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FOREWORD 

On :March 24, 1960, the Prime ::.Iini ter ent a letter to the Premier of all 
the pro-vince recalling that at the meeting of the Dominion-Provincial om
mittce of Mini ter of Finance and Provincial Trea urers in Ottawa in October 
1959 ::.Ir. Fleming had announced that the Federal government intended to con
vene a plenary D0minion-Provincial Conference in mid-1960 for the purpo e of 
discu ing the fi cal arrangements between the Dominion and the province to 
follow the tax- haring arrangement which end on March 31, 1962. The Prime 
::.Iini ter further tated: 

"Accordingly I propo~e that thi Dominion-Provincial Conference on 
fi cal relations be held at Ottawa on 1onday, Tue day and Wednesday, July 
25th, 26th and 27th." 

The government of all provinces having accepted the Federal government's 
invitation to meet in Ottawa on tho e date , the Prime Mini ter wrote on July 
8th to each Premier in the following term : 

"The Federal government look forward to an interesting and u eful ex
change of view at the Conference. To this end a draft agenda has been 
prepared, and I submit it herewith for your approval. ..... I shall welcome 
an early expre ion of your view with re pect to this draft agenda in order 
that the nece ary preparations can be undertaken." 

The Conference met in the Railway Committee Room of the House of 
Common on 1Ionday, Tue day and Weclne day, July 25, 26 and 27. Mo t of the 
first two clay of the meeting were open to the public. The balance of the meet
ing were held in camera. 

During it ses ions the Conference discussed the various items of the 
agenda, in particular: 

-po ible tax arrangement after ::.1arch 31, 1962, under the following 
heading : 
( a) arrangement with re pect to per onal income tax, corporation income 

tax and succes ion dutie ; 
(b) equalization and fi cal need payments and an examination of po ible 

formula ; and 
( c) tabilization payments; 

-indirect provincial retail ales tax; 
-uniform rule for allocation of corporation profit!'l and the income of 

individuals to province ; 
-taxation of natural re ource indu trie ; 
- haring of the federal income tax collected from corporations who e main 

bu ine i the di tribution or generation for di tribution to the public of 
electrical energy, gas or steam; 

-application of sale tax to Crown agencies; 
-conditional grants and hared-co t programmes. 

It wa agreed at the end of the Conference that further di cus ions would 
be held on Wcdne day, Thursday and Friday, October 26, 27 and 28. 
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DOMINION-PROVINCIAL CONFERENCE 1960 

Railway Committee Room, House of Commons, 
Ottawa 

Monday, JULY 25, 1960. 

MOR TJNG E IO 

The Conference convened at 10.00 a.m., Right Honourable John G. 
Diefenbaker, Prime Mini ter of Canada, in the Chair. 

The CHAIRMAN: Premier of the province , Minister , Advi ors, ladi<IB and 
gentlemen, in officially opening thi Dominion-Provincial Conference I will 
commence by reading to you a me age I received a few moments a.go from 
Hi Excellency, the Governor General: 

"I am very sorry, indeed, that I hall not be in Ottawa during the 
Dominion-Provincial Conference, more particularly a in the la t few 
month I have had the plea ure of being r ceivcd mo t warmly by the 
premiers of the provinc , and would have wished to return some of their 
generou ho pitality. I extend to you and to them my fervent good wishes 
for the ucce of the e important deliberations. 

George P. Vanier." 

Per onally, I wish to expre s my mo t cordial welcome on behalf of my 
colleagues and myself to all who are here for the purpose of di cus ing one 
of the mo t important and complex a pects of our federal system, namely, in
tergovernmental financial relations. 

I welcome the premiers of the variou province , and in partiicular, Premier 
Lesage, Premier Robichaud, Premier Roblin and Premier haw who were not 
here on previou occa ions, and who, as a result of certain events, find them
elve around this table on this occasion. 

I think it would be al o of intere t to you, knowing your concern for 
the Commonwealth, if I mention that we have with us today as gue ts for 
a few moments representatives from orthern igeria in the persons of the 
Premier of orthern igeria, The Honourable ir Ahmadu Bello, the Emir of 
Kano Alhaji the Honourable ir Muhammadu anusi, and various mini ter of 
the cabinet of orthern igeria, the Mini ters of Education, Lands and Surveys, 
and Work . I express the hope that their vi it with u will be beneficial. The 
premier occupie a po ition analogous in his country to that held by the pro
vincial premier in this country. Indeed, rorthern Tigeria ha a population 
somewhat greater than Canada's. All of us are looking forward to October 
1 t next when Jigeria will join the Commonwealth family a the latest of 
elf-governing countries. 

Je de ire souhaiter la plu cordiale bienvenue a tou le repre · ntant.- de 
gouverncment provinciaux. Le sy teme federal clan lequel nou vivon rend 
neces a.ires de reunions comme celles-ci, reunions qui saront fructueuscs a 
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8 DOMINIOlf-PROVINCIAL CONFERENCE 

condition toutefois que tous ceux qui y participent le £assent dans un esprit de 
franche collaboration et de respect mutuel afin d'examiner nos problemes fis
caux dans une atmosphere d'harmonie et de comprehension mutuelle. 

In calling this conference we are following a well recognized and respected 
part of constitutional practice in Canada. 

We meet here in a spirit of co-operation, as we must if we are to achieve 
that destiny which all of us hope for. Each of the Governments has its special 
tasks and problems, yet all are bound together by a common interest as Cana
dians. Each must be mindful of the balance and inter-relationships of these 
varied problems and, within the framework of the Constitution, move towards 
improved co-operative arrangements which will serve both national and pro
vincial interests, and thereby contributing to an even greater Canada. 

On March 24th I wrote to the Premiers, recalling that at the meeting of 
the Dominion-Provincial Committee of Ministers of Finance and Provincial 
Treasurers in Ottawa last October, Mr. Fleming had announced that the 
Dominion Government intended to convene this Conference for the purpose of 
discussing the fiscal arrangements between the Dominion and the provinces 
which will follow March 31st, 1962. Early this month I wrote to the Premiers 
submitting a draft agenda, in response to which useful comments and suggestions 
have been received, and these will be taken into account when we prepare the 
revised agenda. 

I hope that during this conference the views of the provinces will be in
dicated on each item of the agenda. We do not expect, of course, that final 
decisions will be reached during these three days. I believe it will be necessary 
to follow this meeting by at least one, if not more, meeting later this year. 
In that connection you will recall that in preparation for the legislation enacted 
in 1956 a lengthy series of conferences was held during the preceding twelve 
months, ·beginning with the opening session of the Dominion-Provincial Con
ference on April 26/27 of 1955 which discussed the agenda for the later meet
ings. That Conference set up a committee of officials to prepare and to co
ordinate statistical and technical material, and this preparatory committee 
of officials held extended sessions in April, May, July and September of 1955. 

On June 20 and 21 of that year the Dominion-Provincial Conference met to 
deal with the sharing of the costs of unemployment assistance, and on October 
5 and 6 the Conference of Premiers resumed its meetings to consider certain 
federal proposals with respect to fiscal relations, and to deal with a number of 
other matters. 

In October, 1955 and again in January, 1956, there was a meeting of a 
Federal-Provincial Committee of Ministers to consider hospital insurance. On 
.January 6, 1956, the then Prime Minister, by letter to the Provincial Premiers, 
formally submitted the Dominion Government's fiscal proposals covering the 
five-year period beginning on April 1, 1957. A special committee of officials 
met early in February to clarify the technical aspects of these proposals, and 
the final ses ion of this series of Dominion-Provincial meetings was held on 
March 9, 1956. 

This Conference, and the subsequent one or more which must take place, 
as I ~cc it, in the coming nine or ten months will assure an ample exchange 
of views on all the problems in the field of Dominion-Provincial financial rela
tion . As a result of these conferences the Federal Government hopes to be in 
a po ition in 1961 to introduce whatever legislation is required to become 
effective on l\Iarch 31, 1962. 
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Within the last year two meetings of the Dominion-Provincial Com
mittee of Ministers of Finance and Provincial Treasurers were held at Ottawa. 
These meetings in 1959 were a new course in fiscal relations and while not in
tended to take the place of conferences such as this, they were called to enable 
the federal and provincial Governments to embark on a co-operative study of 
inter-governmental fiscal relations. At these meetings, consideration was given to 
many of the outstanding problems of inter-governmental finance and plans were 
made for co-operative study as a basis for future negotiations. The Federal
Provincial Continuing Committee of Officials was asked to report upon a number 
of these questions. This committee bas continued to meet regularly and has 
proven to be a valuable agency for working out details of our relationships and 
for providing agreed information on which decisions of policy can be reached. 

In October, 1958,-and I am glad to see that a number of the provinces 
have representative of the municipalities here-representatives of the ational 
Association of Municipal Authorities had an opportunity to discuss informally 
with federal ministers some of the problems which concern all municipalities 
throughout the country and which affect particularly the large urban com
munities. Although the constitution is clear and definite in assigning exclusive 
provincial jurisdiction in respect of "municipal institutions in the province", 
the federal Government recognizes that municipal institutions are affected by 
laws enacted by Parliament and the various activities carried on by the Gov
ernment of Canada. The Government wishes to have an understanding of the 
manner in which federal laws and activities impinge upon municipalities, but 
we shall avoid scrupulously any interference with or invasion of provincial 
jurisdiction over municipalities. 

We do not intend to do anything that will bring about a centralization of 
power and authority through fiscal operation or otherwise. 

Since the main purpose in meeting at this time is to a sure that we shall 
be prepared for the period after March 31, 1962, I believe it will be useful if 
I were to review some of the main aspects of the current arrangements. 

The present federal-provincial fiscal arrangements ·as embodied in the 
Federal-Provincial Tax-Sharing Arrangements Act are the fourth of such 
arrangements made between the province and the government of Canada over 
a period of some twenty years, beginning with the War Time Tax Rental 
Agreements. While from time to time modifications have been made in the 
principles underlying the payments and in the basis of payment, certain 
common characteristics have continued throughout this period. All agreements 
or arrangements have been or are co-operative arrangements with respect to 
the three fields of direct taxation in which both federal and provincial Govern
ments have jurisdiction. All have been framed with clue regard to the financial 
need of the renting provinces as well a to their tax potential, by which I mean 
the ~apacity to obtain revenue through taxes. I think that it is fair to say 
that to some extent these agreements have transferred the interest of provincial 
Premiers and their treasurers from their own taxpayers to the federal treasury, 
and that from the federal standpoint I need not add this has it disadvantages. 

There •are three major components of the arrangements embodied in the 
Federal-Provincial Tax-Sharing Arrangements Act, 1956, namely, the tax rental 
provisions, the equalization provisions, and the stabilization provisions. Tax 
rental, as all of you know, is a payment made by the federal Government to 
the provinces for the exclusive use of certain tax fields, the personal income 
tax, the corporation income tax, and succession duties. It is based on the 
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10 DOMINION-PROVINCIAL CONFERENCE 

yield of these taxes at standard rates today. 13 per cent of the federal 
personal income tax, 9 per cent of corporate taxable income, and 50 per cent 
of federal estate tax. The provi ion for tax rental payments i matched for 
provinces that do not wi h to rent these tax fields to the federal Government 
by abatement of the federal tax rate equal to the above standard rates. It is 
recognized that the tax rental element which depends upon the tandard rates 
of tax is most important to provinces with a high tax potential. 

Some provinces have indicated a desire to re ume the collection of their 
own revenue from these tax fields. This raise a que tion which will have to 
be considered in the cour e of thi Conference but I want to make this 
abundantly clear on behalf of the dominion Government that whatever the 
ultimate decision may be the principle of equalization must be preserved. 

Equalization, the second component, is a payment by Canada to the 
provinces to bring the per capita retw-n from the three taxes at tandard rates 
up to the average per capita yield in the two provinces in which per capita 
yield is highest. For provinces in which the tax potential i relatively low, this 
principle is the most important. 

It might be noted in pas ing that earlier arrangements did not recognize 
the principle of equalization explicitly although it was to some extent implicit 
in the "per capita" basis of payment. 

Again I wish to emphasize that the federal Government remains firmly 
committed to the principle of equalization and of financial assistance to those 
provinces in which incomes and taxable capacity are below those of the richer 
provinces. Indeed,-! think this is worthy of being pointed out.-through the 
Atlantic Provinces Adjustment Grants, this Government ha <:arried this 
principle further than ever before. Last year the total payments for equaliza
tion and other fiscal aid grants amounted to $215 million as compared to $136 
million in 1957-58, which was the first fiscal year in which the present act 
has been in effect. 

T,he Government believes that the principle of fiscal aid and equalization 
to a sist the less wealthy provinces stand on its own feet and is accepted on 
that basis, and is quite separate from the question of tax rental or tax sharing 

The third component of the present arrangements is stabilization, by which 
the payments to the provinces are prevented from falling below certain minima: 
95 per cent of the average of the payments the provinces have received in the 
two preceding years, or the full amount they would have received under a 
continuation of the 1952 agreements, or the amount that would have been 
received for 1957 on the basis of the 1952 agreement increased for any year 
in proportion to the increase in population. The stabilization provisions were 
designed to protect the provinces from any abnormal shrinkage of revenue 
from the tax fields of personal income tax, corporation income tax and succession 
duties. 

l nder the pre ent act a province which rents it tax fields to the federal 
l,ovcrnment doe not have an advantage over a province which chooses to collect 
it mm taxe , since the value of tax rental of course is matched by tax abate
ment in ,non-renting provinces, and equalization payments and stabiliziation 
p:-tyrncnL are calculated and made, irre pecti\·e of whether or not a province 
ha· cntNcd a tax rental agreement with the Government of Canada. 

At the pre ent time, eight provinces have agreements whereby they give 
to the federal Government exclusive jurisdiction in the fields of personal income 
tax, corporation tax, and ucce . .ion duties until March 31, 1962. The province 
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of Ontario ha an agreement covering the per·onal income to.x. The province of 
Quebec collect it own taxe· in all three of these tax field . 

Now, in addition to the payments related directly to the yield of the tand
ard taxe , the Atlantic Province Adjustment Grant and the Newfoundland Ad
ditional Grant Act provide for payment on the ba i of fi cal need. 

The importance of the e variou payments to the province -and to the 
Government of Canada too-can be under tood by reference to their amount. 
When we are peaking about the amount that should go to the \'O.riou province 
I do want to empha · ize that it i e ti.mated that the total amount of the e 
unconditional payment· and abatement in the current fi cal year will be 
$&69 million, an increa e of 316 million over 1956-57. Those figure may well 
be kept in mind. 

A large part of thi increa e is due to amendment made to the original 
act during the past three years. As an example, the increase from 
10 per cent to 13 per cent in the hare of per onal income tax will be worth 
$72 million to the provinces in the current year on the ba-is of actual payments 
now being made. Furthermore, the Atlantic Province Adju tment Grant of 
$25 million annually carries the principle of fi- cal aid ba ed on the need to the 
provinces farther than ever before. 

This measure had the full support of alma t all province , thu attesting 
to the de ire of Canadian to give real sub tance to the concept of equality a 
basic to Canadian citizenship. In addition to thi , payment of $7,650,000 in 
1860-61 and $8,000,000 in 1961-62 will be made to the province of Newfoundland 
under the authority of the ewfoundland Additional Grants Act. 

ow, gentlemen, the result of these mea ures, including the special grants 
to the Atlantic Province , is that the effective revenue potential of every 
province in Canada. over the whole range of it revenue has been raised to 
not less than 85 per cent to 90 per cent of the Canadia,n average, and in most 
cases considerably higher. This means that any province which impo e provincial 
taxes at the average provincial rate per $1,000 of income, can be assured of 
total per capita revenues that do not fall short of the naitional average per 
capita revenues by more than 10 per cent to 15 per cent. 

For a moment I am going to refer to the large increa es in unconditional 
payments. T11ere has been a still higher proportionate increase in conditional 
grants and contributions to shared-co t programmes, which ha made possible 
a much higher level of provincial service e pecially in the le s wealthy prov
inces. In 1956-57, the total cost to the federal Government of these shared-cost 
programmes amounted to $111 million; for 1960-61, the estimated co t will 
be $389 million, an increase of $278 million. 

Many important additions and improvement to these shared-co t pro
grammes have been made during the past three year . 

The Unemployment Assistance A-c.t wa amended to remove the "threshold" 
provision, in order that the federal Government could assist provinces in meeting 
the cost to person in need whether they were employable or unemployable. 

Municipal winter works incentive programmes were in tituted in 1958 
as a mean of meeting in part the unemployment created by sea onal condi
tions in Canada. I shall not go into particular&-they were announced in the 
House of Commons on aturday, but it is propo ed ,as well to continue this 
programme, with additional works provided for, in the programme 
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12 DOMINION-PROl'I1YCIA.L CONFERENCE 

for the winter of 1960-61. Furthermore, the :Minister of Labour, on 
Saturday announced in the House of Commons, an increa e from 50 per cent 
to 75 per cent to the rost of training unemployed workers. I am not going 
to say more regarding the~e items, except to point out the action taken by the 
federal Government in the past few days in this year. 

Now we come to the que tiou of hospital in. urance. All provinces other 
than Quebec are now participating in the ho pital in urance scheme, and 
the Government of that province ha , I under tand, announced its intention 
of entering into an agreement under that Act. The Honourable the Prime Minister 
of Quebec indicates approval of that statement. The federal contribution 
to hospital insurance costs was $55 million in 1958-59, $150 million in 1959-60. 
In 1960-61 it will be $167 million; and when Quebec enters the plan federal 
costs will be increa ed by a further estimated $70 million for the first full 
year of operation, thus bringing total federal costs to about a quarter of a 
billion dollars annually for this programme alone. 

Now I want to refer for a moment to the offer that was made at the time 
of the 1957 conference on behalf of the federal Government for a programme 
of co-operation with the province , the Roads to Resources Programme. The 
Honourable the Minister of Northern Affairs will no doubt give particulars of 
action. I do want to say this, that I appreciate the fact that the provincial Gov
ernments have taken full advantage of this offer. Nine of the ten provinces are 
participating in the Roads to Resources programme which was inaugurated 
by the federal Government in 1958. Under this plan the federal Government 
has disbursed $11 million on this programme and Parliament will be asked 
to ,appropriate approximately the same amount annually during the term 
of the J)'fOgrammes. Most provinces have shared in the $4 million programme 
we have provided for forest acces roads, and a further S4 million we have 
disbursed as assistance to the programmes designed to help overcome winter 
unemployment through the building of camp grounds and provisions for picnic 
areas. 

I should also like to mention some change in the last three years in the 
Atlantic Provinces Power Development Programme, and the South Saskatchewan 
River Project. Under the Atlantic ProYinces Power Development Act, total 
federal costs to date have been $13,200,000. Of this total, about $3 million was 
spent in 1958-59, and about $9½ million in 1959-60. In so far as the South 
Sa katchewan River project, contracts Jrnye been awar,ded -totalling ,almost 
$25 million. Expenditures to date have been in excess of S9 million, of which 
$1-1 million wa spent in 1958-59, almost S5-} million in 1959-60, and $2-½ million 
to date in the current fiscal year. 

ow another phase of co-operatiYe endeavour in which there has been 
a tremendous increase in the expenditures of the federal Government: The 
Trans-Canada Highway Act wa further amended at the present session of 
Parliament to extend its operation for the three years from December 31, 
1960 to December 31, 1963. Under the Tran -Canada Highway programme 
the federal Government ha paid to the provinces 13 million in 1953-54, 

18 million in 1954-55, $16 million in 1955-56, 25 million in 1956-57. Since, the 
expenditure have been as follows: $49 million in 1957-58, 51 million in 1958-59, 

53 million in 1959-60; and the federal estimates for 1960-61 are S48 million. 
Again, a very great increase in the contribution of the federal Government. 



REPORT OF PROCEEDINGS 13 

Indeed, federal payment under thi programme have totalled 154 million 
for the la t three fi cal year compared with 59 million for the thi-ee-year 
period ending in ~larch 1957-an increa~e of 95 million. 

These increased payments by the Government of Canada have materially 
assisted many of the provinces to reach national ~tanclard in the ervices they 
supply. ~aturally, one of the que tion to be considered here is how fiar 
one government should go in financing the activities of another government. 
This is a subject that warrant careful review of both policy and practice 
in this regard. 

ow I come to a field to which ome reference has been made. At the 
meetings of Ministers of Finance and Provincial Trea urers last July and 
October, considerable attention wa given to complaints that the claims, ac
counting and audit procedures in connection with many of the shared-co t 
programme were unnece arily complicated. The result of this complication is 
extra work for provincial officials and considerable delays in securing reim
bursement by the federal Government of its agreed share of provincial ex
penditures. These questions were referred to the continuing committee of of
ficials for detailed study and report. The Government of Canada has approved 
the recommendations agreed upon by the committee of officials and is pre
pared to give effect to them as rapidly as pos ible. Some of the new procedures 
will Tequire revisions of existing agreements, and in some cases technical legis
lative amendments may be necessary. 

The main points of simplified procedure are: 
(1) Interim monthly payments may be based either on provincial esti

mated expenditures or on control account totals, without detailed breakdowns. 
Claim forms need not be certified by the provincial auditor but may be certi
fied by a senior official of the responsible provincial department. Final audits 
and consequential adjustment of interim payments will, of course, be required 
at appropriate intervals. 

(2) In order to reduce the amount of work by provincial auditing staffs, 
federal departments will be authorized to accept agreed percentage rates instead 
of exact accounting figures in respect of minor non-shareable expenses such as 
provincial taxes and workmen's compensation and unemployment insurance 
contributions. 

(3) In general, wherever practicable, interim monthly payments will be 
made on a post-audit rather than a pre-audit basis. 

Now to summarize what these payments that have been made indicate: 
The grand total of payments and abatements to the provinces, both conditional 
and unconditional has risen from 664 million in 1956-57, to an estimated 
1,258 million in 1960-61. These are very large sums. This is a very largo 

increase. These sums place increasing strains on federal fiscal policy-strains 
for which we are held responsible by the Canadian taxpayers. 

We are fully conscious of the fact that the fiscal policy of the federal 
Government bas a considerable effect on business in Canada and on the finan
cial position of the provinces and municipalities, and I can assure you this, that 
in shaping its financial programs the federal Government has considered the 
interests of other Governments and of the Canadian economy as a whole. 

This year we will be making greatly reduced claims upon the capital 
market. Our net new borrowings will be about $210 million, as compared with 
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about 900 million la t year and nearly 1,300 million in the year before that. 
The result will be that in reducing the volume of federal Government borrow
ing so sharply the problems of provincial and municipal Governments and of 
private industry are greatly eased in meeting their essential financial require
ments in the domestic market. 

Our policies are and will continue to be de igned to ea e pre surcs on the 
capital market at a time of bu iness expansion and at the same time resisting 
inflation. 

Our financial policies have helped to reduce the reliance of other Govern
ments and private busines on foreign capital market , and the beneficial 
result are to be . een in the decline in the exchange rate of the Canadian dollar. 
The di count on the United tates dollar ha declined from about 5 per cent at 
the beginning of the year to a current level of about 2 per cent. Moreover, a 
stable financial environment should increase the willingness of Canadians to 
save and thu reduce reliance on foreign capital. 

Gentlemen, what I have said has been for the purpose of focussing atten
tion on the important ta ks before this conference. We want to secure your 
views out of the discussions and at later meetings the dates of which we will 
agree upon before we adjourn on Wednesday, I hope there will emerge mutually 
acceptable arrangements or agreements which will govern our financial relations 
in 1962 and subsequent years. I look forward to a most free, frank and friendly 
exchange of views. 

My colleagues and I are anxiou , I repeat, to hear your suggestions and 
your representations realizing at the ame time that this conference will not 
make the final determination. 

While conditions are vastly different from those of the founding Fathers 
their dreams of a United Canada has become a reality as the spirit of national 
unity becomes stronger through the years. 

The federal system must be preserved and maintained and without cen
tralization. My hope is that this conference will be a forward step to better 
things and that in a spirit of friendship and mutual respect we will condition 
ourselves again to the high ideals of the founding Fathers thereby keeping 
faith with their great concept of a United Canada. We in turn will do our part 
to share the maintenance of equality of opportunity to Canadians in all prov
inces. 

Gentlemen, that is the initial representation that we place before you, 
giving you the opportunity to deal in detail as you see fit with those matters 
which arc of such paramount importance to Canada. 

The course to be followed, I take it, will be the one that has been followed 
in the past, namely, that in the order of seniority the various provinces will make 
their representation . 

I might add that we consider it proper and fitr--this is not a part of my 
initial remarks-that at a quarter to one we might adjourn when the official 
photograph of this occasion will be taken in the main doorway of this building. 

I now have the honour and privilege of calling upon the Prime Minister 
of Ontario to place before you the views of his province. 

HoN. LE LIE M. FROST (Prime Minister of Ontario): Mr. Prime Minister, 
ladies and gentlemen, first of all may I, just before the representatives of North
ern Nigeria lea-ve the room, echo what the Prime Minister has said. We welcome 
the e gentlemen here as brothers and partners and we wish them every success 
in their brief stay here. 
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I may ay to the coming Prime :\Iini ter of Jorthern Tigeria that we 
tru t that hi country and hi Government will be born and that it will be 
able to carry on it difficult ta k without trouble. In all democratic ,overnmcnts 
of cour~e there are problem ·, and that i • the rea on \Yhy we are here. 

l\1r. Prime l\1ini ter, a you were ·peaking my recollection ' went back more 
than 15 year , a a matter of fact back to that original conference of which you 
peak in the early 1940' . My recollection arc of many per ·on who ·at here, 

very remarkable people indeed: l\Ir. E:ing, .John Hart George Dre\\·, l\Iaurice 
Duple i , Angu l\Iacdonalcl, John :.\Ic rair, Mr. t. Laurent and other·. 

Although there ha been a change of face over tho e year , the problems 
are very largely unchanged, and I would add that the di atisfaction emanating 
from some of the arrangement of 15 or o year ago ha aLo remained unchanged 
to quite an extent. I exprc ·s the hope that thi onf rcnce ,,-ill mark the 
beginning of what will be the fabulou ixtie and that it will represent a new 
approach to ome of our problems. 

I listened with very great interc t, Mr. Prime Mini ter, to what you had 
to say. Some of the things to which I shall refer I take from context and, 
therefore, you will have to forgive me. I Ii tenecl to what you said about one 
Government assuming the financial undertakings of another Government, and 
the need for a careful review of thi matter. I listened to what you aid about 
payment that are constantly increasing and constantly burdening your Minister 
of Finance and your budget. If you turn back the pages of history to 15 years 
ago, you will find that ome of the gentlemen I mentioned predicted that that 
would happen. I think the solution to this problem is to get back to the concept 
of Confederation-to the high note on which you ended, the concept of 
Confederation and its distribution of powers and re pon ibilitie . That, ir, is 
what I would like, in part, to address wyself to this morning on behalf of one 
of the provinces represented here, Ontario. 

This Conference is critically important. Upon the decisions which will 
emerge from these meetings will depend not only the preservation and cff ective 
working of our federal partnership, but the future progre s of our economy. 
Traditionally, in times of peace, the provinces and the municipalities are the 
right arm of progress and development, but it is now evident that if they arc 
to continue to function in this way they must have additional revenues and 
financial resources. 

Ahead of us lie great and challenging opportunities-almost unlimited in 
their potential-but if we are to make the most of them it is essential that 
we achieve more equitable and satisfactory fiscal arrangement ; arrangement 
that will augment the sources of revenue of the provinces and, accordingly, 
those of their municipalities. I say that P.fter all these year that you mentioned, 
these nearly 20 years, the situation is one which calls for bold and imaginative 
treatment founded upon sound bu ines practice and good sense. It is a situation 
which demands immediate action. 

I was glad to hear you say, Mr. Prime Minister, that it is your plan to 
have these fiscal matters dealt with, at lea t early in the new year, in order 
that the Provincial Governments may take necessary action. 

Before I proceed further, may I outline Ontario's approach to these fiscal 
problems. Perhaps this is not necessary, for through the submis ions of the 
Government of Ontario at preceding Conferences our position has been made 
abundantly clear. Starting with the Conference of 1942, this i our fifth con
ference dealing directly with tax agreement . The Conference in 1945 treated 
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the proposals of that time as being temporary. This element persisted in the 
succeeding Conferences, and that, gentlemen, is why we are here today. Surely 
the time has now come for some finality. Surely it is the time for positive 
action. It is time for a new look, a new approach and a new deal. 

In the draft agenda submitted by the Prime Minister of Canada under 
date of the 8th instant, the most important item is as follows: 

"2. Tax arrangements-a discussion of the possible arrangements after 
March 31, 1962, under the following headings: 

(a) Arrangements with respect to personal income tax, corporation 
income tax, and succession duties; 
(b) Equalization and fiscal need payments-the principles underlying 
equalization and fiscal need payments and an examination of possible 
formulae and of the existing arrangements including equalization, the 
Atlantic provinces adjustment grant and any special circumstances re
lating to the financial position of the Province of Newfoundland after 
the 31st of March, 1962." 

To go back to the great concept of Confederation may I make the follow
ing general comment: The powers of the provinces stem directly from the Im
perial statute, the British North America Act, the constitution of our country. 
They are not powers assigned or delegated by the Federal Government. Sound 
government requires, wherever possible, that the spending power of govern
ment run with the responsibility and power to tax. In considering this it should 
be borne in mind that the position of the municipialities is different. 

The powers of the municipalities devolve from the provinces, and, there
fore, municipal Government is part and parcel of provincial Government. 
Municipal powers of taxation and other financial means with which to carry 
out the responsibilities delegated by the provinces must come from the prov
inces. The provinces have full powers to deal with municipal problems except 
in so far as certain rights are entrenched in the British North America Act, 
notably in the matter of education. Generally speaking, the relationship be
tween the municipalities and the provinces on the one hand, and the relation
ship between the provinces and the Federal Government on the other, are quite 
different. In the latter case both the powers and the responsibilities of the 
provinces stem from the Imperial Parliament in the original Act of Confedera
tion. the British North America Act. 

The present tax rental agreements had their origin in 1941-42 in the federal 
proposals which, at that time, were dictated by the stress of war and crisis. 
At that time the provinces did not complain because it was necessary for them 
to throw everything they had into the pot to win the war. On that basis what 
took place was justified, but it was not a conference in the ordinary sense. The 
provinces were faced with a situation which gave them no choice. With the 
approach of the end of the war, the 1945 Conference was held, and in many 
ways the principles of the dictated arrangements of 1941-42 were embodied 
in the new proposals. That course, has been a source of constant dissatisfaction 
and irritation ever ince that day nncl. in my jud1nnent, the more we continue 
on that course the more the dissatisfaction is going to be, and the more the 
problems which you have mentioned are going to persist. 

It is just 15 years ago that the first peace-time tax rental proposals were 
submitted for discussion. Aside from the wartime agreements, Ontario did not 
rntcr into a tnx rrntal arrangement until 1952. We in Ontario have never viewed 



REPORT OF PROCEEDING 17 

tax rental as anything more than an improvisation or a " top-gap". On October 
21 , 1952, when Ontario entered into its first tax rental agreement I aid: 

"The signing of this agreement will not olve Ontario's tax problem . 
It is, at best, a stop-gap, pending the working out of a more satisfactory 
distribution of tax and revenue source . or does the agreement provide a 
solution to the municipal problem which is, in turn, dependent on a hift 
of taxes and revenues from the federal Government to the province~ and 
from the provinces to the municipalities. 

"We have urged the federal Government to begin di cussions with the 
provinces now with a view to obtaining these objectives. The present 
tax system is outmoded. The rapid growth of industry and population 
in Ontario has created enormous demand for provincial and municipal 
public services in the form of new ho pitals, schools, highways, sewers, 
waterworks and projects for conservation and pollution control. But in 
the face of this expansion, the tax structure has remained immobile and 
out of balance with the requirements of the provinces and municipalities." 

The soundest principle is for Governments to levy taxation for the money 
that they spend. We, in Ontario, are prepared to assume responsibility to our 
people for raising the money that we spend. We have at no time asked the 
federal Government to assume the re pon ibility of levying taxes and paying 
money over to us. While in the intere-t of administrative convenience and 
economy there should be opportunities to enter into arrangements with the 
federal Government for the simplified collection of certain taxes and partic
ularly personal income tax, we have never asked for a system that required 
the federal Government to raise and pay tax rentals to us. When the new 
set of tax sharing arrangements came into effect in 1957 we were glad indeed 
to abandon the arrangements of 1952, and we levied and collected our own 
corporation tax, leaving rental arrangements covering only the personal income 
tax area; and frankly, if we could have arrived at a satisfactory arrangement 
under which the province would levy this tax and the federal Government 
collect it on an agency basis, we would have done so. Demonstrating our 
desire to achieve greater improvements on a co-operative basis, we offered 
at that time, and we offer now, to provide for the Ontario collection of federal 
succession duties in this province and to make all relevant records available 
to the federal Government. Had this course been adopted there would have 
been only one succession duty collecting authority in Ontario. This would 
have been the province, which has been continuously operating in this field 
for seventy years. As a matter of fact, it is seventy years ago this year since 
the province of Ontario went into the succession duty field, the federal 
Government entering it about 1941 or 1942. We were levying succession duties 
fifty years before the federal Government invaded this field during W orl<l 
War II. The proposed arrangement is one that is simple, convenient, efficient 
and economical. It places on Governments the responsibility to raise their 
own taxes and to take the responsibility for taxing for the money they spend. 

In saying what I do concerning provincial responsibility for levying taxes, 
I should add that we approve fiscal need or adjustment payments. The evolu
tion of these payments, which goes back, I suppose, to Confederation, was 
greatly accelerated by the Sirois Report of twenty years ago. There is much 
justice in the principle of these payments. They have conferred marked financial 
benefits on all the provinces except Ontario, even though the method by which 
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they are calculated has ome eriou shortcoming . That, however, does not 
detract from the principle involved, but it does uggest that a good hard look 
should be taken at the methods that are now being employed. 

I have made references to the subject of fiscal need payment and tandard 
tax abatements before. I have pointed out that the federal Government' rate 
of personal income and corporation tax abatement are unfair and unreali tic 
to Ontario. It seems to me that the method employed-and I am ure thi 
has been the case-,has been to set a rate of tax abatement for Ontario that 
the federal Government could equalize the other provinces up to no matter 
how unjust or unrealistic those rates of abatement were for Ontario's fast
growing economy. 

I have complained about this in preceding conferences, and I complain 
about it today. As a matter of fact, in past days if the rates of abatement had 
been calculated, to meet the very obvious requirements of Ontario, then some 
of our problems would not be present today. In providing equalization, fiscal 
need or subsidy payments-for that is what they are-no regard was had 
for the other side of the ledger, namely, the exceptionally heavy additional 
cost to the province of Ontario and its municipalities because of industrial 
concentration and rapid growth. To assist our municipalities, all of Ontario's 
revenue from personal income and corporation taxes plus very large revenue 
from other sources, goes to our municipal governments and school boards to 
help them meet the impact of our extraordinary economic development. I say 
that the tax sharing arrangements are neither realistic nor just to Ontario 
and that the methods for determining fiscal need are full of anomalies and 
defects. 

We from Ontario are seeking only what is our right under the Constitu
tion. We are not asking the federal Government to pay us anything. I would 
say the old argument that the federal Government cannot afford to do this 
or that docs not apply. W,e are merely asking for our own. It is not a question 
of the federal Government paying the provinces something out of its own. I 
say it is ours, and I say by Constitution it is ours. The large Federal pay
ments to which you, Mr. Prime Minister, referred are matters which are bound 
to be considered, in the judgment of many of those I mentioned at the outset, 
as being appetite whetting. The Federal Government is spending money em
ploying what the late Hon. Angus Macdonald described as the institution of 
appetite whetting, matching grants, and then deducting them from the provinces' 
proportion of the major direct tax fields pre-empted by the Federal Govern
ment back in 1941-42. 

We are merely a king for our own, within the concept of Confederation. 
We are asking for 50 per cent of the productivity of the direct fields of per
sonal and corporation income tax which constitutionally belong to us. We pro
po e that a start be made at once and that the adjustment towards equal par
ticipation in these two fields be achieved progressively over the next five years. 
In addition, it should be possible to develop a sound formula to help these 
provinces which require fiscal need assistance. 

The crux of the problem is this: The provinces and the municipalities must 
have additional revenues. The provinces are occupying but a small share of 
the corporation and personal income tax fields, though by the Act of Con
federation they have equal rights, and are entitled to one-half. Owing to the 
Federal Government's entrenched position, which emerged during World War 
II, the provinces cannot increase rates in these fields. Corporation and personal 
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income tax rates are already very high-perhaps too high at the pre ent tim . 
The only effective way by which the province can obtain thrir right. in thr 
field of direct taxation i by the Federal Govornment progre ively withdraw
ing from the province ' half share of the e field . 

Before I et forth the method by which thi objective can be accompli hed 
it will be conducive to a better under tanding of our propo al if I outline 
the problem which ha been confronting u in Ontario . 

.i: ow, it is my job of cour e to peak for my province-it will be the ta k 
of the other Premier to speak for theirs-but I would so.y that a lot of our 
problems are no doubt problems which we all have in common . 

.Fifteen years ago we sat at thi very time in conference. If I recollect 
rightly it was August 5 and 6, 1945, when we met in the House of Commom; 
chamber. It was the commencement of the cycle of peace time tax rental agree
ments. Ontario's population at that time was 4 million, and it wa growing 
slowly. Our school enrolment had remained almost constant for some 25 year ·. 
Since that Conference of a decade and a half ago the situation ha changed 
almost beyond recognition. Over these 15 years our birth rate ha reached 
the highe t level in our hi tory. Our population growth ha al o benefited 
from the settlement in Ontario of more than one-half of all new anadians 
coming to this country. Our population in the last 15 years has increased by 
over 2 million, or 50 per cent. More than $28 billion ha been invested in new 
factories, homes and private and public as et of all kinds. We have had to 
meet the exacting demand of one of the fa test gro\\"ing populations and in
dustrial structure in the world. And the end i by no mean in sight. It i the 
financial pressure of meeting these inescapable demands that is causing our 
fiscal problems and which makes it essential for us to in ist upon our share 
of the corporation and personal income tax fields in which we have at lea t 
equal rights with the Federal Government. I shall refer to this more fully 
later. 

Ontario's most important problem- staggering in it dimen ions- is un
doubtedly education. In the last dozen or so years enrolment in elementary 
and secondary schools has doubled. Last year it reached 1,319,000-an incrca e 
of 656,000 since 1946. In other words, in 13 years we have added a8 many 
children to our school population as was accumulated in the first 150 year of 
our existence. We are having to provide accommodation for over 70,000 addi
tional children in our schools each year. By 1965-66 our school population will 
have reached, not 1,300,000, but 1,800,000. Thus, our province must prepare 
itself to provide education for another 500,000 children in the next half dozen 
years, which means new buildings, additional teachers and school books and all 
that goes with that expanded program. Last year, in 1959, we established 
92,000 new places at a cost of $82 million for construction alone, and we are 
now faced with the necessity of finding additional money to pay debt charge , 
salaries for new staff and general maintenance expen es. Moreover, over the 
next half dozen year- we will be required to finance 500 million of additional 
elementary and econdary school con truction nncl to rcrruit and pay for the 
tcarher and other staff required bv that incrra~e in our forilitie .. 

Our own Municipal Associations, representatives of whom are with us 
today have made their representations to the Government of Canada through 
such organization a the Canadian A ociation of Mayor and Reeves. The 
plight of the real estate owner is well known. From the standpoint of our con
stitution and pure practicability, elementary and f'econdary education in Ontario 
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comes within the area of local government whose revenues arise principally 
from real estate. The soaring cost of education and certain other services has 
necessitated a shift of a large part of this burden to the province. I would 
say, sir, that education in the municipalities is and should be a provincial
municipal responsibility. I am not asking the federal Government to assume any 
responsibility for either our school boards or our municipalities. 

In coming here today we speak for the home owner, the farmer and the 
real estate taxpayer who, together with the province, are bearing an increasing 
financial load in support of these essential services. About the time of the 
1945 conference, the province was providing grants to primary and secondary 
education of $8.5 million a year. These grants have now been increased twenty 
times to $166.5 million this year. In the last four years they have been more 
than doubled, rising by $87.4 million or 111 per cent. We cannot prepare for 
an additional school enrolment of 500,000 children over the next half dozen 
years without incurring an enormous increase in costs. Even if we confine our
selves to doing only the things we simply have to do and forget about a lot 
of the things we would like to do, the magnitude of our task will be staggering. 

W11at I have said so far concerning education is by no means the whole 
story. Since 1945, our universities have grown from four to twelve. This is in 
preparation for the impact of school population which we have not yet fully felt. 
It is just in its beginnings. Our university enrolment fifteen years ago was 
13,000. This fall it will be nearly 31,000. By the end of the 1960's our univer
sity enrolment will be in excess of 65,000 and by 1980 more than 120,000-and 
some of the university men tell me that even this projection is too modest. Our 
assistance to universities today is double the amount of the whole provincial 
education bill fifteen years ago. To our formidable problem of elementary and 
~econdary education I commend for your attention, without any further com
ment, the educational demands at the higher level of learning, which of course 
are necessarily expensive. 

Reference has been made to the addition of two million people to our 
population since 1945 and the fresh demands for essential services-many new 
services which are necessary to maintain the basic health of our people and 
provide, for instance, transportation, waterwOTks and sewers. The impact of 
growth has been severe not only on the province but upon the municipalities. 
In the last fifteen years the expenditures of Ontario municipalities and their 
school boards have increased from $173 million to $1,220 million, or by seven
fold. To help these municipalities and school boards, the province has stepped 
up its assistance to them in that period by nearly twenty times. In this current 
fiscal year Ontario's assistance to its municipalities, school boards and to the 
other local agencies will be about $343 million. This huge programme of assist
ance has been required to keep our municipalities financially afloat and to 
prevent our municipal taxpayers from being submerged by the cost of develop
ment. The comparable figure when the Federal-Provincial Conference of 1945 
convened was only $21 million. At that time 18 per cent of our revenues were 
devoted to the municipalities. Today, 45 per cent of our revenues are being so 
allotted, and again the end is not in sight. Despite the twenty-fold increase in 
municipal assistance since 1943, the municipal problem is formidable. The 
problem for the province and the municipalities over the next twenty years 
is nothing less than staggering. 
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Additional aid must be provided for the coming year if the municipalities 
are to play their assigned role in the development of our economy. What has 
taken place in the last fifteen years will be no exception to what is going to take 
place in the ne:;,,.i, fifteen years. In fact, the more rapidly we grow and the more 
complex our industrial structure becomes, the greater will be the demand for 
basic provincial and municipal services. 

I have referred to the fact that 45 per cent of our provincial revenues are 
now going to the municipalities. Everything else the province does has to be 
financed out of the remaining 55 cents of our revenue dollar. What we are doing 
and what we are compelled to do for our municipalities has very severely 
restricted us in the field of things which are purely provincial. We have been 
compelled to engage in a great deal of belt-tightening, provincially. As an 
example of the very heavy demands for the services for which the province is 
directly responsible, I would point out that last year the number of motor 
vehicles registered in Ontario reached nearly two million-double that of ten 
years ago. In addition, we attracted to the province six million motor vehicles 
which came from outside the province-principally the United States. This is 
good business for our country; it helps the exchange problem and it helps to 
create a better balance of trade. 

What we have done to expand and modernize our system of highways and 
roads is not a luxury; it is a positive necessity. The provision of modern trans
portation facilities is a concomitant of greater efficiency and productivity in our 
economic life. Further expansion is necessary if we are to keep pace with the 
challenges, opportunities and demands of these times. 

If Canada's constitution is going to work and to come to something, there 
mu t be an adequate tax area within which the provinces can operate to do the 
job which is theirs. Any other view would lead to a stifling of Canadian develop
ment. As I have said before, the viewpoint of the Government which I lead is 
one of dedication to expansion and development. That has been our objective. 
It is my belief that that has to be Canada's objective. Our aim must be to 
increase population, expand industry, promote development and achieve greater 
productivity. We have to remember that to a large extent we are a pioneer 
country with almost unlimited potential. Expansion and development must be 
Canada's watchwords if we are going to justify our holding half a continent in 
this troubled world of today. If we move forward vigorously and imaginatively 
other things will fall in their place. This is the day of Canadian opportunity, 
and it is my conviction that this conference is the place where we can give 
opportunity a chance. This country needs bold action, taken in the light of the 
problems, complexities and mighty opportunities of this day in which we live. 

I have said at the outset that Ontario is not seeking payments from the 
Government of Canada. We would be glad not to encumber Mr. Fleming's 
budget. We are only seeking what is positively our own: our rights unrler 
the Constitution. We are entitled to one ... half of the yield of the direct fields 
of personal income and corporation taxes. We have asked for that before and 
that is exactly what we are asking for today. Five years ago I advanced this 
argument, but at that time I included a compromi e suggestion of 15 per cent 
of federal personal income tax, 15 percentage point of corporation income 
and 50 per cent of federal succession duties for the following five years. We 
have grown so fast that that has no validity today. We might just as well 
meet this problem fairly and squarely. We have avoided it now for 15 years. 
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Let us meet it and face it fairly in this conference, and if we do, Canada and 
her economy are going to benefit in the year to come. 

Now, sir, without labouring the point, under our Constitution the province 
have equal rights with the Government of Canada in the field of direct taxa
tion. Indeed, for many years high authoritic a sumed that in Yiew of the 
restriction of the provinces to the levying of direct taxation they had priority 
over the federal Government in thi field. I want to be magnanimous and I 
will not press that view here today. Ontario does however insi t that it is 
entitled to equal rights with the federal Government and that accordingly 
we have a right to 50 per cent of what we might term the productivity or 
yield of these fields. By that I mean thi : We are entitled to one-half the 
combined tax yield it is practicable to obtain without endangering the incen
tives and the willingness and ability of our people to work and save. Any 
suggestion that the provinces simply add to the present corporation and 
personal income tax rates would be useless. While in theory the provinces 
might be able to increase their rate of direct taxation in these fields, in 
pra,ctice they cannot. The hard inescapable fact is t,hat with corporation 
income tax now at 52 per cent in Ontario, 2 per cent above the Canadian 
average, and personal income tax at virtually a peacetime high, these taxes 
are at levels that cannot be increased without serious effects on the ability 
and the willingnes of our people to work and save. Thus, any further increase 
in provincial corporation or personal income tax can only come from a recog
nition of provincial rights. 

I make no apologies for the fact that I come here after all of these years 
as one who advocates provincial rights. We are advocating rights which are 
enshrined in our Constitution, a Constitution of which we are very proud and 
which is very workable. As I said, any further increase in provincial corpora
tion or personal income tax can only come from a recognition of provincial 
rights and a withdrawal of the federal Government from the provinces' half 
of these fields. 

Now, sir, here are the facts: Under the present arrangements we are 
obtaining only one- eventh of personal income tax and one-fifth of corporation 
tax. The federal Government is occupying these fields, in which we have a 
50 per cent interest, to the extent of six-sevenths of personal income tax and 
four-fifths of corporation tax. I do not think, sir, it is necessary for me to 
again say that thi is neither a fair nor sound arrangement for a growing 
economy. I submit, in the light of the expansion occurring in Ontario, and 
indeed elsewhere, that the present division of these taxes is unrealistic. 

Concerning per anal income and corporation taxes, I am not expressing 
a new Yiew. I call here as witness one of those from the past, a member of a 
great Government of this country, Sir Thomas White, who introduced the first 
income tax in Canada at the federal level. Such taxes were already in use in 
some of the province . Sir Thomas recogni,rnd the transgression on a provincial 
field. He was one of those who as erted that the field was entirely provincial. 
I am not a erting that here today, I am asserting t.hat it is 50 per cent pro
Yincial. i r Thoma had this to say: 

"The income tax is peculiarly within the jurisdiction of the province 
and i a suitable tax for the purposes of the province and municipality. 
In my opinion the federal Government should not resort to an income tax 
until it is indi pen ably necessary in the national interest that it should 
do o." 
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Indeed, I say I am taking a more modern and reali tic view of that tran -
gre ion than ir Thoma White did in hi apologetic reference to it forty-three 
year- ago, when he pointed out that he did not regard it expedient except in n 
case of manifest public necessity such as then cxi ted in wartime, that the 
Dominion hould invade the field to which the provinces were olely confined 
for the raising of their revenues. He thought that a year or two after the war 
wa. over, the federal income tax should be recon idcred with a view to ecuring 
its repeal. Those expre ion are taken from hi pecch. They recognized the 
principle of which l am speaking today. 

I submit that it add up to common ~en e that expansion and development 
should pay for them elYe . I did, ir put in one draft of thi brief a tatemcnt 
more conci e than thi one, that for each capital dollar pent by a municipality 
or by a province a large part of that dollar within the year accrue to the 
federal treasury becau e of the vact ramification of federal taxation. A to 
the exact percentage so accruing, I would confess that there was some question 
in the minds of the economi t who upport me, but nevertheless it i apparent 
that a very substantial portion of every dollar spent by a province or municipality 
comes back to the federal trea ury in the form of sales tax, excise tax and many 
other taxe . urely it i not fair that field such as per onal income and corporation 
taxe \Vhich do reflect expan ion and development, should be o monopolized 
by the federal Government. Con titutionally, the province are entitled to 
one-half, and that is what I a k for. The federal Government po es cs immense 
powers in the area of indirect taxation which it can con titutionally and properly 
occupy, leaving to the provinces that which is their own. It is entirely unfair 
that the provinces and their municipalities should be faced with the incidence 
of growth to which I have referred and be denied a field of taxation which is 
their own, and which very properly would reflect that growth. Ontario and her 
municipalities today are very definitely suffering from the fact that over the 
past 15 year provincial revenue have not reflected the growth and expansion 
of our economy to the extent that they should. 

I say again, that it would be good business from the Government of Canada's 
standpoint to provide for equal haring of these direct tax fields. 

As I have pointed out, by far the large t proportion of provincial and 
municipal services i directed to promoting growth. What we have been able 
to do has had a telling effect upon Canada' gro s national product. It has 
made possible the huge tax revenue that now flow into the Federal Trea ury. 
Over two-thirds of every tax dollar that is paid in Canada enriche the Federal 
Treasury. Of every dollar of provincial and municipal expenditure a sub tantial 
proportion accrues to the benefit of the Federal Government. Accordingly, 
it will be t serve the Federal Government's intere t if the province and munici
palities are able to maintain a strong revenue po ition, able to contribute to 
high levels of employment, production and income. 

I should emphasize how important it is that decisions be made without 
delay. The provinces, certainly Ontario, cannot plan a program of expansion, 
nor can we meet the incidence of expan ion which has already taken place, on 
the indefinite possibilities that the international scene may so improve or other 
conditions change in two or three years as to permit a cut-back in national 
defence or other spending. The needs and requirements concerning Ontario, and 
I assume the other provinces, are not of a nature that can be tailored to so 
tenuous and uncertain a contingency. 
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I would emphasize again that while the provinces are confined to the levying 
of direct taxation, the Government of Canada is able to impose any mode of 
taxation including that of indirect taxation; and Ontario with its need for 
a larger source of revenue should not be forced into having to resort to sales 
or other consumer taxation when it is now obtaining only one-seventh of the 
total personal income tax payments and one-fifth of the corporation tax pay
ment by Ontario individuals and corporations. There are serious difficulties 
in the levying of a direct retail sales tax from the standpoint of inconvenience, 
inefficiency and expense. On the other hand, if Ontario is forced into levying a 
consumer tax of some kind, there should be a constitutional amendment made 
at once to €nable the provinces to levy an indirect retail sales tax. This type 
of tax would provide more economy in collection and convenience to taxpayers 
than a direct sales tax. 

I would again point out that the provinces' rights in the fields of direct 
sales tax arc hedged about by difficulties and inconvenience, and involve high 
costs of collection. The most satisfactory solution is for the Federal Government 
to recognize the provinces' rights in the direct tax fields, in which case no 
constitutional amendment ,Yould be needed. In other words, if there is a 
recognition of our rights in respect to personal income and corporation taxes 
then what I have said does not apply. However, if the Federal Government 
continues to occupy a substantial portion of the provinces' 50 per cent share 
of personal income and corporation taxes, then the least it can do is to co-operate 
by enabling them to maintain efficient taxing arrangements. In other words, 
the Federal Government cannot have it both ways. It cannot have our fields 
of taxation, and also all of the indirect fields. If it takes the major portion 
of the direct fields, which it should not take, then there should be a balancing, 
I submit, on the other side. 

Now, sir, in summary, our main points are as follows: 

1. That con titutionally each province i- entitled to one-half the produc
tivity or yield of the field of personal income and corporation taxe . Provincial 
tax revenues are inadequate today because the Federal Government occupies a 
much larger share of those fields than it i- entitled to. The Federal Govern
ment should withdraw from these fields to the extent that it is necessary 
to make available to each pro\'ince its just share, namely one-half of its tax
able productivity in the aid personal income and corporation tax fields. This 
re-adjustment can be undertaken on a progressive yearly basis over, say, 
five yeaT . 

2. That reciproc::d tax collection arrangements be provided, permitting 
agreements for one tax collection agency, either at the Federal or provincial 
level, in each of the fields of personal income tax, corporation income tax 
and uccession duties , the purpose being to avoid duplication, waste and in
convenience on the part of both the taxpayer and the Governments concerned. 
On it part, Ontario offers to collect all Federal succession duties and corpo
ration taxe within the province and make all its records available to the 
Federal Government. Alternatively, Ontario is prepared to discuss the Federal 
collection of either tax or both taxes at rntes levied by the province of Ontario. 

3. Failing action by the Federal GoYernment on point 1, Ontario proposes 
that the Federal GoYernment agree to initiate a constitutional amendment 
rnabling the proYinces to impo e an indirect retail sales tax. This course 
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would be unnece ary if the province received their righL a' ct out rn 
point (1) , which Ontario would very much prefer. 

4. That fiscal need or adju tmcnt payments be provided for the pro\·ince 
'i\·hich need them to enable them to maintain adequate tandard- of public 
ervice and to promote the even development of our country. In addition, 

1,e propo e that action be taken to en urc, particularly in area lagging in 
development, that economic opportunities are , timulatecl through exploration 
and research, and that funds are made aYailablc for these purpo e . 

In conclu ion, sir, I repeat that proYince· cannot plan a program of ex
pansion nor can they meet the incidence of the cxpan ion which ha already 
taken place on indefinite and uncertain premise . Certainly thi i the case 
as far a we arc concerned . The pre ent series of fi cal agreement will oon 
be expiring. We must have a definite decision within the next six months 
on the fiscal arrangements which will ucceed them. Again I urge bold and 
decisive action to make it possible for the province and municipalities-which 
as I have said, are the right arm of development in peacetime-to move for
ward vigorously, providing the basic service and the environment for a pros
perous people and nation. 

The CHAIBMAN: J e desire maintenant inviter monsieur Jean Lesage, premier 
ministre de la province de Quebec, d'adresser la parole. 

L'hon. JEAN LESAGE (premier ministre de la province de Quebec): Mr. 
Prime :\1inistcr, ladies ,and gentlemen, as Mr. Frost said at the beginning of 
hi remarks, this is a mo t important Conference for all 11 Governments in 
this country. I can best tell you how important it is to u in the province of 
Quebec by saying, simply, that my colleagues and I are very glad to be here, 
even at this time when we have o many urgent tasks ahead of us. Only a few 
weeks have elapsed since the people of Quebec conferred on us the responsi
bilities of Government in our province. We have been happy t-o be given, and 
I repeat, even at this early ~tage and among so many urgent tasks, the re
sponsibility of preparing for and attending this conference. 

Fortunately, much of our preparation was done before June 22nd. We pre
sented to the voters of Quebec a detailed election program. Our attitude 
to federal-provincial relations, as to other matter~, has been clearly worked 
out and is well understood in our province. It is firmly ba-cd on the con ti
tutional foundations of this country. That is the only way in which we can 
draw full strength from the diversity of the roots-the root of religion and 
rulture and race and tradition and law-from which our nation has grown 
and will go on growing. 

Constitutionally, the eleven Governments prc~ent at this conference have 
defined responsibilities in the exercise of which each one i. sovereign. As 
Governments, we have dutie to our people; and, bccau c we have those 
duties, we have rights which we mu t exercise. In particular, since this con
ference is concerned especially with fi ·cal matter~, we have rights of taxation. 
The proper exercise of those rights is es ential to the fulfilment of our various 
responsibilities. 

We are assembled here becau e we recognize that, in our responsibilitic 
and in our rights, we are interdependent. What one of us docs affects what 
the others can do. In particular, we are taxing the ame people for different 
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purpo e federal, provincial and municipal. We mu t each have adequate scope 
to fulfil our re ponsibilities through nece ary but not excessive taxation. 

In Quebec, as in other places, our provincial development imposes on us 
and on our municipalitie increa ingly heavy demands. We are acting urgently 
to make proper provision for education, health, road and many other services, 
which are our con titutional responsibility. The determination of the Government 
of Quebec i that the c respon ibilitie should be di charged through harmo
nious and equitable exercise of the interdependent right that belong to each 
Government in Canada. 

This pmpose, which animates the Government of Quebec in coming to this 
conference, mu t, I believe, be our common purpose in Canada. That, funda
mentally, i why we arc :.ill here. 

(Texte) 

Nau ,.ommes tres heureux, mes collegues et moi, de pouvoir participer 
a cette conference qui portera principalement sur Jes problemes fiscaux mais 
r1m, nou l'e pcron , abordera cgalement d'autres aspects importants des rela
tion fcderales-provinciale . ous repre entons la province de Quebec, ma1s 
nou sommes aussi animes d'un esprit de franche collaboration car nous 
!'lomme convaincus que ans la cooperation et la ,comprehension mutuelle, la 
confederation canadienne ne pourrait pas survivre. 

Soitverainete et interdependance 

Le fcderalisme au Canada, je tiens a le repeter, repose sur la souverainete 
du Parlemcnt federal et des legislatures provinciales clans leurs demaines res
pcctif de juridiction. Cette souverainete respective des deux spheres de gouverne
ment est le .fondement meme de la confederation. 

Pour sa part, la province de Quebec entend sauvegarder !es droits et les 
pouvoir que lui confere la constitution. ous voulons non seulement conserver 
ce droit , mais nou desiron Jes utiliser pleinement en vue de promouvoir 
le bien-ctre de notre population clans toutes les matieres qui relevent de la 
,iuridiction proYinciale. Toutefois nous n'avons pas !'intention de nous enfermer 
dans un isolement qui erait au si illusoire pour un membre de notre confedera
LJon que nui ible a son en emble. 

ur le plnn culture!, notre orincipa\ objectif. c'e t cir travailler avec 
vigueur a l'enrichi ement et a l'epanoui sement de la culture canadienne
fran~aisc tout en garantissant pleinement Jes droits de nos minorites, dont nous 
apprccion l'apport a toute sa valeur. Nous voulons que cette culture en se 
developpant puisse cgalement rayonner a travers le Canada. Nous estimons que 
le Canadiens fran~ais ant une contribution essentielle a faire sur le plan cana
dien, nc f'erait-ce que pour conjurer la menace d'un envahissement culture! 
amrricain. Cette contribution. nous ne de. irons pas tenter de !'imposer; nous 
voulon plutot l'offrir au re te du pays avec le ferme espoir qu'elle sera acceptee 
afin quc no dcux principales cultures puissent se rencontrer sans se heurter. 

Ccttc po ition que nou prenon sur le plan culture!, nous voulons l'appliquer 
ausRi sur le plan politique clan le cadre du federalisme canadien. La souverainete 
provincialc ne doit pa etre un concept negatif et incompatible avec le progres; 
ce doit etrc une realite bien vivante, un principe qui se concretise dans des 
in titutions ct par des mesures legislative destinees a favoriser le bien-etre 
et l'e~ or ~pirituel de la population. En somme, une souverainete qui, sans 
'exercer, e rantonne clan !'opposition, ne peut que survivre temporairement. 
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Par ailleur , i Ia ouverainete exclut la dependance, ellc requiert une 
cooperation con tante, et ouvent !'action conjointe de differentc phere de 
gouYerneroent; autrement plu ieur probleme ne peuvent recevoir de elution 
efficace. orome le di ait le Tre Honorable Loui t-Laurent en octobre 1955 
lor. d'une autre conference com me celle-ci: 

«A notre epoque plu particuliercment, il e t impo ible clan un Etat 
federal de repartir le juridiction ct le. re pon abilite de fac;on a per
mettre aux diff~rents gouvernement de 'ignorer le un le autre .ll 

Cette grande verite e t d'ailleur confirmee par le rapport de la oromi ion 
royale d'enquete ur !es probleme con titutionnel , commi ion in tituee par 
la province de Quebec: 

cc • •• clan l'ctat d'integration actuel de l'economie canadienne, la coordi
nation des politique provinciale entre elles et de Ia politique federalc 
avec celles des provinces e t une exigence du bien commun; et la province 
de Quebec a, comroe le autrcs, besoin de compter ur le concour orclonne 
du gouvernement federal et la rollaboration des autre province .» (Vol. 
III, Tome II, p. 216.) 

En ommc, le gouvernement de la province de Quebec entend excrcer sa 
pleine souverainete clan le domaines qui relevcnt de sa competence san toutc
fois ignorer que tous les gouvernements de notre pays ont souroi a une intcrde
pendance ineluctable. 

II etait necessaire, ii me emble, que je vous oumette tre brievemcnt ces 
quelques considerations afin qu'il n'y ait pas d'equivoque ur le attitudes ct le 
objectif generaux du gouvernement de la province de Quebec. D'ailleur cc 
consideration m'amenent a formuler deux ugge tions qui auraicnt pour effct 
de reconnaitre plus efficacement cette interdepenclance. 

Secretariat permanent federal-provincial 

Jusqu'a present, !es relation officielles cntre lcs deux spheres de gouvernc
ment au Canada ont cte plutot intennittentes. Cette absence de relations con
tinues clevient de plus en plus incle irable a me ure que c multiplicnt ct se 
compliquent Jes problemes soumis a !'attention des gouvcrneroent et qu'aug
mente le besoin de coordination. 

Le comitc permanent de fonctionnaire ·, cree en 1955, a ans doutc ameliore 
la situation mais nous croyons que cet arrangement est inadequat a plusicurs 
points de vue. Nous proposons que soit etabh un secretariat permanent des 
conferences federales-provinciales et qu'il soit finance et admini trc conjointc
ment par le gouvernement federal et Jes gouverncments provinciaux. Nou crayon 
qu'avec un tel secretariat permanent, Jes reunions et le rencontrc federale -
provinciales, tant au niveau de ministres qu'a celui des fonctionnairc , scraient 
mieux preparees et plus fructueu es. De plus, un tel organi me aurait pour 
consequence d'etablir Jes relation~ intergouverncmentalc ur une ba c perma
nente et continue. 

Conference interprovinciale 

J e suis persuade, Mon ieur le Premier Mini tre, quc vous me permcttrez 
de faire une autre sugge tion, meme si elle ne concerne pa dircctemcnt le 
gouverneroent federal. Le gouvernement de la province de Quebec est d'avis 
que les relations interprovinciales ont cte granderoent negligee ju qu'a present. 
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Cette zone d'interdependance a ete meconnue depuis trop longtemps. Les provin
ces ont entre elles de plus en plus de problemes communs qu'elles pourraient 
suremcnt etudier ensemble et peut-etre aussi, il faut l'esperer, resoudre ensemble. 
Elles ont egalement par rapport au gouvernement federal des interets communs 
que je n'ai pas !'intention de definir en ce moment. Nous nous proposons done 
cl'inviter prochainement tous les premiers ministres provinciaux a une reunion 
qui aurait pour but de decider s'il y a lieu d'etablir les relations interprovinciales 
sur une base permanente et d'amorcer l'etude des prablemes et de interets 
communs. Nous esperons que tous les gouvernements provinciaux accepteront 
notre invitation et qu'au cours des prochaines annees les provinces pourront 
preparer entre elles d'abord et en collaboration avec le gouvernement federal 
cnsuite, des solutions a long terme qui, tout en reglant efficacement nos proble
mes, seront egalement de nature a garantir l'equilibre de notre federalisme. 

C'est dans cet esprit que nous desirons deposer des maintenant le rapport* 
de la Commission royale d'enquete sur les problemes constitutionnels. Cette 
Commission, qui fut instituee en 1953 par le gouvernement du Quebec, a 
etudie le probleme des relations intergouvernementales du point de vue pro
vincial. Nous formulons le vreu que tous !es gouvernements etudient attentive
ment ces recommandations. 

Pour le moment, toutefois, nous devons aborder nos problemes actuels en 
!cur donnant des solutions immediates puisque nous devons en venir a de 
nouveaux •arrangements des cette annee et que la legislation requise doit etre 
adoptce au cours de Ia session de 1961, comme le Ministre federal des Finances 
!'a deja annonce. 

Parmi ces problemes, ii en est quatre qui ne sont pas inscrits a l'ordre du 
jour de cette confrence mais qui doivent etre consideres comme urgents. Deux 
sont d'ordre constitutionnel: ii s'agit de la protection des Droits de l'homme 
et du rapatriement complet de notre constitution. Deux sont d'ordre economique: 
le chomage ct les difficultes auxquelles les provinces et les municipalites doivent 
faire face dans le domaine de l'emprunt. 

Protection des Droits de l'homme 

Nous admettons tous, ,i'en suis sur, que notrc systeme democratique repose 
sur la liberte de l'individu. Les Droit fondamentaux de l'homme constituent 
la ba e memc de notre ciYilisation. Par ailleurs, l'accroissement des fonctions 
de l'Etat pose le probleme des relations entre l'individu et la societe dans un 
cadre nouveau. 

L'experience des dernieres annees a convaincu le gouvernement du Quebec 
que Jes droits de l'hommc n'etaient pa suffisamment proteges sur le plan de la 
,iuridiction provinciale. Nous crayons done qu'il est maintenant necessaire pour 
nous d'avoir un Bill des Droits de l'homme. Nous sommes aussi d'avis qu'un 
tel bill aurnit une bien plus grande valeur reelle et symbolique s'il faisait partie 
de notrc constitution. 

Nous avon note, par ailleurs, que le Parlement federal etudie presentement 
un projet de loi sur le meme sujet dont Jes dispositions, nous l'esperons ferme
ment, n'iront pas au dela de la juridiction federale. Nous avons la, semble-t-il, 
une magnifique occasion de discuter ,ce probleme et de tenter au moins de nous 
entendre sur une declaration conjointe des Droits de l'hommc qui pourrait Hre 
in crite clans notre con titution. 

*Copies of this report were distributed to all delegation at the Conference. 
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Le gounrnement de la province tlc Quebec propo ·e done une <li ·cu " ion pre
liminaire de cet important probleme des maintenant a.fin de savoir s'il y aurait 
lieu de l'ctudier plu a fond lor ' de la prochaine conference. 

Hapatriement de la constitution 

Il exi te pre entcmcnt des rc ·triction - importante · u la ouverainetc fcdc
rale ct provinciale, puisque nou ne pouvon pa , ou plu ·ieur · rapport , amender 
nou -meme - notre con tilution. Ceci con titue une anomalie ct un ve ·tige de 
coloniali me inacceptable . 

Ce probleme a etc abor<le an succe lor· d 'unc conference fcderalc-pro
vinciale tenue a Quebec en 1950. ou devrion decider des la pre cnte confe
rence de reprcndre ce di cu ion afin de nou preparer a regler cctte importante 
que~tion le plu tot po ·sible. ....,7 

11 ne faudrait pa oublicr de prhoir en mcmc temp · l'orguni ·ation cl'un 
tribunal con titutionnel conforme aux principc · e -entiel du regime fcdcratif. En 
effet, le principe fondamental de ce regime exige que ni l'un ni l'autre des deux 
ordres de gouvernement ne puis e toucher au partage de pouvoir" ctnbli par la 
con~titution. 11 s'en uit que l'arbitre des conflit nc doit pa relevcr cxclu ivc
ment de l'un d'eux. 

Le chomage 

De graves dil:Iiculte cconomiques evi ent pre ·cntement clan la province 
de Quebec ainsi que dan le reste du pay . Le chomage est au premier rang 
de cc difficulte . 

ignalon que dcpui janvier le niveau du chomuge est en 1960 plu elcvc 
qu'en 1959 et que plus recemment le nombre de chomeurs a mcmc dcpa c cclui 
de 1950, annee de rece sion,-et a atteint un nouveau record d'apres-guerre. La 
situation e~t particulierement alarmante clans la province de Quebec ou nous 
avon environ 40 pour cent des chomeurs du pays. 

De plu , ii semble bien que le condition dan le. quclles e trouve le scctcur 
prive de notre economic ne s'amelioreront pas d'elle -memes prochainement. Plu
sieur experts, en effet, predisent que nous traverserons bientot une autre reces
sion qui pourrait etre pirc que la prcccdente. ne politique concertee ct encrgique 
doit rtre mise en application an clelai en vue d'cviter une tellc calamile. 

La Jutte contre le chomage e t clcvenue l'une <le principale tachc de l'Etat. 
Cette fonction, elle appartient a toutes Jc, spheres de gouverncmcnt clan un 
regime federal. Quant a nous, nou avon affirme reccmment quc la Province 
avait sa part de re ponsabilite et nou avons l'intention cl'y faire face ans dclai. 
11 nc ~'agit pa ici de dccrire le methodc que nou utili eron mai ii y a lieu de 
ignalcr en pa ant, quc nous ctablirons ince :-amment un con eil d'orientation 

economiquc qui era en quelque orte le ervice de planification de notrc vie 
economique et indu trielle et qui aura ·ous sa juridiction un bureau de rccher
che economiques et scientifique ain i qu'un bureau du developpement industriel. 

-ou erions toutefois bien naifs de croire que nous pouvons a nous seuls, 
meme avec la collaboration des municipalite , regler le probleme du chomage. 
~ous avons affirme qu'il y avait la une re ponsabilite provinciale mai nou 
n'avon jamais pretendu qu'il s'agis ait d'une re ponsabilite exclusive. Bien 
au contraire, le gouvernement federal a un role vital a remplir dans cc domainc. 
Vous avez d'ailleurs vou -meme, Mon ieur le Premier Ministrc, reconnu ccttc 
re"ponsabilitc en plu icur occasion que je n'ai pa a rappcler ici. 
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Nous n'avons pa l'intention de suggerer au gouvernement federal comment 
ii devrait s'acquitter de sa re ponsabilite a l'egard du chomage, mais nous osons 
esperer qu'il e t pret a mettre en application une politique energique et efficace 
et qu'il sera bientot en mesure de communiquer avec Jes provinces pour nous 
indiquer, au moin de fa~on generale, quelles me ure ii entend prendre pour 
faire face a la situation. Quant a nous de la province de Quebec, nous sommes 
prets a entamer des pourparlers a ce sujet afin de coordonner nos projets 
re pectifs. 

Les emprunts provinciaux et municipaux 

La situation dans laquelle sc clebattent Jes provinces et Jes municipalites 
dans le domaine de l'emprunt a deja ete di cutee au cour des reunions prece
clcntes. Le probleme sc po e avec unc particuliere acuite depuis 1958. Alors 
qu'entre 1947 et 1957 le budget federaux ont pre que toujours accuse de substan
ticls cxceclents qui uffisaient meme parfoi a procurer au gouvcrnement central 
toutcs le res ourcc nece aire pour older e comptcs extra-budgetaires, en 
1958 le deficit Ul' tou comptc 'e t eleve a 288,300,000; en 1959, a $1,603,-
700,000; ct pour 1960, on I c time a $860,000,000. 

Pour faire face aux dcpensc de l'admini tration du pay,, le gouvernement 
federal a done dtl cmettre, a jet continu, de cmprunts a court terme qui ont 
entrainc une bais~e generale des cour . C'e t ainsi que le rendement des bons du 
trcsor federaux a 90 jour atteignait en aont 1959 le sommet de 6.16 p. 100 et 
que, dcux moi plu tard, tombait a 83{ le cours de l'emprunt de conversion a 
25 ans 4½ p. 100 emis un an plus tot a 100. En effet, preoccupe qu'il etait 
de prolonger I 'echeance de Ia dette publique, en cette meme annee 1958, le gou
vcrncment federal avait effectue un vastc programme de conversion dont !'exe
cution n'avait pa ete ans affaiblir le marche. 

Ces divers facteurs ont reduit considerablement la capacite des provinces 
et de municipalite d'emprunter ur le marche. Le cof1t des emprunts a rapide
ment augrnente a la uite de !'action pri e par le gouvernement federal. La 
aturation du marchc a ete aggnwec par le resserrement du credit qui a oblige 

les banque a chartc a SC clefairc, ouvent a perte, de plus cl'un milliard de dollars 
d'obligation feclcrale , cntre l'automne 1958 ct celui de 1959. 

ctte ituation e t unc ource de difficulte considerables pour Jes provinces 
et le municipalitc qui se trouvcnt placee ain i clans une position beaucoup 
moin favorable que Jes ~phere co1-re ponclantes de gouvernement aux Etats
Unis ct mcme que le granclc societc commerciales du Canada. 

Bien que la Joi autori e expre ement la Banque du Canada a escompter 
des valeur, provinciale , celle-ci limite se operations a la vente et a l'achat 
cl'obligation , ct de bon du Tresor federaux. Cette attitude donne au Gouver
ncmcnt federal un avantage marque pour drainer l'epargne de la nation et Jui 
pcrrnct l'acce a une ource de financement qui n'e t pa acce sible aux provinces 
ct aux municipalite . 

Par aillcut", l'interet paye par Jes socictes comrnerciale sur leurs emprunts 
c t deductible de Ieur revenu pour fin d'impot, ce qui ignifie que Jes gouver
nement - urtout le gouvernement fcclcral-paient pour elles Ia moitie du taux 
cl 'intcret qu'clle con en tent a verser. 

En sommc, quand il s'agit d'emprunter, Jes provinces et Jes municipalites sont 
clan unc po~ition tre clesavantageu e par rapport au gouvernement federal et 
aux grande ocicte commcrciales clan notre pays. 11 est temps, a notre avis, 
que nou, aborclion er probleme erieusement afin de Jui apporter unc solution; 



REPORT OF l'ROCEEDJ.YU,~ 31 

autrcmcnt le::; proYincc ct le · municipalite · c nrront forcfr"' de continuer a 
emprunter trop lourdcmcnt, ur le marchc umcricain, aYCC toutc · le::; con::;equcnccs 
inde, irabJc.._ qu 'ont de tcllc · operation ·. 

A.pre:; cc bref cxpo::;c de qualrc problemc · quc nou con ·idcron · urgent· et 
quc nou Youdrion · Yoir inscrits a l'ordre du jour, nou · pa,;sons maintcnant 
aux , ujct · mcntionne::; dan · le projct de programme qui nou · n etc di tribuc. 

Les subventions conditiomielles et Les programmes conjoints 

Le ubvcntion conditionnclle vcr cc par le gouvernement federal aux pro
vince en rapport a\·cc le · programmes conjoint · admini ·tre · par Jes gouvcrne
ment pro\'inciaux poscnt toutc, ::;ortc · de difficulte ·. Nou compr non que 
!or ·que le gou\'erncmcnt federal decide de participcr a de tel · programme , ii 
exige quc ccrtaine condition soicnt rcmplic · par le · province ·, mni · cc· condi
tion mcmc font naitre plusicm-- complication . 

L'cxpericncc demontrc quc OU\'cnt cc · programme conjoint · ne pcrmettcnt 
pa aux pro\'ince d'utili ·er lcur · proprc · reYenu · commc elle · l'cntcndent et de 
tenir ·uffi ·ammcnt compte de conditions locale. De plu:;, iJ;; oul'vent au i de 
difficulte · administratiYc · qui significnt unc pcrtc cl'efficacite ou double cmploi 
ct de · frai • plu elcYes. Le proYincc;; doi\'cnt aYoir a leur service un per onnel 
, pecialcmcnt charge de faire rapport n Otta"·a de !'execution de cc · programmes 
et le gou\'ernemcnt federal cloit a son tour cmbaucher clc fonctionnairc pour 
\'Oir a cc quc le. condition;; exigec;; par Otta\,·a ·oicnt rcmplic par le · province . 

Ccttc ~ituation, a notrc aYi , c:t clcvcnuc inde. irablc. Le · programmes con
joint cxi tant · ont joue un role :;timulant clan · le db·eloppcmcnt economiquc 
ct ocial du pay ; iL ont ·upplee. n plusicurs cai-, n. I 'initiative de · provinces. 
Ce programme ont maintenant asscz bicn etablis ii l'echellc pro\'incialc pour 
que le gou,·erncmcnt federal cc -;c d 'y pnrticipcr ct orte de cc domainc~. Le 
gounrncmcnt federal dcvrait etrc prct a accepter ccltc dcmandc. EYiclcmmcnt, 
ii faudrn alor · qu'il com pen c plcincmcnt le pro,·incc · pour lc1; rcspon ·abilites 
financiercs additionncllc · dont cllc · sc chargcront. 'cltc compcn1-ntion financicrc 
denait prcndrc la formc de droit s aclclitionncl · de taxation .-pecifiqucmcnt re~cr
ve. aux gouYcrnemcnt · provinciaux ct de paicmcnts clc perequation rorrc.-pondant. 

haquc province ~crait ainsi librc rlc dispo, er de ;;cs rcvcnu · commc ellc l'cntcnd 
duns le champ de juridirlion qui Jui sont proprcs. i. Tou · !"01111ncs pcr:;uarl{•.~ 
qu'il ~crait rclatiYemcnt facile de trouvcr unc formulc de compcn-;alion qui 
pourrait ~ali faire tou le · gouvcrncmcnt . Lor quc nous parvicnclron: a c·ct 
item de l'ordrc du jour ct que nou pourron en cliscutcr plu · en rlctail, nous 
oumcttron" unc tellc formula et nou ~cron cgalcmcnt en mcsurc de conc;;irlcr r 
eparemcnt chaque programme conjoint qui erait convert par nolrc propo~ition. 

i, par ailleur , le gouvcrnemcnt federal n'e t pa · prct prc-,cntcmcnt a accep
ter no propo ition , nou repo eron le problemc a la prochainc conference ct 
nou in i tcron pour y apporter une solution satisfaisante. 

En attendant, toutcfoi , le gouverncment de la province de Quebec se trouve 
place clcvant un fait accompli. Pre cntement, Jes citoycns du Quebec participcnt 
par !cur · impot fcclcraux au financcmcnt de plu:;ieur programme. conjoints 
applique clan le re te du pay · san~ toutcfoi en retirer eux-memc lcs benefices. 
Le contribuablc du Quebec nc sauraient upportcr plu ' longtcmp. unc ·ituation 
au~ i inju. tc. Au-~ i la province de Quebec prend-cllc le. me ures neCC'-"a irc · pour 
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toucher, sur une ba"e temporaire et en pre ervant sa pleine ouverainete, toutes 
!es subventions conditionnellcs qu'elle ne rec;oit pa mai qui sont distribuees aux 
autres provinces par le gouvernement federal. Nous songeons particuJierement 
a !'assurance-hospitalisation et a Ia route Tran -Canada. 

Unif ormisation de la legislation fiscale et taxes speciales 

Kou n'avons pa , !'intention a ce stade de discuter dans le detail les quatre 
items de l'ordre du jour qui portent sur !'attribution des benefices des societes 
et du revenu des particulier aux provinces, sur l'impot afferant aux ressources 
naturelle , ur la taxation de certaines compagnies d'utilite publique et sur Ia 
taxation des societes de la Couronne. II s'agit la de probleme peciaux qui soule
vent des aspect techniques que nou pourron plu utilement discuter au cours 
des seances subsequentes de cette conference. 

Pour le moment, nous nous limitons a declarer que nous serons heureux de 
discuter a cette reunion !es deux methodes pre entement utilisees dans !'attribu
tion des benefices des societes commerciales pour fins d'impot et, si possible, d'en 
arriver a une entente qui fcrait disparaitre la confusion actuelle. 

Le domaine des ressources naturelles releve de la juridiction des provinces. 
C'est a elles qu'il appartient d'amcnager ces ressources et de veiller a leur utilisa
tion rationnelle. II est done normal qu'elles regoivent une beaucoup plus grande 
part qu'actuellement de l'impot sur le reYenu des societes qui exploitent ces 
ressources. 

Le partage de l'impot federal sur certaines compagnies d'utilite publique 
souleve certaines complications. II y aurait lieu, en particulier, de reviser la 
mcthode de calcul de la part provinciale et nous ferons plus tard des suggestions 
a cet effet. 

Enfin, nous ne pouvons accepter que Jes societes provinciales de la Couronne 
aient a payer la taxe de vente federale, alors que les societes federales de la 
Couronne sont cxemptes de la taxe provinciale. II s'agit la d'une anomalie qui 
doit disparaitre, d'une fac;on ou de l'autre. 

Les arrangements fisca11x 

J'en arrive maintenant a ce qui est sans doute le probleme le plus important 
a l'ordre du jour. Les arrangements fiscaux de 1955 laissaient les provinces 
completement libres de percevoir leurs propres impots sans avoir a souffrir de 
di crimination; pour la premiere fois dans notre histoire, ils accordaient aux 
province un domaine exclusif clans le champ de la taxation directe; ils recon
naissaient enfin explicitemcnt le principe de la pcrequation, principe susceptible 
de permettre aux provinces moins fortunees de remplir convenablement leurs 
reRpon abilites constitutionnelles. 

Ce regime, sans doute, n'est pas ideal, mais je doute que clans les circons
tances actuelles, alors que le temps nous presse, nous puissions l'ameliorer, du 
moin~ clans ses cadres generaux. Toutefois, si d'autres gouvernements, comme 
celui de M. Frost, ont des suggestions a faire a ce suj et, nous les examinerons 
attentivement. Quant a nous, nous desirous, pour le moment, formuler quatre 
propositions concretes qui, nous en sommes surs, contribueront de fagon impor
tante a ameliorer certains aspects des arrangements actuels et a les faire evoluer 
rapidement vers les objectifs ultimes que poursuit le gouvernement de la pro
vince de Quebec. 



REPORT OF PROCEEDING 33 

En premier lieu, nous demandons au gouvernement federal de se retirer 
completement du domaine des droits de succession qui touchent la propriete et 
les droits civils. Ce champ de taxation devrait appartenir exclu ivement aux 
provinces. 

En deuxieme lieu, nous propo ons que le paicmcnts de pcrcquation soient 
calcules sur la base du rendement per capita de 1 impot ur le revenu des 
individus et des societes commerciales dans la province ou cc rcndcment est le 
plus eleve. Ce qui nous amene a propo er ce changement, c'est la diminution des 
paiements de perequution dont souff riraient les provinces moins fortunees commo 
consequence de notre premiere proposition quant aux droits successoraux. 

Quant au principe meme de la perequation, nous nous opposerons le plus 
fermement pos ible a toute tentative d'en attenuer !'application. Pour plusieurs 
provinces, ces paiements sans conditions sont essentiels a la sauvegarde de leur 
autonomie financiere et legislative. Sans ces subventions, cc provinces n'auraient 
pas d'autre choix que de demander au gouvernement federal d'assumer des 
responsabilites qui leur sont propres, ce qui nous conduirait inevitablement vers 
une centralisation inacceptable. 

Comme troi ieme proposition, nous suggerons que la base de calcul des 
paiements de stabili ation soit portee de 95 a 100 pour cent. Ce changement 
signifierait que dorenavant les revenus d'une province provenant de l'imp6t 
sur le revenu des individus et des societes commerciales, y compris les paiements 
de perequation et de . stabilisation, ne pourraient pas diminuer d'unc an nee a 
l'autre. 

Dans un pays qui se developpe et qui connait la prosperite, cette garantie 
n'entrainerait aucun debourse additionnel de la part du gouvernement federal. 
Par ailleurs, si Jes provinces, surtout les moins fortunees, n'obtenaient pas une 
telle garantie, elles se trouveraient, en periode de recession, dans !'obligation 
de reduire leurs depenses, ce qui impliquerait un ,abandon au moins partiel de 
leurs responsabilites et ne favoriserait certainement pas la reprise economique. 

Nous en venous maintenant aux taux de taxation qui devraient etre inclus 
dans les nouveaux ,arrangements fiscaux ou, plus precisement, a la zone de 
taxation directe qui devrait etre, pour les 5 prochaines annees, reservee exclusi
vement aux provinces. Les taux actuels, exprimes par rapport aux impots fede
raux s'etablissent a 13 pour cent dans le cas de l'impot sur le revenu des individus, 
a 18 pour cent de l'impot sur le revenu des societes commerciales et enfin a 
50 pour cent des droits de succession. 

Nous n'avons pas !'intention de faire ici un expose detaille des exigences 
financieres de la province de Quebec. Mentionnons toutefois qu'il nous faut 
pourvoir non seulement a }'amelioration normale des services provinciaux 
auxquels la population a droit de s'attendre, mais aussi reprendre le terrain perdu, 
combler les vides et commencer une ceuvre de restauration qui s'impose. Le 
gouvernement du Quebec met avant tout !'accent sur !'education a tous les degres 
et clans tous les secteurs. Nous devrons consacrer des sommes considerables a 
cette fin. II s'agit la pour nous, de la province de Quebec, d'un besoin urgent 
et vital. 

Mais ce n'est pas tout. Nous devrons apporter plusieurs ameliorations 
importantes a notre systeme de securite sociale et de sante. Nous aurons a 
executer un vaste programme de construction routiere; a favoriser l'amenagement 
et !'utilisation rationnelle de nos ressources naturelles; a encourager le developpe
ment industriel; a stimuler le progres de }'agriculture afin que nos cultivateurs 
puissent vivre convenablement. Nous devrons aussi tenir compte des problemes 
urgents de nos municipalites. 

87173-1-3 
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Bien qu'incomplete, messieurs, cette liste des reformes a realiser et des 
be~oins a combler n'en est pas moins impres ionnante. Inutile de dire que cette 
reuvre de restauration, mcme si elle n'est pas tout entiere accomplie imme
diatement, exigera de fortes clepenses au cours des prochaines annees et done 
aussi des reYenus additionnels considerables. 

Nous n'ignorons pas non plus que le gouvernement federal doit, lui aussi, 
faire face a de graves responsabilites qui impliquent d'enormes debourses. Nous 
savons fort bien qu'en definitive !'argent ne peut venir que d'une seule source: 
celle du contribuable qui doit deja supporter un lourd fardeau de taxation. 

En tenant compte de toutes ces circonstances et aussi du fait constitutionnel 
que la taxation directe est un domaine conjoint,-je suis aussi magnanime que 
M. Frost l'a ete,-appartcnant aux deux spheres de gouvernement, mais est 
toutefois le seul que peuvent utiliser les provinces, nous estimons que les taux 
de taxation exclusivement reserves aux provinces doivent etre portes a au moins 
25 pour cent de l'impot federal actuel sur le revenu des individus et des societes 
commerciales. C'est la que ma proposition differe de celle de M. Frost, laquelle 
est de 50, 50, 50, alors que celle que je propose est de 25, 25, 100 et le maintien 
des paiements de perequation. Quant aux droits de succession, dis-je, et comme 
je l'ai signale prccedemment, ils doivent appartenir exclusivement ·aux provinces. 
Cette proposition nous semble loin d'etre exageree, et tout comme M. Frost, 
j 'e pere qu'elle sera acceptee. 

Les quatre propositions que nous formulons auront certainement pour 
effet d'amcliorer les arrangements fiscaux actuels. Quand elles seront .acceptees, 
nous serons mieux places pour aborder le probleme fiscal clans ses perspectives 
a long terme et pour tenter de lui donner une solution permanente. 

Mr. Prime Minister, we realize that we have raised a great variety of 
issues. All of these problems are urgent, and we have been elected recently 
by the people of Quebec to solve them. 

We are confident that your Government will recognize our rights because 
you have given your assurance to the country that, under your leadership, the 
provinces and our municipalities would receive a fair deal. The acceptance of 
our proposals by your Governement would certainly give a concrete meaning to 
that assurance. 

The CHAIR:\1AN: Gentlemen, it was our intention to adjourn at 12.45, 
but if we do that the remarks of the Premier of Nova Scotia will be divided. 
I suggest that the better course to follow is to adjourn now, .and resume at 2.30. 

We are delighted with the presentations that have been made, and all of the 
points raised will have to be considered if the agreement which we all desire 
is to be secured. 

The Conference adjourned until 2.30 p.m. 
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fonday, JULY 25, 1960 

AFTER 00 

The Conference re umed at 2.30 p.m., Rt. Hon. J. G. Diefenbaker, Prime 
1ini tcr, in the Chair. 

The CHAIRMAN: Gentlemen, we will come to order and re umc our delibera
tion . The next Premier to make a prc.entation i the Honourable Robert L. 

tanfield, Premier of ova cotia. 
Hon. RonERT L. , TAXflELD (Premier of Nova .._ cotia): 1r. Prime Mini tcr 

and gentlemen, it i a great plea~ure for me to be here today, and I welcome 
thi opportunity to meet with you, Ir. Prime lini. tcr, and all the repre cnt
ativc of the variou province. , to di cu s in a frank and friendly manner the 
mean by which the erYice which all levels of Government mu t furni h to 
their people are to be financed. 

I wi h to a .. urc all of you that while pre. cnting a trongly a.' I can thr 
financial needs of the province of ova cotia, I am not unmindful of the 
heavy responsibilities which mu t be di charged by the federal Government. 
We recognize aLo that all province have their re pon ibilities to meet. 

Indeed, I wi h to empha ize, a I have done in the past, that we arc 
dealing with the needs of Canadian citizen wherever they may re ide, and that 
our purpo e should be to arrive at financial arrangements which will enable 
each province to furni h to its people a reasonable standard of es ential services. 
Thi is our purpo e, and thi is our expectation. 

I tated in general the attitude of the province of Nova Scotia to the present 
fi cal arrangements at the Dominion-Provincial Conference in ovember, 1957, 
and I reviewed our tand at the meeting of the Dominion-Provincial ommittcc 
of Ministers of Finance and Provincial Treasurers, in July, 1959. Let me again 
very briefly state our basic position. 

The present Tax Sharing Arrangement has benefited greatly the province 
of ova cotia, and I do not know how our province could have met the ri c in 
co ts of e~ ential services if the present arrangement-or something of a similar 
nature-had not been in effect. 

1any propo als have been advanced from time to time as to re-allocation 
of tax field and re pon ibilities, as between Canada and the Province , but 
I mu t empha ize in the strongest pos ible terms that any such re-allocation 
would not in it elf enable all of the Provinces to e tabli h and maintain a 
national standard of e sential services. If we arc to establish a national standard 
of e ential ervices, equalization of revenue for essential purposes mu t be th 
key tone of any financial arrangement entered into by anada and the 
Provinces. 

A national standard of e ential service can only be achieved by the gov
ernment of each province having a national average of cs ential revenue to 
provide tho e ervices. Any plan which ignores the variations in the financial 
ability of the province to provide e ential service will fail. It will produce 
good service for some Canadian , and poor service for other anadian .. 

The present Tax Rental Agreement has been very beneficial, but it did 
not in it elf enable our Province to match other provinces in providing es en
tial service . The Agreement furni hes to ova cotia a portion of the revenue 
which is required to supply e sential service , and we must look to our own 
fields of taxation for the balance of our needs. The ability to raise essential 
revenue from local sources varies from province to province, and unfortunately 
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the Provinces of the Atlantic Region by every test are less able than the 
other provinces of Canada to supplement the Tax Rental revenue from purely 
local sources. 

The per capita deviation in each province from the national per capita 
yield from the three broad tax fields is a good indicator of the ability of each 
province to raise essential revenue from purely local sources. Per capita income 
in each province is another indicator that may be used to indicate the ability 
of a province to raise essential revenue from local sources. For the year 1959, 
per capita income in Nova Scotia was $1,116.00, and in Newfoundland $842.00-
as compared with a high in one province of $1,768.00, and a national average 
of Sl,489.00. 

As a further indication of our fiscal need, I might refer to some other 
estimates compiled by the Dominion Bureau of Statistics for the fiscal year 
ended March 31, 1959. Our debt charges amounted to $10.50 per capita
that is, provincially-as compared with the provincial average of $3.29. Our 
funded debt less sinking funds amounted to $312.00 per capita, as compared 
with the provincial average of $160.00. 

Even with the help of the Atlantic Provinces Adjustment Grants, and our 
relatively high rates of taxation in Nova Scotia, in the year ended March 
31, 1959, we expended on a provincial basis $24.20 per capita on Health and 
Welfare services, as compared with the average for all provinces of $30.73. On 
Education we expended $25.35 per capita, as compared with the average for 
all Canada of $30.14. 

Surely these figures point up very clearly that we in Nova Scotia have 
gone into debt-perhaps too much in debt-to provide essential services, while 
at the same time our per capita expenditures on essential services have re
mained well below the average for all provinces. 

A fiscal arrangement based on only three tax fields did not, and will not, 
enable the Atlantic provinces to provide anything approaching a national 
standard of services without resorting to abnormal burdens of taxation. Any 
financial arrangement must recognize fiscal need arising from the inability of 
some provinces to obtain something approaching a national average of tax 
yield from local sources of taxation. 

The Atlantic Provinces Adjustment Grants are a recognition of the fiscal 
need which over a long period of time has existed in the Atlantic provinces, 
and which continues to exist. I recognize the fact that some other provinces 
of Canada at times have found themselves in a similar position, but no region 
of Canada over an extended period of time has been faced with financial dilli
culties to as great an extent as the provinces of Nova Scotia, New Brunswick, 
Prince Edward Island, and Newfoundland. 

These grants have enabled us in Nova Scotia to support and maintain 
educational, social welfare and public health services, which otherwise would 
have been beyond our means. I cannot urge too strongly the necessity that 
this additional assistance be continued, and continued as long as the need 
exists. Even with these grants, as I have already indicated, the Province of 
Nova Scotia is well below the national average in expenditures in such vital 
fields as Education and Welfare. 

We from Nova Scotia, Mr. Prime Minister, are not here as suppliants, 
but as Canadians who are proud of their role in the development of this great 
nation. It has been said many times-but it is worth repeating-that we in 
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the Atlantic province , with a population of roughly 1,850,000 p oplc, provid ' 
a protected market for good manufactured in other Canadian pro\'ince .. 

The much quoted (and, in my opinion, properly quoted) Rowell- iroi 
Commi..: ion pointed out that, partly becau ·c of re ource and indu trial develop
ment, and partly becau c of national policie , the Yarious region of Canada 
arc r •lated and dependent upon one another, but that a Yery large portion of 
the surplu and taxable income of Canada i concentrated in a few ar ns. 

"·c arc more tL n happy that we are able to make a contribution to the 
economy of other regions of Canada, but we cannot really afford it. As the 
Rowell- irois Commission pointed out, the net re ult is that a large amount 
of income and wealth is concentrated in other parts of Canada, and impose 
limitations on the ability of the Atlantic provinces to rai e es ential govern
ment revenue. 

Not only have we been a market for manufacturers-but traditionally we 
have borne the cost of educating large number· of the re. iclents of other prov
inces. It would hardly be equitable for a province with a relatively low per 
capita income to educate today, without as i tance, large number· of the 
residents of tomorrow of more pro perous province . In the field of Education, 
Tova Scotian are proud of their tradition . You will find in any part of 

Canada a great number of person educated in ova rotia, holding po ition · 
of trust and re ponsibility, in the profe sional, academic, commercial and in
dustrial fields. 

That contribution ha not been made without acrifice on the po.rt of our 
people, and they are still prepared to make that acrifice within the limit 
imposed by our economic conditions. The cost of Education is ri ing. The 
increased emphasis on scientific, trade and vocational education has nece -
sitated the construction of larger school units, furni heel with expensive equip
ment. It has neces itated specialization in the teaching profc~!-ion, and the 
mall school staffed with one or two teacher instructing in all ubject can 

no longer furnish a sound basic education for our student of today. 
Let me repeat that we from Nova cotia are not here a suppliants, but 

rather as Canadians who have made and continue to make a contribution to 
the development of this nation. Above all, we mu t not, and w will not, 
neglect the educational need of our children. They mu~t have n.vailnblc to 
them the best educational opportunities that Canada can aff orrl and offer. I 
say Canada, rather than Tova Scotia, because thi , of course, is a mntter of 
national concern. I know that under the British orth America Act education 
is a provincial responsibility, but, if the Province is financially unable to 
maintain a national standard of education because of its financial disabilities, 
then that must be a matter of national concern. 

The cost of supplying a Canadian standard of education is growing enor
mously, and shows no sign of levelling off. The problem in ova cotia is not 
only to meet present cost but to provide for costs which arc increasing from 
year to year. We have more children in school, and they arc staying longer. 
The educational programme is becoming broader in scope, so as to meet 
present day needs. Teachers require more advanced training, in order to 
cope with a more advanced curriculum. These trends must be encouraged, 
but a a result educational co t. increase each year, in ova cotia, as in the 
other provinces. 

I wi h to emphasize today some fields of provincial re;opon ihility which, 
as a nation, we can ignore or maintain at a substandard level in some 
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provinces only at the peril of all Canada-namely, Education, Social Welfare 
and Public Health. I say "at the peril of all Canada", because in these days 
of mobility of population, inability of the Province of Nova Scotia to dis
charge its responsibilities in these fields would inevitably result in the problem 
thereby created spilling over into the other provinces of Canada. I say again 
that as a nation it must be our objective to provide a reasonable standard 
of essential services to all Canadians. 

The cost of Education to the government of the Province of Nova Scotia, 
including the provincial share of debt charges of municipally owned schools, 
but excluding debt charges on provincially owned institutions, using the fiscal 
year ended March 31, 1956, as the base year, increased by some 69 per cent 
as of March 31, 1960. This is about 70 per cent over a four year period. 
The provincial contribution to Education in the fiscal year ended March 31, 
1960, was approximately $8 million higher than in the fiscal year ended March 
31, 1956, and is estimated to increase by about $1½ million in the present 
fiscal year. 

The cost of education to the Nova Scotia municipalities, including their 
share of debt charges on municipally owned schools, using the calendar year 
1956 as the base year, increased by 46 per cent in the calendar year 1959. 
The municipal contribution to Education in the calendar year 1959 was 
approximately $5 million higher than in the calendar year 1956. 

These figures may not of themselves appear very large to some of the 
larger and wealthier provinces, but, when considered in the light of our total 
revenue and the per capita income of our people, they are very large indeed. 
Again, it should be emphasized that Nova Scotia has traditionally educated, 
and is today educating young men and women who move to other provinces. 
Other provinces of Canada are benefiting thereby, because of the movement 
of our trained people to those other provinces. 

While speaking of the movement of trained personnel from our province 
to other parts of Canada, I might digress and direct your attention to the 
inequity of the present system of university grants. They are based on the 
population of each province, and I find it exceedingly difficult to accept that 
basis as an equitable measure of the assi tance to be given to the universities. 

Nova Scotia has the highest enrolment in universities, as compared with 
population, of any pro,,jnce in Canada, and as a result our universities are 
receiving the lowe t assistance per student. The figures that I have for the 
academic y;ear 1959-60 show universities in Nova Scotia receiving $203. per 
student, as compared with the national average of 271. Surely, the cost to a 
university in Nova Scotia, and to the people of Nova Scotia, of educating a 
student i relatively the same as in any other part of Canada. 

Can anyone really suggest that a programme of assistance to universities is 
equitable, which giYes the highest per student assi tance to universities in a 
proYince with the lowest enrolment in relation to population, and the lowest per 
student assistance to universities in a province with the highest enrolment in 
relation to population? This situation is particularly odious, if I may say so, sir, 
to a province such as Nova Scotia, which has made such great contribution to 
the academic life of the nation. 

The co t of the public school system in Nova Scotia, apart from the uni
versities, i di tributed between the Province and the several municipalities, on a 
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fi cal need formula, to equalize educational opportunitie within our Province. 
Uniform as e ment at a uniform rate i the ba e on which the cost of education 
is hared. 

Our municipalitie depend largely on the taxation of real property for 
c , ential revenue, a I think it i generally aero the nation. Property taxation 
i limited, a is every form of taxation, by the financial ability of the taxpayer 
to pay the tax. In Nova cotia, thi problem i aggravated by the low per 
capita income in th<' province, a compared with the Canadian average. 

In ome of the province , in which there ha been great indu trial develop
ment, there i a a re ult a large indu:;trial and commercial tax ba:c. The cor
poration can charge local taxation a a cot of doing bu inc , and to that xtent 
hift the burden to the Federal Trca ury. In Nova cotia, there i no uch large 

commercial and indu trial tax ba~e, and in the final analy i. the large propor
tion of c cntial municipal revenue mu t come from the individual real property 
owner. Thi , a I previou ly suggc ted, coupled with relatively low per capita 
income, has made it extremely difficult for our municipnlitic to maintain 
reasonable tandards of Education and '\Yclfare cn·icc , without re orting to 
abnormal rate of taxation. 

I recognize that we mu t be prepared to show that our municipalitie have 
in fact made full u~c of their tax field . Let me point out that municipal per 
capita tax in Nova cotia increased from 14.51 in 1942, to 29.36 in 1952, and 
to 41.54 in 1958, and the trend continue . 

l\Iunicipal gross unmaturcd debenture debt per capita increased from 58.11 
in 1942 to 70.51 in 1952 and to 97.28 in 1958, and the trend continue . Munic
ipal net unmatured debenture debt per capita increased from 36.68 in 1942 to 
51.00 in 1952 and to 87.38 in 1958. It i apparent therefore that tax levies have 

increa ed-but at the time municipal debt ha also increased. 
Our municipalities are faced with the ri ing co ts of e ential ervices, 

particularly in the fields of Education and Welfare crvice , including as i tance 
to the unemployed-and the municipalitic , of course, look to the Province for 
further a si tancc. 

I ugge t to you that Education, Public Welfare and Public Health arc 
matter of national concern. A the Rowell- iroi Commi ion tated, 

"The quality of education and welfare en•icc i no longer a matter 
of purely provincial and local concern. In anacla today fr cdom of 
movement and equality of opportunity arc more important than ver before, 
and the e depend in part on the maintenance of at lea t national tandards 
for education, public health and care of the indigent. The mo t economically 
di trc. cd area. are the one~ lea t capable of upporting the~c ervicc~, and 
yet arc aLo the one in which the need arc likely to be grcate t." 

That tatemcnt wa made, of coure, prior to 1939, but can anyone quc tion 
its application today? We have trained our re ourcc to the limit in an att mpt 
to maintain the c , c-rvice at a rca onablc level, but we have been unable to 
e tabli h and maintain national tandard ·. 

Our expenditure in the field of Public W !fare are, and I think I could give 
actual figure , probably now about twice what they were in 1954-55, incrca ing 
from 3 million a year then to well over 6 million in 1958-59. The co t to the 
province of Public Health, including admini tration, incrca cd from approxi
mately 6,590,000 for the fi cal year 1954-55 to approximately 10,360,000 for 
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the fiscal year 1958-59. The cost to the Province of Public Health for the fiscal 
year ended March 31, 1960 amounted to approximately 14 million. That, of 
course, was the first full fiscal year during which the Hospital Insurance Plan 
was in effect in Nova Scotia. 

Current operating costs of providing Public Health services, including the 
Hospital Insurance Plan, present a serious financial problem, but perhaps more 
serious for the immediate future in this field are the capital costs which will 
arise from the necessary hospital construction programme as a result, in part, of 
the plan. We forecast that capital expenditures on general hospitals and nurses' 
residences will total $38 million for Nova Scotia by 1965; and of that amount 
the Federal Government will contribute approximately $4 million, if its present 
Hospital Construction Assistance is continued. 

The present five-year period-that is the period of the hospital construction 
arrangement-will terminate, I understand, on March 31, 1963, and the amount 
still available to Nova Scotia, under anything that has been announced, after 
taking into consideration all commitments, is some $1½ million-that is about 
$2½ million less than would be required to meet the federal share of our pro
gramme between now and 1965. 

I suggest that the Federal Hospital Construction Assistance Programme is 
complementary to the Hospital Insurance Plan, and we must have some assur
ance that the federal assistance in the construction of necessary hospitals and 
nurses' residences will continue, so long as it is necessary to carry on a building 
programme to meet the increased demands for hospital beds arising from the Hos
pital Insurance Plan. Furthermore, if I may say so, the present amount paid peir 
bed by the Federal Government is inadequate in relation to the actual cost of 
providing hospital beds. 

On this subject, let me repeat in substance what I said previously, namely, 
that the decision to exclude the cost of caring for patients in tubercular and 
mental hospitals from the sharing provisions of the Plan does not seem wise. 
If it is to be a national insurance plan, how can the cost of hospitalization 
for tubercular and mental patients be logically excluded? They are not in less 
need of hospital care than are persons suffering from any other illness. Their care 
is not any less a matter of national concern than that of persons suffering 
from illnesses that are now covered by the Plan. 

It has been amply demonstrated that early diagnosis and treatment can 
practically stamp out tuberculosis as a major health hazard. Surely, that being 
so, every effort should be made to provide on a national basis provision for 
early diagnosis, treatment, and cure. Again, it has been demonstrated in recent 
years that professional treatment of mental illness can return many afflicted 
persons to useful and productive lives in their communities. Again, I suggest 
that the care of the mentally ill should be a matter of national concern. 

I note that the agenda provides for discussion of the sharing of the federal 
income tax collected from corporations whose main business is the generation 
or distribution of electrical energy, gas or steam. We have made our views known 
on this subject previously, and will again when we reach that topic on the 
agenda. 

Turning for a moment to another shared program, the Trans-Canada High
way Programme, I would like to say that it seems to us to be very worthwhile, 
and I suggest that we should give serious and careful consideration to the ex
pansion of that programme. A first-class highway from coast to coast is as 
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important today as a trans-continental railway was in bygone day . However, 
if the Trans-Canada Highway i to serve fully the people of Canada, it must 
have feeding into it in each province a system of first-class highways, in the 
same manner as branch railroads feed into our tran -continental railway 
system. 

Certainly we have arterial highway in Tova cotia which are ju t as 
important to a national highway system a i the Trans-Canada Highway in 
Nova Scotia. I suggest that the Federal Government hould carefully con ider 
participation in a programme de igned to integrate the Trans-Canada Highway 
with provincial roads which are con idered to be of major importance to the 
transportation system of each province. The purpo e of such o. program would 
be to develop a highway system which would make the greate t contribution to 
the development of the nation as a whole. 

The Roads to Resources Programme enabled u to rai e the tandard of cer
t,ain roads in the Province, and it seem to me that uch a programme, if con
tinued an<l expanded, would re ult in a y tcm of road in each province which 
would feed into and complement the Tran - 'anada Highway. 

Recognition of fiscal need is nece ary for ~ Tova cotio., becau e of our 
relatively low incomes. We wi h such fi cal a i tance were unnece ary for 
us. I wish I could stand here and talk about the extcn ivc programme involved 
in too rapid provincial development. We wi h fi cal a i tancc were unnece ary 
for us. We are doing everything within our power to rai e the living standards 
of our people through our own efforts, in co-operation with our ister Atlantic 
Provinces and with the help and assi tance of the Government of Canada. 

Although personal income per capita is rising in the Atlantic Province , and 
although some sectors of the regional economy have shown con iderable growth, 
the relatively low average rural income in sub i tence occupations in our area 
is sufficient to pull down the per capita income to a point sub tantially below 
that of the more prosperous parts of Canada. l\Iore profitable employment is 
not yet available for these rural citizens in our Province on a sufficient scale. 

A similar problem has developed in the coal mining indu try in the Prov
ince of ova cotia. Employment in coal mining ha fallen. It i becau e our 
miners do not have other employment opportunities in their communities that 
every effort must be made to maintain the inclu try on a maximum scale. 

Seasonal employment i a problem throughout Canada, but its impact is 
especially heavy in the Atlantic Province and has been causing us great con
cern in Nova Scotia. If we are to rai e the per capita income in ova cotia, 
and with it our standards of ervices-ancl thi i our fixed purpo:;e and deter
mination-we mu t secure and develop indu try which require a large labour 
force employed throughout the year. 

To succeed in this, we require a high degree of national a. si tance. ational 
policies, as we have already suggested el ewhere, are ju t as e sential to the 
proper development of the Atlantic region, a· different national policie have 
been essential to the development which ha taken place el ewhere in this 
country. 

This is a conference set up to deal with fiscal arrangement . We in rova 
Scotia require fiscal assistance. Let me ummarize briefly what I conceive to be 
the principles on which financial arrangement mu t be ba eel. 

Fir t, constitutional respon ibilities mu t be accompanied by financial ability 
to discharge those respon ibilities. econd, a Canadian citizen, wherever he re
sides in Canada, in entitled to a national standard of essential services. Third, 
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the Federal Government, with its power to impose direct and indirect taxation 
on a nation-wide basis, must supplement the revenues of some provinces, so 
that they may discharge their constitutional responsibilities and furnish a 
national standard of services to the Canadian citizens residing within their 
borders. Fourth, any tax-sharing plan which is based on a limited number of 
taxation fields must provide for equalization in those tax fields and must be 
supplemented by payments to some provinces to compensate them for their 
deficiencies in their local taxation fields. 

The present tax-sharing plan agreement, supplemented by the Atlantic Prov
inces Adjustment Grants, has been of great assistance to Province of Nova 
Scotia, but we require substantially increased revenues to maintain our present 
standards-let alone attain national standards-in Education, Health and 
Welfare. 

We have no wish to be unreasonable, and we will give fair and full con
sideration to any constructive suggestions put forward at this conference. We 
have taken no rigid position in this opening statement, but we must insist, 
Mr. Prime Minister and gentlemen, on full recognition of the fiscal need of 
the Province of Nova Scotia. 

The CHAIBMAN: Gentlemen, we will now hear from the youngest Premier 
present, the youngest both in years and in length of time in office. I call on 
Mr. Robichaud. 

Hon. Loms J. RomCHAUD (Premier of New Brunswick): Mr. Prime Min
ister and gentlemen: 

It is a privilege for me to be able to attend this all-important Conference 
of the Federal and Provincial Governments of Canada as Premier of my native 
province. I thank my fellow-citizens of ew Brunswick for the opportunity 
they have given me to present their views on matters of great concern to us 
as well as to our fellow-Canadians in the other provinces. The privilege con
ferred upon me, therefore, carries with it a serious responsibility. 

J e voudrais saluer respectueusement et remercier cordialement la popula
tion du Nouveau-Brunswick de m'avoir permis d'assister a ces assises aussi 
irnportantes qu'historiques. Je voudrais dire a toute la population de ma pro
vince, aussi, qu'aujourd'hui, demain, mercredi et toujours, j'aurai a creur son 
bien-etre cconomique et social; et je voudrais assurer cette meme population que 
jamais je ne devierai de cette ligne de conduite. 

In speaking for New Brunswick I have the honour to speak for one of 
the original partners in the Canadian Confederation. When we united with 
Nova Scotia and the then province of Canada to form a new Dominion in 
1867, v.-e did o with great expectations. We looked forward to economic growth 
and development which, in some respects. might exceed that of the other prov
ince but would, in any event, not lag far behind. Our expectations were not 
fulfilled. We find ourselves today, along 11·ith Nova Scotia, Prince Edward 
Island and ewfoundland, a region of Canada whose development has been 
retarded. This fact, I submit, is not compatible with national unity and the 
national welfare. 

Jew Brunswick's view in this matter was well expressed by you, Mr. Prime 
l\Iinister, in your opening remarks at the Federal-Provincial Conference of 
1957, when you said: 

"We believe that this Federation cannot thrive in a climate of glaring 
disparities in levels and standards of service and development as between 
the several provinces from Newfoundland to British Columbia." 
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Thi i what we believe in ... ·ew Brun wick. It i · the b Ii f, if I mny speak 
for them, of the four province of the Atlantic region. I am confid nt that it 
i,; al o shnr <l by the other provinces. 

Accordingly, it i the purpo ·e of the .l. Tew Brun wick ubmi :,,ion to this 
Conference to recommend men urc · and project · which will a ·i t in reducing 
di ·paritic· in economic development and in level' and tandard of ervice .. 
Om aim i to be in a po:-ition to pro,·ide for our people rca onablc Canadinn 
-t:lndnrd without impo ·ing on them an abnormal burden of taxation. 

~Ir. Prime :--.Iini ter, it i a turtling fact that per capita income in the 
:\Iaritimc province i, about two-third of the national average and not much 
more than hnlf of that of the wealthier province . The r a on for thi is the 
scriou Ing in economic development which force· an unduly large proportion 
of our people to engage in mnrginnl or ·ub-marginal activitic~. Thi lag i 
particularly marked in the indu trial cctor of the economy. I uhmit that if 
the tandard of our people arc to be rai·cd to a lc\'l'l of tolerable Canadian 
tandard , the Government of Canada mu t co-operate with our Governments 

in the Atlantic province in creating a climate which will provide an incentive 
for the growth of manufacturing in<lu try. incc thi i. a matter of vital con
cern to New Brun wick, I hall now pre cnt certain propollal in this ron
ncction. 

J1 onetary Policy 

In the fir -t place, I mu t urge the importance of flexibility in national 
monetary policy. The application of a uniform policy of credit rc.-triction to 
all region of anacla Im had the effect of further retarding economic growth 
in the Atlantic region. We believe that it should be obvious that a tight money 
policy applied to a region where money is already carce is not logical anrl 
mu t operate to it detriment. In. ofar a our indu ·trial clcvclopmcnt is con
cerned, thi policy ha seriously aggravated the difficultic with which we 
were already confronted. Insofar as the performance of provincial and munici
pal Government function are concerned, high intere t rate have retarded 
the provi ion of e ential ervices and facilities required by our people. on
sideration mu t be given to policies which will enable these Governments to 
borrow at lower rate . 

I am well aware of the argument that monetary policy i in its nature 
of a general character and mu t, therefore, apply to all regions of our country. 
Thi argument denying that flexibility i pos ible i a fotali tic conclu~ion 
which we cannot accept. It is ignificant to us that when the Bank of England 
decider! to impo c crcrlit re triction "·ithin the pa. t few months, a di!'ltinction 
,,,.a made bct'\\·ecn the banks in England, where inflation is apparently con-
irlcrcd a greater threat, and the bnnk in cotlaml, where the rate of economic 

expan ion ha been less rapid and where unemployment i higher. We feel 
that therein lie a lcs on which we may well learn in Canada and I commend 
it to the Government of Canada and to the Bank of Canada. 

The Governments of the Atlantic province , as you arc probably aware, 
have already initiated an inquiry into the effect of monetary policy on their 
economy and the po .. ibility of a more flexible policy to meet their needs. Thi 
inquiry will al o con. icier war and mean. of timulating a more rapid rate of 
economic growth, with particular reference to changes in monetary policy, to 
capital market , and to the extent to which particular incentivcc: to industry 
may accelerate the rate of economic clc,·clopment. 

87173-1-4½ 
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We asked the Government of Canada that it should, in turn, reconsider 
the problem of monetary policy in its effects on the Atlantic region as a matter 
of urgent national importance. We submit that the Government of Canada, 
through the instrumentality of the Industrial Development Bank, is in a 
position now to introduce a policy of flexibility in interest rates. This would be 
a first step, but an important step, in encouraging further economic development 
in the Atlantic region. 

Incentives to Industry 

While the ability to borrow at lower interest rates would serve to encourage 
industrial development, we urge that other incentives are also necessary. These 
may take the form of tax concessions. They may also include grants towards 
capital costs as provided under the Local Employment Act in Great Britain 
which was enacted to promote economic growth and diversification in retarded 
areas. 

We submit that such incentives would encourage industrial location where 
the social capital and labour are available, as in New Brunswick. We have 
the people, and we have built the schools, the roads, the water and sewerage 
facilities. It follows that the investment per worker would be considerably less 
for an industry establishing itself in New Brunswick than it would be where 
the social capital would have to be provided in addition to the industrial 
capital. 

It has been estimated that the investment per worker in secondary manu
facturing may average $10,000 in terms of industrial capital and an amount of 
up to $25,000 in social capital. We therefore submit that a policy of incentives 
to manufacturing industries which encourages the use of existing social capital 
by bringing "work to the worker", is economically desirable and in the best 
interests of the national and regional economies. 

This morning the Premier of Ontario, Mr. Frost, outlined the heavy financial 
costs which the provincial Government and the municipalities have had to face 
because of industrial expansion in his province. This is because industrial 
growth has called for heavy capital expenditures on social capital, but we in 
New Brunswick and in the Atlantic region generally have the social capital 
without the industry. I therefore submit that if our proposal to bring industry 
to the worker is implemented it will not only benefit the Atlantic region but 
will also save Ontario the necessity of spending millions of dollars on new social 
capital. We shall be only too happy to co-operate with Ontario in this. 

Capital Projects Development Fund 

I have already drawn your attention, Mr. Prime Minister, to the very 
large number of people in the Atlantic region who are engaged in marginal 
activities with consequent low average earnings. This is, of course, related to 
the lag in our economic growth. The Royal Commission on Canada's Economic 
Prospects attributed this lag in economic activity to the relatively slow rate 
of new capital investment in the region. The Commission's study on regional 
aspects of Canada's economic development found as follows: 

"The financial position of the governments of the Atlantic provinces 
precludes any serious consideration of their capacity to undertake the 
heavy investments which must be contemplated in carrying out the necessary 
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resource explorations and providing the additional services on a scale or 
at a cost sufficient to prove effective in overcoming the backlog of the rpast 
and inducing a healthy level of capital investment and economic expansion. 
It is probable, in fact, that many of these expenditures, to achieve any 
such result, will have to be made on an investment basis, the sums invested 
being treated as equity capital." 
On the basis of these findings, the Commission recommended "that the 

federal Government gree to contribute a substantial sum for capital projects 
in the Atlantic area to be spread over a relatively short period of years. The 
purpose would be to cover the costs of necessary capital investments, some or 
all of which would normally be the responsibility of the provincial Govern
ments." For this purpose a Capital Projects Commission for the Atlantic prov
inces would be set up. 

We urge the Government of Canada to give immediate effect to this recom
mendation. We cannot over-emphasize the need for capital investment to raise 
the present low standards in the Atlantic provinces. It is essential to improve 
productivity which is fundamental to any rise in income. In so far as possible, 
and having regard to its means, the Government of ew Brunswick proposes 
to supplement the funds provided by the federal Government for economic 
development. 

In urging the establishment of a Capital Projects Development Fund for 
the Atlantic region, I am confident that we shall have the support of the other 
provinces. It must be remembered that we have not been in the fortunate 
position of those provinces which have been able to extend their boundaries to 
the north, where vast resources have been discovered and large capital invest
ments made for their exploitation. I need only refer to iron ore, uranium, ba e 
metals, oil and gas. While the map of Canada has changed very greatly since 
1867, the map of the Maritime provinces has remained the same. 

Transportation-The Chignecto Canal 

At this point I would ask the Prime Minister and the Premiers to have 
a close look at the map of Canada, particularly the shortness of the construction 
route of the Chignecto Canal. 

I come now to another factor of major importance in its effects on economic 
growth in the Atlantic region; low-cost transportation. It was a basic under
standing at Confederation that transportation facilities would be provided to 
give access to the products of the Maritime provinces to the markets of central 
Canada. Resolution 66 of the London Conference of 1866 reads as follows: 

"The communications with the Northwest Territory, and the improve
ments required for the development of the trade of the Great Lakes 
with the Seaboard, are regarded by this Conference as subjects of the 
highest importance to the Confederation and shall be prosecuted at the 
earliest possible period that the state of the finances will permit." 

That was, Mr. Prime Minister, in 1866. To fulfil the intent of the Fathers 
of Confederation, a Royal Commission as early as 1871 recommended the con
struction of the Chignecto Canal which would provide direct water transportation 
between the Bay of Fundy and the Gulf of St. Lawrence. In the years since 
then, the Government of Canada has invested billions of dollars in railway 
and canal facilities to promote national development but the aims of Confedera
tion have not been fulfilled for the Maritime region. 
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The mo t recent large-scale federal investment in transportation has 
been the completion of the t. Lawrence Seaway which provides deep-water 
transportation into the heart of the continent. Xew Brunswick submits that a 
canal acro:;s the Isthmus of Chignecto, which we have been urging since 
Confederation, must no"· be completed as a natural exten ion of the St. 
Lawrence Seaway. Without it, the impact of the eaway on the Maritime region 
may ,veil be adverse. 

We urge the con -truction of the canal by the Government of Canada as 
a public invc tment which ,Yould benefit all of the Atlantic Provinces. In 
terms of prospective investments of more than 8100 million by industry, 
conditional upon the con trur.tion of the canal, and of the employment which 
would thereby be created, this is a matter not only of regional but also of 
national concern. The Government of Canada has recognized the overriding 
national interest in the welfare and development of each of the regions which, 
together, constitute the Canadian Federation. In this connection I point to the 
construction of the St. Lawrence Seaway in central Canada ,and to the South 
Saskatchewan River Project in Saskatchewan. ,ve submit that the Chignecto 
Canal is in the same "·ay essential to the development of the Atlantic region. 

Notwithstanding the fact that the financial responsibility for construction 
of the Chignecto Canal belongs to the Government of Canada, an agreement was 
reached between the federal Government and the late Government of New 
Brunswick to share the costs of a feasibility survey. We do not feel that any 
of such costs should fall on the Government of New Brunswick. Nevertheless, 
having regard to the understanding reached and to the urgency with which 
we view this matter, the Government of New Brunswick is prepared to par
ticipate in the cost of the survey. 

In the field of t.ransportation, we also urge the Government of Canada to 
restore shipping services between the Atlantic region and the West Indies. 
The islands of the We t Indies have for many years offered a market for our 
products, and trade to us is vital. We should make all efforts to expand our 
trade with the West Indies Federation which is now being formed. We submit 
that this requires that the shipping ,services should be restored. 

Trade Arrangements 

While appreciating that international trade is of great importance to all 
regions of Canada, I must emphasize the fact that it is pa,rticularly important 
to the Atlantic region. Cut off from our natural markets in the New England 
States by national tariff policies, we have found it difficult to obtain ,access 
for our products on a competitive basis in the markets of central Canada. 
Accordingly, ·we are of the opinion that a re-assessment of our international 
trade policy is essential. 

More particularly, we ask the Government of Canada to explore possible 
trade and tariff a1Tangement6 with the United States and other countries 
which will permit reciprocal trade in specific products of our fishing, agri
cultural and forest inclustrie~. 

Federal-Provinciai Fiscai Arrangements 

To this point, Mr. Prime Minister, I have dealt with basic economic 
problems affecting the four Atlantic Provinces, and have recommended measures 
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which the ,overnm nt of .1. • cw Brun::;wick believe · would promot th economic 
development ncce a.ry to rni::;e the tnndard of our people. I now propo::-e to 
deal with matter' affecting the financial rc:-pon,ibilitic · of the provinc of 
_ r w Brunswick and of it ' municipalitie , and the con!';cqu nt burd n of 
taxation. 

In the ten year from 1950 to 1959 the net ordinary expenditure of the 
provincial Government ro~e from 0.2 million to 69 million. By goyern-
mental function-, tl.c inerea~e were a follow : 

1950 1959 

Public ,Y elf arc 
Education 
Higlw,ay-, bridge 

and ferric 
~lunicipalitic~

ub idi :, 
Other 
Net debt charge 

6.1 million 
3.4 million 

6.5 million 

2.1 million 
4.3 million 
7.9 million 

11.4 million 
10.7 million 

21.0 million 

4.9 million 
9.7 million 

11.3 million 

In the ame p riocl, that i 19.50 to 1959, our revenue from the Gov rn
mcnt of Canada, by way of tatutory ub idics, payment under the Tax 
Rental Agreement· and our hare of the Atlantic ProYincc~· Adju tment 
Grants, increa eel from , 11.7 million to 31.5 million. 

It follows that from 1950 to 1959 provincial Government co,ts howed 
an increa e of 39 million, while receipt from the federal Government rose 
by ..,20 million. The difference wa met by the .1. rew Brun wick taxpayer. 
But this does not mea ure the whole incrca e in the tax burden. In the ame 
period of ten year, our municipal expenditure~, excluding chool boards 
which levy taxe , ro e from some 17 million to S3 .6 million, or an increa. e of 
more than 21 million, and thi amount was al o added to the tax burden. 

I might point out at this stage that our population in ew Brun wick is 
in the vicinity of 600,000, so in the light of the number of people we have in 
New Brunswick these figures are imply staggering. 

These increases in the costs of government have resulted in an abnormal 
burden of taxation on a people with a low average per onal income. Is there 
another province which levies a personal property tax on automobile ranging 
from 65 to 200 every year? Is there a province other than ew Brun wick 
that levies a municipal poll tax ranging from 10 to 45? 

I wa amazed, amused, and perhaps flabbergasted thi morning, and tears 
almost came to my eye when I heard the Premier of Ontario talking about 
the plight of staggering magnitude of the municipalitie of his province. In 
the light of the e figures here, and in the light of other figures which could 
be produced from cw Brunswick, I believe that ~1r. Fro t has certainly 
enlightened me, because I was certainly ignorant of that plight in Ontario. 
Perhaps on this floor, we have something in common, fr. Fro t and myself. 
I did not know what the situation was in Ontario, and it may be reciprocal. 

Hon. Mr. FROST: Perhaps we hould have a coalition. 

Hon. Mr. ROBICHAUD : It is well to note that Tew Brun. wick' per capita 
personal income of 967 compares with a per capita per. anal income of 1,767 
in Ontario. Perhaps I should repeat this figure for the benefit of the delegation. 
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Our per capita personal income in New Brunswick is $967, while in Ontario 
it is $1,767. Accordingly, when a Hospital Insurance premium was introduced 
in our province where we already levied a sales tax-although the general 
practice is to finance hospital insurance by a premium or a sales tax but not 
both-the burden became intolerable for the mass of our taxpayers. This fact 
is well expressed in the current number of The Atlantic Advocate which says: 

" ... there can be no doubt that with half the farmers living at below 
subsistence level on $1,000 a year or less, and the fishermen eking out 
their miserable pittances of a third less than that, the $50 a year premium 
was insupportable." 

For compelling reasons, therefore, the hospital premium is being abolished. 
The Government of New Brunswick submits that, having regard to the 

burden of provincial and municipal taxation, neither the province nor the 
municipalities are in a position to increase taxation to meet the growing 
requirements of our people. We submit that the Government of Canada must 
face this fact in the light of a situation where the brunt of increased Govern
mental expenditures is falling on the provinces and the municipalities. I 
should add that to the degree that the province of New Brunswick receives 
a larger share under the Federal-Provincial tax-sharing arrangements, the 
municipalities will benefit in that they receive approximately one-sixth of the 
provincial revenues from this source. 

Accordingly, our proposals in respect of the Federal-Provincial tax-sharing 
arrangements are •as follows: 

1. The standard rates in respect of individual income tax and cor
poration income tax, which, together with the standard succession duty 
rate, determine the tax rental payments under the existing arrangements, 
should be increased. 

2. The formula governing tax equalization payments under the existing 
arrangements should be modified by raising the basis for the determination 
of these payments to the tax yields in the top province, and not in the 
two top provinces. 

3. The formula governing provincial revenue stabilization payments 
under the existing arrangements should be modified by increasing the 
percentage to 100 per cent of the total of the tax equalization payment, 
provincial revenue stabilization payment, provincial revenue stabilization 
payment, and tax rental payment applicable to the province in the first 
fiscal year of the new arrangement. 

The Federal-Provincial Tax-Sharing Arrangements Act by an ·amendment 
enacted in 1958, recognizes the special problem of the Atlantic provinces and 
provides for Atlantic provinces adjustment grants for a period of four years 
commencing in April 1958. The special problem of the Atlantic region was 
set out by you, Mr. Prime Minister, in words which are as applicable today 
as they were then, when you said at the Conference held in November 1957: 

" ... As I view the situation, the first problem we have to consider is 
the need for some special recognition of the situation of the Atlantic 
provinces . .. " 
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I mu. t apologize, Ir. Prime Mini ter, I do not speak as well as you do, 
but till I am quoting you. 

"I belicYe that we all recognize, however, that the Atlantic province 
a a group arc confronted with greater difficulties in public financing than 
the rest of the nation, if they are to maintain the ort of ProYincinl nncl 
l\Iunicipal services that Canadians generally expect. The taxable capacity 
of the Atlantic provinces, even in the be t of times, is significantly lower 
than that of the other provinces. 

"The Dominion Government and I believe the Government of the 
provinces recognize the special problem of the Atlantic provinces. 1y 
colleagues and I are prepared to recommend to Parliament some form 
of pecial a si tan cc to the Governments of the Atlantic provinces ... " 

I submit that the special problem of the Atlantic province to which you 
referred, Mr. Prime Mini ter, continues to exist and, therefore, that the special 
recognition evidenced by the Adju tment Grants voted by Parliament must 
likewise continue. For all the rea ons which you have stated so well, the 
Government of New Brun wick urges that the Atlantic Provinces Adjustment 
Grants be placed on a permanent basi . The e grants mu t continue to be paid 
until we are in a position to provide our people, who rcpre cnt more than 
10 per cent of the population of Canada, with reasonable Canadian standards 
of welfare and services. 

Conditional Grants 

Before concluding my statement, I must make reference to capital 
projects and governmental services in which the Government of Canada now 
participates with the provinces by way of conditional grants. It is our view that 
the present arrangement operates unfairly because each province is called upon 
to bear the same percentage of the cost. It is clearly inequitable, for example, 
to call upon the Atlantic provinces to pay the same proportion of the cost of 
the Trans-Canada Highway within their boundaries as is paid by the wealthier 
provinces. This applies equally to other projects and services. 

Accordingly, we submit that conditional grant should take into account 
the capacity of each province to pay its own share of the costs. I may point 
out that this principle is applied in the United States in the case of certain 
federal grants paid to the States, and that it is also recogniz.ed in the Federal
Provincial sharing of ho pita! in urance costs in Canada. 

In conclusion, Mr. Prime Minister, I want to assure you that the proposals 
which I have had the honour to submit to this Conference on behalf of the 
Government of New Brunswick, have been submitted not only in the interest 
of my province or of the Atlantic region alone but also in the national interest. 
In the world which we face today, the Canadian nation must be strong and 
united. We believe that implementation of our proposals will serve to promote 
this end. 

The CHAIRMAN: We will now hear from one of the Western Premiers, the 
Premier of the province of Manitoba, Mr. Duff Roblin. 

Hon. DUFF ROBLIN (Premier of Manitoba): In the first place, Mr. Prime 
Minister, may I return the very kind greeting which you extended this morning 
to those four Premiers who appear here at this plenary session for the first 
time among whom I am one. But as I have had the advantage of being able 
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to represent my province at the meeting of the Provincial Treasurers during 
past recent times, perhaps I should begin by saying that on the occasion of our 
earlier preliminary meetings, which were held to examine and explore our 
mutual problems, the province of Manitoba set out then those policies which 
we believe are fundamental to the solution not only of the problems of our 
province, but of the problems common to the nation. 

Although at that time, in the course of our earlier meetings, we were made 
aware that our submissions would not result in decisions prior to this plenary 
session, we nevertheless welcomed the opportunity to put our proposals on 
record. We come to this culminating se sion to re-affirm those views. The 
province of Manitoba is no less decided; its problems are no less urgent of 
solution; and we are certainly as anxious now as then to reach just conclusions 
in the interests of the people of Manitoba, and, indeed, of all Canada. With that 
firmness of view, I trust I may add, there is an equal firmness of good faith 
and good will in approaching these deliberations. 

Fiscal relations between the provinces and the Dominion have enjoyed 
a long and fruitful development, particularly in the last two decades-enhanced 
in the beginning of that time by an acute national emergency and sustained for 
the past fifteen years by the rapid economic growth of our nation. On other 
occasions, international events cast their shadow on these deliberations. Today, 
the state of the world is one for serious concern, shared equally by every 
citiz.en. But may I say, sir, this should give added purpose to our deliberations, 
the result of which is the maintenance of a sustained economic and social 
development to the end that we have a stronger and more united nation, one 
that will be an even more fitting example in the world. 

In the past, and today, the position of the province of Manitoba is to seek 
earnestly the greatest good for Canada as a whole. It remains our view that 
this country can flourish only as a working partnership in which there is 
some measurable degree of economic equality constant to every segment of 
the land. Surely this must be the basic aim of our fiscal arrangements. With this 
in mind, we hope to make an effective contribution on this occasion. The prod
uct of our deliberations should be such that with changing and evolving 
economic circumstances, a fiscal policy will be proclaimed that will best ensure 
the progressive development of our nation. 

There are many nations, all with their deliberative assemblies and coun
cils; many federations, not unlike Canada. But may I say, as one of the younger 
members here-and I mean this in terms of attendance at these sessions-and 
as a Canadian, one cannot fail to be deeply impressed by the unique character 
of a conference such as this. The patterns and habits of our nation are such 
that we gather here as several provinces, each jealous of its rights and pre
rogatives, and yet, I am sure, each with a profound respect for our sister 
pro-vinccs and, more than that, a sympathetic awareness of their special problems 
and needs. 

Manitoba is fully prepared and eager to do her fair share in promoting 
that development which will be of benefit not to herself alone, but to all of 
Canada. To do so she must enjoy first a position of equality. I need not 
adorn that word, but merely emphasize it. For Manitoba to accept her responsi
bilities as a Canadian province and for her Government to meet her obligations, 
there can only be a position of equality, unqualified and unequivocal. This is 
our urgent need and we are encouraged in the knowledge that we are not alone 
in our search for it. ,v e seek, as do our sister provinces, the answer to our 
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requirement of u tained and orderly growth. In full awarcnc of our part 
m onfederation, we reaffinn that no province-no cgmen~f our nation can 
be left behind without criou di adYantage to the entire national community. 

To give the impetu of policy to thi traditional and continuing principle 
of anadian development i our ta k today. We meet a the Father of on
federation did almo t a century ago, with a common intere t in the welfare of 
Canadians. This interdependence, to use the word of :Mr. Le age, i a fact of 
Canadian life which mu ·t be recognized and accepted, and you, :\Ir. Prime 
:\Iini ter, have accepted thi in a lucid way today by tating in emphatic term 
the equalization principle which will upport and ·tdain our fi cal arrangements 
for the future. It i ba ic if we arc to have equality of opportunity for all Cana
dian in all province . 

ince 1942, we have een ome rather important change in the relation
ships between the cnior lc,·cl of Government in this country. I do not propo e 
here to recite the virtues or the shortcoming of the financial arrangements 
which have been dcvi cd in thi period. Certainly they have not been perfect 
and leave much room for improvement, but I would say again that Ianitoba 
believes that the agreements have contributed a great deal in the growth of 
our economy. Temporary dislocations and inequities will, of course, occur from 
time to time. These will exist no matter what plan we adopt. But we mu t be 
very sure that such shortcomings do not lead us to ~ct a ide or ignore principles 
that have guided us with rea onable success during these pa t several years. 

We are here today to consider ways and mean by which improvements can 
be effected in our fi cal and economic relationships. But we want to make it 
quite clear that the foundation already laid has served us well and should be 
the ba i of further future improvements. 

For Manitoba's part, thi gathering takes place at a critical point in our 
own development as a province. \Ve are now engaged in a wholly ncce ary 
program of modernization of provincial services and facilitie -developments 
which we feel sure will repay not only our provinces but the whole of Canada 
many times over in the years ahead. 

Highways, schools, ho pitals and many other tangible elements of improved 
public serYice are receiving neccs ary capital inve tmcnt while, at the same 
time, the standards of operations are being raised. On this foundation of im
proved fundamental services we are basing what is, for us at least, a mas ·ive 
attack upon our undeveloped resources. Invc tment in power, communications, 
transport and in the extension of all basic services to the new areas of develop
ment will be hea,'Y for many years. Even on the basis of present program alone 
we can expect an annual budgetary increa e on current account of some millions 
of dollars a year, and in only the next five years-which is as far a we can 
reasonably foreca t--the basic needs of Manitoba's economy will have to be met 
by capital expenditures by the province itself of close to 500 million. We 
have no choice but to make these investments, for if we do not, the vital needs 
of our people and our indu tries for services will soon outstrip the existing 
capacities. 

I cannot pass this point, sir, without drawing particular attention to the 
problems facing municipalities in the province, and I would like to say that 
repre cntatives of those municipalities are included in our delegation. We hear 
much about the great problems of the metropolitan areas, but let me assure you, 
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sir,-I am sure that with your familiarity with the rural areas of Canada such 
assurance is unnecessary-the situation is equally difficult for the rural munic
ipalities that are so characteristic of the Prairie provinces. 

The rural community is the focal point of a changing agricultural economy. 
We in Manitoba hold very strong views with regard to the enduring importance 
of the farm economy in our development. One of the most necessary contributions 
that we can make to this continuing effort to sustain healthy agricultural life 
in this country is to ensure that the rural centres receive adequate support. Edu
cation, health services and public facilities of all kinds must be provided to the 
small non-urban municipalities on a basis of some equitable comparison with 
urban standards. The province must support the rural municipalities in meeting 
costs of necessary modernization that are often well beyond the existing capaci
ties of local financial resources. Such modern standards are required if our non
urban communities are to survive. 

We certainly do not minimize the needs of the larger centres. On the 
contrBiry, we are concerned with the possibility that the very familiarity with 
their problems that I have noted may tend to obscure the urgency of the metro
politan problems. Urban redevelopment alone represents one of the most urgent 
responsibilities confronting every major centre in Canada. 

Although a pattern of greatly increased provincial aid to municipalities has 
been a feature of recent policy in Manitoba, it seems likely that the pressure on 
local Government resources will continue to grow. In addition to the current 
demands, we have the increasing capital requirements for education, roads, sewer 
and water facilities, hospitals, and all of those other works which go to make up 
the modern local community. 

As our provincial growth depends upon the healthy progress of our munic
ipalities, we must accept as a prime responsibility the necessity of support for 
local projects to allow for the regular improvement of local services. This can
not be achieved unless we ourselves at the provincial level have the necessary 
means to provide such support. 

Education is now clearly a very important and, at the same time, a most 
serious aspect of these local Government obligations. Provincial Governments 
have, of couTse, the direct responsibility to aid in solving the ever-increasing 
difficulties associated with its financing. 

We do not suggest that this responsibility is wrongly placed. In our view, 
education must properly remain in provincial hands. But it seems only reasonable 
that, in a developing federal system, the provinces should be enabled to meet 
those primary obligations through either an increased share of revenue soUTces 
or through broader assumption by Canada in areas where joint responsibility is 
practicable. Only when this is fully understood and a,ccepted by Canada can the 
provincial and municipal Governments hope to deal successfully with their own 
special problems such as those involved in providing full and adequate standards 
of education. 

I want to underline, sir, our concern in this regard. We have absolutely no 
choice other than to provide the best possible education, in all its aspects. Our 
national welfare-indeed our national security-demands no less, and the 
resultant financial problems must be solved. I feel confident that the solutions 
will be found if we receive the proper support from Canada in the settlement of 
our fiscal problems. 
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Manitoba has consistently held that it is indispensable in any re-allocation 
or re-distribution of revenues that there be provided sufficient means for the 
provinces to meet fully those responsibilities and functions that fall to them 
and their municipalities. We have also insisted that this objective could only 
be achieved through maximum co-operation among the provinces. There should 
not be competition among us for shares of what is, after all, a patrimony to 
which each province has contributed to the utmost of its capacity. It is, in 
fact, true that Manitoba-along with others of the provinces-made its con
tribution long before its own development was properly secured. 

I need only mention in this regard the national tariff policies which, over 
the years, have had an important part in making pos ible the creation and 
sustaining of large geographic concentrations of industrial and personal wealth. 
This factor in itself should be sufficient to give validity to what we have con
sidered is a principal purpose of our fiscal arrangements-the granting of 
tangible recognition to the difference in tax capacities now acknowledged in 
part through the medium of the equalization payments. Perhaps, I should 
add that export areas, of which my province is only one, provide a market 
for those centralized domestic manufacturers to the great advantage of the 
tax collectors in some other parts of the Dominion of Canada. 

In regard to the matter of equalization, sir, we regard it as a matter of 
justice and not as charity or a favour, and we regard it as essential, as other 
Premiers before me have said, to the conduct of our affairs as representatives 
of a provincial Government. 

In the past, Manitoba has advanced or supported proposals that would 
provide a more equitable and realistic share of the national revenues for pro
vincial purpose . This is our main purpose in meeting here today. Frankly, 
I must say with reference to implementation of our proposal at the preliminary 
conference for standard rates as they are presently defined, based on 15 per 
cent of the federal individual income tax, 15 per cent of corporate profit , and 
50 per cent of Canada's estate tax revenue, equalized to the highest provincial 
per capita yield-that even when taken in conjunction with a liberalization 
of some of our joint programs, this plan would do no more than provide for 
a bare minimum of our current and realistic needs, and even this propo ed 
improvement would contribute nothing to nece ary capital development. 

At the same time we must stres the importance of the stabilization factor 
in our economic system. It is in the provincial and local fields that it is most 
e sential that public service expenditures be maintained. For this reason it 
is important that the financial capacities of the provinces and their municipali
ties be preserTed at as high a level as possible. 

I have spoken favourably of the principles behind our present arrange
ments, if not so favourably of their scope, and I mu t stre s, sir, that I regard 
a high level of equalization and stabilization as a basic factor therein. I wish 
to empha ize that the province of Manitoba is willing to support any proposal 
that can be demonstrated to meet more adequately the needs of this country. 
Such proposals that give full recognition to the vital role of all the provinces 
and their municipalities in the sustained development of Canada, and which 
at the same time maintain the basic principles of equalization and stabilization, 
will have our support. 

I feel that I must at this time repeat what has been said by others as 
well a myself on previous occasions. Manitoba does not accept the proposition 
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that the needs of the provinces and the municipalities can only be met after 
all other considerations have been disposed of. 

It was to enable the separate regions of Canada to unite their efforts to 
create a national community that a federal union was formed nearly one 
hundred years ago. But it must not be forgotten that, in many respects, the 
practical realization of these efforts still falls to the responsibility of the parts 
of the provinces, and not to the centre. In the realm of economic growth this 
is a truism that is too often and too easily ignored. Only the policies that 
recognize to the full extent the role of the provincial and local community can 
hope to be fully successful. 

In considering possible alternatives to our present fiscal arrangements, we 
have, along with everyone else concerned, had to examine the limitations of 
the present plan. To our minds it is most vulnerable to criticism in its limita
tion to the three standard tax fields. This is a confinement which overlooks 
the obvious disparities that exist among the provinces with respect to other 
fields of provincial revenues. It is true that these factors have received oblique 
consideration with the implementation of the Atlantic Provinces Adjustment 
Grants; grants which, incidentally, we fully approve under present circum
stances. National Fiscal Policy can either be a strait-jacket or it can be a 
leavening influence against harsh regional inequalities. We concur in these 
Grants for two reasons; first, because they provide a further measure of fiscal 
justice to Newfoundland, Nova Scotia, Jew Brunswick and Prince Edward 
Island; but, just as important, because they represents a notable advance in the 
entire field of fiscal policy. We would now urge a fuller acceptance of the 
principle applied to this particular region-a logical and just extension of that 
principle to other parts of the country. The Grants to the Atlantic provinces 
imply a policy which ought to be applicable to economic inequalities which 
exist from time to time in other parts of Canada. 

Another and increasingly important part of our fiscal arrangements is the 
area of conditional grants and shared-cost programs. Our attitude to these joint 
undertakings continues to recognize the valuable improvements in services that 
they have made possible at the provincial and local level. At the same time, 
the shared programs have contributed to essential national objectives. 

We remain convinced, however-and I think that other provinces may 
share this view-that some of the programs at least, initiated as they often are 
from the centre, place a sometimes onerous burden upon provincial and local 
finances at times when these local resources are least able to bear even the share 
of the total program costs left to them. 

I repeat that we believe that these jointly administered programs have 
contributed much of value. For this reason, if for no other, we think that as 
a matter of administrative good sense they should be more consistently and 
more broadly conceiYed and better co-ordinated. As a corollary of these condi
tions the programs should be more adequately adjusted to those special needs 
of particular provinces than has always been the case. I do think that some 
element of flexibility of contribution as between the provinces and the federal 
Government is a matter which merits the roost serious consideration in our 
di cus ion of these shared-cost programs. 

We have every hope that the improvements now agreed upon by the 
provincial and dominion representatives at recent technical discussions will 
soon find their way into practice. With these technical changes and with a 
broader and more flexible attitude towards the principles of the undertakings, 

-
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we bclic\·c that the conditional grant and harcd-co,-t program can continue 
to have an important place in the chcmc of our fi cal arrangement . 

There are ome particular clement of the e program which warrant direct 
rrfcrencc here. "\Ye find con idcrablc difficulty in ace pting omc of the lo!Tic 
of the exclu:;ion from hareablc co·ts of certain part of particular programs. 
Often the. e part are clo cly related to the prime purpose of the r spectiYc 
project and ~en·ice , and for thi reason the exelu ion appear illogical. For 
example, mental and tubrrculo i ho ·pita! care eem to u • to be properly part of 
n comprehensive ho~pital in urance program. 

A much a logical part of the program arc com·ale. cent ancl custodial care. 
The problem of capital co t depreciation and the amortization of debt would 
al o eem to be properly included in the hared re ponsihilitie along with 
rclcYant admini trative charge , forming a they do a ub tantial parL of 
direct proYincial co t that we believe hould be fully hareablc. 

In other area of our joint interest. , expansion of exi ting pro~ram and 
the development of other ,vould seem to be ju tified under pre ent condition . . 
For example, we are in need of a more adequate y tern of all-weather highway,, 
particularly for north- outh route -a y tern that will bring about greater u e 
of the Tran - anada Highway, now nearing completion in evcral provinces. 
The need for federal haring in such a program i strong. 

We al o feel that it would be in the national intcre t if ome greater 
attention were paid to the joint dcYelopment of our hydro-electric generation 
and tran. mission erviccs, deYelopmcnt which mu ·t now take place principally 
in the par ely populaterl area of the north. 

With incrca ing automation, re ulting in a urplu un ·killecl labour force, 
vocational retraining i becoming a matter of major importance and, as uch, 
worthy of more con ideration than ha o far been accorded to it. In this 
particular reference, vocational training would perhap be a proper financial 
charge upon the Federal Department of Labour. There is no doubt tha p cial 
empha i mu t be given to the increa .. ing need for further technical rducu.tion 
among an ever larger segment of the nation's labour force. 

I mu t say that itting in the gallery of the Hou. e of Common on , a tu relay 
morning I was gratified to see that recognition had been given in part to this 
idea in the announcement that were made at that time. 

Iuch ha been said about the need in Canada to approach our problems 
of economic development on a national ba i . You, Mr. Prime Minister, as w ·II 
a some of your colleague , have expre sed definite interc t in this line of 
thought. In thi connection at the present time, u eful preparations arc going 
forward for the "Resources for Tomorrow" Conference scheduled for October, 
1961. 

We have several joint program , now operating between the dominion 
and the province , aimed at the development of our natural resource and thc:-e 
are to be commended. 

The province of l\Ianitoba will give its trong support to any proposals 
that will lead to the c tabli hment of a national policy for development that 
is truly comprehen ive. 

We conceive of a national development policy as being one which extends, 
in conjunction with the fiscal policies of the nation, to the full purpo c of total 
and equitably distributed growth-the encl result indeed and objective of our 
meeting here today. While we mu t re olvc our financial difficultie , the agree
ment reachecl will not in it elf be complete if at the same time we have not 
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sought some method by which we may co-ordinate all aspects of our physical 
and social development for the promotion of which, in the end, our financial 
arrangements are being devised. 

What we must also understand is that co-ordination and co-operation by no 
means involve the abandonment or compromise of our constitutional rights 
and responsibilities, or of our freedom of individual enterprise. Nor is it 
necessary that we should agree upon some complex master plan which could 
become an in.flexible obstacle to action. But it would be of more practical 
value if our numerous researches could be aimed more directly at the positive 
applications of their findings. I would have to agree that this is no small order. 
The decision as to how we are to proceed towards a positive objective is difficult 
to determine. Perhaps the end might be aided by the establishment of a per
manent economic advisory board, one operating on a joint federal-provincial 
basis. 

Manitoba is not in search of ideal solutions, but rather pragmatic ones 
designed to deal forcefully with problems of the sort that face us today. 
We can readily see from the history of these conferences that whatever solutions 
we reach today will need inevitably to be revised replaced or extended as 
Canada grows or as circumstances change. "Final solutions" are not the answer 
to serve a growing nation; we urge that in concert, we grasp this nettle firmly. 
This should apply not only to whatever remedial measures we undertake, but 
it should apply to resources development and every avenue of national policy 
as well. 

A problem which has caused us a great deal of concern in these past few 
years is that of the availability of capital for the advancement of the many 
public works essential to continued growth. This burden falls heavily on the 
provinces and their municipalities, school divisions, and other public bodies. 
In many ways the difficulties connected with capital growth are at the heart of 
the fiscal problems with which this Conference must deal. 

I admit that this question does not have the same ring of urgency that it 
had a few months ago and I gladly acknowledge the part played by the Minister 
of Finance of Canada in improving the situation. Nevertheless, the improvement 
is one of degree and the problem is still a real one for many public bodies. 

We are all well aware of the capital demands for highways and bridges, 
schools and hospitals, sewer and water systems and for the ever-increasing 
problems of urban redevelopment. I do not think that I need take more time 
of this Conference in dealing with these matters in detail. There are, however, 
certain remedial approaches that seem to us to be not only necessary, but 
fully practicable. They have a considerable measure of support in the country. 
But some greater appreciation of the need for such measures in the right quarters 
will be necessary if any positive results are to be achieved. 

Manitoba, on this occasion, would like to support a reactivation and 
revision of the Municipal Improvements Assistance Act which served a useful 
purpose some years ago. It can serve a useful purpose again if adapted to the 
needs of the present. 

Another measure that we feel would have merit would be a provision in 
the Income Tax Act that would make eligible for the so-called "dividend 
credit" interest earned on provincial or local government securities when issued 
in support of asset-creating investments of a social capital nature. We are also 
familiar with the incentive to investment in state and municipal securities 
provided by the tax-exempt status granted in the United States. We believe 
that this approach could be usefully adapted to Canadian market conditions. 
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Thi province recognizes that olutions in the public ector alone cannot 
provide the e ential redre~ for imbalance of population and wealth. We ho.ve 
tre ed the need for a vigorous program of a i tance leading to the development 

and diver ification of indu trialization in all region of anada. " e do not 
accept the fact that the undue concentration of indu try, which ha · been o 
characteristic of thi country, i a natural . ituation that mu t be permanently 
impo ed on our economy. 

\Ve have, in our own way, attempted to do our part to cnc0urage indu trial 
growth and diver ification through technical and financial a ·~dance to mo.II 
bu inc sc . Thi has been a recognition of the fact that a healthy diffu~ion and 
diver ification of indu trial concentration is a de irable thing. But our effort 
could be made much more succes ful if we were to h:we the greater re ources 
of the federal Government joined to ours in an effective way. 

This approach to indu trial diver ification is related in a fairly direct 
way to the effort that we are making to improve the lot of the farmer in 
our proYince. Manitoba, as with other part· of Canada, i no longer as pre
dominantly agricultural a it was a few years ago. But the health of this 
egmcnt of our economy is vital to u . Our problem i two- idcd. On the one 

side, we must try to improve and make more efficient the cxi -ting forming enter
pri e for those of our people who wi h to continue this life and work-and I 
may say that it is fortunate for the re t of us that they are determined to 
remain on the land. On the other ~icle of the problem, we mu t provide the 
training that will enable the surplus farm population who wi h to enter the 
commercial and industrial life of the community to do so with the l ast pos iblc 
dislocation and strain. 

Through our farm credit arrangements and through our vocational train
ing courses, and, of course, through the medium of our regular and wide ·pread 
agricultural services, we have attacked both sides of the problem. But there is 
much remaining to be done. 

A po itivc national development policy, especially in the field of land u c, 
would show its worth in a very short space of time. A greater strengthening 
of the economic ba is of agriculture i. an e .. sential part of a national develop
ment policy. I cannot empha. izc too trongly the need for a share of available 
revenue that will enable the province to take the initiative we deem nccc ary. 

There are many other items of mutual interest which we will find worthy 
of con ideration in the cour. e of our talk . Some of these are of con iclcrable 
seniority. We hope that it will be po:,;.ible to deal with them without further 
reviews and tudie . The draft agenda ha provided a guide to some of these 
topics. 

Mr. Prime Mini ter, I can a ure you and all other pre~ent that 1antioha 
approaches the Conference with the be t of good will, and with full acknowl
edgment of the community of interest that must exi t if the future of Canada 
is to be a ured. 

We each have our own idea of what is be t for us all. For our part, we 
have specific concepts of what i be t for Manitoba in particular. But it i our 
firm belief that Canada can progre s in today's economic circumstances only 
through a spirit of co-operation among its variou levels of Government, and 
in an atmosphere of harmony be t achieved by continuing friendly consultation. 
We believe this can be attained without any sacrifice by either Canada or the 
provinces of fundamental constitutional rights. To the. e end we will lend our 
sincere efforts. 
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The CHAmMAN: The next Premier to make a presentation is the Honour
able W. A. C. Bennett of British Columbia. 

Hon. W. A. C. BENNET (Premier of British Columbia): Mr. Prime Minis
ter and gentlemen, I have only one regret about this Conference today and that 
is it did not accept the invitation of British Columbia to hold the Conference 
in the balmy breezes of Victoria. I hope that when we have another conference 
it may be held in Victoria, and then you mll have the comfort of the sea 
breezes of the Pacific for our use. 

I am also reminded, Mr. Prime Minister, of a very old proverb that said 
something like this, "The more they change, the more they are the same." In 
listening to your eloquent defence of the status quo this morning, Mr. Prime 
l\Iinister, I was reminded of a similar statement made by your predecessor, the 
former Prime Minister. 

When I had listened to the eloquence of the new Premier of Quebec I could 
not help but think how time and events can change a state of mind and views 
as well. I only ,vish the present Premier of Quebec, when he was such an 
important member of the former Liberal federal Government, expressed views 
and carried them out as eloquently as they were expressed by him today. 

British olumbia realizes that we have a great country and great problems, 
and there is no solution fully satisfactory either to the national Government or 
to the provinces in trying to divide on small problems. British Columbia agrees 
very strongly with the views of the Prime Minister of Ontario that what we 
need is great expansion, and then we shall have a larger pie to divide, and 
that this should be handled at this particular conference. 

British Columbia welcomes this plenary conference, and joins in the 
earnest hope that the discussions initiated here will be of lasting benefit to 
the Canadian people. 

We welcome this conference not alone for the opportunity it affords us 
to present our views on Federal-Provincial fiscal relations, but also in the con
viction that a critical stage-a turning point-has been reached in the affairs 
of our nation. 

The vacuum in Canadian production and development imposed by war 
has now been filled; a Canadian economy which was largely primitive only a 
generation ago has caught up with the stockpiled demand for goods and 
services. 

But we have only just caught up; the future remains an unconquered chal
lenge to our wisdom, our ingenuity and our sense of national purpose. And yet 
we stand today at the doorstep of the future unsettled by fears of unemploy
ment, uncertain of our course in a competitive world trading situation, perhaps 
unwilling even to set in motion policies of internal development that promise 
economic and social riches greater than any we have ever known. 

It has been said that we are trying to develop too rapidly. That view 
cannot be tolerated in British Columbia, where we have doubled our population 
in a ~ingle generation, and where our people are enjoying a much higher stand
ard of living than in 1940. I suggest that, instead of timidity, what we need 
i the bold imagination of the Fathers of Confederation; a practical economic 
policy; and an effective programme which will enable all areas of our country 
to achieve, through vigorous development, the greatest benefits of federal union. 

We must encourage and stimulate national development. Given appropriate 
means, the provinces and their municipalities can contribute abundantly to that 
development by providing or supplementing communications and regional serv-
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ice to permit the mo t effective u e of land, ea, fore t, mine, water and thermal 
re ources. Given a favourable currency exchange rate and ea ier er dit ratings, 
they al o can a i t greatly in the promotion of trade, the encouragement of 
indu trial expan ion, and the diver ification of manufacturing. 

ince 1953, Briti h Columbia ha propo ed many practical project which, 
while c ~ential to economic activitic in the Pacific area, arc al o of great im
port to the general welfare of Canadian . \Vhilc Federal co-operation hn been 
lacking, ome of thc, c project have been carried out nt Provincial cot. thcrs 
are still mo t appropriate and commend them eke , urgently for collective 
action. They include: 

1. Tran portation and arterial highways. Thi includes a programme 
of national highway properly integrated with a y tem of arterial route 
through municipalities; pioneer road and road for the development of 
natural re ource ; railway that upplemcnt the national y tem ; coa ta! 
as well as inland waterway hipping ervice ; communication facilitie to 
link major population centre ; and development of dcepsca docking facilities 
to stimulate major indu trial development. 

2. Fuller utilization of natural re ources, their protection and con
~crvation. 

3. Improved technological and scientific training, together with re
earch to improve technique of production, u ·c and marketing. 

Equally important i econdary production for both foreign and domestic 
markets. We mu t greatly encourage foreign sales of primary product and 
manufactured good to earn the exchange to pay for import . During the past 
eight years, Canada ha ub idized imports, penalized exports and retarded the 
expansion or e tabli hment of domestic con umption industries through its 
foreign exchange premium. 

British Columbia i deeply concerned at the unfavourable balance of our 
touri t trade. ·while thi i partly due to the premium on the Canadian dollaT, 
it is also due to the inadequate development of national arterial highways. 

Foreign Trade 

·with respect to current world trade, it is worth noting that, although British 
Columbia produced in 1957 some 10l per cent of the net value of Canadian 
commodity production, its share of national production and national exports of 
certain goods was very large. Examples are: 

Planks and Boards 62 per cent of national production and 72 per cent 
of national exports: 

Plywood 99 per cent of national production and 99~ pC'I' cent of national 
export : 

Lead Ingot 100 per cent of national exports: 
Zinc and Aluminum Ingot 66} per cent of national zinc ingot and 

16~ per cent of national aluminum ingot exports: 
Pulp 14 per cent of national production by value and 20 per cent of 

Canadian exports by volume: 
Fish and Fish Products 42 per cent of national production and 21 per 

cent of Canadian exports. 
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In total, more than 40 per cent of British Columbia's income is dependent 
on foreign exports. The consequent harm caused by an exchange premium on 
the Canadian dollar to the expansion of our basic industries, to the marketing of 
our products, to employment and, of course, to the volume of revenues earned 
by all levels of Government, is obvious. 

Increasing competition from world markets now protected by extensive 
trade blocs makes a premium on our dollar contrary to the national interest. 

The exchange premium bas a further adverse effect on the Canadian sales 
of our domestic industries, and this effect worsens each year as our population 
increases at an annual rate of four hundred thousand. British Columbia cannot 
agree with the proposition that we are trying to grow too fast. We cannot agree 
with the internal credit policies of the Bank of Canada, or with the current 
national foreign exchange policy. We can agree, however, with the view held by 
our central bank that we must do a better job of supplying our own national 
needs for social and private capital. Therefore, national policies that will 
encourage domestic manufacturers, increase employment and stimulate economic 
growth are essential. 

On the Pacific Coast, British Columbia is in a strategic position to increase 
her exports to all the nations of the Pacific area. As an example, our exports to 
the United States have increased by 2½ times in value since 1949, while imports 
have doubled. Sixty-eight per cent of our foreign exports are to the United 
States and fifty-five per cent of our imports originate from that country. 

British Columbia's exports to the United Kingdom doubled between 1949 
and 1959, while our imports from the United Kingdom have tripled. Exports to 
the European Common Market were 50 per cent greater in 1959 than in 1949, 
while imports from that market increased by 1200 per cent. Our trade with the 
Outer Seven, excluding the United Kingdom, has not shown much growth. 

The course suggested by these examples for Canada is clear; indeed, it is 
suggested by the mother nation of our own Commonwealth, which has already 
demonstrated her own wisdom in trade matters by entering one bloc, the Outer 
Seven, and negotiating for entry into another, the Inner Six. 

As the eldest daughter of the Commonwealth, Canada can profit from 
Britain's teaching and thus achieve her own maturity. 

The limited, and shrinking, comfort of Imperial Preference, while valuable, 
no longer suffices for our trading needs. But at our border lies the wealthiest 
market in the world, 180 million in number, and beyond it lie all the Americas, 
with their combined population of 200 million and their rapidly-developing 
trade potential. From the standpoint both of geography and of common interest, 
the Americas offer a natural trading area which Canada roust not fail to 
develop. 

Across the Pacific, meanwhile, most of the world's population is beginning 
to clamor for the higher standard of living which follows in the wake of 
increased trading activity. To draw once more on the example of Great Britain, 
the exploitation of a trading opportunity neither requires nor implies accept
ance of a political philosophy; indeed, it may be argued that the person
to-person contact offered by freer trade opens closed philosophical doors to 
the ways of freedom and democracy. 

British Columbia considers it vital to the national economy that Canada's 
export trade be increased, not only to restore our trade balance but also to 
pay for the foreign exc,hange used in capital expansion. Given a reduced 
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evaluation of the Canadian dollar, we can maintain and develop our traditional 
trading ties with the United Kingdom and Europe while opening new trade 
frontiers throughout the Americas and in the Pacific Region. 

Our National and Provincial Governments have an equal stake in the 
success of this program. British Columbia recommends, therefore, that rep
resentatives of all governments be assigned the task of planning it in detail. 

Municipalities 

Mr. Prime Minister, I am glad that representatives of the municipalities 
have been invited to this conference. I wish to commend your action in, that 
regard. 

A sound municipal fiscal structure and reasonable local financial autonomy 
are basic to our system of government. The historical concentration of British 
Columbia's population in municipal areas-in 1941 it was 74.6 per cent-has 
been accentuated by a doubling of our provincial population in 20 years. To 
this we must add a greater movement from rural to urban areas-bringing 
the 1956 total to 79.3 per cent. Increased concentration has multiplied 
municipal service costs. School population has doubled in the last 10 years to 
318,000 and required the doubling of school plants. Hospital facilities also 
have had to be increased substantially; during the past eight years, the 
British Columbia Government has spent more for transportation and com
munication facilities within municipal areas than was spent previously during 
all our history. 

In the effort to maintain a proper balance between rural and municipal 
development, British Columbia has increased municipal assistance very greatly. 
The per capita value of provincial assistance to our municipalities has in
creased from $50.70 in 1951-52 to $101.22 in 1960-61. Depending on local 
ability to pay, the Province has absorbed between 50 and 90 per cent of the 
cost of new school construction in all districts, and is paying one-half of new 
hospital costs while only 12 to 14 per cent is provided by the National 
Government. 

Aid provided by British Columbia to municipalities, net of any Federal 
contributions and exclusive of hospital operating costs and health care, is more 
than one dollar for every dollar raised locally in property taxation. We have 
guaranteed self-liquidating municipal borrowings for water and sewage dis
posal because credit facilities available to municipalities at reasonable interest 
rates have been inadequate. The Province bears the full costs of arterial 
highways and 50 per cent of the cost of secondary highways in most munici
palities; in our three major cities, unconditional grants and specific assistance 
for connecting highways pay much of their road costs. British Columbia con
siders income tax revenue to be a proper source of assistance to municipalities 
to lessen the burden on homeowners, and will provide even greater aid to its 
own municipalities if a satisfactory division is made of income taxes collected 
in this Province. 

Federal-Provincial Tax Sharing 

I turn now, Mr. Prime Minister, to Federal-Provincial tax sharing agree
ments. It is generally agreed that Provincial Governments have constitutional 
rights at least equal to those of the National Government to cultivate the 
personal income tax, corporate income tax and succession duty fields. Our 
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proposals for a reasonable Provincial share of these three tax fields are a 
matter of record. I would, however, underscore briefly the inadequacy of present 
tax-sharing agreements: 

(1) A Provincial personal income standard rate of 10 per cent of 
Federal collections in 1957-58 produced less than 40 per cent of what the 
British Columbia Income Tax Act ( u pended in 1941) would have 
produced: 

In this respect British Columbia was the first province in Canada to enter the 
income tax field. Since we have not the large agricultural lands, and since 
we are an industrial province, the income tax field is more important to our 
province than to any other province in Canada. That is why we entered the 
field first. 

The CnAIR~rAN: Did you not e tablish it fir t 84 years ago? 

Hon. ::\Ir. BENNETT: That is right, sir. 

(2) A Provincial personal income tax standard rate of 13 per cent 
in 1957-58 would have produced 49 per cent le s than the suspended Pro
vincin.l Income Tnx Act: 

(3) While net Federal personal income tax collections in British 
Columbin. have increased from $5,574,000 in 1940-41 to 8156,208,000 in 
1957-58, or by 2 702 per cent, Provincial receipts from this source in
creased over the same years from $2,387,000 to $18,485,000, or by 674 
per cent. In other words, notwithstanding equal constitutional tax rights, 
the relative increase in the Federal share since 1940-41 has been 400 per 
cent greater: 

(4) While Briti h Columbia' receipts from the corporation income 
tn.x field increased from $9,561,000 in 1940-41 to $28,087,000 in 1957-58, 
or by 194 per <:ent, Canada's share of this tax field in British Columbia 
increased from $10,691,000 to $101,978,000, or by 854 per cent. Federal 
tax retention, therefore is even gren.ter in the corporation income tax than in 
the peronal income tax field: 

(5) In the succession duty field-now replaced by the Federal Es
tates Tax Act-the National Government had no share in 1940-41 but now 
retains one-half of it. 

A new tax-sharing arrangement must ob erve the constitutional rights 
of the Provinces to these direct tax fields. The exercise of these rights must be 
sufficient, without double taxation and without duplication of collection agencies, 
to provide each Province 'With an adequate percentage of the total taxes col
lected within its boundaries from these fields. 

econdly, a satisfactory method must be devised to provide subsidies to 
Provinces with low tax potential , but this method should not be tied to the 
rental agreement. Present measmes governing fiscal need and revenue and 
equalization are unrelated either to actual looal economic needs or to the 
co t of local ervices. Ur. Prime Minister, that was very clearly stated 
by the Prime Minister of Jova Scotia today when he dealt with costs for 
operating universitie . He argued that such contributions should not be on 
a per capita ba~is, that in tead they should be based on need and actual cost, 
and we ay that that applies everywhere and not only for one service but in 
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all, and that in any general equalization in a tax rental agreement the need 
of the poorer province hould be recognized and a i tance given on the ba i 
of need of their requirements. 

Finally, fi cal need payment~ t.o le -favoured proYince hould, from 
time to time, be determined by a competent national commi ion and hould 
reflect local economic factor and local ervice co t . 

There you have it, not only the quc tion of ho·pital co t but also, for 
instance, on the a istance to highway con truction co::ts. In Briti h olumbin. 
it co ts a million dollars to build ome mile of highway and in orne 
le,·el province , with which you are very well familiar, :\Ir. Prime l\Iini tor, 
it only co ts a few thou and dollar . o any adju tmcnt like that mu t be ba. eel 
on need and on cost, not ju t on a per capita ba i , bccau e the error in that 
type of formula wa ~hown from all place today and I refer e pecially 
to the remark made by the Prime 1\Jinder of Norn cotia to thi conference, 
for your attention. 

Health Programme 

:i\lr. Prime :Mini ter, in dealing with the health programme, in the 1945 
Green Book proposals, the National Government proposed removal of the 
crippling financial bmden of medical services on the Canadian family by a 
Federal-Provincial health insurance plan financed by national and provincial 
taxation. 

In my statement to the Federal-Provincial Conference of 1955, I aicl: 
"British Columbia recommends that this Conference agree in principle 
upon the desirability of a health programme adaptn.ble to the requirements 
of the individual province ; that uch a plan make provi ion for medical, 
hospital, dental and pharmaceutical services; and that the Federal Gov
ernment share equally in the cost of such a health programme to the extent 
that they have been or may be adopted by a Province to meet its special 
requirements." 
Our view was reiterated at the Federal-Provincial Conference of 1957: 
"British Columbia has endorsed the principle of a national health pro
gramme and has indicated its willingness to take part in such a programme 
immediately." 

The Hospital Insurance and Diagnostic Services Act has since provided 
joint Federal~Provincial financing of hospital services for most Canadians. 

British Columbia recommends to this Conference that steps be taken 
to implement a full medical programme, to be shared on an equal basis by 
the Provincial and Federal Governments, because I don't think this kind of a 
programme can be engaged in by one province largely because there is a large 
movement of Canadians going from one province to another. In fact we have 
so many people coming to us from certain Prairie Provinces that it creates 
certain opportunities and also certain disadvantages from time to time. 

Present Shared-cost Programmes 

In respect to present shared-cost programmes, certain aspects of the 
three major conditional grant programmes merit clarification. 

(1) Federal participation under the Unemployment Assistance Act, in 
supplementary social assistance to the aged and handicapped as paid by all 
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Provinces. That should be made clearer because all provinces are not now 
being treated on the same basis. 

(2) Federal sharing of costs of mental and tuberculosis patients under 
the Hospital Insurance and Diagnostic Services Act should be established. I 
think the Prime Minister mentioned that once before. I think the time of 
this Conference would be a good time to establish this arrangement, and if 
some arrangement of the tax-sharing kind cannot be arranged at this Con
ference we would hope some of these other matters will be dealt with at this 
particular Conference. 

(3) Larger participation by the National Government in the costs of new 
hospital construction. The federal share of these costs is on the basis of a per 
capita contribution and amounts to about only 14 per cent of the total cost, 
and we feel that the Federal Government ought to participate in a manner 
similar to their participation in the cost of general hospital care, and I would 
so recommend it, to you, Mr. Prime Minister. 

Natural Resource Taxation 

With regard to natural resource taxation, at the 1959 meeting of the 
Finance Ministers, British Columbia asked relief from the oppressive tax burden 
on forest industries arising from excessive Federal tax rates. Remedial action 
has not been taken; it is still urgently needed. I am glad to see that on the 
agenda, Mr. Prime Minister. 

Conclusion 

In conclusion, let me repeat that there is no room for timidity at this 
time, and let me urge again that we pursue our growth to national maturity in 
the spirit of boldness and vision which is the legacy of the Fathers of Con
federation. 

This country is endowed with riches that are the envy of all, but riches 
that still lie largely dormant. Let us apply our imagination, our skills and 
our concerted efforts to develop those riches, both for our own use and for the 
use of a world which sorely needs them. Let us so improve our way of life 
that this generation, and the generations to come, may enjoy a life abundant in 
social, cultural and economic wealth. 

The means for success are at our disposal, and a collective effort can en
sure success. To this challenging, promising and altogether worthy task, British 
Columbia pledges her full co-operation. 

The CHAIBMAN: Now we will hear from the honourable premier of Prince 
Edward Island, Honourable Mr. Shaw. 

Hon. WALTER R. SHAW (Premier of Prince Edward Island): Mr. Prime 
Minister and gentlemen, I would like ·at the outset to express my appreciation 
as a new member of this group in attending this very important financial con
ference and of thanking you, sir, for your kind words of welcome to the new 
members in your address this morning. Looking about this conference table 
I see men who have attended previous meetings and who are fully experienced 
with what has transpired at those previous meetings and with a full knowledge 
of procedure and negotiation. 

Coming into a situation of this kind now I must confess to feelings of some 
anxiety regarding the part I may play in the discussions that will take place 
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here. If inexperienced in matters of this kind, however, I can a sure you that 
during the past few months I have had a very intensive training in what is 
meant by the words "fiscal needs" and in endeavouring to make one dollar do 
the work of two. Hov.·ever, I feel that we are here in the atmo phere of a 
family group, and that idea has been expressed on a number of occasions today. 
Some of the members of this group are big and strong, some are ordinary and 
some are small and weak, and to emphasize that fact I would just ask you 
to take a look at the map of Canada on the wall before us and there you will 
see the big and the strong fellows, and almost undiscernible in that map, in 
the Gulf of St. Lawrence, is the small and the weak. And then I look over 
on the other wall and I see there a painting of the Fathers of Confederation, 
and I can imagine that Sir John A. Macdonald is telling these people about 
the opportunities of Confederation. They met in our province of Prince Edward 
Island in 1864, where the opportunities of Confederation were outlined to us 
at that time. 

May I say that we are proud of Confederation. We are proud of Canada, 
too, down in our province, but somehow or other I believe that some of the 
opportunities that were envisioned in those early years have not been achieved, 
and I agree with my friend, the Premier of Ontario, when he sar that this 
Conference may be instrumental in getting us back to the real concept of 
Confederation in Canada. 

This family group, even though it has some frequent quarrels, as happens 
in family groups occasionally, will nevertheless, I am sure, preserve an all-round 
loyalty to each other, and it is only natural to assume that there should be a 
sharing in this family, with the strong protecting the weak so that the whole 
group may go along together in a spirit of harmony, opportunity and progress. 

The brief which we present may be a little out of line with our territorial 
expansion, but at the same time, to our mind, it is exceedingly modest in relation 
to the fiscal difficulties with which we are contending in our province. 

We have, at the outset, three definite objects in view. The first of these 
is the achievement of federal-provincial fiscal arrangements whereby the province 
of Prince Edward Island may be assured of sufficient revenues to meet the 
mounting cost of provincial and municipal services, without imposing an inor
dinately high level of taxation. The second object is the implementation of a 
programme which will stimulate and encourage economic growth in Prince 
Edward Island and decrease the present disparity between the level of economic 
development in our province and the rest of Canada. The third object is 
federal assistance or any federal action that may help the municipalities directly 
or that will enable the provinces to further help the municipalities so that 
the tax load on real property may be kept at a reasonable level and the 
municipalities may be able to continue giving the high standard of services 
expected of them in modern society. 

According to the Prime Minister's letter of March 24, 1960 to the provincial 
premiers, the main purpose of this Plenary Conference is to discuss the fiscal 
arrangements between the Dominion and the provinces to follow the present 
tax-sharing arrangements which end on March 31, 1962. However, we feel 
fully justified in urging upon the Government of Canada a number of specific 
measures of great importance to Prince Edward Island. 

The problem of fiscal relations between different spheres of government 
in a federal state like Canada raises a complex problem for which there is 
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perhaps no permanent realistic solution. Practical compromises have to be 
worked out from time to time in the light of changing social and ·economic 
conditions in the country. 

With the end of the present tax-sharing arrangements agreement now in 
sight, the whole question of future arrangements must once more be considered. 
We are one of tho e provinces which has taken the position that the tax
sharing arrangements are not in any sense a complete or satisfactory solution 
for federal-provincial fiscal relations. Federal-Provincial Agreements should seek 
to attain a balance between the financial capacities and the responsibilities of 
government. From the standpoint of the individual provinces, therefore, the 
agreements must have particular regard to the provincial economy, its past and 
anticipated development; the growth and development of governmental services 
and responsibilities; and the finances and financial requirements of the 
provinces. 

A similar view has been expressed by Mr. J. Harvey Perry, Director of the 
Canadian Tax Foundation, in an article on Federal-Provincial Relations, 1958, 
published in the September 1958 issue of Canadian Public Administration: 

"It is not the need' of either Ontario or Quebec that should govern 
the form of the tran fer payments between provincial governments. They are 
real enough needs but they are capable of being met by the province 
without help. Ior can the yields of three taxes be relied on as an index 
of the desirable level of national a sistance to a province. The logic of 
federal finance in Canada now requires that we adopt a far more com
prehensive kind of measurement than any hitherto used. Call such a measure
ment one based on fiscal need if the term appeals, but let it be understood 
that it would embrace far more than the yields of three direct tax sources. 
It should take into account the potential of other tax sources at standard 
rates, the comparative costs of performing a standard packet of governmental 
services under the varying conditions of the individual provinces, the 
assistance being provided by the federal government through other payments 
and additional factors of fiscal potential and requirements. Only with some 
all-inclusive formula of this character will we escape from the anomalous 
po ition in which we now find ourselves under the so-called "equalization" 
approach. The special grants to the Atlantic provinces are welcome, but 
again represent only a further instance of the ad hoc approach that has 
characterized this field from the beginning." 

Prince Edward Island is particularly interested in a fiscal arrangement 
formula or plan which takes into consideration the objectives we have just 
mentioned, or the formula and measurement suggested by Mr. Perry, because 
Prince Edward Island is entirely different from any other province in Canada 
with reference to some of the problems with which we have to deal. This is 
due to the fact that for some reason or reasons, the industry of agriculture
our primary industry-fails to be a good source of revenue. Hence, we find 
it increasingly more difficult to provide necessary public funds by taxation. 

Because of our geographical position, the problems of the east and west 
coasts were and are of a different nature from those of central and mid-western 
Canada. Our boundaries prevent our territorial expansion for all time. Our 
distance from the larger markets of Canada is great and impossible to overcome. 
In other words, we are on the edge of a va t nation with our scope of commercial 
activity within that nation on one side of us only, and being a maritime province, 
our major commercial possibilities must always be considered with that in mind. 
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Our young people are leaving our province in increa ing number ' for the 
i,ole reason that Central Canada and the United States afford brighter prospects 
and opportunities. By their departure the Province lo es not only the most 
efficient type of worker but also the progre ive ability important to further 
expansion of dome tic industry and enterprise. Their loss reduces too, the taxable 
capacity of the Province, a fact which is all the more serious in view of the 
large proportion which the dependent groups-the children and the aged
constitute of the total population. Since Confederation we have helped to 
build and make this Canada the great nation it is today. Therefore, we feel 
that our growth and economic problems should be the concern of every province 
and we want the assistance of the federal and other provincial governments 
in solving them just as other now prosperous provinces had in days when 
they had similar difficulties. If we are to have a united Canada the wealth must 
be spread from the centre to the outside. 

We conceive it to be the first duty of government to secure the conditions 
within which the people of Prince Edward Island may realize that healthy 
development of economic and social life to which their natural resources, enter
prise, and high intellectual attainments ju tly entitle them. Preceding ad
ministrations in our Province have apparently recognized this obligation, but 
despite the accumulated results of their efforts, we are compelled to acknowl
edge that the economic, social and cultural development of Prince Edward 
Island has failed to keep pace with that of other provinces of Canada. 

The costs of providing essential provincial and municipal services in a 
primary producing area are excessively high in relation to the revenue produced 
by any given level of taxation. 

The extent to which provincial governments can fully discharge their con
stitutional obligations incidental to responsible government is largely dependent 
on the relative capacity of the various provinces to raise revenues from the 
sources left available to them, after rental of the income and succession duty 
tax fields. 

The manifest inability of a small agricultural economy, possessing no taxable 
surplus, to raise revenues with which to finance services on the same scale as in 
the rest of Canada forces the Province of Prince Edward Island to eek fiscal 
need assistance. In keeping with the rigid and limited character of governmental 
revenues, this Province and its municipal governments have to perform their 
functions with great frugality and economy. There are certain basic essentials 
the Province must provide and even when the overhead costs of these are kept 
at the possible minimum level they are relatively high in relation to our small 
population. 

Unfortunately, through no fault of our own, we are one of the provincel:l 
with tax-raising potentials inadequate for our needs, and therefore we require 
a substantial increase in federal assistance over and above the amounts which 
we are now receiving, in order to greatly increase our local economy, improve 
our existing services, and raise our taxable capacity to a level which will even
tually produce more revenue and where special financial assistance will no 
longer be necessary. 

Accordingly, we contend that our request as an inte_gral part of Canada 
must not be ignored. The conditions peculiar to our Provmce-and perhaps to 
our Province alone-must be given consideration by the Federal Government 
and the rest of Canada. We earnestly believe solutions are possible. 
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68 DOMINION-PROVINCIAL CONFERENCE 

We recognize clearly that on various occasions the Federal Government 
and Parliament have realized the peculiar difficulties of this section of Canada, 
and have sought to discover the means whereby these might be alleviated or 
removed. We desire to record our appreciation of every effort made in this 
dfrection. In a proper philosophy of federalism the ill of one member of the 
federal family are the concern and responsibility of the entire household. If 
disadvantages created by national policies have retarded the economic develop
ment of any region of Canada then national policies must be devised that will 
bring prosperity to those areas so affected. The problem confronting us today 
is not only a just and equitable distribution of the wealth of Canada but the 
prosperity of each province. 

We, in Prince Edward Island, are doing everything within our power to 
stimulate economic growth within our Province, but we can go only so far. 
We believe that it is in the interest of all that the Government of Canada 
should assist Prince Edward Island to develop its economy. It is not suggested 
that this should be accomplished on the basis only that we are a "poor relations" 
Province. What is required is a positive and comprehensive approach to our 
problem that will lay a firm foundation for our future growth, development 
and prosperity. 

In the preparation of this brief attention has been focussed upon financial 
arrangements, taxation, subventions, municipal assistance, and resources devel
opment, in their incidence, respectively, upon economic conditions in our 
Province. We base our claims on the principle that a federation defeats its 
primary purpose if, through its constitutional arrangements or by policies 
instituted by the federal Government, it accomplishes the debilitation of one 
or more of the political communities of which it is comprised. 

Fiscal Relations 

It is recognized that fiscal relations should be aimed towards unity and 
equality. We need only to remember that the federal tax revenues are the 
result of the collective effort of all our people, and should be distributed in 
such a way as to equalize standards of services between the provinces. There 
can be no justification for having high standards of education, health and 
welfare in one part of Canada and low standards in another. 

If the position in Canada were that all provinces were equally endowed 
with income and resources, then the allocation of expenditures and revenues 
among governments would involve only questions of administrative convenience 
and local preference. But, when this is not so, the necessity becomes one of 
using the national machinery of government to transfer sufficient funds from 
the wealthier to the poorer areas, thus enabling the latter to provide a reason
able level of services without imposing an unreasonable burden of taxation. 

Tnx Sharing Arrangements 

The objections which the Province of Prince Edward Island has advanced 
to the current fiscal arrangements are that they fail to recognize the increasing 
needs of the provinces and the municipalities in meeting the demands brought 
about by modern conditions and requirements. The extensive and continuing 
capital outlays required by schools, highways, roads, hospitals, waterworks, 
sewerage, and other public buildings must all be financed out of the limited 
sources of revenue available to the provinces and their municipalities. 
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Prince Edward Island's views on the existing tax-,.haring arrangements 
are well known. They have been expressed on many occa._ion . The Province 
has advocated for years-and once more we appeal to the Government of 
Canada-to measure our needs again t our tax potential and tax ability, 
as the predominant factors in considering any new financial arrangements be
tween the Government of Canada and the province of Prince Edward I land. 

The recurring difficulties encountered by provincial government in financ
ing their existing responsibilities throughout the course of the federation's 
fiscal history has been the cause of almost all the revUons made to the 
financial settlement made at Confederation. 

Each provincial government should be able to meet it respon ibilities 
without undue strain. This means that the revenues available to a province 
should be commensurate with its responsibilities and, at the same time, in
dividual tax rates must not be too high or the fields of taxation overworked. 

With the disparities that exist among provinces in income and in wealth, 
it is clear that without a fair sharing of the tax revenues between the federal 
government and the less wealthy provinces, the latter cannot po sibly main
tain governmental services comparable to those in richer provinces without 
the expenditure of tax effort beyond the ability of its citizen to pay. They 
have often hesitated to levy the heavy taxes which these services would require, 
for fear of driving out the business enterprise they sorely need to improve 
their economic condition. As a consequence, public services have suffered. 
Even where Federal-Provincial financial aid programs are calculated on a per
centage or per capita basis and not upon provincial need and fiscal capacity, 
the assisted services must, of necessity, be performed at levels substantially 
below those in other parts of the country. 

When one considers the tax potential of the various provinces it i ap
parent that some provinces are able to raise a per capita tax in excess of that 
in some of the less favoured. The result is that the financial ability of the 
provincial governments to give essential services to their people varies from 
province to -province with the ability of each province to supplement, from 
local sources of revenue, the payments received from Ottawa. No absolute 
equality can ever be achieved but some plan could be devised which would 
take into account the ability of the various provincial governments to rai e 
necessary funds by local taxation. If the tax potential of the various provinces 
is capable of measurement on some basis fair to all, then research should 
be conducted to determine whether or not the various provincial tax rates 
are at a reasonable Canadian level. If the results show that a province is 
taxing its available taxation fields at an average Canadian rate and is still 
unable to raise sufficient revenue to furnish average standards of services to 
its •people, then this-we submitr---should be a factor to be considered in 
devising any future formula for calculating grants from the federal government 
to the provinces, whether under the tax rental agreements, or otherwise. 
We realize it may be difficult to measure the tax potential of any province 
but there are factors which give an indication of the comparative tax potential 
of the various provinces. The per capita income of each province is one 
measme of tax potential. State per capita income has been accepted by the 
United States Congress an an indicator of fiscal capacity and is a factor in 
several of the grants made by the federal government to the states. The next 
step would be to consider average standards of services. We believe the high 
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standard of provincial and local services now being offered by a province 
having the largest population and personal income, both in total and in dol
lars per capita, should be the standard to be considered for all Canadians. 
Every Canadian expects, and rightly so, the same quality of service-in 
education, in highways, in health and welfare, in justice, and in all the well 
established functions of government, regardless of where he lives. 

It has been suggested that we might postpone the balance of this brief 
until tomorrow morning. 

The CHAIRMAN: If that is agreeable to the honourable Premier. This is 
generally the hour for adjournment. I did not want to break into his very in
teresting presentation but I felt that this is the appropriate time to adjourn. 
It follows the usual course at these conferences. This afternoon the Government 
will hold a reception at the Rideau Club in honour of the Premiers, Ministers 
and all delegates and advisors who attended the conference, and later on this 
evening there will be a reception at the Prime Minister's home for the Premiers. 

I think this is an appropriate place to discontinue the representations. 
I was very much impressed by the words with which Premier Bennett 

concluded, when he said, "Let me repeat that there is no room for timidity at 
this time." I think those words pretty well describe the nature of the rep• 
rescntations so far. (Laughter) 



REPORT OF PROCEEDING 

D01\IINION-PROVINCIAL CONFERE CE 

Ottawa 
Tue day, JULY 26, 1960. 

MORN! 'G ES ION 

71 

The conference resumed at 10.00 a.m., Right Hon. J. G. Diefenbaker Prime 
Minister, in the Chair. ' 

The CHAIRMAN: Gentlemen, I am orry we are a little late starting, but I 
realize the difficulties of being on time. At the time of adjournment last even
ing Premier Shaw of Prince Edward Island had just commenced his representa
tions on behalf of his province, and will now continue. Premier haw? 

Hon. WALTER R. SHAW (Premier of Prince Edward Island): I might say 
at the outset that the conditions here are very much more plea ant this morning 
than they were when we adjourned last evening. At that time I was discussing 
the matter of tax potential; indeed, I concluded my remarks with the statement 
that every Canadian expects, and rightly so, the same quality of service-in 
education, in highways, in health and welfare, in justice, and in all the well 
established functions of government, regardless of where he lives. 

For the many rea ons outlined in our submission of November 25, 1957 
to the last Federal-Provincial Plenary Conference we again record our dis
approval of any financial arrangement that is based purely on theoretical cal
culations designed to meet only one purpose, and not the actual financial re
quirements of provincial governments, linked with tax potential and tax ability. 

The objective of the tax rental agreements was to make it financially 
possible for all provinces, whatever their tax base, to perform their constitutional 
functions themselves and to provide a reasonable level of provincial services 
without an abnormal burden of taxation. While our share under the tax rental 
agreement has been gradually increasing, it has declined in relation to what we 
are doing, and especially in relation to what needs to be done. It does not place 
our province in a position where our Government can provide a national standard 
of services for our people. 

In the past we accepted the broad principles of negotiated agreements with 
the hope that during the lifetime of the agreements a more satisfactory formula 
would be devised that would ·recognize a province's fiscal need problem and its 
tax-raising ability and which would ease the finances of the provincial govern
ments possessing the lowest fiscal capacity. 

If it is the policy of the present Federal Government to continue to use the 
same method of unconditional grants to the Provinces, then we suggest, as we 
previously did in November of 1957, that it should include (1) a basic guaranteed 
amount across the board before any fair and reasonable compensation for the 
rental of tax fields is ,calculated; and (2) a greatly increased adjustment grant, 
supplementary to the other two payments, which would permit the less favoured 
provinces to provide standards of governmental services comparable to the Cana
dian average. This adjustment grant would give some assurance that, in normal 
years, the provincial services would not be permitted to fall below the Canadian 
average and it would also protect the provinces from the ever present danger of 
having to curtail essential services by reason of a slump in provincial revenues 
resulting from low prices for primary products. 

If a new pattern in federal-provincial fiscal arrangements is to be developed, 
it should only be adopted after a thorough re-as~essment is made of the relative 
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needs and resources of the various governments in Canada. It is the only realistic 
approach and the only method that will solve our fiscal problem compatible with 
present conditions. 

At the Conference held in November 1957, several provinces stated that the 
distribution of standard taxes should be increased to 

(a) 15 per cent of the federal rate on personal income tax; 
(b) 15 percentage points on corporation profits; and 
(c) 50 per cent of federal succession duties. 

We feel that this upward revision would be acceptable to us, as an interim 
adjustment for the last year of the existing fiscal arrangements provided that 
equalization payments be made on the basis of the highest-yield province. 

Before passing on to the next stage of our submission, the Government of 
Prince Edward Island takes this opportunity of thanking the Government of 
Canada for recognizing our fiscal disabilities by the temporary adjustment grant 
of $2,500,000 annually, for the four year period commencing April 1, 1958. It 
has greatly a sisted our Province in meeting, in part, our present deficiency, but 
it is far from our actual needs and could not place our Province in a position 
where we could furnish a national standard of services to our people. 

We emphasize our views, to make our position clear, that we only seek a 
fair and equitable solution to our present fiscal problems, and the opportunity to 
participate more actively in the growth and economy of our country. 

Taxation and Other Revenues 

In reviewing operations under the tax sha,ring ,agreement it is important to 
note the value of the tax fields left to the Province after rental to the Federal 
Government of the income taxes and succession duty fields. 

The bulk of provincial tax revenues is ,closely tied to the }eve! of consumer 
spending and wherever personal income levels are low, provincial tax revenues 
a,re bound to be low. The higher a province's income, the greater will be the 
dollars generated from provincial taxation rates. This is why we have advocated 
that over and above the general tax-sharing arrangements there is need for a 
system of fiscal need grants payable to those provinces in which per capita 
income falls below a certain average. 

We all agree that in those regions where population is stationary, or has 
increased more slowly, there is bound to be a corresponding lag in industrial 
development, economic growth, and in the growth of tax potential. The result is 
the inability to meet most pressing needs in the years immediately ahead, to 
maintain and improve our services in education, transportation and public health 
and to participate in any new programmes essential to the economic growth of 
the Province. 

Our province ha now e}q)loited every feasible means of raising provincial 
revenue. We have used the tax fields open to us to the very limit, but they 
do not yield enough. In almost every branch of taxation our rates are as 
high a ot.her provinces possessing a low tax potential. Our scale of exemptions 
arc con~iderably lower than those prevailing in other provinces. And yet, on 
the other hand, despite the most dra tic economies in provincial administra
tion, and despite the fact that we maintain the mere necessities of education, 
and other public services, on a scale and at a cost ridiculously low in pro-
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portion to those prevailing throughout the other proYinces, the Province of 
Prince Edward I land ha not succeeded in attaining an even balance be
tween its overall revenue and expenditure. 

An analysis of our current revenues show that, eYen with the new and 
increased taxes, they are not sufficiently elastic in relation to our expanding 
financial responsibilities. The rapid rise in expenditures is continuing and thi 
rise is apparently uncontrollable, despite the very severe measures taken by our 
Government to prevent it-measure which quite frequently necessitate the 
cu.rtailing of services which our citizens have every right to expect to be pro
vided for them. 

While new taxes have been impo eel and other revenues have increased, 
the rate of increase in the yield of some of the principal revenue source- is 
now showing a noticeable decline. The Province, therefore, can no longer de
pend upon the sources of revenue under its control to meet the annual in
crease in expenditures which is inevitable for some year to come. 

Having tapped every source available to the Province that would be 
revenue producing under present conditions-including recently introduced 
Sales Tax legislation-and believing that further taxation is impo ible with
out causing intolerable burdens upon our people, we feel we are justly entitled 
to a larger share of the federal income taxes, corporation taxes, and succession 
duties to assist us in financing our respon ibilities. 

To supply the exigencies of government working under modern conditions, 
to provide for the urgent demands of vital public services, ,and generally to 
meet our future budgetary requirements, we must receive additional federal 
assistance generous enough to assist us in maintaining services which modern 
requirements demand. We all agree that no formula can properly compensate 
for the disparity in natural resources, concentration of wealth and industry, 
and the distance from markets, but it can give adequate financial assistance, 
sufficient not only to meet a province's needs but also provide for the expansion 
of existing services and development projects. 

Education 

,vith the expiry of the present tax-sharing arrangements less than two 
years hence, the Province of Prince Edward Island suggests that this Con
ference take under consideration, in conjunction with the problem of fiscal 
relations, the subject of education-having due regard to the years ahead. 

Education today should be no longer a matter of provincial concern 
only. The economic growth and production of Canada as a whole is based 
primarily on the education and training of its people and a continuation 
of this expansion and growth can best be assured by increasing our educational 
effort. Equal educational opportunities should be available to all Canadians, 
regardless of the economic circumstances of individual provinces. A full contri
bution in this direction demands that not only a few but all provinces should be 
in a position to go forward together in the development of it youth who arc 
the future strength and welfare of the nation. 

At the time of Confederation "free education" a it was then called, had 
become universal, but was still considered a local matter, and hence under 
the British North America Act was made a provincial responsibility. It should, 
however, be realized that as the nation has grmvn so has this important, es-
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sential and fundamental responsibility. We believe that additional a~sistance 
for education by the federal Go,·crnmcnt can be given without encroachment 
on provincial constitutional rights. General grant could be made without 
restricting the manner in which the grant was to be applied by the province 
other than to stipulate that it mu t be u-ed for educational purposes. 

Prince Edward Island does not wi h to set standard for or be in advance 
of other province but neither will it be content to be below acceptable standards. 
We have our problem uch as teacher supply and irregular operation of 
schools. upplementing the e problem of long standing are a number of others 
rooted in changed . ocial and economic conditions; problem such as the 
provision of high school education suited to the needs of a rapidly growing 
school population and the finding of ource of revenue adequate to care for 
the expanding needs of both elementary and secondary school . The problems 
of interest today are tho~e of an agricultural and fishing area, thickly populated 
with small rural schools on every hand. chool that were once so convenient 
and acceptable arc now aJrnd to serve a new generation of students who 
mu t be educated for a society quite different from that served by these schools 
when they were fir t built. 

The Government of Prince Edward I land endor es the proposition that the 
importance of attaining an adequate standard of education throughout Canada 
both neces itates and justifies sub-tantial contributions by the Federal Gov
ernment toward meeting increased educational co ts. 

We are also prepared to concede that federal a sistan<:e to education may 
take the form of conditional grants contingent on the maintenance of minimum 
educational standards in the province. But we are not satisfied that grants on ,a 
dollar-for-dollar basis will meet the need. The provinces most in need of im
proved educational services are the provinces which have the greatest difficulty 
in matching the federal contribution. We contend that conditional grants must 
be apportioned according to some index of a province's actual need. 

Finally, with re pect to fiscal matters, there are fields where the Federal 
Government and the provincial Governments have common interests and in 
which joint participation can produce beneficial results. We hope that, apart 
from any general fi cal agreement, a full examination will be made with re-
pcct to conditional grant and hared-cost programmes now existing between the 

two level of Government. The degree of participation by the Province of 
Prince Edward I land, in any such plans, must depend on the financial ability 
of our Government to finance any further services without any additional or 
increa ed taxation . 

Conditional Grants and Shared-Cost Programmes 

The ba~ic aim of conditional grants and , hared-cost programmes originally 
were to timulate the provinces to embark upon new programmes which the Fed
eral Government felt nationally desirable. Today, they are increasingly com
mon phenomena of modern government. This would appear to stem from the 
growing popular demand for a national basic minimum standard of services 
and the realization that certain problems cannot be solved other than by a 
unified national program. Since they now form a significant part of overall 
proYincial revenue and expenditure programmes, and cncompas a wide range 
of provincial activities, they impart a degree of rigidity in the direction of 
provincial expenditures and reduce budgetary flexibility. 
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While we are not unappreciative of the aid being given to the Province 
under the shared-cost programme, we have certain reservations re pecting the 
present policy. 

Conditional grants are without doubt beneficial to the provinces par
ticipating in them, as they result in substantial sums of federal monies that 
might not otherwise be available to the provinces being set aside for their use, 
but this new affluence has often been secured at the price of considerable 
budgetary strain. The fact that these monies are available has been called 
the "sole virtue" of the programmes, but it should be recognized that, with 
these monies the provinces have been able to accelerate the development of 
existing programmes and the initiation of new ones-steps that in some cases may 
not have been possible for some time unless supported solely by the available 
provincial resources. There remains the doubt, however, whether the improve
ment in certain fields may not in some provinces have been purchased at the 
cost of some stagnation or retardation of improvement in other fields, such 
as education. 

Nevertheless, in establishing the conditional grant programmes, the fed
eral authorities have apparently regarded the disparities in fiscal capacity 
among the provinces as a matter of secondary importance. In almost all the 
grants avail•able to all the provinces, even the wealthiest, the formula for 
allotting funds does not reflect differenc-es in provincial resources. The grant 
structure fails to recognize varying provincial fiscal capacity. 

It is true that no province is obliged to participate in the shared-cost pro
grammes. However, experience has demonstrated that it is most difficult to 
refuse to join in such a programme regardless of the resultant budgetary diffi
culties. They look good on paper but in the final analysis they may be an 
additional burden. 

There is also a great element of uncertainty introduced. The grants are 
designed to inaugurate or stimulate a provincial service but with the danger 
of the grants some day being terminated the provinces are faced with the possi
bility of having, at some uncertain date, to assume the full financial burden 
of this new or expanded service. 

The uncertain date of termination deters long-term budgetary planning and 
the deterrence is intensified by the additional uncertainty that provincial gov
ernments can never be sure when the federal government may decide to em
bark on a new conditional grant programme or expand an exi ting one. There is 
no better example than the two increases in Old Age Assistance by the Federal 
Government. 

Another observation we have to make is that they should be established, 
altered or discontinued only after close consultation with the province. Also, 
with the federal -provincial programmes calculated on a percentage or per 
capita basis and not upon provincial need and fiscal ability, the assisted serv
ices, must, of necessity, be performed at levels substantially below those in 
other parts of Canada. 

We would like to see the basis of conditional grants and shared-cost pro
grammes re-examined and a more flexible system devised that will carry out 
the objectives of the Federal Government and at the same time be better 
suited to meet the particular needs and the relative fiscal capacity of the 
provinces. 

87173-1-6½ 
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While on the subject -0f shared-co t programmes we feel that capital and 
admini trative costs, and the care of patients in mental institutions and tuber
culosis sanatoria should be included in the sharing provisions of the hospital 
insurance plan. 

We should like now to deal briefly with other current issues. The first 
of these is the plight of our municipalities. 

Municipal Assistance 

We are fully aware of the constitutional responsibility which the provinces 
bear ·with respect to local governments. All of us are aware that the problems 
confronting municipal governments are complex and involved, and urgently 
require solution. Our municipalities, all across Canada, are finding their tax 
revenues inadequate for the rapidly mounting costs of current operations, and 
monies for essential capital projects too expensive, or even impossible, to obtain 
on their own credit in the public market. The lack of taxable capacity also 
applies to most of our municipalities. Local governments are becoming increas
ingly dependent upon grants and other financial assistance from the provinces 
in order to meet their present responsibilities as well as the new demands 
upon them. 

At the present time our Province is doing as much as it can, in the light 
of our financial requirements, to help our municipalities with their fiscal problems. 
Unfortunately, their lot cannot be improved until such time as the financial 
frame\vork of the Province is built upon a sounder foundation. 

We all know that inadequate financial assistance by way of transfers of 
revenue to the provinces from the federal government in turn prevents the 
provincial governments from making transfers to the municipalities upon a 
scale adequate to their needs. 

There are several ways in which the Federal Government could provide 
assistance to the municipalities in Canada. Exempt them from the payment 
of federal excise and sales taxes; provide direct grants; adopt some type of 
means to make capital available to them on a far less costly basis than is 
currently possible; and revive and broaden the provisions of the presently 
dormant Municipal Improvements Assistance Act. Any or all of these measures 
would proYide some relief to our hard-,pressed municipalities. 

The provinces, especially the Province of Prince Edward Island, can increase 
their financial assistance to municipalities only if a greater share of the tax 
resources available to the Government of Canada is allocated to them. 

Resources and Industrial Development 

The earnest desire of the people of Prince Edward Island is to advance 
the interest of their Province as an integral unit of Canada and promote its 
growth within the union. Some of our disabilities are traceable to national 
policy, while others may be described as new conditions which have arisen 
during the march of progress and prosperity. 

The dependence of Prince Edward Island on agricultural and fisheries 
production, processing, and marketing, is well known. While there is a substan
tial amount of self-sufficiency, there is, nevertheless, a marked inter-dependence 
among the primary industries and all other enterprises and an important reliance 
on a few specialized export commodities which are highly vulnerable to national 
policies, general economic conditions and other external forces. 
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The Province of Prince Edward Island, like its si ter Provinces in the 
Atlantic region, is primarily concerned with ways and means whereby our 
respective provinces can share in the industrial growth and expansion of Canada, 
the sharing we visualized when ~-e helped to mould the pattern which we hoped 
would be our heritage in the unfolding of Confederation. \Ye, in the Maritimes, 
have not gone ahead as far or as rapidly as the rest of Canada. We have not 
shared in the prosperity of the larger provinces even though we have contributed 
our share to great national development schemes such as the St. Lawrence 
Seaway and the South Saskatchewan Dam. 

The territorial accessions gained by the western provinces have now become 
the fields for large capital im·estments and the exploitation of their natural 
resources-oil, gas, uranium, iron-ore, gold, base metals, and so forth-has 
become the means of increasing the income of the provinces concerned, as well 
as the federal treasury. Originally the western provinces were given subsidies 
by the Federal GoYernmcnt in lieu of the e lands. Today, they have the very 
lands for which the subsidy was given, and the subsidies as well. It must be 
remembered that these northern lands that came into possession of the Govern
ment of Canada, which were later transferred to the western provinces, were 
acquired by purchase, developed and given value, almost exclusively at the 
expense of the eastern provinces. They belonged not to the people to whom 
they were allotted but to the people of Canada. The e>..'tra-provincial lands 
which have been made to the territories of Quebec and Ontario comprising of 
an area ten times as great as that of the three Maritime Provinces combined 
have also augmented revenues, enlarged provincial credit and stimulated 
the investment of capital in Quebec and Ontario. 

We are not complaining of the benefits enjoyed by the provinces acquiring 
these extra-territorial lands. Nor is there any disposition to protest against 
the extension of the boundaries of these provinces. What we do claim, however, 
is adequate compensation for our non-pa1ticipation in such division of the 
federal domain as has already been made. We stand firmly upon the principle 
that none of the public lands of Canada, in all of which every part of Canada 
is beneficially interested, should be applied to the special use or benefit of any 
particular province without compensating the non-participating provinces. It 
is only fair that equal opportunity be given to that part of Canada which was 
the birthplace of this great nation. The late Honourable Norman MacLeod 
Rogers once said: "A national enterprise strengthens the federation by sharing 
its advantages with all its partners". Therefore, we emphasize the necessity 
of developing basic national economic policies which would permit provinces 
and regions to broaden and diversify their economies on their own. 

It is equally desirable and essential, if we are to have a truly sound and 
well-balanced national economy, that the Federal Government adopt policies 
designed to promote the development of secondary industry in the presently less 
highly industrialized provinces of Canada. At the same time, the scope of 
activities of the Industrial Development Bank should be broadened and 
expanded. 

We strongly urge that any plan dealing with public investment and natural 
resources development should in the first instance be directed to the removal of 
the economic disabilities of the less-favoured provinces. For the Atlantic 
Provinces the Royal Commission on Canada's Economic Prospects reported: 
"What is needed we believe is a bold comprehensive and co-ordinated approach 
to the underlying problems of the region in order to make the best possible use 
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of the resources of the area and to improve transportation and other basic 
services". Thus any extensive and successive attack on the economic ills of 
these regions would substantially increase national income for the good of the 
country as a whole and would broaden the base for tax raising for all levels 
of government. 

This problem can only be solved by co-operation and teamwork on the part 
of the Province and the Federal Government. 

We strongly believe that the day will come when the level of economic 
activity and the level of incomes in the Atlantic Provinces will be such that 
what are now essentially deficiency payments to our provinces, because of lower 
incomes in our areas, will no longer be necessary. 

And now, Mr. Prime Minister, before I close my brief, I would like to 
refer to a matter of utmost importance to our province and indirectly vitally 
connected with our Dominion-Provincial relations. I refer to the construction 
of a Causeway which would link our province with the mainland and which 
would have a great impact on the economy of Prince Edward Island. When we 
entered Confederation in 1873, we were promised continuous service with the 
adjoining provinces. This has been only partially fulfilled by the providing 
of ferry service between Prince Edward Island, New Brunswick and Nova 
Scotia. Due to the changing times and the modernization of transportation, ferry 
connection no longer meets or fulfills the need of continuous communication. 
A readily accessible link with the mainland would assist materially in bringing 
to us many of the opportunities of providing a higher per capita income for our 
people. This higher income would naturally tend to increase consumer spending; 
increased consumer spending would result in a higher tax potential within 
the province and a consequent additional source of revenue. 

My friend the Premier of New Brunswick suggests the severance of New 
Brunswick and Nova Scotia by a canal. We ask for a linking of our Island 
Province with the Mainland, thus giving us a means whereby our economy 
will be much enhanced and our position in reference to the other provinces of 
Canada be put on a more equitable level. I might point out that this project 
has been supported unanimously by the Premiers of the Maritime provinces, 
the Maritime Board of Trade, the Atlantic Provinces Economic Council and 
other groups interested in Atlantic regional development. 

We are not unmindful of the sympathetic consideration which has already 
been given to the Causeway project by the present federal Government and we 
appreciate that extensive studies on the feasibility of the project have been under 
way for several months. We urge, Mr. Prime Minister, that this investigation 
be concluded and that the construction of the Causeway be undertaken at the 
earliest possible moment. 

In concluding this submission on behalf of the Government of Prince Edward 
Island we welcome this Conference for the opportunity it provides for discussion, 
study and the solution of our mutual problems. We are convinced that if we 
approach the various questions which demand our attention in the spirit of 
co-operation and with an understanding of each other's viewpoint, this 
Conference can have beneficial and far-reaching effects for the Canadian people. 
The federal system is a partnership and the price of its efficient operation is 
co-operation. 

The CHAIRMAN: We shall now hear from the Premier of Saskatchewan, 
the Honourable T. C. Douglas. 
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Hon. T. C. DouGLAS (Premier of Saskatchewan) : Mr. Prime Mini ter and 
gentlemen, there is some disadvantage in coming so late in the ro ter of speakers. 
As someone has said, the mind can only absorb what the seat can endure and most 
of us are getting to the point of numbness. One finds that many of the things 
that one intended to say have already been pre-empted by previous speakers. 
This is not a bad thing, for I think it is interesting to note the fair degree of 
unanimity in the various statements which have been made. It may be that 
repetition will lend emphasis to the point of view which the provinces are 
presenting. 

Before beginning to read this brief I would like to say that on behalf 
of my colleagues I welcome the suggestion of the Premier of Quebec for the 
holding of an interprovincial conference from time to time, for I am sure there 
are many problems which the provinces have which could very advantageously 
be discussed between themselves. I do not think that such a conference should 
be looked upon as an attempt to gang up on the Government of Canada. I feel 
there would be two advantages in a conference of this kind. One is that we 
could at least find the points on which we agree, and this would solve the 
Federal Government's problem of trying to sort out any conflicts in representa
tion. Secondly, there are many matters which do not involve the Federal 
Government where interprovincial co-operation would be most useful. We would 
certainly welcome such a conference and hope that eventually it would expand 
into a conference to which the municipalities would be invited in order that they 
too might get some degree of co-operation with respect to the various problems 
which concern them. 

May I say in passing that my good friend, the Premier of British Columbia, 
made reference to the Prairie people who go out to his province. 

Hon. Mr. BENNETr : They are very good people. 
Hon. Mr. DouGLAS : Yes, they are very good people. Many of them go to 

British Columbia because of the climate-
Hon. Mr. BENNETT: And the Government. 
Hon. Mr. DouGLAs: -and a lot of them come back because of the weather. 
The Saskatchewan Government was pleased to receive an invitation to 

attend this Conference and we have come here with the firm hope that our 
deliberations will result in considerable benefit for the people whom we rep
resent. It is about three years since the last Dominion-Provincial Conference 
was held and many of the problems which beset us at that time are still with 
us today. Indeed, some of them have grown with the passing of time. 

The Saskatchewan delegation has among its members representatives from 
our local governing bodies, both rural and urban. Their presence here is in
dicative of their growing responsibilities and of the extent to which the meeting 
of those responsibilities is contingent upon the success of this conference and 
any subsequent conferences which may be held. The ability of the provincial 
Government to help the municipalities meet their increasing responsibilities 
will largely depend upon whether or not the provinces can hope to secure a 
larger share of the revenues from the three tax fields which are jointly dealt 
with under the tax-sharing arrangements. 

Tax Sharing Arrangements 

All of us are familiar with what has taken place since the end of the war. 
The cost of meeting provincial and municipal responsibiiities has grown twice as 
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fast as federal expenditures. Because our share of the income tax fields has 
been limited we have been compelled to rely more and more on sales taxes and 
property taxe . In consequence municipal property taxes have risen almost 
every year; sales taxes have spread from two provinces to seven; ga oline taxes 
have increased everywhere and in some ca cs, have almost doubled. The grow
ing demands for school , ho pitals and municipal services have placed an in
creasing burden upon tho e fields of taxation which bear the least relationship 
to the ability of the individual to pay. In compari on with the steady ri e in 
property taxes and sales taxes we find that the corporation income tnx has 
risen only slightly since the war while the personal income tax has decreased 
in nine out of the pa t fifteen years. The result is that the burden of taxation 
in those fields which bear the greatest relation hip to the ability of the in
dividual to pay is considerably lcs- than it wa at the end of the war. I think 
it is increasingly apparent that if the Canadian tax structure is to be made more 
equitable and if sales taxes and property taxes are to be kept at reasonable 
level , the provinces mu t have a larger share of the revenue from the three 
tax fields which are jointly occupied under the tax-sharing arrangements. 

At the present time the provincial governments are receiving less than 25 
per cent of the total revenue derived from corporation, personal income and 
inheritance taxe . Unless the Federal Government is prepared to grant a larger 
share of this revenue to the provinces they are saying in effect that the pro
vincial and municipal governments should meet the growing demand made upon 
them for additional services by increasing sales and property taxes-taxes, which, 
I repeat, have little relationship to the individual's ability to pay. At our last 
meeting in November, 1957, I made a statement which I think bears repeat
ing. (I find the be t way to get a good authority is to quote yourself.) "The 
fundamental failure of the present agreement lies not so much in the method 
of sharing as in the izc of the shares themselves." 

In other words, Mr. Prime Minister, we are saying that we agree with the 
principle of the present tax-sharing arrangements but we feel that at least one
third of the total tax revenue collected should be paid to the provinces. Failure 
to do this mu t inevitably result in the provinces and municipalities being 
unable to discharge their constitutional responsibilities or following the other 
alternative of increa ing property and sales taxes, thus further aggravating the 
inequity of our present tax structure. 

It has been argued that the federal Government is not in a position to 
increase the provincial share because of other commitments. But provincial and 
municipal responsibilities are as vital to the welfare of Canada as those of the 
Federal Government. They cannot simply be dependent on the left-overs from 
the federal table. There is no benefit to this country in achieving a federal sur
plus if the price is to force every province and municipality into debt. 

Before I leave that point, Mr. Prime Minister, I would like to make refer
ence to the repeated statement which is made about federal contributions. I 
notice in the document, Statistical Summary of Federal Contributions to the 
provinces, which has been circulated, there are a great many contributions for 
which, I am sure, the provinces are grateful and without which they could not 
carry on the programs which have been undertaken. But included in these con
tributions are abatements and tax rental payments. I think it is misleading to 
the public mind to suggest that these payments are contributions. These are 
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payments to which the provinces are entitled as a re ult of revenue collected 
in tax fields to which the provincial Governments have a con titutional right. 
This has led to a good deal of misunderstanding. 

I noticed press and televi ion reports last evening which talked about the 
proYinces raiding the Federal Treasury. I think this creates the entirely erroneous 
impression, that periodically the Premiers of the provinces come here, like well
dressed respectable bandits, desirous of breaking into the Treasury in spite of 
the Herculean efforts of the Minister of Finance to retain its pristine purity. 

I think what the public has to be told, and told repeatedly, is that in the 
three tax fields in which the provinces have an equal right we are today receiYing 
23 per cent of the total revenue, and the Federal Government retains the other 
77 per cent. In asking for a larger share of the revenue, not individually, but 
collectively, we are simply asking for a fairer share of a tax field to which we 
arc constitutionally entitled. 

Principle of Equalization 

Let me turn now to the method which is used in sharing the revenue from the 
three tax fields under discussion. I think one of the great advantages of the 
present tax-sharing arrangements has been the principle of equalization which 
has done so much to ensure a measure of equity as between the different economic 
regions in Canada. 

To argue for the principle of equalization is not to plead for a "Confedera
tion poor-box" by which the wealthy provinces would contribute to the less 
fortunate. The fact is that no one can properly allocate the income derived from 
production to the areas where it is truly earned. Merely because taxes are paid 
in one province does not mean that this revenue is produced in that province. 
Corporations and individuals paying income taxes in the central provinces in 
many cases earn their incomes from economic activities carried on in other parts 
of Canada. I might cite in passing, defence contracts, which are largely given in 
the central areas of Canada but which are paid for by the taxpayers in every 
part of Canada. 

In a country where some regions must sell their products in the competitive 
markets of the world while at the same time they are compelled to buy in a 
closed and protected market, I am sure it would take the wisdom of olomon 
himself to determine where the tax revenues were actually earned. Unless we 
are to return to the tax jungle of the thirties we in Saskatchewan .are convinced 
that a high degree of equalization must be maintained in our tax-sharing arrange
ments. 

The main argument for equalization lies in the concept that every Canadian 
citizen has an inalienable right to certain minimum standards of health, educa
tion and welfare, irrespective of where he may live in this broad Dominion. A 
chain is only as strong as its weakest link and no nation is truly great which 
has depressed areas whose citizens must content themselves with a standard of 
services far below the national average. Such a policy could only foment resent
ment and recriminations; such a policy would eventually destroy the fabric of 
national unity. 

We in the Saskatchewan delegation stand unalterably opposed to any 
dilution of the present equalization formula. We believe that it should not only 
be retained but that it should be improved by equalizing the per capita return 
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to the highest province in Canada rather than to the average of the top two as 
at present. We believe this is the only fair way by which the revenue derived 
from the three fields of taxation which are occupied jointly under our Constitu
tion can be distributed on the basis of equity and justice. 

National Adjustment Grants 

There are, however, certain regions of Canada whose economic plight cannot 
be fully met even by our present equalization formula. The Atlantic Provinces' 
Adjustment Grants were established in acknowledgment of this fact. It was 
recognized that in this region levels of income were low and that provincial 
revenue was incapable of maintaining a standard of services anywhere close to 
the national ,average. Saskatchewan supported the Atlantic Adjustment Grants 
when they were introduced and we support them now. However, we believe 
that adjustment grants should be on a national basis so that any province whose 
income levels drop below a minimum standard should be eligible for assistance. 
There are areas of Canada which are particularly vulnerable to economic fluc
tuations due to climatic conditions or to their dependence on world markets. 
While it is to be hoped that they would never require the assistance provided by 
adjustment grants, we feel that this assi tance should be available if some calam
itous situation made it necessary for them to receive it. 

Stabilization Feature 

Another important feature of the tax-sharing arrangements is the stabiliza
tion provisions. These provide that no province will collect less in any one 
year than 95 per cent of the payment which it received in the preceding year. 
We believe that sound arguments can be advanced for setting the stabilization 
figure at 100 per cent. The possibility of periodic economic recessions cannot 
be ruled out of our thinking. I think we would all agree that during a period 
of economic recession is precisely the time when Government expenditures 
ought not to be reduced. 

Governments at all levels have been greatly concerned about the present 
unemployment situation. Provincial and municipal governments have been en
couraged to promote winter works projects and to undertake other capital 
programmes designed to provide more employment. I think it is apparent how 
impossible this would be if the provinces were to experience a sharp decline 
in their revenues under the tax-sharing arrangements. 

May I point out, Mr. Chairman, that those are precisely the times when 
our other revenue will also decline, because revenues, particularly from sales 
taxes, are especially sensitive to economic conditions. 

If the provincial and municipal governments are to play any effective part 
at all in combatting cyclical unemployment they require as a minimum a 
guarantee that their revenues under the tax-sharing arrangements will not fall 
below the level of the previous year. 

It may be ·argued that the 95 per cent stabilization feature of the present 
agreement has never become operative. This is quite true. However, the fact 
that the stabilization feature has not been needed in the past is no guarantee 
that it will not be required in the future. This type of argument is equivalent 
to saying that a man need not insure his house merely because it has never 
burned down. It has been said that "the art of governing is the art of fore-
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seeing." We would argue that with the slackening in the rate of economic 
growth a 100 per cent stabilization feature should be an integral part of any 
new tax-sharing arrangement formulated by this conference. 

One final feature of the tax-sharing arrangements must be considered. 
Every five years many provinces face the choice of accepting whatever is 
placed before them by the Federal Government or losing a substantial part 
of their revenues. This is not a sound basis for any relationship between the 
federal and provincial governments. I would urge that future fiscal arrange
ments guarantee any province the right to continue with existing arrangements 
if the new proposals are unacceptable. 

National Health Insurance 

May I turn now to conditional grants. Under this heading I want to dis
cuss national health insurance. 

In 1941 the first Dominion-Provincial meeting to discuss health insurance 
was held here in Ottawa. Although the war was then in progress the alarming 
statistics regarding the lack of physical fitness among Canadians compelled 
the governments of that day to give some thought to this important question. 
Even though it was recognized that no action could be taken during the war 
years the provincial governments and a House of Commons committee spent 
a great deal of time studying this question. In 1945 the Government of Can
ada convened the Dominion-Provincial Conference on Reconstruction. I be
lieve Mr. Manning and I are the only two Premiers still in office who had the 
privilege of attending that conference in that capacity. We believed then that 
the defeat of dictatorship and the freeing of our economy from the tremendous 
cost of war presented us with a great opportunity to build a better world 
and a better Canada. Among the many excellent proposals presented to the 
1945 conference was the outline of a national health insurance plan under 
which the Government of Canada agreed to pay 60 per cent of the cost of 
providing complete health services in any province which undertook to imple
ment such a programme. This plan envisaged not only hospital care but also 
medical •and dental care as well as drugs and other health services. This pro
posal was a recognition of the fact that if we were to build a better Canada 
the citizens of this country must have a measure of security against the 
catastrophic effects of prolonged and costly illness. 

I am pleased that Saskatchewan was the first province to set up a hospital 
insurance plan which became operative on January 1st, 1947. Other prov
inces followed but we were required to bear the entire cost of this programme 
until 1958 when the present Government of Canada began to make contribu
tions under the Hospital Insurance and Diagnostic Services Act. Mr. Prime 
Minister, I would like to compliment you and your colleagues on having taken 
this bold and imaginative step. By doing so you greatly assisted the provinces 
who had hospital insurance plans and you have made it possible for other 
provinces to put them into operation. Canada can be proud of its national 
hospital insurance plan. It constitutes a major social advance in Canadian 
history. 

I believe the time has now come to take another forward step toward the 
establishment of national health insurance by providing federal assistance in 
any province w:hich is prepared to introduce a prepaid medical care program. 
The province of Saskatchewan is making preparations to institute such a 
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program for its citizens. It has been said in some quarters that we are 
asking the Federal Government to bail us out of our election promises. May 
I say to this conference that the election promises we have made we shall 
keep. The people of Saskatchewan are prepared to make whatever sacrifices 
are necessary in order to enjoy the measure of security which a prepaid 
medical care program will provide. However, the fact remains that Canada 
is one of the few countries left in the western world which does not have 
a national system of health insurance. I believe that eventually some Gov
ernment, either the present one or a future Government, will establish a 
health insurance program in Canada on a basis similar to that which obtains 
in our present hospital insurance plan. It would make this conference a 
historic one if the first steps in this direction were taken by those of us who 
sit around this table. At the 1955 conference several provinces, including 
Ontario, British Columbia and Saskatchewan gave their support in principle 
to the idea of national health insurance. Surely this conference cannot do less 
than to ask the Dominion Council of Health representing the Government of 
Canada and all the provinces to begin immediate discussions on how best to 
establish a comprehen iYe ystem of health insurance at the earliest possible 
date. 

llospital Insurance 

While all of us appreciate the assistance which the provinces have 
received under the national hospital insurance plan, we cannot but regret that 
it does not cover patients in mental hospitals and tuberculosis sanatoria. I am 
sure that this view is shared by the members of the federal Government for 
I find that according to Hansard for April 10, 1957, the present Minister of 
Finance introduced an amendment to do away with the "unjustifiably narrow 
definition of the word 'hospital'.", and in supporting this amendment, the 
present Prime Ministed said: 

"There is also this further disqualification of sanatoria and mental 
ho pitals. Why is this? Why are these hospitals and institutions dis
criminated against? I say that the legislation in its present form is dis
criminatory in that it denies these institutions a right that should be theirs." 

I recognize that in your anxiety to get the national hospital insurance plan 
under way as quickly as possible some argument could be advanced for 
excluding mental and tuberculous patients in the initial stage. Surely that 
stage is now past and there can be no valid excuse for continuing to exclude 
patients who occupy one-half of all the hospital beds in Canada. 

Hospital Construction Grants 

Another serious defect in our national health program is the inadequacy 
of the hospital construction grant of $2,000 per bed. I do not think that a 
constant sum of this size bearing no reasonable relationship to the actual 
costs can be justified in any way. In 1948 when the grant was $1,000 per bed, 
the province together with the other participating groups had to raise $4,000 
per bed. Today, even though the grant has been doubled the provincial 
Government and the community must raise up to $12,000 for each bed. I 
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believe that in all fairness this grant should be related to co ts of construction 
and I would suggest that a grant of, say, one-third of the actual expenditure 
is not unreasonable. 

Unemployment Assistance Agreement 

In the fields of welfare, the Unemployment Assistance Agreement which 
became effective in 1955 is a good program. I think it represents a desirable 
departure from the greater restrictions contained in some of the other shared
cost public assistance programs. However, there is one feature which results 
in unequal treatment for some of the provinces and in fairne s to them, I 
suggest it should be eliminated. A number of the provinces make supplemental 
payments to old age pensioners on the basis of need. In British Columbia, 
Alberta and Saskatchewan this payment is called a supplemental allowance 
and is not shared by the federal Government. In other provinces, however, 
this additional aid is given in the form of social assistance or relief and is 
eligible for reimbursement from the federal Government under the Unemploy
ment Assistance Agreement. It seems to me there can be no ju tification for 
this discrimination and I would urge that the agreement be amended in 
order to rectify it. 

University and Technical Education 

With respect to university and technical education, for many years federal 
grants have assisted in meeting both capital and operating costs of greatly 
expanded and costly programs. This help has been of value not only to univer
sities and to technical education programs but also has enabled provincial 
Governments to provide greater support of local education costs. It has thus 
made possible some extension and improvement in educational opportunities 
generally. Moreover, because of the needs of our developing economy for trained 
minds and trained hands it has been a good investment for Canada. Adequate 
educational opportunities are a part of the means whereby maximum develop
ment and employment are guaranteed. I would consequently urge an extension 
of federal assistance in meeting the mounting costs of an inevitably increasing 
program of university and technical education. 

May I add a final comment regarding conditional grants? These grants 
have been one of the historic tools used in Canada to implement essential pro
grams. I am sure we all recognize that whatever their defects may have been 
they have been effective in getting programs started and have been an acceptable 
instrument to the provinces. However, the time inevitably comes when the 
rigidities that encumber these grants outweigh their initial benefits. Surely 
these rigidities could be removed when the programs have become so firmly 
entrenched that their continued existence is no longer in question. We believe 
that all conditional grants should be examined with a view to converting 
some of them to grants which will be unconditional within specific areas of 
Governmental activity. 

Economic Growth and Stability 

I want now, Mr. Prime Minister, to discuss another que tion of nation-wide 
importance-the faltering state of the Canadian economy. The plain fact is 
that the performance of our economy in the past few years has been unsatisfac-
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tory. Our rate of economic growth has been far too -low. Unemployment ha 
remained obstinately high, even in periods of so-called boom. Price inflation 
has ,persisted, even in a recession. 

What is worse, the economic policies we rely upon no longer seem suitable 
for the job expected of them. Massive deficit financing by the Federal Govern
ment is assumed to be the be t way of fighting a recession. But there is no assur
ance whatever that the money is being spent in the right place or at the right 
time. The result is that some of the unemployed are put back to work but serious 
unemployment remains in many parts of the economy. In other parts prices 
continue to rise unchecked. 

In times of economic recovery the Dominion seems to rely upon monetary 
policy-that is a tight money policy-coupled with increases in federal tax 
collections. All of this, of course, is done in the name of controlling inflation. 
I grant that a tight money policy may be effective in restricting overall excessive 
purcha ing power. Unfortunately it also results in slowing down economic 
development in certain regions and industries where development is all-important. 
Even worse, it results in the curtailment of expenditures on education, research, 
health and so forth, all of which are essential, not only for the welfare of 
Canadians but also for achieving increases in economic productivity. 

I believe, Mr. Prime Minister, that a new approach to national economic 
policy is required. Tax and expenditure policies at both levels of Government 
should be carefully calculated and co-ordinated to assure economic growth 
and to avoid the wasteful booms and breakdowns which have characterized 
our economy. This means expenditure policies which are designed to foster 
development-more research, better educational facilities, broader resource 
utilization, better integrated transportation and power policies. It means the 
tinting of Government expenditures and their sensitive selection so as to stimulate 
the parts of the economy ,Yhich are lagging, while at the same time restraining 
exce ses in the buoyant sectors. 

Such a policy obviously means a selective approach to the direction of 
public and private investment. Let no one forget that we now try to influence 
public and private investment. 1Ve u e monetary ·policy, and sometimes tax 
policy, but monetary policy does not and cannot discriminate between those 
indu tries and regions where investment should be encouraged and those where 
it should be discouraged. 

The approach I want to suggest, to help us work out a more effective 
economic policy for the future, ii; a Dominion-Provincial economic development 
program organized on a permanent basis. Each year the Federal Government 
might appropriate for economic development a target sum of money equal 
to a pecific percentage of the gross national product. This sum would be 
allocated to the province on some equitable basis and would be devoted to 
approved development projects. Some of these would require matching pro
vincial contributions and some would not, depending on the character of the 
undertaking. There have been and are now a great many useful projects of 
this kind, but they have always been adopted on a purely "ad hoc" basis. 
What we are sugge ting now is a continuing, integrated program. 

I want to emphasize that the objective of this program is stable economic 
dcYelopmcnt, not just economic development alone. In the event of a recession 
the expenditure could be increased when and where required . If inflation were 
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to threaten, they could similarly be contracted. The program would al o be 
used selectively so as to meet the special problems of particular indu trie and 
regions. 

Let me ha :ten to add that there ,are many other projects- chool , ho pitals, 
streets, waterworks and others-which are equally vital to our economic and 
social well-being. I realize that the borrowing problems of provinces and 
municipalities have been somewhat eased in recent month but the capital needs 
of our local governments remain a pressing problem. I want, therefore, to 
reiterate our request, which I have made at a number of previous Conferences, 
that the Municipal Improvements Assistance Act be revised and reactivated. A 
further helpful step would be for the Federal Government to lend money to the 
provinces and municipalities by the simple technique of buying thei:r bonds 
into such federal ,accounts as the Unemployment Insurance Fund and the 
Securities Investment Account. After all, these funds are contributed by all 
Canadians, and they should be made available to all Canadian governments. 
Surely it is not too much to ask that a minimum of 25 per cent of these funds 
should be invested in provincial and local government securities. 

It is impossible to think and speak of economic growth and stability without 
making reference to the special problems of agriculture. The cost-price squeeze 
being felt by farmers everywhere in Canada and the marketing difficulties they 
experience can only be met by a sensible combination of long-run and short-run 
policies. Long-run policies such as marketing, farm credit, and the training of 
young people in rur-al areas must be designed to put this basic industry on a 
sounder foundation. But the immediate need is for income supports which will 
ease the agonizing adjustments which the farm community is being forced to 
make today. Moreover, if it is true that there are distinct signs of a severe 
recession looming in the not-too-di tant future, I am convinced that a restoration 
of farm purchasing power could well prove to be a very important corrective 
step at this time. For these reasons I want again to urge that a top-level con
ference, with representatives of the federal and provincial Governments and the 
leading Canadian farm organizations, should be called at the earlie t pos ible 
date. 

Amendment of the Constitution 

In concluding these opening remarks, Mr. P.rime Minister, I want to suggest 
that this conferenoe should also give its attention to a very important piece of 
unfinished Canadian business. I refer to the need for reconvening the Federal
Provincial discussions on the Constitution. Just ten years ago, as some of the 
premiers present here today will recall, the Dominion and the provinces met 
together in the city of Quebec in an earnest attempt to bring about the full 
achievement of Canadian nationhood. We sought to work out a method of 
amending the British North America Act and to transform it from a statute 
handed down by Westminster into a creative act of the people of Canada. 
Although our efforts were not brought to fruition we made some real progress, 
and I urge today that we should take up this work once again. Plans are already 
underway to mark the 100th anniversary of Confederation. I can think of no 
better gift to Canada for this occasion than the power to amend our own Con
stitution. 
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I would like, sir, to support the proposal made by the Premier of Quebec. 
The whole question of a Bill of Rights is now to the fore in public discussion 
across Canada. I notice that a number of newspaper editors and others have said 
that the reason why we cannot have a Bill of Right enshrined within the Con
stitution is becau e the provinces will not agree. I want to suggest that the 
provinces have not been asked. We have not discussed this matter, to my 
knowledge, since the Conference of 1950. 

I think that the statement was made yesterday by the P,remier of Quebec, 
that out of this Conference there could possibly come sufficient agreement by 
which we can bring the Constitution of Canada back and restore it to its right
ful place, namely, in the Statute Books of this Dominion, and that enshrined 
within that Constitution, there should be a Bill of Rights which would cover not 
only federal matters, but provincial matters as well. I assure you, sir, that if 
such a confe.rence were called the province of Saskatchewan would give it its 
heartiest upport and co-operation. 

The CHAIRMAN: Gentlemen, I call on the Premier of Alberta, the Honour
able Mr. Manning. 

Hon. E. C. MANNING (Premier of Alberta) : Mr. Prime Minister and gentle
men, together with my friend, the Premier of Saskatchewan who has just spoken, 
it has been my privilege to ,attend these Dominion-Provincial Conferences since 
the initial Conference was called. 

Yesterday and again this morning as I have listened to the representations 
of the various provinces I am forced, as others who have been present at previous 
conferences must be forced, to the conclusion that the course we have followed 
is not leading us to a solution of the basic problems with which we are faced. 

I have seen these conferences convened and <:onducted now under three 
distinguished Canadian Prime l\Iinisters; under the two large national parties 
of Canada, and have heard the Yoices of many Premiers, a number of whom are 
no longer with us, e>..l)ounding the problems that confront us in the field of 
dominion-provincial relations. 

While the voices have been different and the words used have not always 
been the same, in each case almost identical problems have 'been expounded, the 
emphasis being placed on the fact that they are becoming of ever-increasing 
magnitude. 

Where we u ed to talk in terms of hundreds of thousands of dollars our 
need today are expressed in terms of millions of dollars. I have heard few, if 
any, complaints at these conferences that Canada as a nation lacks the resources 
or the manpower or the technical knowhow to meet any and .all of its social and 
economic needs. But the theme in each and every submission at this Conference 
and, according to my recollection at all previous similar conferences, has always 
been the same. Each province points out that they need more money. Each one 
make .a case, a strong ca e, to the federal authorities that it is absolutely essen
tial for them to obtain more revenues if they are to discharge properly their 
con titutional re ponsibilities. 

Behind those submissions by the provincial Governments are the many 
representations that repeatedly are made to them by their local municipal 
levels of Government that they too require more revenue if they are going to 
meet the demands of a growing Canada. In each case, as was pointed out to 
us yesterday, sir, by yourself in opening this Conference, the federal authori
ties always make clear to the provinces that they in turn face the same problem. 
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The demands on their treasury and the fiscal obligations with which they are 
faced are such that they do not see how they can meet the requests and demands 
of the various provinces. 

Gentlemen, I suggest that this long series of discus ions surely point out 
that if we are realistic about this whole matter we have to face the fact that 
what we are trying to do is divide among the various levels of Government 
in Canada, a revenue supply which in its aggregate is inadequate to meet our 
combined fiscal needs. The testimony given at this Conference and at previous 
conferences makes that fact too obvious to require elaboration. Per onally I 
believe there is a practical solution to that fiscal problem. This is neither 
the time nor the place to elaborate on national fiscal policy that bears directly 
on this problem, but I do want to emphasize that until this fact is acknowl
edged and faced we will continue at this and at future conferences to hear 
the same representations, and the magnitude of our fiscal problems as Govern
ments will continue to increase as it has increased over the last twenty years. 

Out of this series of conferences three other requirements have emerged 
from the long series of representations that have been made. Repeatedly it has 
been emphasized that there is need for a clarification of the responsibilities 
as between the federal and the provincial Governments. I u e the word: 
"clarification" advisedly for it seems to me it more accurately describes what 
is needed than the word re-allocation. 

I think the Fathers of Confederation were pretty wise in the allocation of 
responsibilities that was made at the time this nation was born, but over the 
years there have developed encroachments between the various levels of Gov
ernment into the responsibilities of the others to a degree that certainly has 
confused the boundary lines between those respective responsibilities. It has 
been rightly emphasized by many of the Premiers and the federal officials •at 
this and other conferences that a clarification of those responsibilities has be
come an important necessity. 

The second thing that has been urged is the need for an adjustment 
and re-allocation of sources of revenue between the various levels of Gov
ernment. The third related feature that has been stressed is that there must 
be in this country some provision to ensure on a national level certain basic 
minimum standards of social services to the Canadian people. 

Responsibility without the financial means to discharge it is meaning
less, as has been stated by many of the other Premiers in their submissions. 
Clarification of our Tesponsibilities as Governments surely is a first step 
before we can intelligently decide on what re-allocation of revenues are 
necessary and desirable. 

Likewise before we can determine what needs to be done by way of 
fiscal-need assistance to ensure basic minimum standards, we surely must 
know what the responsibilities of the respective levels of Government are 
and what adjustment and re-allocation of sources of revenue are to be made 
to make possible the discharge of those responsibilities. 

Reference has been made to the fact that our tax rental agreements 
at present are interim agreements. May I suggest that one of the reasons 
\Yhy they are interim agreement ' is because they repre;:ent what so far 
has been the best that could be arrived at, namely a compromise approach 
to the conflicting opinions and viewpoints represented at a conference such 
as this. 
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It seems to me that we have reached the place where the question we 
must face federally and provincially is whether or not we are yet ready and 
able to face and come to grips with the real basic issues involved. Quite 
frankly, Mr. Prime Minister, I doubt whether we have yet arrived at that 
place. The possibility of general agreement on the fundamental points that 
I have ~ mentioned, I believe, is yet remote. I hope that future conferences 
prove that I am wrong, and if they do no one will be happier than I; but 
I do believe that what I have said is a realistic appraisal of the situation 
that currently exists. In the end at this conference, as at other conferences, 
our discussions will centre on what we can agree on as a further interim 
arrangement. I would like to make a few comments on the features which 
such an arrangement, in our opinion, hould or hould not embrace. 

I have already made reference to the matter of equalization and fiscal 
need provisions. These are necessary, but I would like to emphasize that 
in our view while they are necessary their objective should not be the crea
tion of national uniformity. In our opinion, the responsibility of the fed
eral Government in this regard does not extend beyond responsibility to 
insure ce:rtain basic minimum national standards of services in such im
portant fields as health and welfare and education, and others that have 
been named; but beyond those proper minimum standards there surely should 
be retained the flexibility that is dictated by the geographic and economic 
diversifications of this vast nation. In our view, if the federal Government goes 
further than the acceptance of responsibility for basic proper minimum stand
ard , then it is creating situations in the various provinces of Canada that 
can only lead to complications and financial problems that are unnecessary and 
could be, and in our view should be, avoided. 

I should like to make reference to the matter of shared-cost programmes. 
You pointed out, sir, in your opening statement that these now involve an ex
penditure of $389 million a year by the federal treasury. The reasons for 
and the benefits of shared-cost program.mes are self-obvious; but I do suggest 
that they have four inherent weaknesses, which in our view are serious 
weaknesses. In the first place, these shared-cost programmes, especially 
in the field of social services, of necessity transfer policy decisions from 
the legi lature of the respective provinces to the Parliament and Govern
ment of Canada. If the Government of Canada decides that a certain form of 
health programme or medical programme, or some other social service pro
gramme, is de irable and is the type of programme to which they are prepared 
to contribute, the provinces are then put in a position where no longer as 
legislators they decide as a matter of provincial policy that this is the type of 
social service their people require or desire, but rather their status is reduced 
to the mere right to decide whether or not they will participate in a programme 
that already ha been decided at the federal level and which is now offered to 
them on a co t- haring basi . We suggest, Mr. Prime Minister, that this is 
unsound in principle and for that reason it is a weakness of many of these social 
service co t- haring programmes. 

In the econd place, as was pointed out very forcibly yesterday by the 
Premier of l\Ianito'ba, many cost-sharing programmes do create serious financial 
problems for the provinces, because they are placed in a position where in order 
to participate they must raise additional revenue to meet their share of the 
co t, even though it might be a programme which in their opinion would be 
secondary to ome other local requirements in some other field altogether. They 
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are put in a very awkward po ition if they refu e to participate in ome na
tionally offered programme in which the federal Government i willing to 
participate :financially. 

In the third place, in our opinion, shared cost programmes force a mea ure 
of uniformity that is beyond the dictates of de irability. It seems to me un ound 
to say to the Canadian provinces collectively that if you want a si tance in the 
health field , this is the form it must take, when in one province they may have 
conditions that in their view may make a certain field of public health more 
important to them than some other field. If they could take the same amount of 
federal fiscal assistance and divert it to those particular phases of public health 
and welfare which in the light of local circumstances is most beneficial to their 
people, it seems to us that is much more advantageous than putting them all 
into one mould and saying, "If you want health assistance, you must have this, 
and only on this basis." 

Finally, there is a further aspect that I think has been often overlooked in 
shared-cost programmes, and that is, the further you remove the admini tration 
of any social service programme from the local people the more you increase 
its total cost. I stress that, gentlemen, because there is a very unfortunate 
philosophy abroad today in the minds of many people that if you can push 
a service away from the local level of Government somehow it no longer in
volves a cost to the local people. The Canadian taxpayers ultimately must pay 
the bill and it is a proven fact that the further you remove the administration 
of social services from the local level to senior governments the higher the over
all cost of those services inevitably becomes. For that reason this trend towards 
shared-cost programmes should be seriously considered and the trend should be 
progressively reversed and the funds involved diverted more and more into the 
field of unconditional fiscal aid rather than shared-cost programmes. 

The next point I would like to touch upon is the claim and Tight of 
the provinces to a proper share of re,·enue from certain tax fields occupied by the 
federal Government. This of course is recognized in the present tax-rental agree
ments in the field of personal income tax, corporation income tax and succession 
duties. The per,centages allocated to the provinces are arbitrary percentages. 
In the vie"· of the provinces they are percentages which -are too low. I do 
suggest that it is extremely difficult to get any hard and fast scientific 
formula by which to arrive exactly at what tho e percentages should be. 
If I may go back a little bit, at the time when the first tax transfer agreement 
was signed many years ago it was pretty well recognized by everyone at 
that conference that what happened was that the federal authorities finally 
decided they could spend so many dollars to satisfy the demands of the prov
inces, and then they worked out a formula that gave that remit. If you follow 
that procedure you can arrive at any percentage; but there is nothing scientific 
about that procedure when it comes to working out a formula. It has been 
pointed out by the Prime Minister, and I think rightly o, that under the pre~
ent arrangement the federal Government is faced with the unhappy respon
sibility of being the tax imposer and the tax collector who then pays over 
a portion of revenue collected to the provinces. 

Tow, to be fair to the federal Government it has been our claim in 
Alberta for a long time that the provinces hould be prepared to share 
with the federal Government the responsibility for those taxes, the revenue 
from which is going to be divided between the two levels of Government. We 
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have stre. sed before and I would like to stress it again this morning, that 
in our view, particularly the personal income tax should not be a federal 
income tax or a provincial income tax. It should be a joint federal-provincial 
income tax, levied with the concurrence of the two levels of Government 
with an agreed percentage of revenue going to the federnl treasury and to 
the provinces, and with each level of Government free to request and receive 
an increase in the amount levied for their benefit and with tho e Govern
ments taking the responsibility for the amount levied. 

It seems to us that if 'We are going to hare the revenue, it is only 
fair to share the re pon ibility which goes with the imposition and collection 
of the tax. Certainly, it is aclvantageou to the Canadian taxpayer to have 
only one tax levy, one collecting agency, and to avoid all the unnecessary 
duplication that arise from a dual sy tem of taxation in those fields. 

I would like to make a comment or two, Mr. Prime Minister, on the 
question of indirect taxation which has been raised at this and other confer
rnces. Again, those "·ho were pre"ent at earlier Dominion-Provincial Confer
ence will recall that there was one occasion-I think it was a rather historic 
one, because it was about the only time I can remember ever reaching com
plete agreement at a conference of this kind. There was one occasion when it 
was agreed between both the federal and provincial authorities of the day 
that there should be a constitutional amendment to permit the provinces to 
levy-I think in those days we called it a turnover tax-an indirect tax 
levied at the rntail level. 

We reached that agreement, as I recall, late one afternoon, and everybody 
went home deciding how they "'ere going to spend the increased revenue. 

ext morning the federal authorities advised us that on further consideration 
they did not think it was a sound principle and were not prepared to pro
ceed with it. 

Mr. Prime Minister, in our -view while there obviously are some advantages 
to indirect taxation, primarily the adrnntage is political. It is the nicest way 
of a Government collecting money from people without the people knowing 
what they are paying. While that may be a political advantage, quite frankly 
I do not think it is a good principle, and I do not think it is in the best interests 
of a strong Canadian democracy. In so many cases it can become misleading to 
the taxpayer, when he does not know what he is paying to provide the social 
services that he is receiving. 

For instance, if it costs $200 to remove a man's appendix, are you doing 
him a service by adding the $200 to the price of his automobile and telling him 
that you are taking out his appendix for nothing? I think you give him a com
pletely wrong impression of the costs of the social services for which you 
encourage him to clamour. 

It creates the false concept that when a Government assumes an individual's 
responsibility in the field of social service it thereby eliminates the cost of those 
services to the individual. That fallacy encourages a trend which certainly gives 
great concern to many of us today. More and more, we see people divorcing 
them elves in their thinking from their Government and adopting the erroneous 
premi~e that if a Government will assume the cost of some service which in the 
past hu- been the individual's personal responsibility, it thereby costs them 
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nothing, and so they might as well go out and demand more and more, because as 
long as the Government will pick up the bill, it is not going to cost the individual 
anything. 

I believe in the virtue of individualism, and I believe in it strongly. The 
complex society of today has led to increasing collectivism. In that collectivism 
it is often forgotten that the more individual responsibility the citizen transfers 
to the state the bigger the contribution he must expect to make to meet the col
lective costs of those services. That this is not recognized today is borne out by 
the repeated demands for more services, and at the same time objections to 
paying more into the public treasury to enable the state to pay for such services 
which formerly the individual paid for himself. 

Unless the individual citizen knows what the costs of social services are, 
we submit he is not in a position to intelligently say whether he wants those 
services, whether he prefers other services, or whether he wants more services; 
only when he knows the price tag attached to each alternative, is he in a position 
to intelligently, through his elected representatives, say what he wants and 
what he is prepared to pay for. 

In closing, I would like to make reference to the question of the fiscal 
needs of municipalities. It was pointed out yesterday that the municipal govern
ments are the creation of the provincial Legislatures. We appreciate your readi
ness to have present at this Conference representatives of the municipal 
governments. We are pleased to have the presidents of our two provincial 
municipal organizations with us in the capacity of advisers. But I do think we 
must stay with the fact that as far as dealing with municipalities is concerned 
the channel must be from the federal Government, through the provinces, to 
the municipalities, as their creations. I believe that principle is generally 
accepted. We must recognize that the costs of social services, and the costs of 
capital services, that have gone hand in hand with the development of recent 
years have fallen very heavily on the municipal level of Government, and 
therefore on the municipal taxpayer. 

As far as the cost of social services is concerned, as I said a moment ago, 
in our view it is the best practice and the best principle for the ratepayer to 
know what his social services cost by meeting them at the local tax level. What 
is concerning our municipalities particularly today is not the social service cost, 
but the tremendous capital expenditures they must make. That has brought 
them face to face with the current and long-range effect of having to borrow 
large sums of money for these essential capital expenditures. 

It is disturbing to realize that if a municipality builds a new school or some 
other essential public work the actual cost of which, for illustration purposes, 
is $1 million, by the time the ratepayers pay for that project, if they borrowed 
the money at 6 per cent over 25 years, would be not $1 million, but $2½ million 
for a $1 million capital asset. If they are fortunate enough to get the money 
at 5 per cent over 20 years, they still pay an aggregate of 2 million for an asset 
worth $1 million. 

Very few of our municipal governments can build up sufficient capital funds 
to enable them to pay for these things at the time they are built. In our 
province, through the development of our natural resources, we have been 
fortunate in that as far as the provincial level is concerned, we have been able to 
meet all of our provincial capital expenditures out of current income, and as 
a result have been able to save millions of dollars in interest charges to our 
people. But our municipalities are not in that position-they are forced to 
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borrow mom:y to provide these necessary capital expenditures. I would like to 
advance a concrete proposal which could be implemented by the federal Govern
ment without imposing any new fiscal burden on the federal treasury. In our 
view it would be a desirable thing to have funds made available for municipal 
capital expenditures, and we would include in that schools and hospitals and 
other public capital projects of that kind, to have funds made available for 
those purposes by way of loans from the Bank of Canada through some appro
priate provincial agency set up in any province that wi hed to take advantage 
of such funds for its municipalities. 

uch loans should be made available at nothing more than a minimum 
service charge. The effect would be that our municipalities would for all practical 
purposes gain the same advantage" a if they were able to pay cash for those 
capital expenditures in that there would not be added to the principal sum an 
equal amount or one and a half times the principal amount in interest. If 
that was clone it would reduce the debt service charges to municipalities by 
million of dollars. 

I know it can be said that these interest charges go into circulation in our 
country and they do repre ent buying pmrnr that gives a buoyancy to the local 
economy, and that is true. But the fact remains, Mr. Prime Minister, that in 
the case of the poorer municipalities they cannot borrow locally, they are the 
ones who are forced to the least desirable markets to get their money, and very 
little of the interest ,charges paid by those municipalities ever gets back into 
their area. As a result the ones least able to afford the bill are the ones who 
have to pay the highest rate of interest. 

Now I appreciate it may be said that if the program I have proposed was 
instituted, money loaned by the Bank of Canada and spent by the municipality 
would enter the chartered banks as depo its and become the basis of an infla
tionary trend, and that is a real danger about which the Minister of Finance would 
rightly be concerned. But I would suggest that there are adequate powers in 
the Government of Canada and through the Bank of Canada to regulate to 
whatever extent was necessary the expansion of credit by the chartered banks of 
Canada so that no adverse inflationary tendency need result by reason of the 
increa eel deposits that might accrue through loans made by the Bank of Canada 
for necessary municipal capital expenditures. 

One thing that could be done is this-and there may be others more effective 
-if necessary, we could increase the percentage of cash resomces that chartered 
banks are required to hold against their credit expansion to whatever extent 
was found nece sary to off et the tendency to inflation due to any increase in 
deposits resulting from the expenditures by municipalities of money loaned to 
them by the Bank of Canada. 

We do submit, Mr. Prime Minister, that in view of the plight faced by all 
our municipalities today that serious consideration should be given to our 
proposal. It would save millions of dollars in municipal debt service charges 
and it could be done without any raiding of the federal treasury or calling on 
the Canadian taxpayers to provide the funds. In turn it would enable our munic
ipalitie to proceed with the development a growing Canada requires and which 
they cannot escape. 

I do not propose to take more of the time of the conference but I might 
summarize what I haYe said into one particular appeal. While we will discuss, 
a I have said, the compromi"e arrangement that will grow out of the conflicting 
opinions that have been expressed, my appeal would be that we do recognize, 
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that after having followed this cour e for nearly 20 years-we meet here today 
·with bigger problems financially than when we firt met. urely that indicates 
that this cour e i not going to lead us to any permanent or effective olution to 
our problems. 

:i\Iy plea i that we recognize that, and that we at lea t make a tart in an 
examination of the fi cal requirement of the various level of Government and 
of the Canadian people themselve~ to the end that whatever adju tment is 
required in the national policy of this country can be made and wi11 be made 
in order that we may at last come to grip with our basic problems and their 
fundamental causes. It wa about 80 years ago that the American philosopher 
Will Durant had this to say: 

"In the midst of unprecedented knowledge and power we are uncertain of 
our purposes, our values and our goals." 

My plea is that that may not be true of the Governments of Canada in 
this crucial period of our national development. 

The CHAIBMAN: Now, gentlemen, we will hear from the last premier to 
make representations, Honourable Mr. Smallwood. Premier of Newfoundland. 

Hon. Joseph R. SMALLWOOD (Premier of Newfoundland): Prime minister, 
premiers, honourable ministers, gentlemen, .. my first duty and pleasure of course 
is to thank you, Prime Minister for your invitation to ewfounclland to come to 
this conference. I hope you are not too surprised that we accepted, because nothing 
would have kept us away. It is now about 12 years since Newfoundland united 
with Canada, and the changes that have taken place since then have been so great 
that I have become one of the veterans of this dominion-provincial conference. 
Indeed, there are only three premiers present today who have been coming 
to this conference longer that I have. In the 12 years Canada has grown from 
14 million to more than 18 million, an increase of over 4 million people. The 
premiers who were here before I was are premiers Manning, Douglas and 
Frost, though Premier Frost was here just a matter of weeks, I think, before 
I was. 

What inspiring examples these three men are to all of us I Premier Man
ning has been elected five times; Premier Douglas has been elected five times; 
and Premier Frost four times. That is very encouraging to all of us. It shows 
that it can be done. 

We are most grateful to you, Prime Minister-most grateful; sincerely 
grateful-for your assurance given to us yesterday that equalization will be 
continued. The principle of equalization is embodied in the tax rental agree
ments, and was an essential feature of the Terms of Union of Newfoundland 
with Canada in 1948. Newfoundland could not even survive without the con
tinuation of equalization. 

We need also a continuation of the Tax Rental Agreement system. There 
may be provinces that ,do not need it and do not want it, but we think that 
those provinces that do need it ought to continue to have it, and that Canada 
ought to be willing to continue giving it. 

Stabilization, also, is vital to the smaller provinces, and especially to 
Newfoundland. It is imperative for us that a floor be placed under our provin
cial revenues. It is a matter of life and death. We are very grateful to you, 
Prime Minister-I have said it repeatedly; we are very grateful to you-for 
your Atlantic Provinces Adjustment Grant. This was a great forward step in 
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Canada that will forever be associated with your name. We feel that this prin
ciple should be a permanent feature, where needed, as a supplement to 
equalization. 

Now, I have not been as thrilled in a long time as I was yesterday by the 
historic speech of the Premier of Quebec. This speech was a great event in 
the cause of Canadian unity. This is what I have been waiting to hear for the 
past 12 years. He spoke for Quebec, but he spoke also for Newfoundland, and 
I feel he spoke also for New Brunswick, and Nova Scotia, and Prince Edward 
Island, and Manitoba, and Saskatchewan-for all the provinces, with one pos
sible exception. 

Hon. Mr. FnosT: Do not try to drive a wedge between us. 
Hon. Mr. SMALLwoon: We support every word he uttered. Specifically, we 

will be happy to join with the other provinces in an attempt to work out a 
Bili of Righ ts that would be incorporated in the Constitution of Canada. Specif
ically, we favour his suggestion on cost-sharing grants, with one proviso, that 
the amounts of the compensation provided by Canada be adequate. 

We felt that Premier Robichaud, Premier Stanfield, Premier Roblin, 
Premier Shaw, Premier Douglas and Premier Manning spoke as much for 
Newfoundland as they did for their own provinces, and we are grateful to them, 
but, sir, Newfoundland has a special relationship with the Government of 
Canada. Newfoundland has a very special position, one that arises ·out of the 
fact that we came so recently into this Canadian union. 

Some weeks ago a Newfoundland newspaper quoted a statement by the 
Honourable Mr. Browne, Newfoundland's minister in the Government of Can
ada, in which the Honourable Mr. Browne declared that at this present con
ference I would be given ample opportunity to state Newfoundland's case 
under Term 29. More recently, the Honourable Mr. Fleming, Canada's Minister 
of Finance, in a speech-a very fine speech-delivered by him to the New
foundland Board of Trade at St. John's made somewhat the same statements. 
Then you, Prime Minister, yourself, in a letter to me-which I take was iden
tical with the letters sent to the other Premiers-enclosing a draft agenda for 
this Conference said much the same thing. The Premiers will find, on the draft 
agenda that you sent us, this special reference to Newfoundland. It is quite 
clear that the Government of Canada fully expected that Newfoundland today 
would argue its case on the matters arising out of Term 29, and it is true that 
a statutory provision has been made by the Parliament of Canada for a review 
of what is called-and now I quote: 

" ... any special circumstances relating to the financial position of the 
Province of Newfoundland after the 31st day of March, 1962". 
In an act passed last year by the Canadian Parliament there is a preamble, 

and this preamble cites the fact that this present Conference would be held, 
and that at it Newfoundland would be able to present any such special circum
stances, but, sir, I must emphatically decline to do so, for were I to do so it 
would be admitting that Term 29 will no longer be part of the Constitution of 
Canada after 1962. 

No representative of Newfoundland could ever make that admission. We 
cannot recognize, or admit, any similarity whatsoever in our Constitutional 
rights as they are written into the Constitution of Canada, the British North 
America Act, and the ordinary financial relationships that exist between Can
ada and the ten provinces of Canada. 
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This Conference has nothing to do with Term 29. This Conference can 
make no decision on Term 29 or anything connected with Term 29. It has no 
jurisdiction. May I make it very clear that we mean no discourtesy to the 
Prime Minister or to the Government or the Parliament of Canada or the 
Premiers attending this Conference, and I readily admit that an explanation 
is due this Conference of what I have said. 

I am glad to explain briefly, as briefly as I can, consistent with with the 
justice to Newfoundland. In 1947, as a member of the National Convention of 
Newfoundland, I wrote and introduced into the Convention a resolution that was 
very fiercely debated. Indeed, it was crushed. It was defeated, but I brought 
it back into the Convention a second time, and this time it carried. What 
happened between the two would take too long to tell, though it would be a 
very fascinating story. 

That resolution asked the Government of Canada if they would receive 
a delegation of seven of the members of the National Convention who would 
come to Ottawa for the purpose, as it said, of ascertaining whether a fair 
and equitable basis might exist of a federal union of these two countries, and 
what would the terms be. Canada agreed and we came and spent three months, 
not three days, negotiating with seven Canadian ministers headed by Mr. 
St. Laurent. For three months we discussed the terms of a union of the 
two countries into one new country. ·we were not a Canadian province. We 
were a British country. We were a British dominion. What was suggested 
was a union of these two countries to form one new country-which would 
retain the name Ca.nada. 

The Terms were written and they were submitted through His Excel
lency the Governor of Newfoundland by the Prime Minister of Canada, 
Mr. King, to the National Convention. They were debated very hotly in 
that Convention and they were rejected by the Convention. Nevertheless, 
there was a referendum of the people and in a secret ballot vote the people 
also rejected Confederation with Canada. But, as there had been three dif
ferent forms of Government on the ballot paper and it had been agreed 
previously that there had to be a majority for one, and there being no 
majority, Confederation having been second, the low form was dropped and 
another referendum held and this time, upon the narrowest of margins, the 
people of Newfoundland voted to accept these Terms and to unite Newfound
land with Canada. 

What happened was that another delegation of seven from Newfound
land, and I was one of them again, ,came to Ottawa and for another three 
months, a second three months, we negotiated with the seven ministers of 
the Canadian Cabinet. We went all over the Terms again and revised them 
and improved them. I believe the present Premier of Quebec sat in on those 
negotiations. That having been done, what happened to the Terms? Was 
there just an exchange of letters between the sovereign Government of 
Newfoundland and the sovereign Government of Canada? No. The Terms 
were brought irito the Parliament of Canada and embodied in a schedule 
to a petition to the United Kingdom Parliament, praying the United Kingdom 
Parliament to amend the B.N.A. Act to include these Terms. This was done. 
The Terms were adopted by the Parliament of Canada, the Legislature of 
Newfoundland and the Parliament of the United Kingdom, and the Parlia-

87173-1-7 
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ment of the United Kingdom put them in the form of an amendment to 
the B.N.A. Act and thus these Terms, including Term 29, became part and 
are now part of Canada's basic law, its Constitution, the B.N.A. Act. 

We consider that Term 29 is as important and as sacred as any other term 
in the B.N.A. Act, including the term on religion, on language, on €ducation, 
on all the fundamental rights of the Canadian people. This Term 29 to us, 
and we think it ought to be so with all Canada, is as sacred as any other term. 
It is the belief of Newfoundland that these Terms of Union of the two countries 
cannot be changed except by agreement between Newfoundland and Canaida. 
We believe that for either of the two parties to the agreement to attempt to 
change any of the Terms of the Union in the slightest degree, unilaterally, with
out the free consent of the other would be unconstitutional and even immoral. 

You yourself, Prime Minister, will recall that on March 25th of last year 
you referred in the House of Commons to the provisions of Term 29 as, and 
I quote your words, "contractual obligations". 

Now as to Term 29, about which I am speaking, perhaps it would be 
useful if I were to give a little background of the term. The union of the two 
countries, Canada and Newfoundland, into one country was plainly very desir
able. It was desirable for Canada, which could never realize her destiny while 
that great island and that great territory of almost 200,000 square miles, most 
of it forming part of continental Canada, remained outside of Canada's na
tional boundaries. It was desirable, so long as Newfoundland continued to be 
what she was, a temptation to other countries, while she continued to be in
creasingly influenced and even dominated by the United States-which, it must 
be remembered, had just spent hundreds of millions of dollars in the construction 
of vast army, navy and air bases in both Newfoundland and Labrador. 

The union of the two countries would bring nearly half a million people 
-and I may say in the next few years, it will be a million-into Canada. It 
would give Canada a new market, a market which in the year before Con
federation amounted to $50 million a year, and is today a quarter of a billion 
a year. 

This union, we thought, would give Canadians generally across Canada a 
lift, to see the proverbially independent-minded Newfoundlanders vote in a 
secret ballot by even a narrow margin to unite their country with Canada. 

We thought, and many Canadians thought, that this union would en
hance somewhat the status and standing of Canada in the eyes of the world; 
and, clearly, the union would complete the dream of the early Fathers of Con
federation, and Canada would now be truly a nation from sea to sea. It would 
be one of the very few cases in this present century of free people, by secret 
vote, deciding freely to unite themselves with the people of another country. 
It would be a striking example of the unity of the British peoples in North 
America. 

For Newfoundland, the advantages were just as obvious. No longer would 
Newfoundland have to struggle hopelessly, alone, with pitifully inadequate 
means to support the luxury of independence. The Canadian dollar was our 
dollar. Our banking system was the Canadian banking system. We bad the 
same two principal languages in Canada, English and French, though, admit
tedly only a small segment of our people speak French as their native tongue. 
It would bring to our people Canada's world-famed social security benefits. 
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It would make travel between the two countries much cheaper and easier. It 
would completely remove the customs barrier and immigration barrier be
tween the two countries. 

Our own Newfoundland intolerably high custom duties and excise taxes 
would be completely removed, and this would substantially reduce the cost of 
living for our people. So, with these lower custom duties, because the Canadian 
rate would apply rather than our own; with the lowered duties and lowered 
cost of living, and with Canada's social security benefits, the advantage to 
the people of Newfoundland was as clear as the daylight. 

Indeed, sir, there did not appear to be a single argument age.inst the 
union, although there are some persons in this room who found what appeared 
to them to be very powerful arguments. And even after the terms had been 
signed, and after it was all done, after Parliament had adopted the terms, an 
honourable gentleman in this room went to the Supreme Court of Newfound
land and prayed to that court to stop the union at the last moment. Our feel
ings ran high, Prime Minister, about this matter down in Newfoundland some 
twelve or fourteen years ago. 

At first sight there was no argument against it-it was good for both 
countries. But on second sight, when we took another look at it, we dis
covered that it wasn't quite so simple. Newfoundland's revenue would disappear 
almost completely. How true is that statement? In the first year of Conf edera
tion the Newfoundland Government lost all but $6 million of the $40 million 
of the previous year. That is to say, $34 million of our $40 million disappeared 
overnight when we became a province of Canada. 

That is caused by our island being very insular, very isolated, paddling 
our own canoe, very much alone for nearly 500 years, and I concede we 
had built up a peculiar financial system of our own, which bore harshly 
on our people but at least gave the Government the revenue, not that it 
needed, but the revenue that it got. This would disappear. 

Mr. St. Laurent and his six colleagues ,admitted to us repeatedly and 
frankly that this dream of a union of these two countries was futile, that it 
was a waste of time, if all it did was make the people of Newfoundland 
a bit better off and leave the Government bankrupt. 

They got our figures, they got all our Governmental information in 
Newfoundland, running back a quarter of a century; they passed that to the 
Bank of Canada, to the Treasury, to their economists and experts; they ex
amined the figures, they broke them down not once but 50 times in those 
three months. We did the same thing. We said, we will put on a sales tax-that 
would give us so much . We will increase our gasoline tax-that will give us so 
much. We added up our statutory subsidies that the provinces get; we added 
up what we would get under the tax rental agreement, and everything we could 
think of. But, the total fell short by millions upon millions of dollars of what the 
Newfoundland Government would have to have as the barest minimum. 

So, what was done? We brought in two ideas: One was that for eight 
years the Government of Newfoundland would receive a special transitional grant 
from the Government of Canada. It would start off at $6 million a year for three 
years, and each year thereafter it would decrease by an additional $650,000-this 
year I think it is $150,000 to $200,000, or something of that order. Then there was 
the pious hope, just the pious hope, that this would do the trick, enable 
Newfoundland for those eight years to develop its own taxes, develop its own 
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economy first, so that by the end of the eight years the province would be 
able to pay its way. But we quickly abandoned that fine hope, and brought in 
Tenn 29. 

Now, the Term itself starts off by posing the problem, the very problem 
I have just stated. "Owing to the difficulty," it says, "of predicting with suf
ficient accuracy the financial consequences to Newfoundland of becoming a 
province of Canada"; and here I might as well ay that the word "difficulty" was 
really not the right word, the word that ought to have been used was "im
possibility"-owing to the impossibility of forerasting with sufficient accuracy 
the financial consequences of union-owing to that, the Government of Canada 
within eight years would appoint a royal commission. What would this royal 
commission be for? What would it do? What were its responsibilities? I mil 
say in a moment what they were, but before doing so I must remind this 
conference that this royal commission was clearly, was admittedly provided 
for in the Constitution of Canada-the British Iorth America Act-for the 
purpose of doing what it was the duty of the Canadian Government and the 
Newfow1c!Jand delegation jointly to do, namely, to provide specifically for 
the amount of financial a~sistance that the Government of Newfoundland 
would have to have from the Government of Canada for the purposes named. 
Remember, it was the Government of Canada and the Newfoundland dele
gation that were negotiating this union. They were supposed to fix the payments. 
When they found it was impossible for them to do it completely at that 
particular stage they had to abandon the idea of union or they had to project 
themselves forwaTd some period into the eight years, and if they themselves 
were not able to complete the fixing of the amount, then their alteF egos, the 
royal commission, the alter egos of the CanA.dian Government and the New
foundland delegation-the royal rommission which was set up to be the alter 
egos of these 1:Jwo original negotiating partners, to do what they were not able 
to do, what no man alive was able to do while we were negotiating, that is, 
to fix the amount, to name the amount, and the royal commission was set up 
to name that amount. This royal commission, when they sat, had one sole 
purpose, and that purpose was mandatory upon them. It was to determine 
and recommend to the Canadian Government the amount of additional finan
cial assistance which the negotiators themselves had not determined when the 
terms proper were being drafted. It was the duty of the Canadian Govern
ment and of the Newfoundland delegation to fix the amount of financial assist
ance which the Canadian Government would have to pay each year to the 
Government of the new province. It was their duty and it was their jurisdiction. 
But it was an impossible task. They therefore put this Term 29 in the Terms of 
Union, into the British North America Act as the method by which there 
should be determined as much as eight years after Union what it was their 
duty to determine then. 

Now, were they given any directions in arriving at the amount? They were, 
indeed. They had to take the public services of Newfoundland as they found 
them when they would make their review, and they had to find out what addi
tional amounts these services would cost to continue them; and I ask you to 
notice, Prime Minister, that it does not say to "maintain" them, but to "continue" 
them. The royal commission had to tell you and your colleagues how much 
money you would have to pay to Newfoundland to enable Newfoundland to 
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continue the public services of Newfoundland at the levels and sto.ndo.rds they 
had reached when they made the survey. But they said the amount that would 
be fixed had to be fixed after Newfoundland had herself imposed on her people 
a burden of taxation at least equal to the burdensomeness of the taxation in 
Nova Scotia, Prince Edward Island and New Brunswick. So we couldn't get 
away with anything. We couldn't in those eight years just raise our levels and 
standards. We had to tax our people equal at least with those of the Maritime 
Provinces after relating capacity to pay. 

This was the solution we found sitting in this room fifteen years ago, and 
in other rooms in this building-Term 29. This was the sine qua non of federa
tion-Term 29. Without this, I for one could not have signed the terms; the 
late Sir Albert Walsh would not have signed; Senator Bradley would not have 
signed; Mr. Winter would not have signed-none of them would have signed 
the terms and there would have been no union, and we would not be here today. 
We could not have, we would not have dared sign the terms of Confederation 
without Term 29. It was our sheet anchor, it was the one guarantee we had 
against bankruptcy and the insolvency of the Newfoundland Government. 

And so Newfoundland signed the Terms of Union, and Newfoundland united 
her destiny with Canada-we all became Canadians. We did so in the firm faith 
that we would receive unending justice from our new country. Once Newfound
land had signed and Canada and Britain had adopted these terms in the most 
solemn and binding fashion it was possible for them by making them part of 
the British North America Act, and then Canada had no choice whatsoever but 
to appoint this royal commission. This was not a royal commission that the 
Government might appoint or not as they chose; this was one that they had no 
choice about appointing. And as this royal commission would be appointed for 
the purpose of completing the Terms of the union of the two countries, then it 
clearly followed that the honour and good faith of Canada rested first of all 
in the hands of that royal commission. It was thus imperative that Canada 
should select for that royal commission Canadians of the greatest possible 
discernment, discretion and integrity. This they did, for we find as chairman of 
the royal commission the distinguished Canadian public man Chief Justice 
John B. McNair, of New Brunswick; and as commissioners, the late Sir Albert 
Walsh, Chief Justice of the Supreme Court of Newfoundland, and Professor 
John J. Deutsch, formerly of the Treasury of Canada and one of Canada's best 
known economists. Canada's honour was safe in their hands. Newfoundland felt 
that the financial determination of the Terms of Union would be made with 
skill and irreproachable integrity. 

The royal commission sat in Newfoundland and in Ottawa and at length 
determined the amount that the Government of Canada would have to pay in 
conformity with the Term 29. To carry out the injunction imposed upon them 
and upon the Parliament of Canada by these terms of the British North 
America Act would cost the Government of Canada, the royal commission found, 
$8 million a year. That was the price of binding, of implementing Canada's 
honour. This is what we signed. A royal commission composed of great and 
eminent Canadians of unquestionable integrity found that the amount was 8 
million a year. If the Canadian Government and the Newfoundland delegation 
had been able to fix on that amount when they were negotiating the original 
terms they would have inserted it in the terms-there would have been no 
term 29. It was only because they could not fix on the amount-no man could 
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e.t that stage-that the royal commission was provided for to fix on it, but it 
was as binding as the original terms. It was part of the original terms. It was 
the concluding, the completing of the original terms. Newfoundland holds that 
no one has any discretion in the matter once the royal commission makes its 
report. It is mandatory upon Canada's honour to pay the amount that Canada's 
royal commi ion, Canada's mandatory royal commission, the royal commission 
that the British North America Act has created, has determined. 

What is the alternative to that view? The alternative is that the Canadian 
Government were bluffing the Newfoundland delegation and people, they were 
bluffing and deceiving us, enticing us into union under false pretenses. o one 
believes that. 

The Parliament of Canada, upon receiving the report of the royal commis
sion, has the power to throw it into the waste paper basket. The Parliament 
of Canada is supreme, sovereign. It cannot be taken into court. It cannot be 
sued. But it does not follow that because it has that power, because it exercises 
that power that it docs so justly. I cannot appeal against the rule of Parlia
ment in any of the courts of the land, because these courts have no juris
diction. No court can compel Parliament to do right. The only forces that can 
bind Parliament are it own conscience and public opinion. 

But how did Parliament treat the report of the royal commission? On 
the 25th March last the Prime Minister stood in his place in the House of 
Commons and read these words: 

"Notwithstanding the difficulties presented by its report, it remains a. 
fact that the royal commission was appointed to fulfil the Terms of Union 
with Canada, and these Terms are part of the British North America Act. 
My colleagues and I are accordingly of the opinion that Parliament should 
be invited to take action on the commission's recommendations. It is pro
posed, therefore, to ask Parliament to authorize payment as recommended 
by the royal commission, but in our view the duration of the payments 
should be limited to five years, as both Newfoundland and Canada have 
recognized the difficulties involved in making projections from one selected 
year into the future, and it has further appeared to be quite inappropriate 
to endeavour to provide for a fixed amount payable annually over a period 
of unlimited duration. A resolution will shortly 'be put on the Order Paper 
asking lea-vc to introduce a bill to carry into effect these provisions per
taining to the terms of union. The proposed payments will be unconditional 
and will be in final and irrevocable settlement of the provisions of article 
29 and the contractual obligations of the union consummated in 1949." 

I wish to say now publicly that the Prime Minister made this statement 
without consulting me, without consulting the Government of Newfoundland, 
without con ulting the Legislature of ewfoundland, without consulting the 
Parliament of the United Kingdom, in what appears to Newfoundland to be the 
mo t flagrant repudiation of a solemn constitutional agreement known to Cana
dian hi tory. The repudiation does not lie in accepting the recommendation of 
the royal commission. It does not lie in asking Parliament to pay the amount 
recommended. It lies in the arbitrary and unauthorized decision by the Prime 
Minister and hi colleagues to place a time limit, any time limit, upon the pay
ments. The Royal Commission recommendetl eight million dollars a year for 
each of the years up to March 31, 1961, but this amount was to be reduced 
in each of those years by the small amounts remaining of the transitional grant. 
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The royal comm1ss10n al o recommended that million a year be paid each 
year thereafter. The Prime Minister and hi colleagues decided otherwise. They 
decided, without consulting Jewfoundland, to place their own interpretation 
upon tl1e word "thereafter". The first we heard of it was when we read the 
Prime Minister's statement and the legislation in the Hou e of Common . They 
decided that "thereafter" meant only one year. That is why all ewfoundland 
was shocked and stunned by the announcement of the Prime Minister on the 
25th of March la t year. We could at first scarcely believe our ears. We had 
been greatly disappointed in the amount recommended by the royal commi sion. 
We had asked the royal commission for almost twice as much, and we had 
produced what we thought, and still think, was convincing evidence that it 
ought to be the amount we a ked. However, the royal commi ion in its wisdom 
recommended $8 million instead. I came to Ottawa some months later, while as 
yet no word had 'been uttered by the Government of Canada on the matter, 
and suggested to the Prime Minister that the $8 million wa quite inadequate 
and that he might ask Parliament voluntarily to increase the amount beyond 
that recommended by the royal commission. I suggested to him at the same 
time that although the British North America Act itself did not suggest it or 
require it the two signatories to the agreement, Newfoundland and Canada, 
might agree and Parliament might ratify the agreement that periodic reviews 
take place in future under the terms of reference of Term 29 itself. The Prime 
Minister did not agree to this, though there has been some suggestion that it 
was at Newfoundland's request that a review of the award might be held at 
this present dominion-provincial conference. I think by now that I have made 
it abundantly clear that I never suggested or agreed to any such proposal, for 
nothing could be clearer than that this matter is entirely outside the scope or 
authority of this conference or any conference other than one exclusively be
tween the Government of Canada and the Government of Newfoundland. 

In the last two days of the Parliamentary session last year the Government 
of Canada did do what the Prime Minister forecast in his statement of March 
25. The Government did ask Parliament to vote Newfoundland the amount rec
ommended by the royal commission; but only up to March 31, 1962. The bill, 
which consisted of a bare few lines, provided for an annual payment for each 
of the iive years ending on that date. And so the Prime Mini ter's statement 
of March 25 was fully implemented by Parliament, becau e the 1bill did pass 
and become law. And thus Term 29 was repudiated. omething new happened 
to a Canadian province and to the Canadian constitution. For the first time 
since 1867 the Government and Parliament of Canada have presumed to amend 
the British North America Act to extinguish the rights of a province without 
its consent. In the bill itself there was a preamble, and I have already said 
that the preamble suggested the substitution for the constitutional rights of 
Newfoundland under the British North America Act of an opportunity to become 
a suppliant at a dominion-provincial conference. 

That is a thing that has never happened in Canada's hi tory, and is not 
likely to happen in the case of any other province of Canada. The preamble men
tions Newfoundfand by name, and these are the words: 

"Whereas since the report of the Royal Commission was made, the 
Government of Canada has proposed a comprehensive study of Dominion
Provincial relations in co-operation with the provinces, and all of the prov
inces have agreed to participate therein; and ... " 
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And then the Government says: "Forget Term 29; forget your constitutional 
rights; strip yourself of all that and come and beg for your rights at the 
Dominion-Provincial Conference. Give up your rights, and come and beg for 
favours." 

That is cutting Newfoundland down to size with a vengeance. Where we 
thought we had constitutional rights we are temporarily manoeuvred into a 
position where these rights are taken from us. 

I might as well make it quite clear here today that notwithstanding any sug
gestion made, or to be made, by anyone, whether in the Parliament of Canada 
or not, whether in any ordinary statute of the Parliament of Canada or not, 
Newfoundland is not prepared to argue her case before any authority other than 
the Government of Canada. If we had the right to go into the law courts 
we would have been there long ago, but the only appeal there is against a 
decision of the Parliament of Canada is to the people of Canada, and it is to the 
people of Canada that Newfoundland looks for justice. 

From this it follows that we are not prepared in this present Conference, 
or any of its successors, to argue about the matter of what follows when the 
act of last year expires, as it will do in 1962. We hold that the payments .recom
mended by the Royal Commission must continue not only until 1962, as last 
year's act provided, but thereafter without limit of time or any other limit 
that is made without the free consent of Newfoundland. 

This means that so far as this -present conference is concerned, New
foundland's position is pretty well that of the other provinces. We are prepared 
to consider with the other provinces and with the Government of Canada other 
matters of common interest, and I want to make it thoroughly clear that no 
matter what other benefits Newfoundland may receive at the hands of Ottawa, 
at the hands of great Canada, in common with the other provinces or any 
number of other provinces of Canada, we feel that we are receiving only our 
common rights. Because we are a province of Canada we expect, at least, equal 
treatment with all the other provinces. We do not regard anything so received 
as being in substitution of our rights under Term 29. 

For example, we were most happy to receive our share of the Atlantic 
Provinces Adjustment Grant inaugurated by the Government two years ago 
for a period of four years ending, again, in 1962. I hope that no one will ever 
suggest that as a substitution for what is due us under Term 29. What is due us 
under Term 29 is for the ,purpose so clearly defined in that term, Term 29. It is 
something to enable the Newfoundland Government to continue the public serv
ices at the levels and standards they had reached eight years after Confederation. 
It would freeze for all time the amount recommended by the Royal Commission 
as being the amount which we had not been able to fix, when we were negotiating, 
as being the amount that the Newfoundland Government had to have to enable 
it to continue those standards without imposing on the people taxation more 
burdensome than the taxation in the three nearby Maritime provinces. 

The Atlantic provinces adjustment grant, however, is to enable Newfound
land and the other three provinces to improve upon their existing services. We 
naturally expect that it will be renewed, and the amount increased. 

You will recall, Prime Minister, that at the Conference held in November, 
1957, you, yourself, gave the unqualified assurance that the Government of Can
ada did not intend to treat any payments made to the Atlantic provinces as in 
any way a substitution for the award of the Royal Commission. 

I hope, however, that having said all this, Prime Minister and fellow premiers, 
and fellow Canadians, no one in Canada will suppose that because Newfoundland 
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bas this one grievance she is disgruntled or dissatisfied with her decision to unite 
herself with the great Canadian nation. I have more than once described the 
Union as the greatest blessing God had conferred upon the people of Newfound
land, next to life itself. That is the judgment of the Newfoundland people. The 
Union of Newfoundland and Canada has, for Newfoundland, been a happy one. 
There are no regrets, and there are no recriminations. We arc intensely proud 
to be Canadians. We are deeply anxious to contribute to the greatness and to 
the glory of Canada. As we travel anywhere in the world we hold our heads 
high because we are Canadians, and we rejoice in the respect and admiration we 
see everywhere for this great country. 

In all of the bitter disappointment of our people in the repudiation of our 
rights in Term 29 there has been no suggestion of breaking up the Union. We 
have our family differences, as all the provinces have, and we are very likely 
to continue having them as long as Canada lasts, but we are just as deeply 
anxious to be at peace and friendship with the Government of our nation. While 
we must, of course, enjoy the fundamental Canadian right to differ on all 
ordinary issues, we are most anxious that these differences shall not be on any
thing fundamental that touches the very nature of our Union with Canada. 
God knows there are enough other things to differ about. 

So, we-all Newfoundlanders living-would welcome most heartily and 
most cordially and most gratefully any move that might be made by the 
Government of our nation to rectify t'be injustice that has been done us. 

I do not desire to trouble my fellow premiers, and the Prime Minister and 
his colleagues, too much with the other problems of Newfoundland. I am 
thoroughly well aware that every province bas its own problems. I think, how
ever, that I should remind my fellow Canadians here today that Newfound
land still, after twelve years of Union with Canada, has an unstable economy 
and 'a very low standard of living. We have the lowest per capita income of 
any Canadian province-lower even than little P.E.I.; lower, even, than that. 
That is not funny. That is not funny either to P.E.I. or to Newfoundland. 

HoN. MR. SHAW: That is right. 
HoN. MR. SMALLWOOD: We agree on that. 
HoN. MR. SHAW: Sure. 
HoN. MR. SMALLWOOD: We have the lowest standal'd of living of any part 

of the Canadian people. We have, by far, the lowest standard of public services 
in Canada. The earning power of our people is the lowest-by far-the lowest. 
While the capacity to pay of our people is the lowest in Canada yet the rate 
of taxation is the highest in Canada. We have the lowest earning power; we 
have the lowest wealth production; we have the lowest standard of personal 
living; yet we have the highest taxes in Canada, and this is 12 years after 
Confederation. And, Prime Minister, it would be worse if you had not given 
us the Atlantic Provinces Adjustment Grant. I heap coals of fire on your 
bead-

THE CHAIRMAN: May I suggest to the premier that this would be an ideal 
point on which for him to break off until after lunch. 

HoN. MR. SMALLWOOD: Prime Minister, if I can have half a minute I will 
be finished-I regret to say. 

It will illustrate my statement that we have the highest burden of taxa
tion of any Canadian province when I remind you that we have, just the 
other day, raised our sales tax from 3 per cent to 5 per cent, our gasoline tax 
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from 17 cents a gallon to 19 cents a gallon, and that the revenue from property 
taxes bas jumped 50 per cent in the last five years. With the lowest earning 
power and the highest rate of taxation it is tragically true that our people are 
carrying the highest burden of all the provinces. 

We are striving by every means to raise the earning power of our people 
and thereby the tax potential of Newfoundland, but it will take many years 
to bring Newfoundland up-I repeat; it will take many years to bring New
foundland up to the average of the three Maritime provinces. It will take 15 
or 20 years more, and if they go on increasing in the meanwhile it will take 
longer, and I do hope they will go on increasing in the meanwhile. 

We are grateful to the Government of Canada-as I was saying when 
the Prime Minister interrupted me, we are grateful to the Government of Can
ada for the Atlantic Provinces Adjustment Grant. We hope, in this Con
ference, to find the Government of our country not only willing to continue, 
but even to increase, that amount. 

THE CHAIRMAN: Gentlemen, we will resume at 3 o'clock. At that time, 
following the usual course, the Minister of Finance will make some observations 
in respect of the statements which have been made. Following that we shall 
commence to do some work when we go into in camera session. 

HoN. MR. DouGLAS: Mr. Prime Minister, on the question of procedure, 
if the Minister of Finance is to make a statement will an opportunity be given 
for those of us around this table to comment on that statement? 

THE CHAIRMAN: I think the practice has been for the minister to make 
a general summary of the representations that have been made; heretofore, it 
has not been customary to go into such detail that requires any challenge on 
the part of the Premiers. 

HoN. MR. DouGLAs: I would point out that in 1957 we had the rather un
fortunate experience of having a summary which, in the minds of some of us, 
was somewhat misleading in respect of the information given to the general 
public. At least, the impression created was misleading. 

I have no objection to the Minister of Finance making -a statementr--I 
think it perfectly proper to do so--but if it is necessary to make any correction 
of that statement, or make any reference to it, it should be ma,de publicly, 
and that opportunity should be given prior to OUT going into in ,camera 
session. I think that should be our understanding, Mr. Prime Minister. 

The CHAmMAN: We will come to that at 3 o'clock. 
Hon. Mr. BENNETI': Mr. Prime Minister, on behalf of British Columbia 

we officially request that all meeetings of this Conference be open ·and that 
none of the meetings be held in camera. 

-At 1.00 p.m the Conference adjourned until 3.00 p.m. 



REPORT OF PROCEEDINGS 

Tue day, JuLY, 26, 1960 

AFTERNOON E 10.i: 

107 

The Conference resumed at 3 p.m., Rt. Hon. J. G. Diefenbaker, Prime 
Minister, in the Chair. 

The CHAIRMAN: Gentlemen, will you please come to order. Before re
ferring to the matter to which the Premier of Sa katchewan alluded at the 
moment of adjournment, might I be permitted to say one word with respect 
to the constitutional question that has been raised and cliscu ~cd by several 
of the Premiers. 

Dming the years I have advocated that when an agreement could be 
arrived at between the dominion and the provincial Governments, at the very 
earliest opportunity Canada should proceed to take those measures nece sary 
to assure the amendment of our Constitution in Canada. In the 1950 Con
ference, which was attended by several of those present on this occasion, or 
at least by their representat.ives, there was a considerable degree of agree
ment, and also a lesser degree of disagreement. It has been said that in the 
intervening years more and more Canadians are coming to realize that having 
the provisions inherent in the British North America Act which deny the • 
amendment of the Canadian Constitution in Canada, that changes in that 
regard should inevitably and must take place if Canada is to assume her 
place as an independent nation within the commonwealth. 

Indeed, we are the only nation within the commonwealth in a position 
of having to petition by way of address to the Parliament of the United 
Kingdom to amend our Constitution in so far as it affects matters within 
the federal and provincial jurisdiction. 

I dealt with this in January of this year m the House of Commons, 
where I stated at page 65 : 

"Here at this session of parliament, in order to secure an amendment 
to our •constitution on a matter that is of national importance affecting 
the jurisdiction of both the federal and provincial parliaments and legis
latures of our country, it is still necessary for us to seek an amendment 
frooi the parliament in the United Kingdom. My hope is that the time will 
not be too long delayed when as a result of an agreement between the 
federal and provincial authorities we will arrive ,at a point where this 
particular phase will be eliminated, to the end that we will be able within 
our own country to arrive at a basis for the amendment of our consti
tution agreeable to all and within the constitutional limitations of sections 
91 and 92." 

I now say on behalf of the federal Government that if the various repre
sentatives. of the provinces are willing, we will convene a conference in Ottawa 
in September or October, possibly first with the representatives of the At
torneys General of the provinces, to the end that this step be taken •at th_e 
earliest possible date consistent with the agreement that must be obtained as 
between the federal and provincial Governments. 

Mention was also made regarding the question of the Bill of Rights. In 
so far as that is concerned, after we have been able to obtain agreement on 
the constitutional amendment in Canada, and a means thereby, then, I think 
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would be an appropriate time to move for a constitutional amendment pro
viding again there was agreement to our Constitution; in other words, we 
should not make a petition to the United Kingdom Parliament to determine 
for us the ambit of our field of freedom. I think if we can get together this 
fall, and if there is that measure of agreement that I hope there is in so far as 
a basis for amending the Constitution itself is concerned, the next step will 
be to preserve and maintain and to ensure our freedom within a constitu
tional amendment passed in Canada rather than having a declaration of 
freedom passed in the Parliament of the United Kingdom. 

Before calling on Mr. Fleming, and I am going to have regard to what was 
said by the Premier of Saskatchewan, I want to say simply that each and every 
one of the Premiers who have made their representations deserve the thanks of 
all of us for the manner in which they presented them. All reasonable representa
tions will be considered, and I think we can come to an agreement that a 
subsequent meeting or meetings will have to be called in connection with these 
fiscal matters. 

I am not going to say anything about the representations made on the part 
of any of the Premiers. Experience in the past in these conferences has shown 
that there is no law that denies requests for fabulous sums of money being 
made wholly outside the realm of the expectation of attainment. That has 
occurred on previous occasions and no doubt will occur in days to come. 

Mention was made by the Premier of Saskatchewan that in the event 
Mr. Fleming were to now deal in a general way with the representations made 
by the various Premiers before we proceed in camera to discussions in detail, 
that one or other might feel constrained if a statement was made that was 
regarded by that Premier or Premiers to not be in keeping with his or their 
understanding, that there might be an opportunity then for a reply more or 
less in the form, I take it, of a question of privilege. 

If it is agreeable that this procedure be followed I can see no objection to 
it. It would seem fair and proper. We have sat here and listened to the various 
representations without fear of interruption. That is my responsibility because, 
after all, I am Chairman and I must simply listen regardless of whether or not 
I agree. I hope that you will be willing to have Mr. Fleming make his statement, 
subject of course to the opportunity for any Premier in respect of any matter 
that is believed by him to be not in accordance with the statement that he 
made to have the right to point out the difference between what he meant, in
tended or said and that described by the Minister of Finance. 

Hon. Mr. LESAGE: Mr. Prime Minister, may I record my appreciation for 
your remarks and say how happy we are that you have decided that the 
committee of representatives of the Attorneys General should meet to study 
again the possibility of the repatriation of our Constitution. You have suggested 
that such meeting be held at the end of September or the beginning of October. 
I might say that as far as we are concerned the end of September or the 
beginning of October would be perfectly suitable. 

Now I wish to thank you also for having spoken favourably about the 
possibility of a joint Declaration of Human Rights. I just wonder if it is neces
sary before we start exploring the possibility of agreement on this to wait until 
we have reached complete agreement on the ways and means of having our 
own amendments to our constitution. It might 'be possible to explore the question 
of a Declaration of Human Rights while the attorneys general or their repre
sentatives meet at the end of September or the beginning of October. 
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I am also grateful that the Prime Minister agrees that we might make a 
few remarks after the Minister of Finance's remarks, because we have the 
experience of last fall. 

Hon. Mr. FROST: Mr. Prime Minister, I quite agree with what Mr. Lesage 
has said, at least, in the outset of his remarks. I fully agree that a conference 
should be held to determine and agree upon ways and means by which our 
Constitution would be domiciled in Canada and would be capable of being 
amended by ourselves in our own way. As a matter of fact, I was one of those 
who sat in the conference in Quebec in J95O, and that was my position then, 
and it is my position now and of those who are with me. We would be glad 
indeed to participate in such a conference, and our attorney general and our 
legal advisers will be delighted indeed to sit in with those of the other provinces 
and those of Canada to do the preliminary ground work necessary in a matter 
of that sort. 

Now, as regards the Declaration of Human Rights, I would be prepared to 
have that also considered by our legal officers, if that is felt to be the best 
method of procedure. I will say this, sir, that for myself I would prefer that 
such an amendment be made by ourselves and that perhaps this should be the 
first thing we do when we domicile our Constitution in Canada; I think that 
would be a great thing to do. But with that, I think probably the first step 
is to settle the ways and means by which we can amend our Constitution. 

HoN. MR. LESAGE: That is what I suggested. 
HoN. MR. DouGLAS: Mr. Prime Minister, Saskatchewan certainly welcomes 

your announcement on reconvening the conference on Constitutional amend
ment. I feel that if it were possible at this conference to deal with the restoring 
of the Constitution to Canada and making it amendable in Canada, and the 
enshrining of a Declaration of Human Rights in that Constitution, as part of 
one operation, there would 'be a great advantage in it. But that is something 
the conference can discuss, and I am sure our delegation is very happy with 
the announcement. 

As a matter of procedure, I have no wish to labour the matter, but merely 
point out that up until 1957 all the records of the Dominion-Provincial con
ferences show that after the last of the premiers had made a statement we had 
gone into camera. It was only in 1957 that a summary was made by the 
Minister of Finance, and that was the first time it was done. There is no ob
jection to it,-but it is simply not enough to say we can rise on a matter of 
privilege. It is not a question of objecting to something which has been said. 
But what has been said may raise arguments to which we ought to be able 
to reply in public, if the statements are going to be made in public. You have 
already made a statement on behalf of the federal Government. If your Min
ister of Finance is now going to either advance further arguments or refute 
some of the arguments already made, then I would think that the provinces 
would want, or might want, to reserve the right to have their provincial premiers 
or ministers of finance to take part in this general discussion. I wanted to make 
sure there was a clear understanding on that point. 

HoN. MR. FROST: I think Mr. Douglas is right on that point. In 1957 that 
element was introduced, and it was a matter of controversy. It is unfortunate 
to have conferences disturbed by {)Ontroversy, but that is what happened at that 
time. Now, I suppose Mr. Douglas' point, and perhaps that of others, is that 
if disagreement takes place with Mr. Fleming and his statements then there 
would be the desire to express that disagreement. That was the contention of 
three years ago. 
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The CHAIRMAN: In so far as 1957 is concerned, I see no disagreement raised 
at that time. 

HoN. Mn. FROST: Because that was our contention. 

The CHAIRMAN: But I feel that if we are to understand the problems that 
are placed before us it would be well to realize the federal consideration as well. 
What I did in my opening statement was simply to point out the fact that the 
amount of federal expenditures by way of assistance, adjustment grants, and 
tax rental agreements, had increased most formidably in the past three years. 
Now, I think having heard what each of the Premiers set forth that they believe 
should be done, some regard should be had to what these representations 
actually mean in monetary terms. There seems no objection there under the 
circumstances. No one wants to bring about a feeling of disagreement in this 
conference. I think there is a realization of that fact. With the exception of the 
threshing of some old straw, there has not been anything but the full and 
complete discussion that we hoped for. 

HoN. DONALD M. FLEMING (Minister of Finance): Mr. Prime Minister, 
anything that I have to say today will relate strictly to what lies within the 
four corners of things that have been said in the course of our meetings yester
day and today. 
' I had a fellow feeling with Premier Douglas this morning when he spoke 
about the provinces attending upon one who speaks in the eighth place among 
the ten Premiers. Well, I suppose in this category I come as number twelve. 
Other than that they had the advantage of knowing in advance precisely what 
they wished to say. As my task seems to be to comment on what others have 
said I have not had the advantage of 'being able to prepare anything in advance. 
However, I have carefully followed what has been said. I say at once, Mr. 
Prime Minister, that we all, I am sure, have approached our task in this con
ference in the spirit of understanding, and come together as equals, certainly 
not as suppliants. That expression has been used, and I think we should discard 
it at once. 

We all, I think, by this time have a better knowledge and appreciation of 
the problems of one another, certainly of the provinces and municipalities, and 
the federal Government can and does sympathize with them. We have on the 
one hand problems related to growth-problems that were described as astronomic 
and staggering, arising out of the rapidity and extent of growth; on the other 
hand we have problems, in the case of some provinces, that are related to a slow 
rate of growth and development. 

We have naturally followed with very great interest ,and attention what 
has been proposed on behalf of the various provinces. Certainly the proposals 
are characterized by extraordinary variety. They will be carefully analysed. A 
number of premiers have indicated specific percentages in relation to certain 
fields of taxation; others have not mentioned any particular percentage. Some 
have indicated their desire to continue the system of tax rentals but others 
have not been nearly so definite in their statements in that regard. 

I say at once, Mr. P.rime Minister, that we have made an initial study of 
the proposals, and here I am not entering into any dialectic question such as that 
raised by Premier Douglas this morning as to those rights. I am not suggesting 
these are contributions in the sense in which he was using that expression this 
morning, but to give effect to proposals that have been made here today would 
involve the raising on the part of the federal Government and paying over to 
the provinces or for their benefit, approximately $2 billion per annum. 
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Hon. Mr. LESAGE: That is a cumulative figure, is it not? 
Hon. l\lr. FLEMING: Yes, to cover the various requests that have been 

made, and in thi respect I may say that one does not have to add very many of 
them together to arrive at that figure. 

Hon. Mr. LESAGE: Yes, but you do add them together. 
Hon. Mr. FLEl\IING: One figure alone would account for practically eighty 

percent of it. At present tax yields from these souTces of Government revenues 
there obviously certainly is not enough money. 

While the federal tax somces are broader than those of the provinces in 
the sense that the federal Government has access to sources of indirect taxation 
as well as direct taxation, nevertheless, for its revenues, and to meet its needs 
the federal Government is in the same position as the provinces: it must either 
tax to meet its necessities or borrow the money for that purpose, and that means 
repaying it in due time. 

No suggestion has been made in this regard which would have the effect of 
reducing any of the responsibilities now borne by the federal Government. We 
can appreciate and sympathize with what has been said in regard to fiscal needs 
of the other levels of Government because we have had the same experience as 
they have, all of them have had. Our fiscal position has not been easy, and the 
situation in which we now find ourselves has not been accomplished without 
a good deal of effort in the direction of bringing our revenues and our expendi
tures into closer balance. And when I hear indications, Mr. Prime Minister, 
that the provinces should not simply have leftovers from the federal table may 
I say at once no one could agree with that view more heartily, and certainly 
there is no thought in the mind of the federal Government about letting the 
provincial Governments have leftovers from the federal table. We have, as 
a matter of fact, made very great sacrifices in order to make payments to, or 
for the benefit of the provincial Governments as much as we have. The Prime 
Minister gave the figures in his opening address yesterday indicating that in a 
four-year period the total of unconditional payments has advanced from $553 
million to, this year, $869 million, an increase of $316 million during the period 
of these four years, since 1956-57. 

And in the realm of the unconditional payments or shared-cost programs, 
the advance in the same four-year period has been from an annual aggregate 
of 8111 million to, this year, $389 million, a total increase of $278 million. There
fore we may be thrown back on the position taken by Mr. Bennett that we must 
give further thought to the expansion of the economy having regard to the fact 
that there is one pie to be cut up among the various levels of Government. 

Attention has been drawn to the common fields of taxation. We meet here, 
I take it, Mr. Prime Minister, to examine the common interests that exist in 
this field with a view to endeavouring to arrive at an understanding that may 
be of general benefit. 

On the constitutional side we fully subscribe to the views that have been 
reiterated by several of the premiers that revenues are required that will enable 
the Government that is concerned to discharge its constitutional responsibilities. 
We do not question at all the principle that was contended for that the rights 
of the federal and provincial Governments in the field of direct taxation arc 
equal. That does not mean, according to our understanding, that that carries 
with it the idea of the mathematical division, half each, but rather that the 
status of the two levels of Government in this field to levy anrl collect taxes 
is in each case equal. However, thought must be given, and I think this point 
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is worthy of stress, Mr. Prime Minister, that in this field, if we are thinking 
about one collecting authority after the present manner, the federal Government 
is placed in the position of levying the tax, collecting it and then handing over 
a proportion of the proceeds to the provincial Governments. That is not always 
a pleasant position for any Government to be in. 

Now, if as has been contended this system puts the provincial Governments 
in a strait jacket, let me say at once, Mr. Prime Minister, that this is not a 
strait jacket of om creation as a federal Government. We do not wish to put any 
province in a strait jacket. We do not wish to deny to any province whatever 
it may be entitled to under the constitution. We do not wish to undertake the 
sometimes unhappy task of levying and collecting taxes under agreements unless 
there is a broad basis for agreement. The federal Government in this scheme is 
asked to place itself between the taxpayers on the one hand and the provincial 
Governments on the other, and it is not a very pleasant position to be in. 

I wish to make it very clear also that we have not come to this conference 
in any bargaining spirit whatever. We have no centralizing design to serve. 
We want none of the constitutional powers of the provinces. We simply wish 
to confine ourselves within om federal sphere of responsibility and do what we 
may in the interest of good Government across the country, having regard to 
the discharge of their constitutional responsibilities by the other levels of 
Government. 

The next point I wish to mention relates to the several subjects of equal
ization, stabilization and shared-cost programs. I think all of us were delighted 
to hear the virtually unanimous expressions of opinion in favom of the 
principle of equalization, upon which the Prime Minister made such a clear 
and fovceful statement yesterday. I simply remind the Conference that the 
equalization payments, whatever they may be, will not come from any joint 
proceeds earned from taxes jointly collected, but will come from the Federal 
Treasury, and it is evident that there are requests for increases in the equal
ization payments. 

The same is true of stabilization. Any stabilization payments will come 
out of the Federal Treasury, and increases have been demanded there as 
well. 

In relation to the shared cost programs at least two provinces have 
expressed some interest in examining the natme of our shared-cost programs 
with a view to ascertaining if some other arrangement may be possible with 
a view to changing in whole or in part what are now conditional payments 
on the part of the Federal Treasury into unconditional payments. That is, 
at any rate, a matter for discussion, but at the same time we have had a 
request from a number of the provinces for enlargement of the sphere of 
the shared-cost programs, so that here again, quite apart from what may be 
done in relation to the yields from the common fields of direct taxation, 
the Federal Government is faced with requests for increases in payments 
that must come entirely from the Federal Treasury on account of the equal
ization, stabilization and shared-cost programs. 

I will not extend my remarks, Mr. Prime Minister, on the shared-cost 
programs, except to comment that there is quite a variety of proposals and 
approaches that we have heard on the part of the provincial premiers, and 
these, I take it, will require extended examination and, perhaps, further 
discussion. I leave this subject with just this observation as to what it would 
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mean in terms of a comparison with the present yields from the three common 
fields of direct taxation if effect were given to some of the requests that have 
been made. 

If the present formula, the 13:9:50 formula, is applied to the aggregate 
yields from these three fields of taxation it will be observed that 37 per cent 
of the total revenues from these three fields is paid over to the provinces. 
That relates to the figure that was given earlier by the Prime Minister and 
which this year is estimated at $1,258 million, out of an estimated total of 
approximately $3.5 billion. 

Today three provinces receive, out of the various payments, more than 
100 per cent of the yield of these three taxes in their cases; five provinces 
receive the equivalent of more than 50 per cent of the yield; and no province 
receives less than 26 per cent. But, if effect were given to the requests that 
have been made in relation to a new division of the revenues from these three 
fields the result would be that, if we are to continue the equalization pay
ments and the stabilization payments and the shared-cost contributions, 
that over 80 per cent of the yields from these three common fields of direct 
taxation would be paid over to the provinces. 

May I turn briefly, Mr. Prime Minister, to a comment or two on the 
subject of federal fiscal policy, and I do it not by way of detailed comment, 
for which I do not think there is time, but just for clarification. The fiscal 
policy of the Federal · Government has, I think, been clearly declared. We 
have heard references to tight money. So far as the Federal Government is 
concerned, we are not applying any tight money policy. Last year the banks 
found that the demands for loans were running at record levels, and they 
applied certain restrictions. They did not do so as a result of any direct 
representations on the part of the Federal Government, or any request, or, 
indeed, any action on its part. 

This question of a regional policy has been raised before, and I think 
our comments have been made upon that, and are known. 

So far as interest rates are concerned, the fiscal policy of the Federal 
Government has been directed towards withdrawing the demands of the 
Federal Government upon the available sources of capital. One of the pur
poses that we have had in mind in this respect bas been to assist the provincial 
and municipal levels of Government and business in meeting their needs for 
an easier capital market. Two years ago our net borrowings of new money 
amounted to $1,300 million. Last year they amounted to $900 million, and 
this year we estimate we will be borrowing about $210 million on the market. 
This has already had the effect of assisting very greatly the conditions under 
which the provincial and municipal governments and business have been 
operating in raising the money they require. There has been a strengthening 
of the market. There has been a return of confidence, and there has been 
some reduction in interest rates. 

Interest rates in this country-I think this is a matter worthy of com
ment-are· 1ower than the rates in the United Kingdom, and they are close to 
the rates in the United States. 

It is no policy of the Federal Government to maintain the Canadian dollar 
at a premium in terms of the United States dollar. The budget, and the policy 
to which I have referred, have already contributed very greatly to the reduc
tion in recent months in the premium at which the Canadian dollar has been 
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ruling in terms of the United States dollar. We have not taken any steps to 
support the Canadian dollar. There is no thought at all of strengthening the 
Canadian dollar with a view to maintaining that premium. I do not think 
anyone has said more than the members of the present Government in regret
ting that under the conditions obtaining, with heavy capital imports into this 
country, the Canadian dollar has been ruling at a premium, and Canadian 
exporters have been faced with difficulties on that account. We are pleased that 
in these recent months there has been this substantial reduction in the pre
mium on the Canadian dollar. 

I will not take up the time of the meeting, Mr. Prime Minister, to review 
at a greater length what was said in regard to national development, or credit 
policies. That can, perhaps, await another occasion. My concluding remarks, 
Mr. Prime Minister, naturally will relate to those offered to the Conference 
this morning by Premier Smallwood on behalf of the Government of New
foundland. 

Here, may I say at once, Mr. Prime Minister, that no one questions the 
right of Premier Smallwood to speak in relation to Term 29, as he does. This 
is a free Conference. We are here to exchange opinions. We may not agree, 
but this is a forum where opinions in relation to fiscal questions pertaining to 
the federal and provincial levels of Government in Canada can be properly 
exchanged. 

Premier Smallwood is quite right, Mr. Prime Minister, in his surmise that 
it had been the expectation of the Federal Government, and its hope, that 
the Government of Newfoundland would express itself on the subject of those 
conditions it wishes to put before the Federal Government in relation to the 
fair treatment upon which it is entitled to consideration in relation to payment 
out of the Federal Treasury. 

One hopes that even yet we will have the opportunity of hearing the views 
of the Government of Newfoundland on that question. A good deal was said 
this morning-and I think it not unfair to say, in pretty firm terms-in relation 
to the place of Article 29 of the Terms of Union with Newfoundland in relation 
to this Conference, or Conferences like it. 

Perhaps I may just say as briefly as may be some things by way of putting 
on the record those considerations which we of the Federal Government think 
fair and proper in the light of what was said this morning by Premier 
Smallwood. 

First of all, may I say in general terms there has been no repudiation of 
any Article of the Terms of Union with Newfoundland. There has been a 
fulfilment of those terms up to this time, and we are prepared, within the proper 
limits that I have indicated and shall speak of, to continue to deal with the 
ca e of Newfoundland on terms that are fair and equitable. 

This question stems from the Terms of Union, Article 29. That Article 
provides that: 

"In view of the difficulty of predicting with sufficient accuracy the 
financial con equences to Newfoundland of becoming a province of Can
ada, the Government of Canada will appoint a Royal Commission within 
eight years from the date of Union to review the financial position of the 
Province of Newfoundland and to recommend the form and scale of addi
tional financial assistance, if any, that may be required by the Govern
ment of the Province of Newfoundland to enable it to continue public 
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services at the levels and standards reached subsequent to the date of 
Union, without resorting to taxation more burdensome, having regard to 
capacity to pay, than that obtaining generally in the region comprising 
the Maritime Provinces of Nova Scotia, New Brunswick, and Prince 
Edward Island." 

It is quite clear that what the former Federal Government engaged itself 
to do was appoint a Royal Commission within eight years of the effective date 
of Union. I need no higher authority than the respected gentleman who nego
tiated these Terms of Union on behalf of the Government of Canada, the then 
Prime Minister the Right Honourable Louis St. Laurent. Mr. St. Laurent gave 
an interpretation of Article 29. Speaking in the House of Commons on Feb
ruary 7, 1949, he said: 

"It was also provided that within eight years from the coming into 
force of the terms of union a commission would be set up to examine the 
situation anew, and to report as to whether or not the terms provided are 
working satisfactorily and are sufficient to bring about the object of 
equalizing the lot of the people of the new province with that of the people 
of the older provinces. There is no undertaking"-

I ask honourable premiers to mark these words: 
"There is no undertaking to implement any terms of recommendation 

that may be made at that time by a r•oyal commission. It was felt by the 
Newfoundland delegation, and by the representatives of the Canadian 
government, that this was something that was being entered into in a 
spirit of fairness on 'both sides, and that it was not necessary to make 
binding stipulations about what would happen with respect to the report 
of a royal commission. It was felt if there was an investigation and a report 
by a com.mission, in which the public at that time would have confidence, 
the legislators of that day could well be trusted to do what would prove 
to be right in order to make this enlarged nation a united nation contin
uing on its path of progress toward its great destiny." 

It was quite clear, therefore, as to what Mr. St. Laurent had to say about 
Article 29: It contemplated the appointment of a Royal Commission. There 
was no stipulation as to what was to be done, or as to the recommendations 
that might be made by that Royal Commission. It remained a matter for 
decision by the Parliament of Canada; and the parties felt that the Parliament 
of Canada could be trusted to do what was right and fair. 

Indeed, in the course of the proceedings before the Royal Commission 
this point was established very clearly. Chief Justice McNair, the Chairman 
of the Commission, at page 1504 of the proceedings said : "Anything we do here 
will have no •binding effect." Mr. Goldenberg, the distinguished counsel for New
foundland, who is here today as a delegate, was asked this question again at page 
1513, where the records indicate these words : "A number of questions arise in my 
mind on this point, Mr. Goldenberg." This is the Chairman of the Commission 
speaking. "Our. recommendation alone will create nothing binding." Mr. Golden
berg replied "No". The Chairman commented further on another page: "Our 
recommendation alone has no effect." To this Mr. Goldenberg replied: "It is 
only a recommendation to the Government of Canada." The Royal Com
mission made its recommendations, and it was definite as to what should 
be paid for the first four years of the present five-year period, corre-
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sponding to the period we deal with under the Federal-Provincial Tax
Sharing Arrangements Act. It was in relation to the 5th and later period that 
the Commission said simply, thereafter 8 million per annum. Those words 
are attached to the word "thereafter". It is quite clear from Premier Small
wood's remarks this morning that according to his interpretation as given 
here today, the word "thereafter" means indefinitely or in perpetuity, or as 
he put it this morning, with no limitation of time. 

With that particular interpretation there is not agreement. These Com
missioners, distinguished men as they are, are of the type that, if they had 
intended to mean, or to say, in perpetuity they would have said it. They left 
this term of their recommendation in regrettably indefinite form. In the dis
cussions which we had the opportunity of having with Premier Smallwood after 
the report was made public he urged further review; and indeed, this suggestion 
had been made to the Royal Commission, that there should be further review. 

At page 621 of the proceeding Mr. Goldenberg, after dealing with the 
annual amount to the province of Newfoundland, made this comment: 

"This is the minimum additional financial assistance now required in order 
to continue the existing levels and standards of services on a most con
servative basis. It is not suggested, however, that such assistance will be 
required indefinitely." 

And then further, at pages 627 and 628, Mr. Goldenberg said: 
"Now, Mr. Chairman, I am not suggesting that this additional financial 
assistance will be required by Newfoundland indefinitely." 

And further down: 
"Accordingly, while Newfoundland is now entitled, under the provis10ns 
of Term 29 of the Terms of Union, to receive additional annual financial 
assistance of the order of $17,000,000, provision should be made for a 
further review of its financial and economic position within a reasonable 
period of time." 

Later in the next paragraph he said: 
"I recommend that the amount of the said annual grant should thereafter 

be subject to periodic review." 
The Royal Commission held that it had no power to make a recommen

dation for a further periodic review. The terms of Article 29 obviously had 
been confined to the appointment of one Royal Commission, with one determina
tion as to the amount of additional financial assistance that might be required. 
And so, Mr. Prime Minister, when we had to deal with this matter at the 1959 
session of Parliament, we dealt with it on what we thought was a fair basis, 
and one which, while perhaps it might not fully satisfy the hopes of the Gov
ernment of Newfoundland, at least would be in harmony with the request that 
had been made, and quite strongly presented, for further reviews. 

In view of the fact that the Royal Commission had been so indefinite on 
the period over which the payments of $8 million per annum should be provided, 
we provided in this legislation which was adopted by Parliament, for the pay
ment on the basis of the recommendation by the Royal Commission explicitly 
to March 31, 1962, which is the period with which we are concerned under the 
provisions of the Federal-Provincial Tax-Sharing Arrangements Act. 

We proposed that in the course of the discussions in which we are now 
engaged, looking to whatever arrangements may be later entered into with 
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respect to the period following April 1, 1962, that the situation with respect to 
Newfoundland and its special circumstances should be taken into account and 
included in the scope of the studies being made and the discussions following. 

That, Mr. Prime Minister, is the reason why this legislation clearly provides 
in the form of statute law of Canada that in this present review of federal
provincial financial relations the special circumstances, indeed any special cir
cumstances, relating to the financial position of the province of Newfoundland 
will be taken into consideration. 

We have made it very clear both in the House of Commons and in state
ments outside it that it is the undertaking of the federal Government to give 
full consideration to anything in the financial circumstances of Newfoundland 
that bears on the question of proper determination of additional financial assist
ance that may be required. There is review provided for in this legislation in 
regard to anything the province wishes to put forward under this provision. 
They can link it to any formula they wish. They can link it to the type of 
formula set forth in Term 29. They can link it with anything else that bears on 
the question of the determination of what are the special financial conditions 
in Newfoundland. We fully accept the position stated by Premier Smallwood 
this morning, that Newfoundland is in a special position. We do not question 
that. We accept that and we are quite prepared here in this Conference, or 
wherever it may be thought convenient, to discuss the special circumstances of 
Newfoundland as bearing upon what should be the proper determination of 
additional financial assistance to that province in the period following April 1, 
1962. 

Premier Smallwood said it was the view in Newfoundland that Canada's 
honour was safe in the hands of the Royal Commission. Well, we consider, 
Mr. Prime Minister, that we have given effect to the recommendations of the 
Royal Commission and, indeed, have gone beyond them in making this provision 
which we hope will be made effective in the course of this Conference. This is 
not a Government that has had any record of repudiation. It is a Government 
that has sought to carry out the honourable obligations of this country in its 
proposals to Parliament. This is the Government which, if Premier Smallwood 
will permit me to remind him, has already shown its concern for the financial 
circumstances of Newfoundland by increasing, I think one might say fairly 
substantially, the provisions that have been made for that province. 

It was back at the 1955 Conference that Premier Smallwood spoke out very 
directly on that occasion at a time when the payments to Newfoundland were 
in the neighbourhood of $5 million per annum. The payments in the fiscal year 
1954-55 amounted to $4,330,000, and in the fiscal year 1955-56 to $5,278,000. 
It was in those circumstances that Premier Smallwood said at the 1955 
Conference: 

"We might accept that, Mr. Chairman, but before I shall do that I 
shall tell you now quite frankly as one who has had something to do with 
the movement to bring Newfoundland into Confederation, I would with 
great joy spend the rest of my life leading a movement to lead New
foundland ·out of Confederation." 

We are glad-and I think I speak for all provinces as well as the 
federal Government-that Premier Smallwood did not take that course, and 
in the succeeding years I think a very substantial effort has been made to 
appreciate the difficulties of Newfoundland, a province in which the services 
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were certainly substantially in arrears of other proYinces in Canada at the 
time of Confederation in 1949. We tried to take a reasonable and sympathetic 
view of these problems and circumstances. In the present fiscal year it is 
estimated that the payments to Newfoundland will amount to 21 million. 
I think, Mr. Prime Minister, that that can be taken as evidence of the desire 
of the federal Government to view and approach the special problems of 
Newfoundland sympathetically. 

Hon. Mr. BENNETT: Mr. Prime Minister, may British Columbia make 
an observation at this time? 

The CHAIRMAN: Yes. 
Hon. 1\Ir. BENNETT: Mr. Prime l\Iinister, I think the Premier of New

foundland brought up a very important point before this Conference this 
morning. We feel as one of the partners in Confederation that we should be 
very careful in dealing with a new province entering this country, that at the 
start they do not get a permanent feeling they have not been fairly dealt 
with. 

Mr. Prime Mini ter, I believe you are dealing very fairly with New
foundland but I think unless you go a step further there will be a feeling 
left in Newfoundland that will take years and years to unravel. So I think 
you should give as urance to Newfoundland that after a formula is arrived 
at in 1962 for the next five years you will then appoint another commission 
for Newfoundland to see that it carries out the agreement entered into with 
Newfoundland. I think that would solve the matter. 

Hon. Mr. SMALLWOOD: Prime Minister, there just isn't any room for 
any !oubt in anyone's mind that the only obligation on the Government of 
Canada was to appoint the Royal Commission. There isn't any doubt about 
that. That is the only obligation, as the Minister of Finance said, if, that is, 
we are to deal in the language of tradesmen. If we are to deal in the language 
and in the realm of statesmen, Canada's obligation went far beyond that 
merely of appointing the Royal Commission. What was the Royal Commission 
for? Was this bluff? Was this deceit, bluffing and enticing Newfoundland 
merely with the promise of appointing a commission? What was involved 
was an honourable undertaking on Canada's part. We took it as being an 
honourable undertaking, not merely of going through the sheer technicality 
of appointing a Royal Commission and then Canada saying, "Oh, well, we 
have kept the strict letter of the law. We have appointed the Royal Com
mission. Now our duty has been discharged. We owe Newfoundland nothing." 

It is all so perfectly obvious that the recommendations of the Royal Com
mi ion once made were not binding on the Parliament of Canada. You 
cannot bind Parliament. No one ,can bind Parliament except Parliament 
itself. As I said this morning Parliament had the right to take these recom
mendations and throw them into the waste paper basket. They have that 
right. You cannot bind Parliament. The minister quoted Chief Justice McNair 
in a remark he made in the course of a hearing-"Our recommendations are 
not binding"; and he quoted Mr. Goldenberg as agreeing, by saying "No". 
Of course they are not binding, in any except the constitutional and moral 
en e; they are binding upon the conscience of Canada; they are binding upon 

the conscience of the Parliament of Canada; they are binding upon the con
science and the honour of the Government of Canada. You ask the Parlia
ment of Canada to carry out those recommendations, but they are not binding 



REPORT OF PROCEEDING 119 

legally. How can you pass an act which will make anything legally binding 
upon the Parliament of the day after tomorrow, or before this day is over? 
You cannot bind Parliament. The courts cannot do it, no one can do it-only 
itself. Mr. St. Laurent said that Term 29 did not bind Parliament to carry 
out the recommendations of the royal commission. Ye , he said that. But 
did he not add in the same breath that it was left to Canada's honour? That 
is what I said this morning. We don't claim we have a legal claim, we don't 
say we have a legal claim, we say we have a con titutional and a moral 
claim. 

Now, on this matter of further reviews. No one at all ha ever uggc tccl 
periodic reviews or further reviews except within the ambit of Term 29. When 
I came and saw the Prime Minister-I think it was in January last year
the Prime Minister had made his tour around the world and had not been 
able to give Ycry murh attention to the report of the royal commis ion, and I 
had asked if he would let me see him. He said, "I am going away, would you 
see the Minister of Finance?" I wrote back and said no, that I would prefer 
to wait until his return. So in January I came to sec him; and I said then, 
not for the first time, there might be other reviews within the term of ref
erence of Term 29-not this kind of review here today, not the kind of review 
that is envisaged in the preamble to the act made in Parliament here last year 
-not putting Newfoundland in the lincup-"form up, get in the line, the line 
forms on the left, you are number ten"-not that kind of a review, but a review 
within the terms of reference of the term itself, that is, Term 29, which is 
part of Canada's constitution. That is what we hoped. We still say today that 
if for the reasons the Prime Minister and I agreed in oral conversation 
here in January last year, if for the reason that they have set a figure 
of $8 million, it should turn out in ten years to be unrealistic, too much 
or too little-we both hope it will be to much, we both hope that in ten or 
fifteen years Newfoundland's economy can so develop it will not need this 
perpetual grant, for that reason we agreed it would be a good idea to have 
periodic reviews. Or we didn't agree, I argued that, and evidently the Prime 
Minister heard the argument. But my argument was that the review should 
be within the limits, within the meaning, within the terms of the reference of 
Term 29, not just any kind of any old review, but a review within our con
stitutional rights. We will still go for that. We still favour that kind of a 
review. 

Now, the royal commission recommended that the payments would be made. 
They put no time limit on it at all. There was no sugge tion of a time limit, 
not even a hint of it. They recommended that the payments should be S8 
million a year, and they named the years. Thereafter, the 8 million-and 
"thereafter" by some sudden, mysterious process becomes one year, and the 
Prime Minister tells us, or the Minister of Finance tells us, that the New
foundland Government have some kind of a strange interpretation of the word 
"thereafter". But they have put a common-sense interpretation on the word 
"thereafter"; they say it means one year. Not only do they ay so, but the 
Prime Minister on March 25, last year, said in the House, "All right, we will 
accept the recommendations of the royal commission; we will ask Parliament 
to pay these amounts unconditionally, but we will ask Parliament to pay them 
only for five years"; and then he said, "These payments that we will ask 
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Parliament to make for those five years ending in 1962 will be final and ir
revocable"-final and irrevocable settlement of all Newfoundland's rights under 
Term 29; and then there can be reviews. 0,f what? All our rights are e:Ktinguished 
as at March 31, 1962 so far as Term 29 is concerned-they are extinguished, 
finally and irrevocably extinguished. Those are the Prime Minister's own 
words. 

Then the minister says that there is a review provided for in the pre
amble to the act. There is indeed, but it is not a review under Term 29, which 
has been extinguished by the act, by the Prime Minister's statement (which 
perhaps does not extinguish it) but certainly by the act which gave effect 
to the Prime .Minister's statement, because the act only provides for pay
ments up to and including 1962. Thereafter what? A great void. Not quite. 
There is this conference. We can argue here at this conference. We can form 
in the queue, get in line and plead, plead and beg for what is our constitu
tional right. Plead and beg. I am doing it now, pleading and begging. But I 
am not; I am not going to. 

I don't want to go one more word than I ought to. I will tell you, Prime 
Minister, that every living Newfoundlander, every one alive today, considers, 
rightly or wrongly-I think rightly-that the Parliament of Canada at the 
invitation of the Government of Canada has repudiated our solemn constitu
t.ional rights by unilaterally terminating, without asking our consent, without 
even telling us-we had no prior knowledge of it, we only knew when it was 
read out on the radio what the Prime Minister said, that this would be a 
final and irrevocable settlement of all our constitutional rights. Has any 
other province that is represented here today ever had the experience of having 
its basic rights become part of the Constitution, and the Prime Minister 
saying, "We will respect these, but we will put a time limit on them"? Has 
any other province had that experience? 

Now, I plead with the Prime Minister. He is a great Canadian. I am only 
a very small one, and a very new one-very young; but I 'have fought and 
blasted my way to get in here to become a Canadian, and I did whatever 
was in my power to persuade my fellow Newfoundlanders that it would be 
good for them to become Canadians. It was a hard battle-three solid years, 
day and night, we battled to become Canadians. The Prime Minister is a 
great Canadian, and the Minister of Finance is a great Canadian. They have 
what I haven't got; they were 1born Canadians. They have enjoyed the precious 
privilege of being Canadians ever since they were born. We have only enjoyed 
it, and not at that fully, for the last 12 years. And I appeal to them, I appeal 
to them. It is not too late, even yet, because this won't be the last that is heard 
of it. I said this morning that this is only a temporary arrangement. I appeal 
while there is time for the Prime Minister to please the whole population. He 
won't displease a living Canadian but he will deeply please every living New
foundlander if he will recognize that our rights under Term 29 are subject to 
no limitation in time or anything else. I appeal to him to do that. I appeal to 
the Government of Canada, and over and above and beyond the Government 
of Canada I appeal to the conscience and the honour of the Canadian people. 

The CHAIRMAN: Naturally, as chairman, I cannot enter into this contro
versy but I would be less frank if I did not place before the conference the 
words of the premier regarding the royal commission which he now says should 
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be followed in complete detail, and he used these words as reported on September 
6, 1958: 

"The work of the McNair royal commission was a dead loss, and the 
commissioners were a dead loss. I recommended the appointment of some 
of them. God forgive me." 

You wanted to speak, Mr. Frost. 
HoN. MR. FROST: Well, sir, all I wanted to say was this, that the statement 

of the Minister of Finance, which was a very significant statement, caused 
controversy at least among some of us who listened to it. Perhaps if the con
ference, if the family could get into a round table discussion, as we have done 
in the past, in camera, I say that with all due respects to my good friend from 
British Columbia, that as a family we can resolve some of these difficulties, 
and that is what I would suggest. 

I listened with great interest to the Minister of Finance's remarks, and I 
would say, lest silence be treated as acquiescence, that I am not nearly as 
good a mathematician as the Minister of Finance and I have difficulty in adding 
up those great columns of figures but as I sat here and added all the pro
posals, all the duplications, all the overlappings and all the alternatives I could 
not strike that figure of $2 billion. All of these proposals probably involve
r do not say a cost because I do not like that expression-a good deal of money, 
but this is the price of getting back to the basis of Confederation and the 
constitution. 

I say that by way of a personal explanation, sir. 
HoN. MR. LESAGE: I just want to make one remark. The Mini ter of 

Finance in his remarks said that there was no suggestion of reducing the re
sponsibilities of the federal Government. May I remind him that yesterday, 
speaking about conditional grants and joint programs, I said, and I translate: 

"But these programmes are now sufficiently well established on the 
provincial scale to enable the federal Government to cease taking part in 
them and to vacate these fields." 

HoN. MR. FLEMING: I think the premier of Quebec asked compensation in 
the event that the province took over these fields. 

HoN. MR. DouGLAS : I wonder if the Minister of Finance could give us a 
breakdown of this $2 billion. 

The CHAIRMAN : I think that we should go in search of this information 
in the way that it is usually done, going into committee and in camera. That 
has been the course followed in the past. In that way we can discuss these 
several matters and arrive at a determination as to what can be done, what 
courses shall be followed and what suggestions may be advanced in addition 
to those that have already been produced to this conference. It will make 
possible an arrival at the point where our fiscal responsibilities, 'both federal 
and provincial, may possibly be. I suggest we should now go into committee 
and if it is agreeable to everyone here, continue in camera, to the end that we 
do what we ca_n now to bring together these odds and ends which remain as 
yet untied. 

HoN. MR. DouGLAS : I have no objection to going into committee, but I 
was quite serious when I suggested that the Minister of Finance break this 
sum of $2 billion down. This is the very kind of thing that happened to us 
three years ago. After the federal Government listened to the representations, 
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the Minister of Finance totalled them up and said it was Sl.5 billion. Now 
he says it is $2 billion. I have made a hasty survey and I cannot find by 
putting price tags on these various proposals, 2,000 million, and I suggest 
that tossing around these huge sums does create a wrong impression in the 
public mind. It creates the impression that provincial and municipal Govern
ments are completely irresponsible in the kind of requests and demands which 
they are making. This is exactly why I feel that if the minister is going to 
make a statement he should make it either in camera or if he makes it in 
the open meeting then there should be a full and public discussion regarding 
the matter. For example, this question of $2 billion, and the statement to the 
effect that 37 per cent of the money received from the three fields of revenue 
under discussion is paid back to the provinces. To get this figure the minister 
includes conditional grants. He is quite right in including tax rentals, equaliza
tion and stabilization payments but when you include conditional grants it is 
to me no less absurd than to include old age security pensions and family 
allowances being paid to the provinces. This sum of money being paid for 
conditional grants is the Government's share of a program which it itself has 
asked us to undertake and for which we must raise matching amounts of 
money. 

I have no objection to the Minister of Finance's putting up the best argu
ment he can. But I do object, on the other hand, on behalf of the provinces, 
and take a strong exception, to the impression being created in the public mind 
that a group of Premiers have come down here and in a completely irresponsible 
way have asked for $2,000 million of additional money out of the federal 
treasury. Unless we are prepared to take this step by step, and let the public 
understand and know what is the import of the programs we are suggesting, 
I think we should have that breakdown, and that it should be given in open 
conference. 

HoN. MR. BENNET!' : Mr. Prime Minister, you have made it very clear 
at the beginning of this Conference that this is only one of a number, and that 
perhaps another two more Conferences might 'be held before we reach final 
agreement on a new rental agreement, so with respect to this preliminary Con
ference I again appeal to you, and to the Conference, that it be kept an open 
Conference. 

We are not going to come to final agreement, and there are going to be 
discussions on different matters. The Premier of Ontario spoke about the 
Canadian family . The Canadian family is not just this little group of people 
here, but it is the people from Newfoundland right across the country to 
Vancouver Island. If this Conference is not going to come to a final conclusion 
then it should . be open to the Press and to the public so that they can see 
and judge for themselves. 

Our sy tern of Government is a wonderful system, but it is very difficult 
to operate, a you know. The best we can do is to build up public confidence 
in the fact that we are not discussing something in secret here. We should be 
able to speak so that all the people can hear. The great conventions across the 
line arc liked by the people because they can see what happens. I wish that 
this particular Conference were being televised so that the people could see 
what a good-looking Cabinet you have, Mr. Prime Minister. 

I notice, 1\Ir. Prime Minister, that certain members of your Cabinet do 
not hesitate to be on television all across this nation, so why should this Con
ference which is sitting for only three days, not have the opportunity as well 
of letting the Canadian people see what is happening here? 
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There is one other thought I have in mind. I am not very serious about 
this one point because I know the 1\'Iinister of Finance in making his after
dinner speeches across the country only dealt with it in a humorous way. He 
referred to certain statements supposed to have been made by a certain Premier 
of a certain province about certain things in a secret closed conference. Even 
if these things are referred to in a humorous manner, such as the price we 
paid for American currency, and that discussion took place in a secret meet
ing, then I would think that was completely out of order. 

I think, Mr. Prime Minister, the whole discussion should be open so that 
the Canadian people could see the provincial Premiers and the Prime Minister 
of Canada in this three-day Conference. I think it would do a lot for Canadian 
unity, and Canadian interest in democracy. 

Democracy must be kept interesting, and the people must be kept in
terested in it, and if they see it in a wholesome manner they will not get the 
impression that there is great debate about certain things. Irrespective of what 
has been said here during the last two days, there is no great division be
tween the provincial governments and the national government. There is no 
part of the world where there is more unity between the different governments 
than there is in Canada, but a wrong impression gets abroad when some of 
these meetings are held in camera. 

THE CHAIRMAN: All I have to say is that in the past that method has 
been followed, and I think it is the only way in which we can discuss details. 

So far as letting the people of Canada know what the respective views of 
the provinces are, every one of the premiers has set forth in detail, in carefully 
prepared advance copies, his views in respect of these matters. In so far as 
having these proceedings televised, appa,rently we have not the masculine 
pulchritude that they have in the United States. I know that the Premier 
of British Columbia is an example of that attractiveness that would certainly 
be enjoyable to the Canadian people, but for some reason these proceedings 
have not been televised, and I think understandably so. 

Now, we come to the operative part of the Conference. Each of us having 
had his say, I suggest we now follow the regular course, and that we continue 
in camera. I think we should adjourn for 10 minutes so that only those who 
have a right to be present will be present. 

-The Conference then proceeded to sit in camera. 
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HoN. JEAN LESAGE (Premier of Quebec): We are very pleased, my col
leagues and I, to be able to participate in this Conference which will deal prin
cipally with fiscal problems but which, we hope, will also tackle other important 
aspects of Federal Provincal relations. We represent the Province of Quebec 
but we come here in a spirit of frank collaboration because we are convinced 
that without cooperation and mutual understanding the Canadian Confed
eration cannot survive. 

Sovereignty and Interdependence 

Federalism in Canada, I wish to repeat, rests on the sovereignty of the 
Federal Parliament and of the Provincial Legislatures in their respective fields 
of jurisdiction. The respective sovereignty of the two spheres of government 
is the very foundation of Confederation. 

For its part, the Province of Quebec intends to safeguard the rights and 
powers given it by the Constitution. We wish not only to conserve these rights 
but we desire to use them fully in order to promote the welfare of our popula
tion in all matters under provincial jurisdiction. However, we have no intention 
of keeping ourselves in isolation, which would be both unrealistic for any 
province and harmful to the whole country. 

In the cultural field our principal objective is to work vigorously towards 
the continuing development of French Canadian culture while fully guarantee
ing the cultural rights of our minorities whose contribution we appreciate at 
its full value. It is our wish that our culture in its development may have its 
full place throughout Canada. We believe that the French speaking Canadians 
have an essential contribution to make to Canadian life, even if it were only 
to help avoid the threat of American cultural dominance. We do not seek to 
impose this contribution; we wish rather to offer it to the rest of the country 
in the firm hope that it will be accepted so that our two main cultures may be 
able to meet in harmony and not in conflict. 

We also take in the political field, within the framework of Canadian 
federalism, the same position that we take in the cultural field. Provincial 
sovereignty must not be a negative concept incompatible with progress; it 
must be a truly living reality, a principle that is put in concrete form in in
stitutions and by legislative measures destined to promote the welfare and the 
spiritual progress of the people. In short, sovereignty which is not positive 
and is confined only to opposition, cannot endure. 

On the other hand, though sovereignty excludes dependence, it requires 
constant cooperation lbetween governments and often joint action on their 
part; otherwise, it will be impossible to find an adequate solution for many 
problems. As the Right Honourable Louis St. Laurent said in October 1955 
at the time of another conference like this one: 

"More particularly in our time, it is impossible in a federal state to dis
tribute jurisdictions and responsibilities in such a way as to permit differ
ent governments to ignore one another. 
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This great truth is moreover confirmed by the Report of the Royal Commission 
of Inquiry into Constitutional Problems, a Commission created by the Province 
of Quebec which said: 

". . . in the present closely integrated Canadian economy, co-ordination 
of policies between each province and with federal policy is a require
ment of the common good, and the Province of Quebec, like the others, 
needs to count on the well-ordered assistance of the federal government 
and the co-operation of the other provinces." (Vol. III, Book II, p. 208). 

In short, the government of the Province of Quebec intends to exercise its full 
sovereignty in the fields which are within its juri diction while recognizing 
the fact that all the governments in our country arc inescapably interdependent. 

It seemed to me that I should recall these consideration very briefly in 
order that there would be no mi understanding of the ,attitude and the general 
objectives of the government of the Province of Quebec. Fmthermore these 
considerations have led me to make two suggestions, which would result 
in a more effective recognition of our interdependence. 

Permanent Federal-Provincial Secretariat 

Up to now, the official relations between the two spheresi of government 
in Canada have been intermittent. This absence of continuous relations be
comes more and more unsatisfactory as the problems requiring the attention 
of governments multiply and become more complicated and as the necessity 
of coordination increases. The continuing committee of officials created in 
1955 no doubt improved the situation, but we believe that this Committee is 
inadequate from several points of view. We propose that a permanent Secre
tariat for Federal-provincial conferences be established and that it •be financed 
and administered jointly by the Federal and the Provincial Governments. We 
believe that with such a permanent secretariat, the Federal-Provincial meetings 
at the ministerial or the official level would be better prepared and more 
fruitful. Moreover, such a secretariat would establish intergovernmental re
lations on a permanent and continuous basis. 

Interprovincial Conference 

I am convinced, Mr. Prime Minister, that you will permit me to make 
another suggestion, even if it doe not clirnctly concern the Federal Govern
ment. The government of the Province of Quebec is of the opinion that inter
provincial TClations have been seriously neglected in the past. This zone 
of interdependence has been ignored for too long. The provinces have with one 
another an increa ing number of common problems that they could profitably 
study together and al o, we hope, solve together. In their relations with the 
Federal Government, they have also common interests that I shall not attempt 
to define n.t this moment. We therefore propose at an early date to invite 
all the provincial Premiers to a meeting, the purpose of which would be to de
cide whether it is opportune to establish interprovincial relations on a perma
nent basis and to initiate the study of common problems and interests. We 
hope that all the provincial governments will accept our invitation and that, in 
the future, the province will be able to prepare, at first in collaboration with 
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one another and then in collaboration with the Federal Government, long 
term solutions which, while effectively settling problem , will al 'O maintain 
the balance in our federation. 

It is in this spirit that we desire to table immediately the report* of the 
Royal Commission of Inquiry into Constitutional Problem . This Commission 
which was created in 1953 by the Government of Quebec hns studied the 
problems of intergovernmental relations from a provincial point of view. 
We sincerely hope that all the governments attentively study its recom
mendation . 

For the time being, however, we must attack pre ent problem and find 
immediate solutions because it is neces ary to arrive at new arrangement in this 
present year so that the legislation required may be con idered during the 
session of 1961, as the federal Minister of Finance has already indicated the 
Federal Government desires to do. 

Among these problems, there exist four that are not included in the pro
posed agenda of this conference but which we regard as urgent. Two of them 
arc of a con titutional nature: they are the protection of Hu.man Rights 
and the complete repatriation of our Canadian constitution. Two of them are 
of an economic nature: unemployment and the difficulties that the provinces 
and the municipalities must face in the field of borrawing. 

Protection of Htiman Rights 

We all admit, I am sure, that our democratic system rests on the freedom 
of the individual. Fundamental human rights constitute the very basis of our 
civilization. On the other hand, the multiplication of the functions of the state 
has placed the problem of the relations between the individuals and the state 
in a new framework. 

The experience of the past few years has convinced the Government of 
Quebec that human rights are not sufficiently protected in the sphere of pro
vincial jurisdiction. We therefore believe that it is now necessary for us to have 
a Bill of Human Rights. We are also of the opinion that such a Bill would have 
a much greater actual and symbolic value if it were a part of our constitution. 

We have noted that the Federal Parliament is at present studying a Bill 
of Rights which we certainly hope does not extend beyond the field of federal 
jurisdiction. It seems to us that we have here a magnificent opportunity to 
discuss this problem and to see if we cannot agree on a joint declaration of 
human rights that could be embedded in our Constitution. 

The government of the Province of Quebec therefore proposes that this 
important problem be discussed immediately in a preliminary manner in order 
to ascertain whether it should be studied more thoroughly when the Confer
ence resumes its meetings. 

Repatriation of the Constitution 

At the present t ime there is still an important restriction on both federal 
and provincial sovereignty, because we cannot amend our constitution in 
Canada in several respects. This is an anomaly and vestige of colonialism that is 
not acceptable. 

*Copies of this report were distributed to all delegations at the Conference. 
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This problem was considered at the Federal-Provincial conference held in 
Quebec in 1950, but no solution was found at that time. We would like to get 
agreement naw to revive these discussions at our next meeting in order to 
settle this important question as soon as possible. 

Consideration should at the same time be given to the creation of a con
stitutional tribunal in conformity with fundame'Iltal federative principles. It is 
an essential requirement of this system of government that the constitutional 
division of authority be placed beyond reach of eithe:r government. There
fore, the arbiter of conflicts should not be under the exclusive control of 
one of them. 

Unemployment 

The Province of Quebec and the rest of the country are faced at present 
with serious economic problems. Unemployment is one of the most se:rious 
of those problems. 

Since January the level of unemployment is higher in 1960 thMl in 1959, 
and recently the number of unemployed was higher than at the same period 
in 1958, a year of recession; unemployment has reached a postwar record. 
The situation is particularly alarming in the province of Quebec where we have 
about 40% of the unemployed of the whole country. 

Moreover, it appears that the conditions prevailing in the private sector of 
our economy are not likely to improve by themselves in the near future. 
Indeed many experts forecast that we may soon go through another recession 
which will be worse than the last one. Energetic and concerted policies, must 
be applied without delay in view of avoiding such a calamity. 

The fight against unemployment has become one of the main duties of 
the State. This responsibility belongs to all spheres of government under a 
federal system. In Quebec, we recognized recently that the province has its 
share of responsibility and we intend to face it without delay. This is not 
the time to describe the measures that we shall take, but it might be noted, 
in passing, that we intend to establish shortly a Council of Economic Orienta
tion to serve as the planning agency of our economic and industrial life and 
which will lrnve under its jurisdiction a Bureau of Economic and Scientific Re
search as well as an Industrial Development Bureau. 

However, it would be very unrealistic on our part to believe that we, in 
the province, can i:;olve the problem of unemployment by ourselves, even 
with the collaboration of our municipalities. We have recognized that there is 
a provincial responsibility in this field but we have never claimed that it was an 
exclusive responsibility. On the contrary, the federal government has an in
di pensable ftmction in this field. Indeed you yourself, Mr. Prime Minister, 
have recognized this responsibility on several occasions that I do not need to 
recall. 

We do not intend to suggest to the Federal government how it should 
meet its responsibilities concerning unemployment, but we dare to hope that 
it is ready to apply effective and energetic policies and that it will soon be 
in a position to communicate with the provinces to indicate to us, at least in 
general terms, what measures it intends to take to meet the unemployment 
situation. As far as we, of the province of Quebec, are concerned, we are 
ready to start negotiations with the Federal Government on this subject in 
order to coordinate our respective efforts. 
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Provincial and Municipal Borrowings 

The situation in which provinces and municipalities find themselves in 
the field of borrowing has already been discussed during preceding meetings. 
The problem has become even more acute since 1958. While between 1947 
and 1957 federal budgets nearly always showed substantial surpluses that 
were even sometimes sufficient to supply the central government with all the 
necessary resources to meet its non-budgetary demands, in 1958 the overall 
deficit was 288,300,000; in 1959, 1,603,700,000; and, in 1960, it is estimated 
at 860,000,000. 

In order to meet its expenditures, the Federal government had therefore 
to issue in one continuous stream short term loans which resulted in a general 
decrease in the price of government bonds. As a con equence, the yield of 
90-day Federal Bills reached in Augu t 1959 a high of 6.16% and, two months 
later, the 25-year 4½7o conversion loan bonds, issued one year earlier at 100, 
fell to 83¼. Indeed, because of its concern to extend the term of the public 
debt, the Federal government, in the same year 1958, initiated the conversion 
loan which was followed by a weakening of the market. 

These different factor considerably reduced the capacity of the prov
inces and the municipalities to bonow in the Canadian market. The cost of 
borrowing increased rapidly following the action taken by the Federal gov
ermnent. The saturation of the market was aggravated by credit restrictions 
which obliged the Chartered Banks to sell, often at a loss, one billion dollars 
worth of Federal bonds between the autumn of 1958 and the autumn of 1959. 

This situation has been a source of con iderable difficulty for the prov
inces and the municipalities which have con equently found themselves in 
a much less favourable position than the corresponding governments in the 
United States or even than large corporations in Canada. 

Although present legislation expressly authorizes the Bank of Canada 
to deal in provincial securities, it limits its operations to the sale and purchase 
of bonds and bills of the Federal Treasury. This situation gives to the Federal 
government a marked advantage in drawing on the savings of the country and 
gives it access to a source of financing that is not open to the provinces and 
the municipalities. 

Moreover, the interest paid by corporations on their borrowings is deduc
tible from their income for tax purposes, which means that the governments-
mainly the Federal governmen~allow those corporation half the rate of 
interest that they have agreed to pay. 

In short, in the field of borrowing, provinces and municipalities are in a 
very unfavourable position compared with the Federal government and the 
large corporations of our country. In our opinion, it is time to tackle this 
situation seriously in order to find a solution; otherwi e the provinces and 
municipalities will find themselves obliged to -continue to borrow heavily on 
the American market with all the undesirable consequences of such operations. 

After this brief statement of four problems that we con. ider to be urgent 
and that we would like to have included on the agenda, we now pass to the 
subjects mentioned in the proYisional agenda that has been distributed to us. 

Conditional Grants and Joint Programmes 

Conditional grants made by the Federal government to provinces in con
nection with joint programmes administered by the provincial governments 

87173-1-9 
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create all sorts of difficulties. We understand why, when the Federal govern
ment decides to participate in such programmes, it requires that certain con
ditions be fulfilled by the provinces, but these conditions themselves cause 
frequent complications. 

Experience shows that often these joint programmes do not permit the 
provinces to use their own revenues as they wish nor to take local conditions 
sufficiently into account. Moreover, they raise administrative difficulties that 
are the cau e of a Io' s of efficiency or duplication of effort and increased costs. 
The provinces must have in their service persons specially charged with mak
ing reports to Ottawa concerning the execution of these programmes and 
the Federal government must, in its turn, hire employees to see that the condi
tions laid down by Ottawa arc fulfilled by the provinces. In our opinion, 
this situation has become undr irablc. The exi -ting joint programmes have 
played a stimulating role in the economic and ocial development of the 
country; in many ca e , they lrnYc upplcmented provincial initiatives. But 
these programmes arc now sufficiently well c tabli hed on the provincial scale 
to enable the Federal government to cea e taking part in them and to vacate 
these field . 

The Federal government should be prepared to accept this request. Obvi
ously, in such a case, it would be necc sary to compensate the provinces fully 
for the additional financial re pon ibilitie, assumed by them. This financial 
compensation hould take the form of additional taxation rights specifically 
reserved for the provincial governments and of corresponding equalization 
payment . If this were done, each province would be free to use its revenues 
as it see fit in the field of juri diction that belong to it. We are convinced 
that it would be relatively ca y to find a compensation formula that would 
~atisfy all the governments. ,vhen we reach this item on the agenda, and 
when we discuss it in more detail, we shall submit such a formula and we 
shall also be ready to consider separately each joint programme covered 
by our proposal. 

If, however, the Federal government is not ready at the present time to 
accept this proposal, we shall re-submit the problem at the nell.i. ~onference 
and we shall urge a satisfactory solution. 

However, in the meantime, the government of the Province of Quebec 
finds itself confronted with a "fait accompli". At the pre ent time the citizens 
of Quebec contribute through their federal taxes to the financing of many 
joint programmes applied in the rest of the country without deriving any 
benefit from these programmes. TI1e taxpayers of Quebec cannot be expected 
to allow such an unfair situation to ,continue. Therefore, the province of 
Quebec is taking the necessary steps to accept, on a temporary basis, and 
without prejudice to its full sovereignty, all the conditional grants that it is 
not now receiving but which are made to the other provinces by the Federal 
government. ,Ve have in mind pa.rticularly Hospital Insurance and the Trans
Canada highway. 

Standardization of Fiscal Legislation and Special Taxes 

We do not intend at this stage to discuss in detail the four items on the 
:agenda that concern the allocation of corporate profits and personal income 
to the provinces, taxes relating to natural resources, the taxation of certain 
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public utilitie and of Crown corporation . These are pccial problem that 
raise technical a pect which can be more u efully di cu~ eel during ub equcnt 
meetings of this conference. 

For the time being we imply declare that we hall be glad to discus at 
this meeting the hvo met-hods at pre ent used in the allocation of corporn.te 
profit and, if po ible, to come to an under tanding that would do away with 
the present confu ion. 

The field of natural re ource is within the juri diction of the province·. 
They mu t bring the e re ources into production and sec that they are u eel 
efficiently. It is therefore normal that the province houltl recciYc a much 
larger share than they now do of the income taxes paid by the corporations 
that exploit the e resources. The division of the federal tax on public utilities 
raises certain complications. It will be nece sary, in particular, to revi e the 
method of calculating the proYinces' share and we shall make suggestion later 
on in this respect. 

Finally, we cannot agree that provincial Crown corporation should be 
obliged to pay the federal sales tax, while federal Crown corporations are 
exempted from the provincial tax. That is an anomaly that mu t disappear one 
way or the other. 

Fiscal A11·angements 

I have now come to what is undoubtedly the most important problem on 
the agenda. The 1955 fiscal arrangements left the provinces complete freedom to 
collect their own taxes without having to suffer any discrimination. For the 
first time in our history, they granted to the provinces an cxclu ive share of 
the field of direct taxation; finally, they recognized explicitly the principle of 
equalization, a principle capable of permitting less well-endowed provinces to 
fulfill adequately their constitutional responsibilities. 

Undoubtedly those arrangements are not ideal, but I doubt whether under 
the present circumstances, when time is so short, we can improve upon them, 
at least in their general framework. However, if other governments, like the 
government of ::vir. Frost, have suggestions to make on this subject, we shall 
examine them attentively. As far as we are concerned, we wi h for the moment 
to formulate four concrete proposals which, we are sure, will contribute in 
considerable measure to improve certain aspects of the pre cnt arrangements 
and to ensure their rapid evolution in the direction sought by the government 
of the Province of Quebec. 

In the first place, we request the federal goYernment to withdraw completely 
from the field of succession duties which concern property and civil rights. This 
field of taxation should belong exclusively to the provinces. 

In the second place we propose that the equalization payment, be calcu
lated on the basis of the per capita yield of the personal and corporate income 
taxes in the province where such yield is highest. vVe propo e this change be
cause of the decrease in equalization payments which would be suffered by the 
less ,Yell-endowed provinces as the consequence of our fir t proposal concerning 
succession duties. 

As for the principle of equalization itself we hall oppose as firmly as 
possible any attempt to weaken its application. For many provinces the uncon
ditional equalization payments are an essential s~feguard of their financial and 
legislative autonomy. Without these payments, these provinces would have no 
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other choice but to request the federal government to assume responsibilities 
that are theirs, and this would inevitably lead us to an unacceptable 
centralization. 

As a third proposal, we suggest that the basis of calculation of the stabiliza
tion payments be carried from 95% to lO0o/o. This change would mean that in 
the future the revenue of a province derived from personal and •corporate 
income taxes, including equalization and stabilization payments, could not 
decrease from one year to another. 

In a country that is developing and enjoying prosperity, this guarantee 
would entail no additional outlays for the federal government. On the other 
hand, if the provinces, in particular those that are less well-endowed, do not 
obtain such a guarantee, they will find themselves, in a period of recession, 
obliged to reduce their expenditures. This would lead to a partial abandonment 
of their responsibilities, and such reductions would certainly not help economic 
recovery. 

And we now come to the rate of taxation which should be included in the 
new fiscal arrangements or, more precisely, to the zone of direct taxation that 
houlcl be reserved exclusively for the provinces. The present rates, expres eel 

in relation to federal taxes, are e tabli hed at 13% in the case of personal in
come tax, at 18% of corporate income tax, and at 50% of succe sion dutie . 

We do not intend to ent.er here into a detailed statement of the financial 
requirements of the Province of Quebec. ,ve would mention, however, that we 
mu t not only provide for the normal improvement of provincial services that 
the population i entitled to expect, but we must also make up for lost time, 
fill the gaps and start the work of rebuilding. The government of Quebec is 
particularly intcre ted in education at all its levels and in all sectors, and we 
hall haYc to clcYote considerable sums to this purpose. This is for us an urgent 

and vital need. 
But that is not all. We hall have to make many important improve

ment;; in our provisions for health and ocial security. We shall have to carry 
out a va t programme of road construction; to provide for the development 
and the rational utilization of our natural resources; to encourage industrial 
deYclopment; to stimulate the progress of agriculture in order that our farmer 
may haYc an adequate tandard of living. ,Ye shall also have to take into con
. ideration the urgrnt problems of our municipalities. 

A !though it is incomplete, gentlemen, this list of necessary reforms and 
,requirements is nevertheless impressive. Needless to say that this work of re
building, even if it is not completely accomplished at once, will require heavy 

,expenditure~ during the next few years and corresponding increases in revenue. 
We recognize that the Federal government must al o face grave responsi

bilitie that require enormous outlays. We know very well that in the end the 
money can come only from one source: from the taxpayer who already bears 
a heavy burden of taxation. 

Taking into account all these requirements and recognizing that under our 
con ti tution direct taxation is a joint field belonging to the two spheres of 
government, and the only one that the provinces can use-and I am as mag
nanimou a Mr. Frost was-,vc believe that the rates of taxation reserved 
exclu ively to the provinces must be increased to at least 25% of the present 
federal tax on per~onal and corporate incomes. It is on this point that my pro
posal differs from that of Mr. Frost, which is 50, 50, 50, whereas the one I put 
forward is 25, 25, 100 together with the continuation of equalization payments. 
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As for succession duties, we have already indicated that they should belong 
exclusively to the provinces. This proposal seems to us to be quite reasonable 
and, like Mr. Frost, we firmly hope that it shall be accepted. 

The four proposals that we have advanced would certainly result in an 
improvement of the present fiscal arrangements. When they have been accepted, 
we shall be in a better position to attack the fiscal problem in its long term 
perspective in an endeavour to try to find a permanent solution. 



APPENDIX "B" 

SUMMARY OP FEDERAL CONTRIBUTIONS TO THE PROVINCES AND CERTAIN PAYMENTS TO INSTITUTIONS AND INDIVIDUALS 
IN THE PROVINCES POR THll PISCAL YEARS 1949-50 TO 1960--61 

The statistical information for section A, unconditional grants , has been drawn from the public accounts of Canada. The information for section B, conditional 
grants, has been drawn for the fiscal years 1949-50 to 1952-53 from D.B.S. public!ltion "Financial Statistics of Provincial Governments" and from fiscal year 1953-54 
to 1957-58 from D .B.S. publication "Financial Statistics of the Government of Canada" which commenced publication for the former fiscal year. There are minor 
differences between the two publications occasioned by differing year-€nd adjustments, as the former puhlication is based on the public accounts of the provinces and 
the latter publication on the public accounts of Canada. The figures for 1958-59 are a compilation from the 1959 public accounts of Canada, The figures for 1959-60 and 
1960-61 are from various departmental sources and are preliminary. While the information is generally complete, in some cases no provincial distribution has been 
available and this has then been made on the basis of previous or anticipated e:rperience. 

The information in sections C and Dis drawn from the public accounts of Canada, departmental and agency sources. 

Federal unconditional and conditional payments to municipalities other than the grants in lieu of taxes on crown property have not been included in the following 
tables . These payments include such federal payments as payments to municipalities for railway grade separations, slum clearance, operation of municipal airports, otr. 

CANADA 

SUMMARY OF FEDERAL CONTRIBUTIONS TO THE PROVINCES AND CERTAIN PAYMENTS TO INSTITUTIONS Al<"l) INDIVID UALS 
IN THE PROVINCES FOR THE FISCAL YEARS 1949-50 TO 1960-61 

(thousands of dollars) 

Esti- Esti-
matC'd matrcl 

1949-50 1950-51 1951-52 1952-53 1953-54 1954-55 1955-56 1956-57 1957-58 1958-59 1959- 60 1960 01 Total 

A. Unconditional ~ants 
1. Statutory su sidies .... 19,169 18, 734 20,108 20,108 20,108 20,353 20,272 20,571 20,571 20,571 20,748 20,689 242,002 
2. Transitional grants 

(Nfld .) ....... .. ..... 6,500 6,500 6,500 5,650 4,800 3,950 3,100 2,250 1,400 1,050 700 350 42,750 
3. Tax rental (1) ••••••••••• 76,881 94,122 96,869 308,571 309 , 229 327,445 319,624 365,938 213,868 249,039 279,730 295,552 2,930,868 
4. Equalization ............ - - - - - - - - 135,978 143,438 182,985 178,464 640,865 
5. Stabilization ............ - - - - - -
6. 50 percent share of in-

- - 3,458 5,676 -2,315 - 6,819 

come tax on power 
utilities .............. 1,375 4,565 3,734 4,369 6,831 7,294 7,948 6,613 7,360 8,682 4,754 9,000 72,525 

7. Atlantic provinces ad-
justment grant ....... - - - - - - - - - 25,000 25,000 25,000 75, OOJ 

8. Term 29 award (Nfld .). - - - - - - - - - 13,550 7,300 7,650 28,50) 

Sub-total(') ........ 103,925 123,921 127,211 338,698 340,968 359,042 350,944 395,372 382,635 467,006 518,902 536,705 4,045,329 
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8, Conditional grants 
1. Agriculture ............ . 2,543 1,717 1,336 977 1,081 853 773 938 1,037 1,867 8,194 1,833 23,149 
2. Health ................. 13,094 18,970 24,708 27,259 29,477 32,017 33,700 36,438 34,596 46,097 46,004 40, 142 382,502 
3. Hospital insurance ..... . - - - - - - - - - 54,708 149,800 166,984 371,492 
4. Welfare ............... .. 90,808 103,623 84,522 22,205 23,194 24,177 29,517 38,353 48,149 73,736 86,949 90,310 715,543 
5. Vocational training etc .. 4,655 4,088 4,244 4,928 4,401 4,380 4,315 4,668 4,562 7,583 8,457 8,435 64,716 
6. Highways and trans-

326,288 portation .... .... .... . 311 7,116 14,002 13,373 13,806 18,507 16,503 26,909 50,943 53,652 58, 138 53,028 
7. Resource .development .. 4,024 - - 1,935 2,836 2,237 3,097 2,717 4,517 8,741 15,980 12,344 58,428 
8. Civil defence ...... . .... - - - 160 286 512 728 814 968 1,025 1,816 2,177 8,486 
9. Other ..... ... .... . ..... 313 14,031 840 103 25 386 496 137 72 663 7,952 13,727 38,745 

Sub-total. ......... 115,748 149,545 129,652 70,940 75,106 83,069 89, 129 110,974 144,844 248,072 383,290 388,980 1,989,349 

C. Payments for the benefit 
or provincial institutions. 

1. University grants ...... - - 6,993 5,117 5,246 5,392 5,529 16, 0-19 16,558 25,524 26,114 19,031 131,553 
2. Grants to municipalities 

in 1 icu of taxes on 
federal property .... .. 450 1,373 2,017 2,516 3,355 3,371 7,215 9,676 17,535 21,852 22,446 N.A. 91,806 

Sub-total. ........ 450 1,373 9,010 7,633 8,601 8,763 12,7-14 25,725 34,093 47,376 48,500 19,031 223,359 

D. Payments to individuals 
1. Old age security ........ - - 76,018 322,924 338,746 352,961 365,048 378,830 473,514 558,871 573,600 589,600 4,031,012 
2. Family allowances ..... 296,927 308,840 319,809 333,518 349,411 365,726 381,750 396,697 436,979 473,796 490,200 506,800 4,660,453 
3. Unemployment insur-

nncc benefits ......... 89,307 93,326 90,851 135,414 186,964 257,798 92,277 231,509 385,078 478,631 415,242 N.A. 2,456,397 

Sub-totnl. ... . .... 386,234 402,166 486,678 791,856 875,121 976,485 839,975 1,007,036 1,295,571 1,511,298 1,479,042 1,096,400 11,147,802 

TOTAL(•) ....... 607,357 677,005 752,5511,209,1271,299,796 1,427,359 1,292,792 1,539,107 1,857,143 2,273,752 2,429,79-1 2,041,110 17,405,899 

( 1) The recovery of the overpayments under the 1952 agreement for the fiscal yenrs 1957-58 to 1961-62 has not been deducted from the taY rental payments for these 
11ro\'inccs: Newfoundland $102,315 per annum; Prince Edwo.rd Island $228,221 per annum; New Brunswick $182,201 per annum; Manitoba $209,938 per annum and Sas-
katchcwan $304,180 per annum . 

in 
( 1) Excludes the vnlue of abatements in Ontario and Quebec estimated at $157.4 million in 1956-57; $275.6 million in 1957-58; $275.1 million in 1958-59; $209.6 million 

1959--C,O; and $332.0 million in 196(Hil. 

N.A.=not available. 
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1. NEWFOUNDLAND-1949-61 

c.:, 
0, 

(in thousands of dollars) 

Esti- Esti-
mated mated 

1949-50 1950-51 1951-52 1952-53 1953-54 1954--55 1955-56 1956-57 1957-58 1958- 59 1959-60 1960-61 Total 

A. Unconditional grants b 
0 

1. Statutory subsidies ..... 1,925 1,540 1,569 1,569 1,569 1,569 1,569 1,569 1,569 1,569 1,569 1,569 19,155 ~ 2. Transitional rant ...... 6,500 6,500 6,500 5,650 4,800 3,950 3,100 2,250 1,400 1,050 700 350 42,750 
~ 3. Tax rental (1 .......... 4,860 7,220 7,733 12,789 11,825 12,547 12,484 13,805 4,449 4,737 5,725 5,784 103,958 

4. Equalization ........... - - - - - - - - 11,579 12,155 14,292 14,738 52,764 ..... 
5. Stabilization ........... - - - - - - - - - - - - - 0 
6. 50 per cent share of in- f come tax on power 

utilities .............. - - 62 98 161 190 208 214 247 286 177 296 1,939 
7. Atlantic provinces ad- >,:i 

justrnent grant ....... - - - - - - - - - 7,500 7,500 7,500 22,500 ~ 
8. Term 29 award ......... - - - - - - - - - 13,550 7,300 7,650 28,500 0 

Sub-total.. ........ 13,285 15,260 15,864 20,106 18,355 18,256 17,361 17,838 19,244 40,847 37,263 37,887 271,566 ~ 
Q 

B. Conditional grants ~ 
1. Agriculture ............. - - - - 8 33 81 130 137 171 152 160 872 t-< 2. Health ................. 390 980 729 835 857 824 1,011 1,026 1,095 885 1,005 1,629 11,266 
3. Hospital insurance ...... - - - - - - - - - 2,858 4,700 4,977 12,535 Q 
4. Wellare ................. 1,468 4,719 3,224 952 1,019 1,020 1,126 3,716 3,456 5,266 5,712 5,532 37,210 0 
5. Vocational training, etc. - 47 63 90 84 414 142 400 385 182 215 513 2,541 

~ 6. Highways and trans-
portation ............ - 958 999 527 877 2,018 2,240 1,171 861 4,760 4,483 7,551 20,445 

7. Resource development .. - - - - - - 647 66 56 165 616 497 2,047 ~ 
8. Civil defence., ... , ..... - - - - 3 21 31 33 14 25 34 50 211 t."J 
9. Other .................. - - - - - - - 25 - 75 25 57 182 ~ 

Sub-total.. ........ 1,858 6,704 5,015 2,404 2,848 4,330 5,278 6,573 6,004 14,387 16,942 20,966 93,309 
Q 
t."J 

C. Payments for the benefit 
of provincial institutions 

1. University grants ...... 
2. Grants to municipalities 

- - 181 187 192 199 206 415 426 657 674 690 3,827 

in lieu of taxes on 
federal property ...... - - 15 48 17 - 47 - 33 133 76 N.A. 369 

Sub-total. ......... - - 196 235 209 199 253 415 459 790 750 690 4,196 



00 ..., .... ..., 
C,> 

,!.. 

I .... 
0 

D. Payments to individuals 
1. Old age security ........ - - 1,697 6,996 7,243 7,460 7,599 7,738 9,491 11,013 11,200 11,500 81,937 
2. Family allowances ..... 9,747 10,224 10,614 11,039 11,498 11,968 12,415 12,881 14,131 15,163 15,600 16,100 151,380 
3. Unemployment insur-

ance benefits ......... 3,291 4,042 2,257 3,553 5,877 7,532 3,261 9,896 15,189 17,860 16,576 N.A. 89,334 

Sub-total.. ........ 13,038 14,266 14,568 21,588 24,618 26,960 23,275 30,515 38,811 44,036 43,376 27,600 322,651 

TOTAL ....... 28,181 36,230 35,643 44,333 46,030 49,745 46,167 55,341 64,518 100,060 98,331 87,143 691,722 

(1) The recovery of the overpayment under the 1952 agreement which amounts to some $102,315 per nnnum for fiscal years 1957-58 to 1961-62 has not been deducted 
from the tax rental payments for those above years to which the deduction applies. 

N .A.= not available. ~ 
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2. PRINCE EWDARD ISLAND-1949-61 en 

(in thousands of dollars) 

Esti- Esti-
mated mated 

1949-50 1950-51 1951-52 1952-53 1953-54 1954--55 1955-56 1956-57 1957-58 1958-59 1959-60 1960-61 Total 

A. Unconditional grants 
l::J a 

1. Statutory subsidies ..... 657 657 657 657 657 657 657 657 657 657 657 657 7,884 ~ 2. Tax rental(') ............ 1,746 2,076 2,156 3,951 3,657 3,913 3,671 3,073 769 785 1,544 1,254 28,605 
~ 3. Equalization . . .......... - - - - - - - 2,955 3,074 3,005 3,341 12,375 

4. Stabilization ............ - - - - - - - - 412 418 -159 - 671 ..... 
5. 50 per cent share of 0 

mcome tax on power f utilities .............. - 13 19 23 30 43 52 36 52 49 36 51 404 
6. Atlantic provinces ad- ~ justment grant ....... - - - - - - - - 2,500 2,500 2,500 2,500 7,500 l;lj 

Sub-total. ......... 2,403 2,746 2,832 4,631 4,344 4,613 4,390 3,766 4, 84.5 7,483 7,583 7,803 57,439 0 
~ 

B. Conditional grants ~ 
Q 

1. Agriculture ........... . . 26 24 31 34 35 34 39 38 39 56 73 74 503 

~ 2. Health ...... . .......... 187 216 237 234 224 276 357 300 335 436 354 367 3,523 
3. Hospital insurance ... ... - - - - - - - - - - 400 885 1,285 
4. Weliare ................. 905 988 791 93 114 128 190 305 366 475 504 519 5,378 Q 5. Vocational training, etc. 36 41 38 30 149 53 51 33 62 111 171 60 835 a 6. Highways and trans-

~ portation ............. - 134 400 429 112 23 528 434 1,233 535 947 600 5,375 
7. Resource development . . - - - 7 10 14 15 15 17 21 1,037 1,041 2,177 

~ 8. Civil defence ........... - - - - - - - - - 1 16 21 38 
9. Other .................. - - 7 - - - - - - 1 1 2 11 t:i;i 

Sub-total. .... .. ... 1,154 , 1,403 1,504 827 644 528 1,180 1,125 2,052 1,636 3,503 3,569 19,125 ~ 
Q 
t:i;i 

C. Payments for the benefit of 
provincial institutions 

1. University grants .... . .. - - 49 52 53 53 54 99 99 150 153 155 917 
2. Grants to municipalities 

in lieu of taxes on 
federal government 
property ............. - '- - - - - 26 58 76 89 113 N.A. 362 

Sub-total. ......... - - 49 52 53 53 80 157 175 239 266 155 1,279 
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D. Payments to individuals 
1. Old age security ...... . . - - 755 3,156 3,204 3,262 3,314 3,371 4,140 4,810 4,800 4,900 35,712 
2. Family allowances ...... 2,411 2,467 2,496 2,523 2,558 2,591 2,622 2,641 2,824 2,994 3,100 3,200 32,427 
3. Unemployment Insur-

ance benefit.s .. ....... 605 582 555 755 1,085 1,284 451 1,601 2,505 3,057 3,222 N.A. 15,602 

Sub-total. ......... 2,916 3,049 3,806 6,434 6,847 7,137 6,387 7,613 9,469 10,861 11,122 8,100 83,741 

TOTAL ....... 6,473 7,198 8,191 11,944 11,888 12,331 12,037 12,661 16,541 20,210 22,474 19,627 161,584 

( 1) The recovery of the overpayment under the 1952 agreement which amounts to some $228,221 per annum for .fiscal years 1957-58 to 1061-62 has not been deducted 
from tho tax rental paymt'nts for those above years to which the deduction applies. 

N.A.=not available. ~ 
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3. NOVA SCOTIA-194!Hll 
~ 
0 

(in thousands of dollars) 

Esti- Esti-
mated mated 

1949-50 1950-51 1951-52 1952-53 1953-54 1954--55 1955-56 1956-57 1957-58 1958-59 1959-60 1960-61 Total ---
A. Unconditional grants 

t, 
0 

1. Statutory subsidies ..... 2,005 2,005 2,057 2,057 2,057 2,057 2,057 2,057 2,057 2,057 2,057 2,057 24,580 ~ 2. Tax rental. ............. 9,631 11,367 12,541 20,310 19,509 20,475 19,856 22,333 9,032 11,824 11,280 11,981 180,139 
3. Equalization ... ......... - - - - - - - - 17,375 15,575 20,665 20,273 73,888 ~ 4. Stabilization ............ - - - - - - - - - - - - -
5. 50percentshareofincome 0 

tax on power utilities. 125 200 138 173 279 300 356 238 401 460 233 477 3,380 r 6. Atlantic provinces ad-
j ustmen t grant ....... - - - - - - - - - 7,500 7,500 7,500 22,500 

~ Sub-total .......... 11, 761 13,572 14,736 22,540 21,845 22,832 22,269 24,628 28,865 37,416 41, 735 42,828 304,487 0 

B. Conditional grants ~ 
~ 1. Agriculture ............. 1,370 564 295 73 70 76 72 62 93 128 132 132 3,067 Q 

2. Health ................. 412 715 1,286 1,120 1,530 1,556 1,565 1,719 1,855 1,910 1,360 2,327 17,355 

~ 3. Hospital insurance ...... - - - - - - - - - 1,573 8,100 8,901 18,574 
4. Welfare ................. 5,814 6,832 5,458 l, 147 1,279 1,325 1,560 1,573 2,127 2,961 3,416 3,286 36,778 
5. Vocational training, etc .. 200 213 249 273 274 375 399 420 452 488 516 634 4,493 

Q 6. Highways and trans-
portation ............. 32 - - - - 76 636 951 3,532 2,938 4,659 3,313 16, 137 0 

7. Resource development .. - - - - 24 88 123 64 51 lll 1,159 1,110 2,730 ~ 8. Civil defence ...... ..... - - - - 4 18 31 25 39 49 ll0 110 386 
9. Other .................. 10 - 7 3 5 5 5 5 5 6 355 770 1,176 t_,,;j 

~ 
Sub-total.. .. . .. ... 7,838 8,324 7,295 2,616 3,186 3,519 4,391 4,819 8,154 10,164 19,807 20,583 100,696 t_,,;j 

~ 
C. Payments for the benefit 

Q 

of provincial institutions 
t_,,;j 

1. University grants ..... .. - - 321 327 332 337 342 695 702 1,065 1,074 1,083 6,278 
2. Grants to municipalities 

in lieu of taxes on 
federal government 
property .. ........... - 233 325 384 463 594 l, 061 1,194 1,892 1,922 2,138 N.A. 10,206 

Sub-total. ........... - 233 646 7ll 795 931 1,403 1,889 2,594 2,987 3,212 1,083 16,484 



D. Payments to individuals 
1. Old age security .. .. . ... - - 4,124 17,259 17,702 18 , 150 
2. Family allowances ...... 15,292 15,660 15,950 16,297 16,716 17,148 
3. Unemployment Insur-

ance benefits .... . .... 5,268 5,361 4,382 6,444 9,690 11,682 

Sub-total. ... ... .. . 20,560 21,021 24,456 40,000 44,108 46,980 

TOTAL ... .. .. 40,159 43,150 47,133 65,867 69,934 74 , 262 

N .A. =not available. 

18 ,411 18 ,706 23,008 26,780 
17,597 17, 973 19,400 20,560 

6,652 11,055 17,146 23,089 

40,660 47, 734 59 , 654 70,429 

68,723 79,070 99,167 120,996 

27, 000 27,800 
20, 900 21,600 

20,438 N.A. 

68,338 49,4-00 

133,092 113 , 354 

198, 940 
216,093 

119,207 

533,240 

954,907 
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4. NEWZBR UNSWICK-194!Hll 

~ 
t,.:> 

(in thousands or dollars) 

Esti- Esti-
mated mated 

1949-50 1950-51 1951-52 1952-53 1953-54 1954---55 1955-56 1956-57 1957-58 1958- 59 1959-60 1960-61 Total 

A. Unconditional grants 
b 
a 

1. Statutory subsidies ..... 1,632 1,632 1,679 1,679 1,679 1,679 1,679 1,679 1,679 1,679 1,679 1,679 20,054 ~ 2. Tax rental(') ........... . 7,618 10, 131 9,432 17,516 16,178 17,047 16,630 17,807 12,609 13 , 613 9,433 9,426 157,440 
~ 3. Equalization .... . ... . . . . - - - - - - - - 8,645 8,651 16,865 17,293 51,454 

4. Stabilization . . .... .. . ... - - - - - - - - - - - - - ...... 
5. 50 per cent share or in- a 

come tax power r utilities ............. 25 264 164 187 283 216 208 228 220 202 101 209 2,307 
6. Atlantic provinces ad-

justment grant . ...... - - - - - - - - - 7,500 7,500 7,500 22,500 ~ 
Sub-total.. ..... . .. 9,275 12,027 11,275 19,382 18,140 18,942 18,517 19, 714 23,153 31,645 35,578 36,107 253, 755 0 

~ 

B. Conditional grants ~ 
1. Agriculture ............. 108 76 89 60 60 60 51 53 51 94 127 126 955 

Q 

2. Health ................ . 636 565 1,104 l, 172 1,543 1,472 1,296 1,926 1,813 1,732 1,587 1,766 16,612 ~ 3. Hospital insurance .. . . .. - - - - - - - - - - 4,400 6,496 10,896 
4. Weirare ................. 4,873 5,720 4,674 1,388 1,512 1,556 1,784 1,848 2,332 2,934 a, 120 3,197 34,938 

Q 5. Vocational training. etc. 550 233 276 218 228 253 234 248 278 358 400 945 4,221 
6. Highways and trans- a 

portation ............. - - 1,110 649 284 511 1,286 3,982 3,977 11,682 8,258 7,448 39,187 ~ 
7. Resource development .. - - - 305 1,012 333 333 664 1,074 582 966 1,263 6,532 ~ 8. Civil defence ........... - - - - - 13 13 21 34 38 85 85 289 
9. Other ............. . .... - 16 27 1 - - - - - 63 260 460 827 ~ 

t."'1 
Sub-total_ ......... 6,167 6,610 7,280 3,793 4,639 4,198 4,997 8,742 9,559 17,483 19,203 21,786 114,457 ~ 

Q 

C. Payments for the benefit or t."'1 
provincial institutions 

1. University grants ....... - - 258 263 268 274 279 555 565 866 885 905 5,118 
2. Grants to muniripalities 

in lieu or taxes on 
federal government 

N.A. property . ... . ...... .. ::.... 78 116 175 213 219 563 494 781 926 904 4,469 

Sub-total. ......... - 78 374 438 481 493 842 1,049 1,346 1,792 1,789 005 9,587 



D. Payments to individuals 
1. Old sge security .... .... - - 2,935 12,255 12,607 12,946 12, 246 13,528 16,748 19 , 584 19,900 20,500 144,249 
2. Family allowances . . .... 13,375 13,708 13,893 14,288 14,701 15,073 15,452 15,779 17,075 18,202 18,600 19 , 200 189,346 
3. Unemployment insur-

ance benefits .. . ...... 4,389 4,327 3,374 6,667 9,110 11,145 4,553 12,680 19, 891 22,271 19,610 N .A. 118,017 

Sub-total. .... . .... 17,764 18,035 20,202 33, 2IO 36,418 39,164 33, 251 41 , 987 53,714 60,057 58,110 39, 700 451,612 

T OTAL .. . .... 33,206 36, 750 39,131 56,823 59,678 62,797 57,607 71,492 87,772 110,977 114,680 98,498 829,411 

( 1) The recovery of the overpayment under the 1952 agreement which amounts to some $182,201 per annum for fiscal years 1957- 58 to 1961- 62 has not been deducted 
from the tax rental payments for those above years to which the deduction applies. 

N .A. =not available. ~ 
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5. Q UEBEG--1949-61 

(in thousands of dollars) 

Esti- Esti-
mated mated tJ 1949-50 1950-51 1951-52 1952--53 1953-54 1954-55 1955-56 1956-57 1957-58 1958-59 1959-60 1960-61 Total a 

A. Unconditional grants ~ 1. Statutory subsidies ..... 2,867 2,867 3,301 3,301 3,301 3,301 3,301 3,301 3,301 3,301 3,301 3,301 38,744 
2. Tax rental. ............. - - - - - - - - - - - - - a 
3. Equalization ........... - - - - - - - - 43,060 55,004 68,631 62,735 229,430 f 4. Stabilization .. . ........ - - - - - - - - - - - - -
5. 50 per cent share of 

income tax on power ;g 
utilities .............. - 1,247 559 910 2,120 1,661 1,009 1,186 1,675 2,281 1,504 2,365 16,517 a 

Sub-total. ......... 2,867 4,114 3,860 4,211 5,421 4,962 4,310 4,487 48,036 60,586 73,436 68,401 284,691 's::::l 

~ 
B. Conditional grants C".) 

1. Agriculture ............. 616 632 638 529 639 424 305 350 278 783 786 790 6,770 ~ 
2. Health ................. 2,434 6,047 7,201 7,496 9,635 9,653 10,137 10,291 8,332 15,874 13,231 10,009 110,400 t'-4 
3. Hospital insurance ...... - - - - - - - - - - - - -
4. Welfare ................. 23,643 25,909 21,107 8,024 8,245 8,422 10,955 11,746 16,069 20,457 28,300 32,919 215,796 C".) 
5. Vocational training, etc .. 943 1,147 1,062 987 923 649 648 648 5 - - - 7,012 a 
6. Highways and trans- ~ portation ............ - - 123 32 128 17 - 445 99 440 2,016 1,453 4,753 
7. Resource development .. - - - - 9 21 - 64 16 109 125 412 756 l'.l;:I 
8. Civil defence ........... - - - - - - - - - - - - - ~ 
9. Other .................. - 1,219 - - - - - - - 22 1,526 3,215 5,982 t,'tj 

Sub-total. ......... 27,636 34,954 30,191 17,068 19,579 19,186 22,045 23,544 24,799 37,685 45,984 48,798 351,469 
'.<: 
C".) 
t,'tj 

C. Payments £or the benefit 
of provincial institutions 

1. University grants ....... - - 2,028 - - - - 4,628 4,758 7,326 7,499 - 26,239 
2. Grants to municipalities 

in lieu of taxes on 
federal property , ..... - 53 15 40 139 310 886 1,170 2,424 2,769 3,958 N.A. 11,764 

Sub-total. ......... - 53 2,043 40 139 310 886 5,798 7,182 10,095 11,457 - 38,003 



00 
D. Payments to individuals 

_, 1. 0 Id age security ........ - - 16,580 69,570 72,033 74,725 .... 
2. Family allowances ...... 95,902 09,558 102,884 107,084 111,441 116, 057 _, 

"' 3. Unemployment in-sur-,:... 
I ancc benefits ... . ..... 29, 771 32,494 29,531 47,042 66,005 83,564 

.... .... Sub-total. ......... 125,673 132,052 148,995 223,696 249,479 274,346 

TOTAL ....... 156,176 171,173 185,089 245,015 274,618 298 ,804 

N .A.=not available . 

77,111 79 ,651 99,490 116,993 
120,390 124 ,368 136,081 146,278 

32,534 78,240 121,861 157,790 

230,035 282,259 357,432 421,061 

257,276 316,088 437,449 629,427 

120, 000 123,300 
150,600 155,700 

134,201 N.A. 

404,801 279,000 

535,678 396, 199 

849,453 
1,466,343 

813,033 

3,128,829 

3,802,992 
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6. ONTARI0-1949-411 

(in thousands of dollars) 

Esti- Esti-
mated mated 

1949-50 1950-51 1951- 52 1952--53 1953- 54 1954-55 1955-56 1956-57 1957-58 1958-59 1959-60 1960-61 Total 
0 

~ Unconditional grants 
a 
~ l. Statutory subsidies ..... 3,155 3,155 3,641 3,641 3,641 3,641 3,641 3,641 3,641 3,641 3,641 3,641 42,720 ....... 

2. Tax rental. ............. - - - 123,327 134,448 142,747 138,345 160,558 74,379 93,322 106,211 117,558 1,090,895 ~ 3. Equalization . ........ .. - - - - - - - - - - - - -
4. Stabilization ........... - - - - - - - - - - - - - a 
5. 50 per cent share of in- r come tax on power 

utilities .............. - 815 630 474 1,097 1,342 1,574 1,428 1,333 1, 590 1,043 1,648 12,974 ;g 
Sub-total.. ........ 3,165 3,970 4,271 127,442 139,186 147,730 143,560 165,627 79,353 98,553 110,895 122,847 1,146,589 0 

"<::! 
B. Conditional grants ~ 

1. Agriculture ............. 131 86 69 62 63 44 52 63 91 92 115 117 986 Q 
2. Health ................. 4,332 4,569 6,883 8,857 7,492 8,300 9,278 10,606 9,955 11,930 15,049 13,823 111,974 ~ 3. Hospital insurance ...... - - - - - - - - - 13 , 140 71,000 78,724 162,864 
4. Weliare ................ 28,643 30,895 24,753 5,219 5,328 5,856 7,243 7,134 11 , 173 20,404 24,130 21,784 102,562 t-, 
5. Vocational training, etc. 1,415 1,146 1,325 2,017 1,404 1,367 1,342 1,234 703 3,066 2,873 2,821 20,803 Q 6. Highways and trans- 0 portation . ... ........ - 2,790 5,068 4,104 2,692 6,583 3.366 5,184 12,927 16,579 16,375 11,770 87,438 

~ 7. Resource development . . - - - 431 544 502 944 850 1,237 2,925 3,603 2,121 13 , 157 
8. Civil defence . .... . . .... - - - - 27 85 191 348 451 449 693 793 3,037 t",l 9. Other .................. 24 3 415 14 - 357 461 27 27 222 2,685 4,190 8,425 

~ 
Sub-total. ... .- .. ... 34,545 39,489 38,513 20,704 17,640 23,094 22,877 25,446 36,564 68,807 137,423 136,143 601,246 t",l 

~ 
Q 

C. Payments for the benefit I t",l 
of provincial institutions 

1. University grants ...... - - 2,299 2,383 2,449 2,523 2,692 5,405 6,622 8,705 8,928 9,152 50,058 
2. Grants to municipalities 

in lieu of taxes on 
federal property ..... 450 782 1,406 1,639 2,236 2,016 3,994 4,762 8,166 9,821 0,771 N.A. 45,043 

Sub-total. ......... 450 782 3,705 , 4,022 4,685 4,639 6,686 10,167 13,788 18,626 18 ,699 9,152 95, 101 

j 



00 
D. Payments to individuals 

_, 1. Old age security .. ...... - - 28,195 120,083 125,775 ,_. _, 2. Family allowances ..... 84,941 89,035 93,207 98,304 104,410 
c.., 3. Unemployment insur-,:... 
I ance benefits ......... 22,329 21,671 26,612 37,854 51,763 

,_. ,_. 
Sub-total. ...... · ... 107,270 110,706 148,014 256,241 281,948 .... 

TOTAL ....... 145,420 154,947 194,503 408,409 443,459 

N.A.=not available. 

130,296 134,644 138, 793 172,804 203,257 
110,492 116,604 122,539 136,706 150, 186 

87,685 27,877 66,014 120,719 149,130 

328,473 279,125 327,346 430,229 502,573 

503,836 452,148 528,586 559,934 688,459 

208,200 214,000 
156,700 162,000 

130,829 N.A. 

495,729 376,000 

762,746 644,142 

1,476,047 
1,425,124 

742,483 

3,643,654 

5,'186, 589 

ij 
0 
~ 
'-3 
0 
"'ii 

;g 
0 

~ 
~ 
~ 

s 



,-
~ 
00 

7. MANITOBA-1949-61 

(in thousands of dollars) 

Esti- Esti-
mated mated 

1949-50 1950--51 1951-52 1952-53 1953-54 1954-55 1955-56 1956-57 1957-58 1958-59 1959-60 196o--61 Total 
b 
0 

A. Unconditional grants ~ 1. Statutory subsidies ..... 1,767 1,750 1,755 1,755 1,755 1,852 1,820 2,032 2,032 2,032 2,065 2,054 22,669 
2. Tax rental (1) .......... 10,743 13,981 14,568 26,036 25,039 26,201 25,656 27,889 18,418 20,688 26,472 25,859 261,550 ~ 3. Equalization .. ......... - - - - - - - - 13,932 12,889 12,980 14,197 53,998 0 4. Stabilization ........... - - - - - - - - - - - - - r 5. 50 percent share of in-

come ta:i: on power 
utilities ............. 225 225 331 383 569 28 114 51 61 46 20 48 2,101 "ti 

Sub-total . . ........ 12,735 16,956 16,654 28,174 27,363 28,081 27,590 29,972 34,443 35,655 41,537 
~ 

42,158 340,318 0 
~ 

B . Conditional grants ~ 
1. Agriculture .... . ........ - 4 2 7 79 36 22 108 156 157 1,696 187 2,454 Q 
2. Health ................. 821 1,052 1,084 1,361 1,737 2,052 2,199 2,676 2,241 2,437 2,288 2,067 22,016 s: 3. Hospital insurance ...... - - - - - - - - - 7,148 12,000 12, 742 31,890 t-; 4. Welfare . ............... 5,764 6,189 4,896 1,190 1,260 1,275 1,437 2,213 2,623 3,767 4,615 4,566 39,695 
5. Vocational training, etc. 332 281 273 246 257 196 366 262 362 314 405 425 3,719 Q 
6. Highways and transpor- 0 

tation .. . ...... .. . .. . 279 340 772 1,060 1,530 2,097 1,382 3,124 2,747 1,820 2,033 1,858 19,042 
~ 7. Resource development .. - - - 66 138 126 196 78 316 489 1,497 1,286 4,192 

8. Civil defence ... ..... . .. - - - 16 25 26 37 32 33 61 112 162 494 l"sl 9. O.her ..... . ............ 7 12,500 43 48 - - - 18 - 69 466 845 13,996 ~ 
Sub-total . • ... . .... 7,203 20,366 7,070 3,994 5,026 5,808 5,639 8,511 8,378 16,262 25,112 24,128 137,497 ~ 

Q 
C. Payments for the benefit of l:r;j 

provincial institutions 
1. University grants .. .. . . 
2. Grants to municipalities 

- - 388 399 405 414 425 850 860 1,305 1,328 1,350 7,724 

in lieu of taxes on fed-
eral property . .....•. - 21 17 64 39 14 63 788 1,040 1,545 1,259 N.A. 4,850 

Sub-total.. ........ - 21 405 463 444 428 488 1,638 1,900 2,850 2,587 1,350 12,574 

j 



D. Payments to individuals 
1. Old age security ........ - - 4,457 19,020 20,053 21,051 21,953 22,842 28,562 34,030 35,100 36,100 243,168 
2. Family allowances._ ... 15,669 16,236 16, 703 17,284 17,980 18,705 19,419 19,889 21,521 23,092 23,700 24,500 234,698 
3. Unemployment insur-

ance benefits ........ 4,221 5,217 4,831 6,263 8,226 11,200 3,961 10,571 15,040 17,589 15,657 N.A. 102,776 

Sub-total .......... 19,890 21,453 25,991 42,567 46,259 50,956 45,333 53,302 65,123 74,711 74,457 60,600 580,642 

TOTAL ....... 39,828 57,796 50,120 75,198 79,092 85,273 79,050 93,423 109,844 129,478 143,693 128,236 1,071,031 

( 1) The recovery of the overpayment under the 1952 agreement which amounts to some $209,938 per annum for fiscal years 1957-58 to 1961-62 has not been deducted 
from the tax rental payments for those above years to which the deduction applies. 

N .A. = not available. 
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8. SASKATCHEWAN-194!HH 

(in thousands or dollars) 

Esti- Esti-
mated mated 

1949-50 1950-51 1951-52 1952-53 1953-54 1954--55 1955-56 1956-57 1957-58 1958-59 1959-60 1900-61 Total 
\:::1 
C) 

A. Unconditional grants 
ES 1. Statutory subsidies .. . .. 2,072 2,062 2,041 2,041 2, 041 2,088 2,072 2,080 2,080 2,080 2,098 2,092 24,847 

2. Tax rental (1) ........... 12,605 15,416 16,513 26,121 25,254 26,647 25,986 27,432 13,874 14,399 20,052 18,977 243,276 2S 3. Equalization ..... . ...... - - - - - - - - 19,197 19,862 20,180 21,487 80,726 0 . 4. Stabilization .... ..... . . - - - - - - - - - - - - - r 5. 50 per cent share of in-
come tax on power 
utilities ... . ... ....... 25 43 33 31 43 44 47 50 66 96 51 100 629 ~ 

Sub-total. ......... 14,702 17,521 18,587 28,193 27,338 28,779 28,105 29,562 35,217 36,437 42,381 43,656 349,478 a 
-.:::! 

B. Conditional grants ~ 
1. ~riculture ............. 29 32 33 37 30 33 47 30 55 186 3,246 56 3,814 Q 
2. Health ................. 1,430 1,470 1,628 1,728 1,951 2,588 2,845 2,095 2,275 3,101 2,598 2,433 26,142 

...... . 
;:i... 3. Hospital insurance . ... .. - - - - - - - - - 8,430 13,500 16,099 38,029 ~ 4. Welfare .... . ............ 5,518 5,970 4,812 1,116 1,156 1,239 1,463 2,199 2,577 3,813 4,227 4,135 38,225 

5. Vocational training, etc .. 535 405 414 341 243 327 310 340 216 446 1,593 717 5,887 a 
6. Highways and trans- C) 

portation ............ - 341 1,021 1,704 2,058 1,997 2,001 2,919 3,351 329 185 330 16,236 

~ 7. Resource development .. - - - 75 86 96 89 49 419 1,116 1,820 1,292 5,042 
8. Civil defence ........... - - - 29 34 43 39 49 43 51 121 121 530 
9. Other .................. 9 130 138 - - 4 10 42 10 45 334 667 1,389 ~ 

Sub-total. ......... 7,521 8,348 8,046 5,030 5,558 6,327 6,804 7,723 8,946 17,617 27,624 26,850 135,294 
t>;1 
~ 
Q 

C. Payments for the benefit t>;1 
of provincial institutions 

1. University grants .. ... .. - - 416 422 431 439 
2. Grants to municipalities 

445 881 879 1,332 1,353 1,374 7,972 

in lieu of taxes on 
federal property .... .. - 34 16 12 7 19 50 284 625 726 747 N.A. 2,620 

Sub-total. ......... - 34 432 434 438 458 495 1,165 1,504 2,058 2,100 1,374 10,492 

j 



D . Payments to individuals 
1. Old age security ........ - - 4,399 19,037 20,111 21,203 22,331 23,335 29,420 35,100 36,000 37,000 247,936 
2. Family allowances ..... . 18,954 19,237 19,425 19, 723 20,245 20,895 21,401 21,645 23,242 24,789 25,300 26,200 261,056 
3. Unemployment insur-

ance benefits ......... 2,552 2,957 2,466 2,937 4,008 6,629 2,608 7,431 10,381 12,416 12,155 N.A. 66,540 

Sub-total. ......... 21,506 22,194 26,290 41,697 44,364 48,727 46,340 52,411 63,043 72,305 73,455 63,200 575,532 

TOTAL ....... 43,729 48,097 53,355 75,354 77,698 84,291 81,744 90,861 108,710 128,317 145,560 133,080 1,070,796 

( 1) Tbe recovery of the overpayment under the 1952 agreement which amounts to some $304,180 per annum for fiscal years 1957-58 to 1961-62 bas not been deducted 
from the tax rental payments for those above years to which the deduction applies. 

N .A. =not available. 
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9. ALBERTA-1949-61 

(in thousands of dollars) 

Esti- Esti-
mated mated 

1949-50 1950-51 1951-52 1952-53 1953-54 1954-55 1955--56 1956--57 1957-58 1958-59 1959-60 196D-61 Total 

b 
A. Unconditional grants 0 

1. Statutory subsidies ..... 2,086 2,063 2,127 2,127 2,127 2,228 2,195 2,274 2,274 2,274 2,400 2,358 26,533 ~ 
2. Tax rental .............. 11,889 14,765 14, 799 32,322 29,803 31,816 31,593 37,311 28,892 38,350 40,261 41,459 353,260 

~ 3. Equalization ........... - - - - - - - - 14,744 7,991 15,109 15,781 53,025 
4. Stabilization ........... - - - - - - - - - - - - - 0 
5. 50 per cent share of in- r come tax on power 

utilities .............. 425 767 793 991 1,396 1,658 1,958 1,767 1,980 2,216 1,239 2,297 17,487 

~ Sub-total. ......... 14,400 17,595 17,719 35,440 33,326 35,702 35,746 41,352 47,890 50,831 59,009 61,895 450,905 
0 

B. Conditional grants ~ 
1. Agriculture ............. 218 241 121 99 46 65 60 66 07 68 1,644 73 2,768 Q 
2. Health ................. 1,274 1,600 1,737 2,411 1,841 2,313 2,562 2,589 2,888 3,525 3,503 2,544 28,787 ~ 3. Hospital insurance ...... - - - - - - - - - 8,775 15,600 16, 717 41,092 
4. Welfare ................ 4,904 5,924 6,241 1,211 1,243 1,310 1,685 1,648 2,148 4,487 4,615 4,573 39,989 
5. Vocational training, etc. 261 321 311 483 459 470 495 528 I.380 1,645 893 848 8,094 Q 
6. Highways and trans- 0 

portation ............ - 15 814 1,270 2.748 1,806 1,627 2,019 5,398 2,229 1,908 335 20,169 ~ 7. Resource development .. - - - 166 82 55 29 21 184 476 1,907 1,315 4,235 
8. Civil defence ........... - - - - 85 119 172 119 142 126 295 395 1,453 t.:i;j 
9. Other .................. 62 11 - 12 IO 10 10 IO 20 12 1,377 2,167 3,701 ~ 

Sub-total. ......... 6,719 8,112 9,224 5,652 6,514 6,148 6,640 7,000 12,227 21,343 31,742 28,967 150,288 ~ 
~ 

C. Payments (or the benefit 
of provincial institutions 

1. University grants ....... - - 470 485 501 520 533 1,123 I, 160 1,802 1,865 1,028 10,387 
2. Grants to municipalities 

in lieu or taxes on 
federal property ..... - 94 2 65 93 76 252 330 I.045 1,676 1,605 N.A. 5,238 

Sub-total. ......... - 94 472 550 594 5% 785 1,453 2,205 3,478 3,470 1,928 15,625 



D. Payments to individuals 
I. 0 Id age security· ... . .... - - 4,333 18, 745 20,138 
2. Family allowances .. .. . 19,822 20,762 21,573 22,576 23,958 
3. Unemployment insur-

ance benefits . .. . .... . 3,158 4,128 3,628 4,929 8,200 

Sub-total. ... . . ... . 22,980 24,890 29,534 46, 250 52,296 

TOTAL ....... 44,099 50,691 56,949 87 ,892 92,730 

N.A.=not available. 

21,418 22. 682 23,942 30,443 
25,391 26, 753 27,953 31,030 

11,956 4,533 10,174 17,410 

58,765 53,968 62,069 78 ,883 

101,211 97,139 111 ,874 141,205 

36, 535 38, 200 39,300 
34,123 35,700 36,900 

20,826 19 , 029 N.A. 

91,484 92, 929 76,200 

167,136 187, 150 168,990 

255,736 
326,541 

107,971 

600,248 

1, 307 ,066 

~ 

~ 
0 
~ 
1-3 
0 
~ 

~ 
0 
Q 

~ 
b 
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~ 
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10. BRITISH COLUMBIA-1949-61 

(in thousands or dollars) 

Esti- Esti-
mated matRd 

1949-50 1950-51 1951-52 1052-53 1953-54 1954-55 1955-56 1056--57 1957-58 1958- 59 1959- 60 1900-61 Total 
t;:j 

A. Unconditional grants a 
1. Statutory subsidies ..... 1,003 1,003 1,281 1,281 1,281 1,281 1,281 1,281 1,281 1,281 1,281 1,281 14,816 ~ 
2. Tax rental. ............. 17,789 19,166 19,127 46,199 43,516 46,052 45,393 55, 730 51,446 51,321 58,752 63,25! 517,745 ~ 3. Equalization ............ - - - - - - - - 4,491 8,237 11,258 8,619 32,605 ...... 
4. Stabilization ........... - - - - - - - - 3,046 5,258 -2, 156 - 6,148 a 
5. 50 per cent share or in- r come tax on power 

utilities .............. 550 991 1,005 1,099 853 1,812 2,422 1,415 1,325 1,456 350 1,509 14, 787 
'"ti 

Sub-total. ......... 19,342 21,160 21,413 48,579 45,650 49,145 49,096 58,426 61,589 07, 553 69,485 74,663 586,101 l;:tj 
0 
"'-! 

B. Conditional grants ~ 
1. Agriculture ............. 45 58 58 76 61 48 44 38 70 132 223 118 961 Q 
2. Health ................. 1,178 1,756 2,759 2,045 2,667 2,983 2,450 3,210 3,807 4,267 4,129 3,177 34,428 s: 3. Hospital insurance ..... . - - - - - - - - - 12, 784 20,100 21,443 54,327 

~ 4. Welfare ................. 9,276 10,477 8,566 1,865 2,038 2,046 2,074 5,971 5,378 9,172 8,310 9,799 74,972 
5. Vocational training, etc .. 383 254 233 243 290 276 328 549 719 973 1,391 1,472 7,111 Q 
6. Highways and trans- a 

portation ............ - 2,538 3,695 3,508 3,377 3,379 3,437 6,680 16,818 12,340 17,274 18,370 91,506 ~ 7. Resource development .. 4,024 - - 885 931 1,002 721 846 1,147 2,747 3,250 2,007 17,660 ':i;s 
8. Civil defence ........... - - - 115 108 187 214 187 212 225 350 450 2,0!8 t:i;:i 
9. Other . .. . .. ............ 201 · 152 203 25 10 10 10 10 10 148 923 1,354 3,056 l;:tj 

Sub-total. ......... 15, 107 15,235 15,514 8,852 9,472 9,931 9,278 17,491 28,161 42,788 55,950 58,190 285,969 t:i;:i 
~ 
Q 

C. Payments £or the benefit 
t:i;:i 

or provincial institutions 
1. University grants . ...... - - 583 699 615 633 653 1,398 1,487 2,316 2,355 2,394 13,033 
2. Grants to municipalities 

in lieu of taxes on 
federal property ..... . - 78 105 89 148 123 273 596 1,453 2,245 1,875 N.A. 6,985 

Sub-total. ...•• . .. - 78 688 688 763 756 926 1,994 2,940 4,661 4,230 2,394 20,018 



D. Payments to Individuals 
1. Old age security ........ - - 8,543 36,803 39,880 42,450 
2. Family allowances ..... . 20,814 21,953 23,064 24,400 25,904 27,406 
3. Unemployment Insur-

ance benefits ......... 13,823 12,547 13,215 18,970 23,000 25,121 

Sub-total. . ...... .. 34,637 34,500 44 ,822 80,173 88,784 94,977 

TOTAL . ...... 69,086 70,973 82,437 138,292 144,669 154,809 

N .A. =not available. 

44,657 46,924 59,408 70,769 
29,097 31,029 34,969 38,409 

7,847 23,847 44,936 54,603 

81,601 101,800 139,313 163,781 

140,901 179,711 232,003 278,683 

73,200 76,200 
40,000 41 ,400 

43,526 N.A. 

156,725 116,600 

286,390 251,847 

407,834 
358,445 

281,434 

1,137,713 

2,029,801 

~ 
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Append.ht "C" 

FEDERAL AND PROVINCIAL REPRESENTATIVES AND ADVISERS 

FEDERAL GOVERNMENT 

Rt. Hon. John G. Diefenbaker, Prime Minister, 
Hon. Donald Fleming, Minister of Finance, 
Hon. Leon Balcer, Solicitor General, 
Hon. E. D. Fulton, Minister of Justice, 
Hon. George C. Nowlan, Minister of National Revenue, 
Hon. W. J. Browne, Minister without Portfolio, 
Hon. J. Waldo Monteith, Minister of National Health and Welfare, 
Hon. Alvin Hamilton, Minister of Northern Affairs and National Resources. 

Advisers 

Mr. K. W. Taylor, Deputy Minister of Finance, 
Mr. R. B. Bryce, Secretary to the Cabinet, 
Mr. J. G. McEntyre, Deputy Minister of National Revenue (Taxation), 
Mr. R. G. Robertson, Deputy Minister of Northern Affairs and National 

Resources, 
Dr. G. D. W. Cameron, Deputy Minister of National Health, 
Dr. J. W. Willard, Deputy Minister of Welfare, 
Mr. C. M. Isbister, Assistant Deputy Minister of Finance, 
Mr. Jean Fournier, Assistant Secretary to the Cabinet, 
Mr. A. S. Abell, Department of Finance, 
Mr. J. Garner, Department of Finance, 
Mr. E. H. Smith, Department of Finance, 
Mr. W. A. McKay, Bank of Canada, 

PROVINCIAL GOVERNMENTS 

ONTARIO 

Hon. Leslie M. Frost, Prime Minister and President of the Council, 
Hon. James N. Allan, Provincial Treasurer, 
Hon. Kelso Roberts, Q.C., Attorney General, 
Hon. W. K. Warrender, Minister of Municipal Affairs, 
Hon. R. W. Macaulay, Q.C., Minister of Energy Resources, 
Hon. W. A. Goodfellow, Minister of Agriculture, 
Hon. Louis P . Cecile, Minister of Public Welfare, 
Hon. John P. Robarts, Minister of Education, 
Hon. James Maloney, Minister of Mines, 
Hon. G. C. Wardrope, Minister of Reform Institutions. 

Advisers 

Mr. G. E. Gathercole, Deputy Minister of Economics, 
1\Ir. H. E. Brown, Deputy Provincial Treasurer, 
Mr. H. A. Cotnam, Provincial Auditor, 
Mr. P. T. Clark, Comptroller of Revenue, 
Mr. H. H. Walker, Comptroller of Finances, 
1\Ir. Lorne Cumming, Deputy Minister bf Municipal Affairs, 



REPORT OF PROCEEDINGS 

PROVINCIAL GOVERNMENTS-Continued 

Mr. James S. Band, Deputy Minister of Public Welfare, 
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Mr. W. J. Smithson, Director, Intergovernmental Relations Branch, 
Department of Economics, 

Mr. T. Eberlee, Assistant Secretary to the Cabinet, 
Mr. A. Cole, Executive Assistant to the Deputy Minister of Public Works, 
Mr. R. A. Farrell, Executive Officer, Office of the Prime Minister 

of Ontario, 
Mr. R. A. Simpson, Honorary Canadian Head, Mayors and Reeves 

Association, 
Mr. G. R. Newkirk, President, Association of Mayors and Reeves, 
Mr. M. J. Gordon, Acting Secretary, Association of Mayors and Reeves, 
Mrs. Grace Hartman, President, Ontario Municipal Association, 
Mr. Eric Hardy, Secretary-Treasurer, Ontario Municipal Association, 
Mr. Chester Little, President, Association of Rural Municipalities, 
Mr. C. A. Keeley, Secretary-Treasurer, Association of Rural Municipalities, 
Mr. M. J. Vibert, President, NW Ontario Municipal Association, 
Mr. N. Grant, President, NE Ontario Municipal Association. 

QUEBEC 

Hon. Jean Lesage, Premier and President of the Executive Council, 
Hon. Georges Lapalme, Attorney General, 
Hon. Bernard Pinard, Minister of Roads. 

Advisers 
Mr. Jean Bieler, Deputy Minister of Finance, 
Mr. Georges Shink, Comptroller of Provincial Revenue, 
Mr. Pierre Lebeuf, Technical Adviser, 
Mr. L.-P. Pigeon, Q.C., Legal Adviser, 
Mr. Marcel Belanger, C.A., 
Mr. Rene Tremblay, Technical Adviser, 
Mr. Rosario Messier, Agent General of the Province of Quebec in Ottawa, 
Mr. G. Gagnon, Press Secretary. 

NOVA SCOTIA 

Hon. R. L. Stanfield, Premier and Provincial Treasurer, 
Hon. G. I. Smith, Provincial Secretary and Minister of Highways, 
Hon. R. A. Donahoe, Attorney General and Minister of Public Health. 

Advisers 
Mr. J. A. Y. MacDonald, Deputy Attorney General, 
Mr. H. E. Potter, Deputy ProviMial Treasurer, 
Mr. W. E. Moseley, Deputy Minister of Municipal Affairs, 
Mr. I. G. MacLeod, Administrative Assistant to the Premier, 
Mr. J. R. Bigelow, Director of Research, Department of the Provincial 

Treasurer, 
Mr. F. R. MacKinnon, Deputy Minister of Public Welfare, 
Warden F. G. H. Leverman, President, Union of Nova. Scotia Municipalities. 
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PROVI CIAL GOVERNMENTS-Continued 

NEW BRUNSWICK 

Hon. Louis J. Robichaud, Premier and Attorney General, 
Hon. L. G. DesBrisay, Provincial Secretary-Treasurer, 
Hon. J. E. LeBlanc, Miniswr of Municipal Affairs, 
Hon. Dr. George Dumont, Minister of Health and Social Services. 

Advisers 

Mr. William MacNichol, Comptroller-General, 
Mr. T. J. O'Brien, Deputy Provincial Secretary-Treasurer, 
Mr. H. Carl Goldenberg, Q.C., Counsel to Government of New Brunswick, 
Mr. Delbert Gallagher, Economic Adviser, 
Mr. Philip Connell, Municipal Observer, 
Mr. Hugh M. Tait, Municipal Observer, 
Mr. Underic Nadeau, Municipal Observer, 
Mr. J. E. Belliveau. 

MANITOBA 

Hon. Duff Roblin, Premier and Acting Provincial Treasurer, 
Hon. E. G. V. Evans, JVIinister of Industry and Commerce, 
Hon. S. R. Lyon, Attorney-General, 
Hon. S. E. McLean, Minister of Education. 

Advisers 

Mr. R. M. Burns, Deputy Provincial Treasurer, 
Mr. D. R. C. Bedson, Clerk of the Executive Council, 
Mr. C. . Rowse, Trea ury Department, 
Mr. L. S. M. Partridge, Treasury Department, 
Mr. R. M. Farrow, Treasury Department. 

Municipal Observers 

l\ifr. C. . Argue, President, Union of Manitoba Municipalities, 
Mr. H. A. Cochlan, President, Manitoba Urban Association, 
Mr. P. F. C. Byars, Executive Director Urban Association. 

BRITISH COLUMBIA 

Hon. W. A. C: Bennett, PTemier, President of the Council and Minister of 
Finance, 

Hon. R. W. Bonner, Q.C., Attorney-General, Minister of Industrial De-
velopment, Trade, and Commerce. 

Advisers 

Mr. G. D. Ekman, Executive Assistant to the Premier, 
Dr. J. V. Fisher, Economic Adviser and Co-ordinator of Finances, 
Mr. G. S. Bry on, Deputy Minister of Finance, 
l\1r. W. F. Yeitch, Assistant Deputy Minister of Finance and Director of 

Tax Research, 
Mr. E. R. Rickililson, Deptit.y Minister of Social Welfare, 
Dr. G. D. Kennedy, Deputy Attorney-General, 
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Dr. H.F. Angus, Chairman, Public Utilitie Commi ion, 
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Dr. H. L. Keenley ide, Chairman, Briti h Ct>lumbia Power Commi ion, 
:\fr. Charles W. Mac orley, Pre~ident, nion of Briti h Colwnbia 1Iunici-

palities, 
1r. Halford D. Wil on, Vice-Pre ident, Union of Briti h Columbia Mu'Ilici

palities. 

PRINCE EDWARD ISLAND 

Hon. W. R. haw, Premier and President of the Executive Council, 
Hon. Melvin J. McQuaid, Provincial Trea urer, 
Hon. R. R. Bell, Attorney-General, 
Hon. J. D. tewart, Provincial ecretary, ~Iini ter of Municipal Affairs 

a,nd Minister of Touri t Development. 

Advisers 

Mr. William Ma sey, Deputy Provincial Trea urer. 

SASKATCHEWAN 

Hon. T. C. Douglas, Premier, President of Council, and Minister of Co--
operation and Co-operative Development, 

Hon. C. M. Fine , Provincial Trea urer, 
Hon. W. S. Lloyd, Minister of Education, 
Hon. L. F. McIntosh, Minister of Municipal Affairs. 

Advisers 

Mr. H. . Lee, Clerk of the Executive Council, 
Mr. A. W. John on, Deputy Provincial Treasurer, 
Mr. R. A. McLarty, Assistant Deputy Provincial Trea urer, 
Mr. T. K. Shoyama, Secretary, Economic Advisory and Planning Board, 
Mr. D. Levin, Director of Research, Economic Advisory and Planning 

Board, 
Mr. J. D. McAskill, Chairman, Continuing Committee on Local Govern

ment, 
Mi s Eleanor McKinnon, Secretary to the Premier and Secretary to the 

Delegation, 
Mayor S. Buckwold, Pre ident, askatchewan Urban Municipalities 

Association, 
Mr. A. B. Douglas President, Saskatchewan School Trustees Association, 
Mr. J. G. Hamilton, President, Saskatchewan Association of Rural Munici

palities, 
Mr. George S. Mooney. 

ALBERTA 

Hon. E. C. Manning, Premier, President of Council, Minister of Mines 
and Minerals and Attorney General, 

Hon. E. W. Hinman, Provincial Treasurer, 
Hon. A. J. Hooke, Minister of Municipal Affairs, 
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PROVINCIAL GOVERNMENTS-Concluded 

Hon. Dr. J. Ross, Minister of Health, 
Hon. A. 0. Aalborg, Minister of Education. 

Advisers 

Mr. H. J. Wilson, Q.C., Deputy Attorney General, 
Mr. F. J. Stewart, Deputy Provincial Treasurer, 
Mr. James J . Frawley, Q.C., Special Counsel to the Delegation. 

Municipal Obervers 

Dr. F. M. Smith, 
Mr. J. M. McKay. 

NEWFOUNDLAND 

Hem. Dr. J. R. Smallwood, Premier and Minister of Economic Development, 
Hon. E. S. Spencer, Minister of Finance, 
Hon. L. R. Curtis, Q.C., Attorney General, 
Hon. W. J. Keough, Minister of Mines and Resources, 
Hon. Dr. F. W. Rowe, Minister of Highways. 

Advisers 

Mr. J. G. Channing, Clerk of the Executive Council and Deputy Minister 
of Provincial Affairs, 

Mr. W. M. Marshall, Comptroller and Deputy Minister of Finance, 
Mr. A. B. Perlin, 
Mr. J.C. Thompson, Financial Adviser, 
Mr. H. Carl Goldenberg, Q.C., 
Miss B. Duff. 

SECRETARIAT 

Mr. Jean Fournier, Secretary, 
Mr. John Garner, Assistant Secretary, 
Mr. Gordon Frazer, Administrative Officer. 
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Capital Projects Development Fund, 45. 
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Causeway (between Prince Edward Island and the mainland), 78. 

Chignecto Canal, 45-46, 78. 

Commonwealth, 7, 60, 107. 

Conditional grants, 5, 11, 49, 54-55, 74-76, 83, 85, 121, 122, 129-130. 

Confederation, 15, 16, 17, 42, 4.'i, 46, 51, 54, 65, 67, 69, 73, 77, 78, 81, 87, 121, 125. 

(Newfoundland), 97, 98, 99, 101, 104, 105, 1U4, 115, 117, 118. 

CoDBtitution, 9, 16, 18, 19, ~1, 22, 25, 41, 42, 80, 81, 82, 88, 96, 98, 100, 102, 103, 104, 107, 
108, 109, 111, 112, lo19, 120, 121, 125, 127, 128. 

Constitutional amendment, 24, 87-88, 92, 107, 108, 127. 

Proposed conference on, 107, 108, 109. 

Qouncil of Economic Orientation, 128. 

Credit, see Borrowing. 

Debt, 36, 39, 47, 80. 

Declaration of Human Rights, see BiU of Rights. 

Deficit financing, 86. 

Dental care, see Social Services. 

Deutsch, John J., 101. 

Diefenbaker, Rt. Hon. J. G., Chairman, (Prime Minister of Canada), 5, 7, 25, 34, 35, 42, 
49, 58, 62, 64, 65, 70, 71, 78, 84, 88, 95, 102, 103, 104, 105,° 106, 107-108, 110, 118, 119, 
120, 121, 123. 

Statement, 7 to 14. 

Dominion Bureau of Statistics, 36. 

Dominion Council of Health, 84. 

Dominion-Provincial Committee of Ministers of Finance and Provincial Treasurers, 8, 9, 
13, 3.5, 50, 64. 

Dominion-Provincial Conference, 1942, 15, 83. 

Dominion-Provincial Conferen~e, 194.5, 15-16, 20, 83. 

Dominion-Provincial Conference, 1950, 107. 

Dominion-Provincial Conference, 1955, 8, 63, 84, 117. 

Dominion-Provincial Conference, ·1957, 12, 35, 42, 48, 63, 71, 72, 79, 80, 104, 106, 109, 110. 

Douglas, Hon. T. C., 78, 88, 95, 96, 106, 107, 108, 109, 110, 121, 122. 

Statement, 79 to 88. 

Drew, Hon.. George, 1·5. 

Duplessis, Hon. Maurice L., 1.5. 

Durant, Will, 95. 

Economic advisory board (proposed) 56. 

Education, 16, 19, 20, 26, 36, 37, 38-39, 42, 47, 52, 55, 61, 68, 70, 71, 72, 73-74, 75, 80, 81, 85, 
86, 87, 90, 94, 132. 
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England, see United Kingdom. 

Equalization provisions, 5, 9, 10, 16, 18, 35, 42, 48, 51, 53, 66, 72, 81-82, 90, 95, 96, 112, 113, 
122, 130, 1'31, 132. 

Estates tax, see Succession duties. 

Europe, 61. 

European Common Market, 60. 

Exchange rate of the Canadian dollar, 14, 59, 60, 113-114. 

Fathers of Confederation, 14, 45, 51, 58, 64, 65, 89, 98. 

Federal system, in Canada, 14, 68, 78, 125, 128. 

Federal Estates Tax Act, 62. 

Federal-Provincial Conference, see Dominion-Provincial Conference. 

Federal-Provincial Continuing Committee of Officials, 9. 

Federal-Provincial Tax-Sharing Arrangements Act, 9, 48, 116. 

Finance, Minister of, see Hon. Donald M. Fleming. 

Financial arrangements, Dominion-Provincial, see Fiscal arrangements. 

Fiscal arrangement.s, Dominion-Provincial, 8, 9, 10, 13, 15, 25, 35, 36, 41, 46-49, 50, 51, 53, 
54, 55, 56, 58, 65, 66, 68, 71, 72, 74, 75, 76, 83, 89, 95, 108, 114, 117, 121, 122, 125, 
131-133. 

Fiscal assistance, 5, 10, 11, 14, 16, 17-18, 25, 41, 62-63, 65, 67, 69, 72, 73, 90, 91, 100, 110, 
116, 117. 

Fishing industry, 48, 59, 74, 76. 

Fleming, Hon. Donald M., 8, 15, 21, 56, 81, 84, 94, 96, 106, 108, 109, 118, 119, 120, 121, 12'2, 
123, 127. 

Statement, 110 to 118. 

Forest industry, 59, 64. 

Founding Fathers, see Fathers of Confederation. 

French Canadian culture, 125. 

Frost, Hon. Leslie M., 44, 47, 58, 65, 95, 96, 109, 110, 121, 122, 131, 132, 133. 
Statement, 14 to 25. 

Goldenberg, H. Carl, 115, 116, 118. 

Great Britain, see United Kingdom. 

Green Book, 63. 

Hart, Hon. John, 15. 

Health, see Social Services. 

Highways, 21, 26, ·40-41, 47, 51, 55, 56, 59, 61, 63, 68, 70, 71, 132. 

Hospitals, 17, 61, 63, 64, 68, 84--&5, 87, 94. 

Hospital Construction Assistance, 40. 

Hospital insurance, see also Social Services, 8, 12, 40, 48, 49, 55, 76, 80, 83, 84, 130. 
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Hospital Insurance and Diagnostic Services Act, 63, 64, 83. 

Human Rights, see Bill of Rights. 

Hydro-electric power, 55. 

Imperial Preference, 60. 

Income, per capita, 36, 39, 47-48, 78, 105. 

Income tax, 61, 62, 67, 80. 
Corporation, 5, 9, 10, 16, 17, 18, 19, 21, 22, 23, 24, 40, 48, 53, 61, 62, 72, 73, 80, 81, 91, 

129, 130, 131, 132. 
Personal, 5, 9, 10, 11, 16, 17, 18, 19, 211, 22, 23, 24, 48, 53, 61, 62, 72, 73, 80, 81, 91, 

92, 130, 131, 132. 

Income Tax Act, 56. 

Indu try, 18, 21, 39, 41, 43, 44, 46, 53, 57, 59, 60, 62, 72, 73, 76-78, 86, 87, 132. 
Diversification of, 57. 

Industrial Development Bank, 44, 77. 

Industrial Development Bureau, 128. 

Inflation, 14, 86, 94. 

Inheritance taxes, see Succession duties. 

Inner Six, 60. 

Interest rates, 44, 94, 113, 129. 

Interprovincial conference (proposed), 79, 126-127. 

Joint programmes, see Shared-cost programmes. 

King, Rt. Hon. W. L. Mackenzie, 15, 97. 

Labour, Minister of, 12. 
Federal Department of, 55. 

Labrador, 98. 

Lesage, Hon. Jean, 7, 12, 51, 58, 79, 88, 96, 97, 108-109, 111, 121. 
Statement, 25-34; English translation of statement in French, 125-133. 

Local Employment Act (Great Britain), 44. 

London, Conference (1866), 45. 

Macdonald, Hon. Angus L., 15, 18. 

Macdonald, Sir John A., 6.5. 

Manitoba, 49, 50, 51, 52, 53, 55, 56, 57, 96. 

Manning, Hon. E. C., 83, 88, 95, 96. 
Statement, 88 to 95. 

Maritime provinces, see Atlantic provinces. 

Maritime Board of Trade, 78. 

McNair, Chief Justice John, 15, 101, 115, 118, 121. 

Medical services, see Social Services. 



Mental illness, 40, 55, 64., 76, 84. 

Mining, 41, 59, 77. 

Monetary policy, 4.3-44. 
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Municipalities, 9, 11, 15, 16, 17, 18, 19, 20, 21, 23, 25, 26, 38, 39, 43, 44., 47, 4.S, 51, 52, 
53, 54, 56, 58, 59, 61, 65, 67, 68, 76, 79, 80, 82, 87, 88, 93, 94, 110, 113, 122, 127; 
128, 129, 132. 

Municipal Improvements Assistance Act, 56, 76, 87. 

National Association of Municipal Authorities, 9. 

National Convention of Newfoundland, 97. 

New Brunswick, 36, 42, 43, 44., 4.5, 46, 47, 4'8, 49, 54, 78, 96, 101, 115. 

New England, 46. 

Newfoundland, 11, 16, 36, 42, 54, 95, 96, 97, 98, 99, 100, 101, 102, 103, 104., 105, 106, 114, 
115, 116, 117, 118, 119, 120, 122. 

Newfoundland Additional Grants Act, 11. 

Nigeria, guests from, 7, 14-15. 

Northern Affairs, Minister of, 12. 

Northwest Territory, 45. 

Nova Scotia, 35, 36, 37, 38, 39, 40, 41, 42, 54, 78, 96, 101, 115. 

Ontario, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 44, 47, 66, 77, 84. 

Outer Seven, 60. 

Pacific area, 59, 60, 61. 

P ermanent Federal-Provincial Secretariat (proposed), 126. 

Perry, J. H arvey, 66. 

Population, 49, 70, 72. 

-of Ontario, 19. 
-of New Brunswick, 47. 
-of British Columbia, 51, 60, 61. 
-of Prince Edward Island, 67. 

Prairie provinces, 52, 63, 79. 

Prince Edward Island, 36, 42, 54, 64., 65, 66, 67, 68, 69, 71, 72, 73, 74, 76, 77, 78, 96, 101, 105, 
115. 

Property and civil rights, 131. 

Provincial rights, 22, 24, 2-5, 50, 57, 61, 62, 74, 111. 

Quebec, 12, 25, 66, 77, 96, 125, 126, 127, 128, 130, 131, 132. 
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