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L ABSTRACT - , » “h
Regional disparities has been’ an lssue'$F ;
concern ip“Canada since Confederation. Its pres(hce L g,'
has been felt in various. aspects oflfederal~provxn01al
- relations. The question of whether gavernments ought
to resolve the dilemma has been answercd by an unequ1vo—
cal "yegs," however, the problem of defining the problem
iMan attempt to deal with it, and “the methods to be
used to achieve the objective, have remained‘unIQSQfVed.
The regional social and economic differences the,v\i\
goloured the perspective of the various provinciql:
governments in préposing the means of reducing the ' . -
1mbalances The federal government, moreover, has - -
found Lgpelf in the position of being reSponSLble for
reducing reg;onal disparities, yet at the same time has .
had to avoid the trap of satisfying one group'of provin-
‘ces ~~ the "have-nots" ~- at the risk of alienating the
other,éroup -~ the "have"'gﬁov1nces ‘ " H  .
A number of solutions tT the problem of :
regional disparities have been intﬁPduced since COnfod~
.eration. The original terms of’ aettlemenq)recognlzed
o the . difficulties facedLQn the poorer ‘xegions hy slight
variations in the financial subsidy system. The yse
b . of the fedexal taxing and spending powers, in such - .
| ' : policiea as tax rental agzeements, tax’ aharing agree~ = . ]
IR ments, equalization payments and fede:al programmes of :
economic expansion have heep LnQEQduceq, in each caase, !. |
.. the reaction ¢f the individual provinces. to. these , ' .
e ~ policies has heen datermihﬁd. by and large, by Chair . :
™+ ' partigular egonomic ei.rcmtnnma. o an gFEOFt ta o)
- . maolve t:ho question once and mx* all, Lyx ,..ggmt;t,utibna o
" ’ et a;wﬁﬂammes atisguned ‘the .tntw o:.' ragidnql digphriv" ; .
.+ . ties in great depth. g‘l‘he dilamn@f hﬁuwm:. has yot., t:q M
RO, ™ uﬁiuy rémolved. g
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- INTRODUCTION
Y . ™ b - ; . A
. . “., When examlnlng the issue of egiodal~diSparitiéS

) in a federal 9ystem. K. C, Wheare's coné
very useful.’ Whlla the desireé of the unlts to federate
must ?@ preséntﬁ~ tﬁgy must -also ?e able to operate 1t

They must pdyé“the capacities to work ‘the system
- |
: ‘" "they desire.™ Federal government is not appro-
prlate unless tne communities concerned have the _
capaclty as well'as the desire to form an inde- ° -
pendent geéneral government and to form indepen- T
dent regional goveruments.l ; "

Among, the factors in determlnlng whether the states have .
- the capac1ty to form & federal system,,thé eeodommc capa~

.¢ity Of the states is of partiéular 7elevance }n d;gcussxng

the problem’ of regional dlsparit;es. - / . -

. . There must be sufficient rqonomic rescurdes avail—
' able both to regions and to general gov roménts to . .
- make it possihle™for them 'to be financj ally inde-
! pendent.. .
L It ia not, however, a queat;dn merely of ' . .
.Y what resqurces are available throughout the com o
' munity as a ‘whole, A great deal-wil).depend an\\\\~, .
. how these respurces fre divided between the!, . i1 -
" . . general andcegional governments when ths federal PRSI
T wnidn is egtablished. .[They must be allbca ed] A
Coalm. 80 that each favexrnment wil; geq what it neﬁdﬁ., ISR

o ‘“Eqde:lt}ng upits must not ing,ﬁqgee to A, dxvigion
e PW!, kut muM: :%199. i.n set:g,mg 9’&" nhia mvisi,on.

,: ' T S ‘ | | : ,o(,
"”'?”‘ 1 ﬂ& 9, Wheare, Fea
98£ord Univars;ﬁg E&@g

[N




/. ' provide a.balance of resp.onsibili!t';ies .“('-and subse'quent \
expenditures) and revenues to en‘able the res;l::t:ctihve govern-
* ments to carry out their tasl';effeetiyely. ‘Mor€over’, the SR
federal system must be able to adapt the'balance of powers
and. revenues te the changlnq demands and needs of the

socnety. e co ) | .

One of the most;zfrequently recurring themes in
federal-provincial relat,ions in Canada is the ‘issue of
reglonal disparities. In'a eountr‘y the size of Canada, it ,
is inevitable that dlfferences {n outlook and interests
would exist and th'at/ these differences might bring the
separate reglons 1n/to confllct as each attempts to exéand
and Qevelop. As e/ach area's "workmg materials” -~- which.
N ‘ 1n essence are bfﬁth xts natural and human.resources, and

its’ environmem} -~ vary, .sa do: their capa‘nllltxes and

prospects. While all hﬂ developed, the rate ofe growth .
“ has differed and this dlfferentlal expansion haa led to e

T frequent re rmmatlons. . R
| ' ' Despite. agreement by g‘ovexnmentag at bat;h ‘the | o
federal nd, provfnqial levels . that ;ahe econemic” imbalance L e
‘between ‘the regﬁns oﬁ Canada igh fax; too great. and mugt pe -
' ed, there has 'been qontiéual debate’ batween the | .
AJ.-prow?incial eonferéneea abaut 'yhat %
,‘M’}lves dnd. how' to maolvﬂit‘, . The . \ _; ,f: L
d at thna‘maet,,mgﬂ 'xemeet the i S R
’ £ c:esr of 9 qn regj,én. ' 1
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country both in terms of thelr economies: and’ thelr social’

~ development. In formulat ing pOllCleS to- JEal with the .
resolution of these dlfferen es, 1t has betome apparent
that the size of the Spatlal unit is very 1mportant ins :
! determining what the policy will involve. Bepending on the

.

outcome deslred the concept of "region" may vary from - .
situation to/SLtuatlon. ) . ' " ’ _
", It is an intellectual coggept, an entlty of the _ L
purposes of thought, crea%ed by the selection of \ '
certain features that.are relevant a real’ .
interest or problem,‘and by} the .disfegard of all : '
features that are considered to be irrelevant.3 '

'
"

J"E Hodgetts describes a "regxon" as a spatial concept

suppleniented by homogenelty of culture or other factors,
saying that "it’ emphasxzeswthe recognition of diversity of
land and culture. . . ."ﬁ x . : o -
The pre-Confederatlon development of the oolonles f
+and lands now making up Canada give ev;denee to the neces~ ““
51ty of q‘feﬂeral system in Canada. '

Every societ: , every nation if yau wmll, is more oo
Or less closely integrated in aciordance with its. .
own ‘peculigr historical, cultura economic, poli- o
' tical ahd other determinants. Eaeh 13 ‘composed ’ . L

" of elements that feel themselvessto be different = " .
T from the other elements in varying degrees ‘and. : .
e that 'demand in varying degrees a means of self-~ .
' .4 expression.... ', . If [these diversities) are =, o

grouped territo:iqll e “that is geographically, . : l«'ﬁ'
then‘the‘Fesult may e e society that is federal.x { BN BRI

Whlle,attamptﬂ have been made ta. alhe: the dkveloping ";>v'ﬁ:"ﬁf
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provinces, thus Ostablishiﬁq them as aapnfate polities after
their dovolnpmcnt in the l@te nineteenth and early twentieth
centurics. They gained fu#thc legitimacy and individualism
as they grew and proqreqsoé after their establishment.

Once provxncxﬁl boundar ies were determined, they have domin-
Aated our thinking with regard to the subject of régional—
ism. Thus, depending-on the emphasis placed on gedfyraphit,
economic and cultural factors, thig term has been used in
three major ways, all conceptually shaped by proviheial
boundar ies. It has heen see s a grQuping of provincesy

(a “supra-provincial" classi jcation), '.subdivisions within
provincea (a 'aub—provincial" approach)\xor simplyﬂghe

which eguates “region" with "province," '\

The supra-provincial approaqp ha$ been used by
governments . iQ the c%llection of many of their statx&tical
records and alsgo in examining federal—provincial relations
in various studies and Royal ¢ommibsions throughout the
yeara, Usually it involvesa the diilaion &f .Canada, inta
five regiona -~ the Atlantic regian (Nawfoundland after
1949, Nova Scotia, qu Qrunaw{ck and Princt Edward Ialand),

! Quebec, Ontario, the Prairies (Manitcba, Saskatchewan and

"Albertd), ahd British Cd’babia ng,basic factors juatiny
Ang chiu clasaificncion. lpart from the alteady ment.ioned

'-dqpandoncc‘on "wood, wind, and watex" for much of their,
ecopomic 1livelihood, wexe seen as having developed axmilar
‘concerns and nnodl. Thue, the Atl,nutc provinca- have often

- | been grouped’ together' when diucuuning sconomic problems.

. ‘Ment ion has nlxoady been made of .ttnmpcu o unite these

. L

3 .

.

2 bko-« 281-85, .and 301-09 for a conciu hiatory of
atcrn Cunq¢1nn d'valopnnnt. A

.
. .. ) ) !

e
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provxncoa polxtncnlly

T™wo of &he regions were classxfiod less in
accordancae with geographic factors than in terms of cul-~
tural and historical differences in their development .
Ontario and QuobccB occupy the geographic region knpwn as
the Great Canadian Shield, and share the northern side of
the Saint Lawrence Gith its fertile“lowfands. Béginning[ﬁ
with the ‘Constltution Act of 1791 and with the extansion

of the prOVLnCLAI boundaries tp the northern extremes,

their existence asg two separate argaé‘was formalized, ‘“

with ‘the Ottawa River "as the major d171dan iine. Quebegis
chltural us;queness in Canada as thé homelgnd of the

French-~Canddian populace has ‘resulted in hér deyeloping

'fdxftenent concerns and needs frpm those of Ontario, and

Adoétxng different policies to écnxeve her particular
objpct!vas R )

The Praxrio provinces have been classifxed as a
unit chiefly due to geOgraphic and economig conaideq\;ions
Their ‘historical development_%p Rupert's Land, and their
common background as an agricultural region substantiated

-auch a concept, ’ ' . \

British Columbia, a coaatal province with a
rugged mountajnous barrier aeparating her ‘from the rest of
Cpnada, has bee Yycded as a separate.gatity. Her geo-
80 distinct from the othpr parts .of
| that her economic baaa “and intorenta
1. The hiutariqnl baqE?rognd Of the

graphy, which
CQnﬂda, deter
ﬂbuld vary as

. 4 il N

.+ 8. It should be nqted, howaver,. that in some cames,

the two provinoas have been referred to as "Central Canidda,"”
foxr .example, by the Royal Commission on Dominion-Provineial
" Relations,.thus emplikdizing. the position they hold as the
centre of economic and political lifc in Cansda. This term
.4 als0 used by the Bconamic Council of Canndn in-%tn Fifth
‘ Ottawa;

‘<§Qn 3 tor,'19 e P. 16 'ir? by the Department of

|

L XN

)

(\ .

n'gtanll Baonomic 3spanaian. whaa xaporting ta pﬁepnditu:nn.'
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@ the criteria for metting boundaries. One example of -thig .

- $districts. |

~ eluding in particular the sparsity, d Yy or rolntivn rate.

Each of these sub-provincial units compares with areas in
other provinces; for example metropolitan Montreal may be
compared with metrapolitan Toronto and Vancouver,,whlle the'
Shield areas are similar: to thosehkf northern Ontario and
parts of the western provinces.

The sub-provincial approach may also highlight
the common features found in all provinces by emphasizing
the differences betwe;n rural and urban cdmmunities. The
federal government has often administered programmes on
this basis; £f3r example, the rural development policies
implemented under the Agricultural and Ruyral Development
Act (ARDA), and the Fund\%or Rural Economic Development
(FRED) . Also, programmes may be'introduced to deal specifi-
cally with one region of a province, for example, the Cape
Breton Devélopment Corporation (DEVCO), and other programmes
may be-administered in areAs selected on the basis of common
characteristics in regions within each province under the
Area Development Agency (ADA). Imn determining boundaries
for local governments, census divisions, or electoral
distriats, provinces are not treated as homogeneous units.
The problem, however, in using this approach, is determining

/

would be the kinds of factora confronting eleq}qxnl boundary/
cowmissions in drawing up federal constituencies. A furthet-.
example of the sub-provincial classification would be the ‘
reference in the Official Languagan Act to census divisionv\ e,

as the bnﬁ areas to be used for ntabli-hing bilingual ) ".‘.,.

11, While constituefoies ace ‘expsoted to contain e L
nusbers of people, the smatutd establishing this metho 9&, ‘
rediatributing the seata,'states 'thm:t hs Commiamion m ST
depart from the satrict application of (tﬁu principlu e
any case where (i) specia mq:nph:.c consideration, ‘

of growth of ; gulgticn of vuiwl rw ons of ' the ovimc,
the accessibili m‘. such mqi.qm the size - pc :
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The final conceptual approach is to use the term
"region" éynonymously with province. This pé#ticular classi-
fication uses political characteristiés as its main justifi-
cation. When dealing with a subject such as equalization
and particularly the negotiatiogé and ramifications involved
in this area, the five-region and the sub-provincial regibn
classifications are ‘impo&sible to apply. To be sure, a
shared interest at any giYen time may result in a number of
provinaes hpiting ig'a common stand on the political scene.
) The political trad}tion§ in each province, however, usually
‘ result in individ@ai actions and concerns being proposed at
the negotiatiﬁg table. Further, the lack of formal organiza-
tion and recognltlon of the supra- provincial leével makes it
less adaptable to this atudy ‘The sub-provincial region is
not really helpful due to the fact that it is not pdliticallyJﬁ
recognxied and, even if a smaller area wﬁa‘organxzed it
. would undoubtedly be dealt with at the praV1ncial level or

through federal-provincial negbtiations.lyﬁgay equatxng .
.‘J b » o g
thereof, appear to the commission to render such a departure
necessary or-desirable, or (ii) any special community or
diversity of jnterests of the inhabitants of various regions
of the province appears to ghe commisgion to render such a
departure necessary or desirable. . . ." "Electoral Baun~
daries Readjustment Act," 13 Eldz. II,'c. 3. quoted in '
Ltica; Canada (2nd ed.; Toronto; McGraw-Hill: CQmpany of
a, 1966), ed. by Pnul Fox, 'p. 306. The difference
between these two approaches appears to relate more to the
pelitical difficulties surrounding the implementation of -
bilingual policies, and the use of censfs diviaions
- least ensures an accurate head count. gn here, though,
s the Act allows for deviation from the principle if the .
T T gensus diviaion cuts through a homogeneous axea. ' T

12. It may be npted, however, that in the napaxtment of
Regional E¢onomiq Expnnus (DREE), the administration of.. . ‘
programmes may oqeur with consultation and qogperation .- LA
 hetween both-the areas designated, the fedexal government - ..
respective provincial governménts, A good example .
. __-—"%s the case oz the Atlantic provinces, where the Atlantie . - ‘
, i Development Council, working on, s supra-provincial level, ~ .~ .
U .. m@vises the Minister of the Department, &nd DEVCO, wirich alua e
ST wqqku elengly w&ﬂb ehq todcxal dcpleuQnﬁ canqaxning thp . M'Q»"%;g

£
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"region" with province, the examination of the political

. bargaining and negotiations that arise in the af%é'of

regional disparities and equalization within the federal

- system is facilitated. - .

' Just as "region" has been used in a’ variety of

ways in Canada, the term "regional disparities" has” often,f

“been used without clear understanding of what is meant: by
the term. It has come to refer to the imbalance between

the "have" and "have-not" provinces,,uéually bringing to

‘mind a whole series of interrelated factors involved in

mqasuringpthis inequality: income, unemployment, job
oppertunities,. level of services, poor hausing, et cetera.
The importance of the size of the region or- unit used in

examining the disgarities is pointed out by T. N. Brew;s
4
“who stated: A
By varyfhg the boundaries it is posaible to ’
eveal or conceal evidence of stress. If
ie provinces or the Atlantic ,pProvinces
d as a whole, the data will conceal ‘

: ges at the sub-provincial level. . .
In general, the“smaller the ‘area seletted, the
greater .will be its divergence frbm natiopal

' averages in growth, ‘stability and level of in-
come, Larger regions, in contrast, tend tf
refleat mexn‘elosaly the national picture

It is anaumed that the pravingial premieg. and the federal
government: will emphasize an approach which Rest pxovea to

their advantage; thq\gravincigl nub—proV1nc1!Le and even

the individual leyels are the most common clq-uifgeationa

presented in the baggaining area, (
Anotbar'léﬂgpa of contention (apart tram the

£

- aine: of thq area to be dealt with) is that of thc mﬂg-u:en,

ncnt qt‘uggpnriniau. ot:qn. the bagia in in. :anma of per

wv . L

’.'QQPQ;B“Q!:Q& mn, s auh-proﬂna;g;’ a,m; o

~

r
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chtops.such as téx capacity, emigration—i igration figyres,
unemployment rates, et cetera are also used\in conjunqtion
with income and productivity when the dlspaxlty issue is .
being discussed. While the tferm regional disparities .has
meaning in Canada, there is a lack of consengus as to how
this problem ought to be redressed. * The dilEmma of how one:
- measures the disparity, which level to concentrate on, and
" what programme aE@roaches best ameliorate the problem are
all tters of great contenthn among the political partici~
‘paﬂt There {s no agreement on what the prébiem is ~- its
definitldn is in the "eye of the beholder." This thesis will
.qoncentrate on the effects that the issue of regional dis-
parities has had on federal-provincial relations and how
~ the governments have attempted to reduce the digparities.
Two basic conflicts have emerged béﬁﬁeén the
federal and-provincial governments on the issue of regional
‘.dispérities. They areMfederal-provincial financial rélaFions
{ in general, and the more specific issue of the exercise of "
the federal %pending power to reduce regional d;sparltxea
These two themes have been the focal point of attempts to, |
redress the inequality that exists between the regions of
Canada, The solutions proposed however, have heen of an
ad hoc nature, due to qu inability of the political part1~
cipantn to agree on the basic points of whatscegional ‘
di-paricies entail and the .long-range policies that ought .
. to be implemented to reduce these diapng&piqg :Ig 1968, for
_example, the Ecopomic Council of Canada qnt;igqt.ad the
F eftorta of the fsdqrhl gevabngen; to xod:qq- nhg nituation,
saying: -

et (Wa)] have atxad to’ dgtqet any conagion; dclihexqte \ T
S strategy. off :meqv;ng pacformance. in.the low- - c oo s
o » :Ahaome regions by incressing utilisation of wam Lt
v mmm w\muinq butput per. smployed person. b
- e gprniﬂl fails to revéal any clear over- ', -
PR aaign: :m: coping wi!:h ﬂm umqr;ymg px'am@m L
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The varylng needs of the dlfﬂerent[p nces in Canada
coloux their’ views oﬁ”hcw Ee\saixe t a.problem,hand in B \

‘ In federal theery, consdituent un1Es~of A feder-

ation are equal. The Brittsh- chxg_ﬁgeflca Act and o) e» ‘
‘original fxnancxal settlement at confeéera

the different fiscal caggc;txes of the prov1nces“" Iﬁ ane
assumds that the demand‘and\qged br‘se;vmces ame approxmmatelx
the safle in’ dll pngviniee. ghen some'érépg, where per 9&
personal lncome is’ lower then. :he nattonql fveragt f;nd . \\
themsélves unaﬂle to provxde servﬁces comparable o t oee '

found in wealthxer area§~ Thes, aome of the1r eervieea_

T e——

become sub—standard e el !
o Co . The "have-not". provinces are faced w1th a leen,
tax yield and subséquemtiylawer ;evenues. Their attempt .
to provide _at leastazan aeceptqb12#;In1mﬁ‘“bf~«ba§iﬁ\\‘
t

services such as edu ion, social Berviees. -and transporte;
tion facilitjes, meana that the tax levels’ 1n thesé areas

are usually higher to- generate the necessary “funds. Thik
tax differential,has been one factor leading to a continual
series of negotiationa with the.federal government to .
‘Pvide them with the money necessary to fulfill their -
o . eonqtitutional qbligntiqnn. On the other hand, the wteltgier‘
Provinces have contended that some upp@;, 1imit,to these " '

\ o ;,fﬁortl tr;nam:: is neo.eau:y. - g _) N :

;ﬁr ’ hiq ‘Q. i Th‘ giviqion of powers qnd responaibilitiea f“

}?V‘ b-twgeg the’ #qgggal and prgvxng;g; governmentg waa based . . &
/- ign the QQ@MS,O#’ that the heavy. expanditure items of defence’ .~ . .
" ‘ *‘ md qeenogm dqnlemqnt mgfd ge to the tmml gqnxmqm,_, ' ’
>;¢“ " ;{w‘ :‘ - ‘ e o 'o.' ‘ “g ‘ R -

v ff o ,M»» ?ﬂmmic Cwmiﬁﬁot cqnaaa,

J 61: ) ' *ﬁn £
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“In. 1867 with the need to develSp”énd strengthen the new

E natldh‘ this seemed tolxe:he logical step. As the prowvin-
ces had their particular interests and petuliarities to
protect an aevelop, matters of what were then considered
of a Jlocal{ nature were to be theArespopsibility of the
provincial legisiatﬁres. Since the expenditures involved
in these reSpOnSlbilltleS were low at that time, the revenue
resources given to the provincial governments were pot con-

\\~51dered of major importance; direct taxatlon was theirx

\princlpal source of reJenue , and: thlsm;;; supplemented by

monles raised from llcenses fines, and the publxc domaxn

Taxation in dlreot form ([such as*income taxés)
was so degtested in almost all the provinces but
Ontario . . . that it can be assumed that there
‘ was no serious expectatign that the provinces
would use these powers. . _- .
. ' ' .
The federal government} on the otheér hand. was .
" given the mast productive revenue sources at that time- ~”f~TZiw;ﬁT”‘
customs and excise duties -~ plus an unlipdted taxing pewer
7 under Section 91-3 of the British North America.BAgt. It was o
conceded, however’” that while. the expenditures of the proQiﬁif o
ces would be relatxvely slight, the pominion Government .
would have to either al;owmthem some rqpm in the field of

indirect taX€s, or prqvide subsidies of some sorf to enable

them to carry .out their duties. ., _ '~ |
A
It was clear that to-have - federqtion at all, and—
{to] -achiédve' the economic objectives of the move- e
. ment, the’central government had to he given exclu-~ . . . .

L ‘aivé guthority over tariff and excise matters. On
-~ =~ the other hand the 'functions left with, the provxn—
-+ © qial .governments would cost substantially more thin'

(S o

S all the remaining governmental taxes.and revenuesl . ' .. g
Ta  which then exiasted or ‘could-be practically considered, ' o
oo jnn thaaa circumstanceg the Fathers. of opnfederatign &-v R
T * i " 0- . ., ' ‘l
NN et '.: “‘. N d \” . ‘1' v

15. A u;ltgn uggra. 3‘ garvgfu
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'\ reluctantly accepted the device of a Dominion sub-
sidy to the provincial governments as a necessary
evil. The s bsxdles were deliberately set at the
bare minimum estlmated as essential and were to
remain fixed at that level. '

% The problem of reducing the gap between limited
tax room and the respoqsxbllltles assigned the provinces
.began to appear very ear&b ~48 the public seator eXpanded
at both levels of govern ng_and the emphasis placed on
provinclal requns.‘»lbllicles grew, the tension increased “
between the governments. Richard Simeon succinctly i‘ﬁtes
the crux of this'issye as follows:

m The allocation of taxing powers and financial

e resources directly-affects the abilities of the

TR governments to develop/and carry out programmes . '
It is therefore in é;fé/of contlnual intergovern- :
mental conflict. (

Whlle all‘governments have been interested
acquiring more revenue to satlsfy éhe 1ncreas;ng demands .
placed on them<by their bonstxtuents, fiscal negotiatlons
have been compllgntea by ! the economic 1mbalance between the
N regions of Cﬁnad&.
V.conggrns depegding ?W;
mych weig tney,caé;

and gtxong representation in o;tawa. have been concerq
wizh obtaining more tax room, thus increasing ‘their inde—-
pendent actiOn ‘in: the area Qf policy and 1mp1emepgatxah ﬁt

‘7 : |
- . 16. Wilﬁrid Eggleston and Q. T Kraft;} Domi ion=Pro~ . v .
Coe=l v.;ﬂ,g;';ﬁ-a dies and Grants: A Study Prepared for the R
L.+ Roya | Commigsion on Domin. ion-Provincial Relatjons (Mlmeo- I
o gnap ;“Qutawaa King'e ?:inter. 11939) . pr 4.7 : )

17, nigma smeen. Federal~Provinbial

““f;g, 'Whgn wn vqma to look. at’ the golitiga& :ala$1Qna ;‘5“5,:» 

' ovexnm@nts in fadern;»ays:ema, o ig is cbvioua . PRI
upita raxi ! n); than otheran' R, J:i May, P

i td(Qxfgxgz clagendbn arg;s. o
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programmes. The less wealthy provinces, having a more
restricted tax base, have appreaahed tﬁe ﬁegotiatiens with .
the objective of reeE1v1ng monies from the federal ngern-
ment for the prov1319n of services and the developmenb of
their eaonomies. While the interests and influence of thg.'
G‘/)‘ individual provinqul governments vary, the relative power
of the federal government must also be taken into account
A strong federal government, in its desire to respond to
. Ats national constituency, may be inclined to thwart or
help certain .interests presented at the'negofiating table_.19
The relative power and influence, as.well as tﬁe
ab%llty to provide persuaslve arguments ‘to support each
p031t10n, is very importanq in determlnlng the policy out- .
comes and what changes are made ln the arrangements between
"thé units of government.' The problem of financial arrange~ 55
ments between the two levels of gqvernment involves not \
only the dlStrlbutlon of reévenues between the federal and’
provincial gove;nments, but also the relatxonshlp between
the units of govFrnment at the regional fevel.

: Eeﬂnrations contain relatively poox’ units and rela-
o tively xich - units. . , . The or units favour a
' redistributive system of federal finance,'and in q,
order tQ: nchdeve this geperally support a ceptral
~ governpent-with strong fiscal powers or a centrah-
. - ized scheme of revenue allocation subjeet to - . S ’
" . periodic' independent review, while- the rieh units~ | S :
Co Ty - favour fiscal>decent; ilzation and’ revenue tgansfer& A
., if they ‘are neregsafy, based on units relagive v,
e uontributicns gﬁghe federal revenue.2 L T

]y o 8. the pr¢a q’ ody: tomake /.
- to.the . prqvinceﬁ ﬁon ;he,p r ﬁf.@qﬁg;igﬂng e
'gnbiiegsgxwiqag and fon g kgf compe y
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‘ovinces' views of how the federal system

ped, as well as how the revenues ought to be
' on what basis, \are influenced by the fact
‘regional disparities in Canada. The -wealthier.
the issue, frém the perspective éﬁa£ the .
monies belng redlst ibuted are coming }argely from itheir
coffers usually take\a position opposite to that of the

"

”poorer proJ}nces in def\ining fiflncial need. _ They' have

qpestloneé/the economic wisdom of massive transfers-throhgh
equallzatiqn or 'other mean

, arguing that too much would
"k}ll thewgoose that lays t |

golden egg.

ederal assistance is - I
governments which ex~
is not much enthusiasm

Thougp for 'the most part
*welc? med by those provinci
© /pect Lo benef;t byrlt ther

~ ! mlxa fee%ings, ‘'except when the takg the form
C { of mofey with no strings attached, . Questlons con-
‘ ! cern% the criferia for assistance, ;tle designa- -
g tion' -areas to'receive it, and th amount and

i form § 3 assisfance should take are matters of

R I conqerq‘ﬁo allw evels of government ‘21
& The clashxng zqtgrests of the units of govbrw‘,
'u ting to deal w*th regional disparities 'is thus\ a very stieky

My

S ﬂ&problem gn f#ﬁ calmprovineial relations. \
. PR Q CInc ﬁummafy, ‘the role of the fedefal g. n
A \‘ eduqing dé-ﬁpamd.t:i,es has been: ehlllenged by some provinces ‘ "
¥ ‘ v welc‘md b‘?’ °”‘9"-. Further;vthe method of distributing . . .
W el ral aﬂgistance haa “bheen ¢ontroveraial over the ygars. | L

_ Predsures gk vakious ‘times ane r¢aultéd 1n ‘several methadq RENTOY

-~

*

f‘ff ‘”,;  of “Qdualiziug"‘the inbalance hetwbeq @hg regiops, ‘These | ., i
R qu inqludp wmmdlgmnql g{'anta, !pﬂeinlﬂﬂubammax con-.“‘}i«;"
A " I

L e qh § squalxzation paymgnta, and. 5?”9*5*9‘f%deng' |
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$ome and rejected by others.
e R The dlfflculty of. develdblng a coherent progra%pe : ’
inla federal system whf&e attemptlng to redress the rmbalance “‘
between the regions is fully evident in the posn.t:lons and e
statements of the political participants at federal- prOV1n-

cial meet;ngs The conflicting opinions’ must somehow be = L

- .reconciled. leep the facf that the broces‘ of recongilia-~

*

tion has'been going on since Confederatlen, it i3 clear
that no final solupion to the problem has been deVLSed
Neierthelese the Dargaining-has been contlnuous and the
results of these‘negot;atlons,ere the eugject of this'thesis.
here are two perspectives that -one must bring ) S/

‘to bear in enalysfng this problem. The first relates to Y
the federal system and the interrelatidnships of' the govern- a
ments, which is manlfested in their behaviour at federal— //
provxncaal conferences. Here the issue is muddied by the
fact that in any gjiven’ conferenc federal government recog-

ition of the plight of the poor & prov1nces must he bala ced
against the dempnde'of the wealthzer provlnces for increa sed

\\

tax capacity One canngt overlook the fect that. whlle_ e

/£

'J'Quebec 1n an econqm;c sense is a poqr prov;nce, its atti— " T%@-
" tudes are shaped more py cultural preeeuxes than’ by snrlct Ll

‘€aonomig QOnSLGexatiode, In analys;ng the variops fiscal ' ey

’agreemegke(which havd been made sincq conﬁed rat;on,‘the
intemrelations 1p of these varioue etrande‘cannot be over- R
looked T R gw“‘ ,,-, o ,-3‘ L

'.)nh
W
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-7t10n of DREE and its programmes. | \ .

LA )

)
cetera. As such, this study will be l;mlted to the examlna-
Finally, no study would be complete w1thout some
comment on attempts to refokm the federal system itself.
It would appear that the efforts to resolve .the issue of
regional dlsparltles ohce and-for all durlng the’ negotlatlons

‘on.conslltutlonal rifqrm, Whlch took place between 1968 and

1971, illustrate thé dilemmas involved in sé;rching for the
final solution. Since most of the debate surroundlng the

{ssue has been flinked with f;nancxal relatlons this sebject
Dyt dlsoussed first. ' '

oS
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CHAPTER 11

~'  REGIONAL DISPARITIES IN HISTORICAP&&ERSPECTIVL
v 1867 ~1.1941

LY

. \
. LA
7 - - ' — —

. !
The two .levels of government in Canada, through

negotjiation, hawe B&rlveh to’ qch1QVQ the economic capacity
necesaary for - viable Qedﬁpn} swatem)-,The imbalance
betWeen the: various regdons in‘%erma oﬁ resources and-’
fiaca& capacity has made the prch%s that much more gom-~
plioated for the federal government Eas been called on to °
ensure‘not ggly_xts own viability, but-also that of the

‘provinces. ' <

_ Confederation was seen by the provihces as a Z:)
method ' of achieving a more secure and prosPeroua way of
life for themselves. While, cnéy saw the advantagq- of some
kind of union,“thﬁir local concerns and the deaire to .
ppotect their local particu ailfzs determin that a
federal, rather than a unitZry, system be adopted.

. An analysia of the chfedetation debates lpﬂvea no doubt
that thq*{pde;nl govexnmenq/ was to play the dominant .xole
in the new nation Although the rcqgonaibilitie- asaidned
to the prov1n¢cu were not exg,”f .4 'be costly, due to
the prevailing philaaophy of. }a ¢ it wam stil)
recognised that their programmaq‘nxponditurQl would exgeod
thotr revenues. L

The Confodo:ution qghpthu

" of how to ‘provide the necessary r‘,fgh
The financial negotiations gre e
weye » thoto: in d.tarnininq wh,??

[
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accoptablc to the pLObpectxve members.

The Quebec Conference found oonsxderable diffi-
culty in reacHfing a subsidy formyla which would
satisfy the demands of equity, and meet the wide
variation in the anticxpated deficits of the
difTtrent provinces,

The anticipated costs facing the Maritime provinces of

Nova Scotia and New Brunswick were much greater than those
for OnLarxo and. Quebec. The philoaophy of equity prevalled
pnd determined that the colonies adopt a uniform subsidy
system based on per capita grants. It became evident that,
due to the existence of regional differencee, the political
negotiatioha would require some departure from this,.
principle (carefully justified), in order to achieve ion.

: To arrive at a uniform subsidy that would neither
~ give Ontario far more than it needed nor absorb ¥
n undesirably large percefntage of total federal
vernment revenues, Nova Scotia had to reduce
her estimate of required future expend1~

The compromise solution was a ber capita subsidy of eighty
cents; which would be adjusted (in the cases of NOva Seotia
and New Brunswick only) Ra the population inqpeaaed to a
maximum of 400,000.

In additidn to the population
itself would. not yield the ‘necessary re
the provinces, another-tranafer was agreed upon at the
Londom conterence -~ # grant in support of government,
based “on the relative size of each region's populasion.

The federal government wag- to take over the
4ebts of the provinces, and the Principle of equity

-

ubs Ex, which by
o any of

. \I':',“ L — oy el
U, Conada, miss ,, ,
- Rrovincial Relation 1 (Ottawa: Queen's Printer, 1954),

. P+ 45 Hereafter cited as the Rowell-Sirois Rebors, I. -

: 2. A, Milbon Manra. J. levgy Perry and Donuld I.
4% . Beach, .The Financing 2aN Federation; The

U gggggggwigggg. Canq?"ln T-x Pnper No. 43 TorontoaHCnnadian
. Tax Foundation, - 1966). pr 2. s, . .o

v N .’
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NS # s in provincial debis be.taken
aystem AL debt allowances was
Mt of $>9 per capita for the

into conside
worked out.’ )
pgovinces ofu5v'»i-“ ,“‘FE1;* and Nova Scotia, and a
special rate of $ 17 %6’ New Brunswick was established.
., From this amoupt, the actual debt assumed by the federal
government was subtracted. Interest on the difference
wouig be paid either to the provinces or to the federal
government, depending on whether the assumed debt was more
or less. than the allowable one.

The negotjiationsa cdhtinued and throughout Lhe~
discussions, it became Apparent that the provxnces*qﬁuld
not be considered equal -~ some provinces were in,[gct
pobrex than others. This difference would havé to be
taken into accdunt. 7 : S

After cutting down . . . thed local expenditures
to. the lowest mark, it was found that New Bruns-
wick . . . could not possibly carry on jits local
government with the sum per head that wduld
suffice for all the rest. New Brunswick impera-
tively required $63,0Q0 per annum béyond her
share, and we hadq either to find §hat sum for
her or give up the hope of union.

Rather than increase the transfers to all provinces, an.
unacceptable alternative fro@ the point of view of the
. Fathers, New Brunswick was granted a special subsidy of
$63,000 per nnnum‘ﬁbr a ten~yeax period. Table I1I-1
shows the Confederation settlement of 1867. a

The attempt to reconcila the principle of equity
and the disparate needs of the governments had, in 1867,
resulted in ad hog decisions, with compromises based on
political cxpedianey. Once the agreement had been reached

‘3. 'rm Hon. m: Geon/ge Bxawn. in canada, Lagialatura,
2 ' pct of th 1fede;

'”innt of Canada, E arl Thi on (Quebec:
: nglilunntax¥ Printarl. 1865. Rhotogxgphie Reproduction,
Qttawa; King Printer, 19511 'ﬁ» 93, ,

-
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Table Ii-1

Apnual Subsidies to Provinces at Cenfederation

. Thousands of Dollars

o, Grant in
' Population Support of Special
Province Subsidy Government Grants Total
Ontario 1,116 80 - 1,196
Quebec 820 70 - 960
Nova Scotia 264 . 60 - 324
New Brunswick 202 50 63 315
TOTALS ) 2,472 ' 260 63 2,795

Ll

Source: Wilfrid Eggleston and C. T. Kraft, Dominion-
Provincial Subsidies and Grants, A Study Prepared for the
Royal Commission on Dominion- Provxncial Relatlona (Ottawa:
King's Printer, 1939), p. 6.

2

R = - o
however, the Fathers had intended that the terms be con-
sidered final.

Let this too ever be kept in mind that the [approx.]
$2,630,000 to be distributed to the local govern-
ments from the federal chest is to be in full and
final extinguishment of all claims hereafter for
local purposes; and that if this from any cause
does not suffice, the local governments must
supply all defixienclgs from direct tax on their -

\ own localitiaa \ .

The'Contnderation settlement, then, was based on

number -of principlaa which were to affect the area of
dominionﬂprovineinl relations from that‘time on. Firat
it was recognized that the federal government had aome
rnuponaibility for proyidiag pssistance to the provincen,
Second, while the subsidy aystem was intended to be’uni-
form for all prpyincen. the federal government was forced
to recognize the existende of differences between the
regions, which resulted in the graqting of & special nub*;

#4dy to New Brunswick. Third, within a few ngxa of Con~

: S — o '
4. Brown, 9p. git., p. 94. o -
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Table II1-2
Annual Subsidies to Provinces at Their Entry Into
r Canfederation ($000)
POpula: Grant in | : Build-
tion Support of Special Land ings

Province Subsidy Government Grants Grants Grants Total

MAN. ‘ /
(1870) 13.6 .30 - - - ~43.6
. B.C.
(1871) 48.0 35 - 100 - 183.0
' P.E.I. J
S (1873)  75.2 30 - 4 ~ 150.2
, ALTA . : ‘

SASK . ‘ .

(1905)  200.0 50 - 375 93.7 718.5
NFLD.*

, (1949) 260.0 " 180 1,100 - ..1,540.0

.

s r

Source: Canada, Dominion Subsidigs 40 Provinces, Including
Other Transfers. A Referepce Book for the Dominion-Pro-
vincial Conference on Reconstruction (1945), pp. 9-10;-

and Qanada, Parliament, "Terms of Union of Newfoundland
with Canada," Statutes of Canada, 1949, Ch. 1.

*The terms of pettlogent included "an additional annual
subsidy of $1,100,000, payable for the like purposes as the

various fixed annual allowances and subsidies provided by
statutes of the Parliamént of Canada from-time to time for
the Provinces of Nova Scotia, New Brunswick, and Prince

Edward Island. . . ." "Terms of Union of N wfoundland with
Canqda."’p 29, ,

!cderation, the principle that the terms were to ba con~-
qidcreq a final settlement was to bhecome meaninglenn, In
1869, Nova Scotia received special conaideration due to hexr
~ inability to exist with the original . terms f aettlcmenc. A
+ and achieved cqualitx with New Brunswiock. It became ) | Co
evidént, moreover, that a qhangq in the bargain w&,h one
A pxcvipe, ;Jed to other prqvlneon kgnggotinting theixr tsxmn
| o ot 'sattisment and dtmnndinq oqunl consideration - fgr theix,
L pg:ticum pmhlm % needs. ' . 6
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With the expansion of the nation and the ehtrance
into Confederetion bf new members, specific terms of
settlement for them had to be negotiated. Where possible,
the priginal subsidy system was to be applied; however, the
rdsmand for special consideration resulted in different® terms

" of union for each new member. Table I1I-2 shows the final

results of each province's financial‘negotiations with the
Dominibn ‘ N

In each case, special consideration had t3 be
given to the particular condltions facing each area. But
it must be emphasized that political expediency was a very
important factor in determining the outcome as well. The
previous political existence of British Columbia, Prince
Edward Island and Newfoundland resulted in strong bargain-~
ing positions. Manitoba, Alberta' and Saskatchewan were .
created by the federal government and the regjonal delegates .
had no such political base on which to rest their claims.

4

A Manitoba was created prematurely in 1870 due to

the Riel rebellion. The delegates representing the colonies
were in a poor baréelning position, which was reflected in
their terms of settiemegt. The province's small population
and her lack of a fipancial base resulted in the necessity
of overestimating her population in order to provide a bere

. minimum of funds for the ‘new province. ' Unlike the four
1 original provincea, Manitoba was not given jurisdietion

qver the publi¢ domain and her dependence on federal funds

wps even greater than it would ordinarily have been. While ‘;T
the totdl sum transferred to thﬁ provincg‘ was ggneraua on - ""'
a per capita basis, it waa inadeqnnte in light of the lack A

"QE othq; rnvenqq aourceq which the prcvince could exploit

‘and the great costs that werp Qahioipnted in thdz,étting wp ‘.

» = i

5, Chgntqr nartin,”'nominion ;fﬁéa' pgli@y." 1n,'Aff

“Dm< .l'."» ool




| renegotiate the settlement very shortly after the agreement
was signed. ‘ , " —~
British Columbia's previous existence as a polity '
strengthened her bargaining position.. Once again, the '
negotiations had to take into account the sma)l population
of the area, and a new‘type‘bf grant was used to provide
the required funds to the new proviﬂce. Even by generously
Ve estimating -the region's populati&n, the subsidy system fell
short of the region's tevenue needs by $106,000. Conseguent- ! {
' - ly the federal govefnment proposed that British Columbia &L
"y ... convey in trust . . . a belt of land twenty miles ‘
wide in return for an annual payment of $100, 000""6 | oo
As in the case of British Columbia, Prince ) k
Edward Island was in a relat;vely strong barga;nlng posi-
tion. Special consideratlon of regional partlcularlsms
again resulted in a modification of the terms of settle—
ment. The per capita debt of the Island was $41. 00 if S
‘ the $27.77 rate had bgen applied in caleulatrng the debt *
- a)lowance, the Island would have been required to pdy to -
+ the Dominion over $60,000 per annum in interest. A new
rate of $50.00 was introduced. Another unique problem
taken into censideration was the fact that two-fifths Pf
Prince Edward Island's lands were held An absentia by
English owners. A "lands aubsidy" was provided in order
tq buy beck the alienated lands. '

, The rapid developmeént of the. Northweat in the
last part of the nineteenth and early part of the twentieth
centuries resulted in the creation of Alberta‘and aaskate

* chewan in 1905, Agaxn, the weak bargq;pan pgait&cn/of

_" nhd W,L Q. Joe:g (Tgrontox whe Macmillan Campqny df Cnngdn. .
' 1938)c ?P% 474-25, . A .
“. ' 6. P. G. Craighton,. Brit ﬁ;s_u' ) n_at- Confe ,,
tdon, A Study Prepared for the Royel Cm 8 i
RraVAncigl Ralah;onl (o:tgwqx xing's Prin ; 19 ), p, 90. .

. t .
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\! .y* ' + . Vo ‘
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the area wa# to result in the alienation of the public
domain,ﬁas had been the case in Manitoba. The uniform
bsidy system was applied (the population subsidy and
thengrant in support of governmeht, as well as the debt
allowance rate of $27.77). Unlike Manitoba, they received , \\\
& grant in lieu of lands, and a "buildings" Subsidy for a
five-year period which was designed to aid Eﬂe new provin-
ces in the setting up of their .governments.

In the ‘case of Neﬁfoundland, generous terms of /
union were worked out.. Moreover, unlike previous instances,
the terﬁs were considered interim only, for the federal
govérnment promised a Royal commiss;?n would be set up to
determine the final terms betweep the Dominion and the

7
new province.

' ' o’
VA number of observations may be made concerning B
. the preceding summary of the terms of .settlement. First,

the terms were all settled on an gé hoe ;basis: the federal

- n’\. el ’
gowernment wished to avoid precedent-setting special grants o
! ‘to the provinces, and thus attempted as much as possible

to apply the standard subsiay system as 7et;out at Confedera-

} tion. Second, the provinces all pleaded'that their special
. problems needed special consideration and appropriately i
‘ | SRR TS L.

- 7.."In view of the difficulty of predicting with suf-
ficient ‘accuracy the financial consequences to Newfoundland
of becoming a province of Can#da, 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 to enableé it to continué ‘public . 7 -
o services at the levels and standards reached subsequent to -
. -the te of Union, without resorting to, taxation more ' |
.. - burdensome, having regard to capacity to pay, than that
"7 chtaining generally in the region comprising the Maritime
' Frovinces of Nova Scotia, New' Brunswick and Prince Edward o
- island,". “Terma of Union of NewfoMndland with Qanada,” ' . Lo
"A9%8 oL Parliament, 13 Geo. VI, 1949, ch. I, 8..29.  The. . 'y
: Ay*_,jg‘w_ugguqmgn,;;qﬁﬂzinqng;alotgrmq;enma,inJ1&@4-withﬂ!n; .
1 additiopal subsidy Rf. §8,000,000 ger anpum. e
T Rt R L T e, Sl

[P Y : Vo . -
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unique terms were nocyssary. Third, as the subsidy system
was not rigidly appl’ed to cach confedegating member,
neither were the tofms af, settlement considered final.

As now provinces erft.efed and special provisions werce made,
! p

other prOViﬁcos ap voached the fvdcral governmonL demanding

equal considexation|.
The finanfrial renegotiatjions between the two

j
levels of government, as hak*becn indicated, beyan shortly

aftox the Aet had buon pasch Despite the reluctance on
tho part of the fodcxod govOrnmunt to dish out increasing.
amountq of moncy to thc provxncbs political pressures

resulted in the acknowledgement that reqlonal differences

would often legd to thea rLConbldULnLJOD of the financial .
, " 8

terms. Where poutible, howevex, the federal government
attempted to justify the increasced funds in such a way so
as 'to feud off any attempts by other provinces to recejve
similar "special treatment." , ’

In 1873, for examp}e, the appoftionment'OE‘the

debt between the provinces of Quebecc and Ontario was /

challenged by’ ngbeq. ,Hoplng to avoid a confrontation with

QueBec, the central government assumed tbe total excess

~ debt, claiming that it was correcting "an error of the Con-
. federation agrgement,"yand was "restoring the harmony

between the two provinces."8 To appease the other provinces,

y
tha Pominion paid extra sums to them, save for Prince Edward

Island who had recexved the speelal debt allowance ratg of
§50 per head that same year. ‘ ’

v The Province of Manitoba, through continual ‘
pressure, managed to alter her financial arrangementsva

s

8 Wilfrld Eggleston ang C. T, Kraft DomlnicnﬂProvinn‘
 gial Subsidies snd Grants, A Study Prapaked for-the Rqyal

Commission on Dominion~Provineial Rglatxbna (Mimeogtaph;
anawa. King s Printer, 1939), R 16.
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number of times, largely because of her obvious dependence
on and insufficiency of federal funds. Thus, in the years
1869, 1876, 1882, and 1885, the federal government provided
increases in subsidies, a lands subsidy to compensaté for
- their lack of control of the public domain, and temporary
gjrants. While other provinces also pleaded for .s?vial
consideration, the federal government often refused to
entertain these .claims. | f h
As the years went by, the provinces, in varying )
degrees, began'to realize with increasing anxiety the
"financial straitjacket" that Confederation had placed .
them in. The pressing flnancxal difficulties of the
provinces resulted in tpe first Interprovincial Conference,
held in 1887, to dlscuss financial and other constitutional <
questions concerning the federal system. The méetlng was .
attended by the leaders and delegates from the provinces
of Ontario, Quebec, Nova Scotia and Manitoba. Ontario, a '
province relatively we11~off was less interested in the N
financial issue than/in Alimiting the powers Qf the: federal
government so it could not interfere in the province's$ -
affairs.” While the ederal government refused to recognlze
the legitimacy of that Conference, the ‘provinces continued
to press for the amendpents. Another I nterprovincial
Conference was convene 1n 1902; however it too met with
no success, : - P
-In 1906 a Dominion-Provineial Conference, was
called by Primsmainister Laurier to diseuss the subsidy
system. The federal government requested ‘that any pecial
"~ claims be presented at that time. Britiah cqumb1a ‘
| hqlediately stepped forward, asking fo;: the "apgointmenﬁ R
'Of a 'special commission to consider thé e.‘l.q;una of [that] o
,'prgvings gxining Qut of its geggraphiqnl situatxon."g e e 3¢13

I i [y . . o
! " R 4 (X
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Unwilling to cross\with Premier McBride, yet fearful that

the granting of the iission would lead to an outbreak °

of cial claims, Laurle asked the C onference to declde

the KCourse: of actlon

The conference acted upon Sir Wilfrid's proposals.
It declared that a commission was "inadvisable;"
and it expressed the opinion that, "in view of the
large area, geographical position and very excep-
tional-physical features of the province of British

' Columbia, it is the opinion of the conference that
the said province should receive" an extra subsidy
of $100,000 a year for ten years.

British Columbia withdrew from the Conference in anger.

The special grant, however, was included in the new subsidy
arrangements which also provided: " (1) that the grants"for
the support of government should be appreﬁﬁmately trebled;

and (2) that the limit of population; on which 80 c_ents'per~

capita subsidy was to be paid, should elraised,ﬂllw

‘ Despjte attempts by Ladrier to ensure that these

new financial terms would be considered more permanent

than the’original terms had béen, the new settlement nerely

whetted the appetite of the prov1nces, and shortly’ there—
after, pleas emanated’ from British Columbia for bettér
terms. Manitoba, upset at:the generous settlement
Alberta and Saskatchewan, also pressed for better '

settled thé questlon.of westward extension. I
alsq raised in an acute form the issue of the
enlargement of Manitoba. . . . Why, [Reblin]
" asked, should these parvenu.provinces be more than

three times larger in size, why should ‘they have

larger BUR51d188 than, the pioneer providbe of | .
the West? \“;‘ b ey

In pe;ponse, Manitoba s boundaries were extended orthward

(Q;ﬁbridges uarvard univers;ty Preas, 1937). p.;lil.
10, Maxwell,lgg ein,, p, ;k; e ,,4 -
1a,;798.i29ﬂ:;?.g$

i B
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/along with those of Ontarlo and Quebec) to their p t
llmlts.‘ Moreover. she received a new grant in lieu of land

andra compens?tory payment for the period from 1905 to 1912
when she had not received compensation.

The federal government also acknowledged “special
need" 1n the case of Prince Edward Island. A delegation
had been sent to Ottawa to present the claims of the

' province WhLCh must be redressed ~- the lack of &afequate

"

communication with the mainland, the lack of a pdbiic

domain, and the inadequacy of federal spending in the

province. An,additional subsidy of §100,000 was announced.
As may be predicﬁed, the special "attention"

given to these three provinces,.soon 1ed other provinces

to consider the time ripe for new demands on the federal

government . S : , .
An Inter-prov1nc1a1 Conference qas called in |

1913, and the "naked claim for better terms was put forward

bluntly and witnout shameé. It w§§§hssumed that the .o

federaI goverpment ought properly’ to act. as a collectox of

‘'revenue for the prOV1nclal governments."%3 ﬁh;le tq‘ pro~

posals were not accepted at that time by the federal govern-

fient, &s the 1907 resolutions had just been in effect for . ‘“Wg

8in years, Sir Robert Borden stated that the federal gov~

,ernment ought to discuss the revision of the subsidies on

a reqular: basis. o ’

“ beld War I and the heavy federql expenditures'x

halted aky‘fprther demands ‘on the federal t; qaaury for a

few yaara' however the Maritlme provinces ere partlcularly

A amant ‘sbout. xeviving the issue in' the 1920"s, [ The. L

aettlemeat in 1912 whigh hAd extended the boqndarieﬂ of " "ﬂ-_;.7§‘

if&hﬂiqf gincea o! Manitdba, Ontazio~and Quepeqa irked thﬂ ;"'ﬂ“ s
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q 'purcpase of the West. Wlth the transfer of‘themdomaln to
‘ the provinces, the maritimes felt ‘that they were justified
. in demanding monetary compensation. %4 Moreover, unlike ° "
many other parts of Canada which had been expandang tremen-
dously in their economic- development thq maritimes. were
. continually sufferlng from economic stagnatlon.\ Increas—“ ‘
ingly, pressures were exerted on the federal government
to redress some of these grlevances L : o ,
_ The use of 'Royal comm1551ons to study and make o
recommendations on regional claims began early in Canadian
history. Chiefly, they were set up by the“federal govern~
‘ment to provide a means‘bf showing concern for the reglonal
feelings of 1nequity, wlthout really prom;ang to do any-
thing about it. 1In 1912, for example Sir Robert! Borden .
announced a Royal commlssion to study the claims qf British
Columbia. It never got off the ground because warlProke
out before all the members had been chosen. In 1926,
Prime Minister King, in reSponse 'to Maritime unrest,h o ;;””
¢ eétablished a Royal commission to examjpe Maritime QIhxmsx~ s
~ The Duncan Commission supported the justness of these

regional grievances and recommended a great 1ncrease 1nl

L}
. . -

o 14 Interestlngly énough while the Maritime claﬁ%S'for
. -compensation with regard to the 1912 bappdary - readjustments L
, were supposedly SQQtled with the appo;ntment of gpeLDﬁncan A e
~ commission, the: isaue was raised in 1956 by Mr. J. | ‘ '
. MacLean (Queern‘'s):in the House of ‘Commons; "Recently S
,Pr°P°5¢% was made at the inter-provineial conferendge. with BT
1 ard to the negessity of reViewnng the question’ ?f subm’ SIS
. - ' gies tao the maritimes in lieu of porthern land. .. .. . . ‘[
' [Ifl the.proposal were followed,” . . there would be a . ‘
consider \ igqrease.A, He went on , ti note the g eat .
- et he‘negxhern 1en en t¢ : prov i
.and, Mgn#tobq,
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' the subsidies as well as a speciail freight rate prov151on
for the provxnces. This Commission indicated 'the re5pon—
8ibility of the federal government" to provide a reasonable

\ balance among the regions of Canada. '

+

It is .ot possxble in such an qndertaklng as the ‘ oo
making of Canada, with its .geographical and physical
' conditions, and its variety of settlement and
deve10pment to maintain always an accurate bhl-~
- ance, apportioning to every:-section of, this exten- "
sive country the exact quality’ of benefit and = '
quantity of advantage which would he’ theoretically
and justly desjrable. But reasonable balahce(is . L
. within accomplishment if there be periodic. stock— .
taklng. We venture to regard the present _ P
occasmon as such-a perlod ofi stocktaking. . . .

a \
N i \ | "
e e - - - . . - - - - - - . .- - - - . - - . \

The outstanding fact, it seems to ‘us, 1s that o .
) ‘o the Maritime. Provinces have not prospered’ and ‘ o
developed . @ither’ in populat;on, or in commercxal . . Do

- . industrial and rural- entergr;se as fqlly as .
other portlons of Canada. ‘ e
p When the question of Marlt;me claims was ralsed !
at the Domgnlon~Provinc1al Conference of 1927, tie Prairie ' -,

. provxnces suppo:ted these claims and in return, received '
., ) _support for their contention that they contlnue .to receive . ‘,Q
t’_the subsidy in lieu, of lands when the natural resources ;', i &
were transferred to the prov1nces. While the Marltlmes R
. appreexated the 'findings of the buncan cOmm1381on, they' SR
A ; ' were not satis Td with its 11mitﬁd scope of inquiry. | | .
Accordinglyg N AX Scotia, in 1934, _set up “its own Royal B N
Mﬁeommxssion to %pqu;re into the" economlg posinion of" thé e '"‘¢Q

S Prov1nce ih confederation‘ ‘The Jones' Report concentrat Y. ERRE
S l Cowo A
o, oﬁ the ha:mﬁgl efﬁects of Dominion pollOLes i 'the area o; S
u”ég'f~' \neonomye devel@pment- In. bhexr study, bhe,oommlsszone;s, l-:ﬁfﬁﬁ'jw

noted qhe force’ which 1eduto thef“
f, Yoo o -

l
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various areas of Canadag Transportation was a chief factor,
but it was by o means the only one explaining Canada's
uneven economic development. "Given adequate transport,
thg-tocation of industries ia determined by the interplay »
of ce factors —- raw materjals, power, and the market‘"lb
They eXamined the tariff polxcxes of the Dominion and the
natural advantages of the central provinces in economic '
development. They believed that the position of Nava Scotia
was not inevitablé, and that the federal government could
redress the aituation. Thg factors leading to tme disparate
position of the Province were: (1) tariff policy; (2)
transportation policy; and (3) "highly centralized and

, A . : .
' ,Btandardized industries operating under the protection of

he first two."17 Because these federal policies had

resulted in economic stagnation of the maritimé province
and had aided the development of the central provinces,

the Jones Commission argued that the Dominion government -
had a responsibility, an obligation to provide 'funds onsn:
the basis of need to the various provincial governments.

In order t0'provide an adequate standard of living in Nava

'-Scotia without resorting to unfair tax burdens, the pro-

v;nce needed federal naaintaneq.la galp

' ‘The use of Royal commissions had bécome in vggue
during the twentiea and thirties and three more Royal
comhxaaion- were established :9 nulapl the claims of the
quornmentn of Albertu, Saskatchewan, and Manitoba for
compensat ion for the Reriod that the federal government
had control of ir public domain. . Moreover, British

"calﬁﬁhia had chqﬁh a qront igterest in the p ble trans-

fer ég xesources np the prairies, and had ap bnchpd the

. .
_l‘
" ¥ . i
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federal government on a similaf matter. As bréViously

mentioned, British Columbia Had transferred & bélt of land
to the federal government in return for $100,000 pér year.
Now, they wighed the lands returned to provincial control.

The fedéral govern&ent after it had given con-
cessjons to the Maritimes and was preparing to
give them to the prairie provinces, could hardly
refuse consideration to British Columbia. 1In 1927
a royal commission of one member, Mr. W. M. Martin

- . was appointed to consider whether the railway
belt and the Peace River Block should be reconveyed
to' Brxtxsh Columbia.l?

while British Columbxa subsequently recegived both her lands

A}

.and the oontinuation of her subsxdy, she again approached
the federal government in 1934. "The province was still
large in area and mountainous in topography; it professed
to pay a disproportionétely large amount in taxes to the
federal tréasury and to receive a disproportibnately small
amount as subsidies.“zo ARs the federal g%uernment was
conceding points to the maritimes, the fédﬁral government
felt oBligated to accede to the western province. An
interim grant to British Cblﬁhbia of $750,000 was
announced. \ . .

‘ By the mid~thirtiea, the federal 90ve;nmant had
found itself in a position of being farced to continually
giVa 1n to regional prea‘}rea for special grants in con-
sideration of partieular concerns, with no guarantee that
the proceaa would ever be arrested. The heterogeneity of
the prov;ncen made it inovituble that there would be aif-
ferences: ' If the faderal governmgnt was to continually
make allowances :or these special concerns, the horizong
were limitless. Thé federal treasury was not. The aon~
cessions were ad hog arrangementa with no purpose in mind

— a R ’
19. Maxwell, op. cit., p. 176.
20. Ibid., p. 178. SRR
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\
other than satisfying one region after another as their
financial conditions proved unbearable.

The federal government's subsidy system was
forced to &xpand radically due to the deepening economic
crisis at this time. ‘

The nature 'and course of the depressijion in Canada
inevitably involved large inter-regional and inter-
governmental transfers of income by the Federal
Government. These transfers took several forms -~
assistance to a few severely depressed .industries,
assistance to all provincial governments to help

in financing costs of relief, and specialfassis-
tance to the most hard-~pressed provincial govern-
ments to prevent defaults of debt and enable con-
tinuation of essential services,2l

The division of powers in the British North America Act
and subseqﬁént judicial ihterpretation had thrust the re-
sponsibility for social services (including unemployment
relief) on the provincial and municipal governments.
Their restricte% taxing powers had not been able t0O match
the rapidly rising expenditures in attempting to cope with
the depression. The provinces were fq;ced to spend vast

‘sums of money in relief programmes, and the debts in all

provinces hecame more and moxe: burdensome as time wore on,
While thia was true of all provinc&al governments,
the burden of .the depression fall more heavily on some
areas than on otheié. The prairies, as an export region,
was hardest hit, with’ Saskatchewan receiving the brunt of

the depression. ‘

If the repercussions upon other sections of the
Dominion were widespread and severe, the con-
ditions 'in Saskatchewan were nothing short of. d ‘
disastrous. Economically this area was the /\\\
most vulnerable in Canada. No other province
was 30 completely dependent upon the fluctua-~
tions in the expogt market. Nowhere was pro- -
duction ug dependent upon the vagaries of the
climate.22 -

ws

21. Rowsll-8irois Report, I. p. 160. 22, Ihid.,p.169,
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The regional impact was aggravated by the
imbalance in tax capacity of various areas under their

tax;ng powers. P

The Capadian economy is-made up of a number of
diverse and highly specialized areas. Partly as
a result of the specialized character of the
resources and industries of the individual regions,
and partly as a result.of national policies, these
regions are closely related and integrated and
are, to an important extent, dependent on each

" other. But although these regions may be econo-
mically complementary, and the existence of each
vital to the welfare of others, it does not follow
that the income resulting from their joint effort
is regionally distributed. 'On the contrary, it
is a distinguishing feature of the Canadian
economy . . . that a very llarge proportion of
the surplus -- and taxable {~ income of the
country is concsgtrated in ahfew specially
favoured areas.

Thus, the effect of the depression could be'analyzed on
a regional basis. "The harder any particuplar area is hit,
and th& more . impoverished its people, the greater are the
burdenS‘which\that area Jnust darry."24 Since some provin-
ces were hit harder thSn”bthers, some regions found they
could not provide the minimal level of "essential" services,
such as 'education, health, and welfare.
The léik of leadership on the part of thc federal

government and the inability of any government tm1pxov1de

a rational method\for dealing with the situation further
exacerbated the situation.

(There) was no\Ge-ordinated or carefully planned
relief policies in Canada during the depression.
It was a polioy\of expedieney which failed either

-~ o promote maximum welfare under the eircumstances
pr towsafeguard the financial position of the’
various governments. The Dominien, from whom
alone lesdership ‘ouxdéhavc come, was.mainly con~"
cqxngd with steer: 3 gy»to-day gourse betwsen ,
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insisting on the constitutional responsibil2ty of
the provinces, and the_necessity of preventing
.widespread starvation.

-The provinces lacked the financial resources to develop
. adequate Qﬁllemes, whereas the federal government lacked
the jurisdiction for the administration of relief. Thus
neither level could provide the co-ordination needed to
deal effectively with the depression.

The growihg pressures on all government arising
from the inability to deal with the depression led, in
1937, to the. ting up of the Royal Commission on Dominion-
Provincial Relationa The necessity of examining the whole
area of ﬁederal-provinclal relations is reflected in the
Commission's broad terms of reference. )

The, operative clauses of the Order in Councdl . . .
instructed the Commission to make "a reexamination

of the economic and financial basis of Confedera-"
tion and of the distribution of legislative powers . !
in the light of the economic and social develop-
ments of the last seventy yeara/

Wwith this momentous task before them, the Commissioners
began an exhaustive study of the history of’federal~pro~
vincial relations, and from their findings, made recom-
mendationa designed to assure the viability ‘of both levels
of government in light of the changingvconditiona facing
~ the nation,

The Commisaionera concept of fﬁderaliam had a
great influence on their recommendations, While they felt
that. federaligm had its characteri-tic drnwbncka,27 the -

»

"' commissioners belfdved that federqxism was the politica;:- )

K] )

25, Row t, I, pp. A72~73. L

26, ;p;g.{ P 13. -Sqé also the apqctfiq tarms of
referente, pp. 9»10,'ﬂ

' 27.. The two b?ﬁy dited warg; (1) rigﬁdxty pnq innls
ticity in.the divieion of pqwargi ,and: (2) lack of thes-
5 ,
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system most suited to Canada.,

A population of common origin and traditions, ,
deeply habituated to think alike on fundamental
issues, may be readily able to maintain the agree-
ment necessary for collective action affecting
the whole range of community life. Canada lacks
that homogeneity and this, in turn, limits the
extent of llective endéavour which can be
effectively/ organized under Dominion control.

o This is wgg Cana?a is a federal state and

‘. must remain so. ‘ y A

They believed that the success of the Canadian federation
rested on the cdapacity of both levels of government to

N effectively finance their respective levels of jurisdiction.
‘Provincial autonomy, therefore, did not rest on the inviola-=
bility of the division of powers as set out in the British

- 'Rprth AmerYa Act, but rather ®n the balancing of expendi-
tures and revenues. It rested on the provision. for
financial seéurityA which would allow the provinces to /
deal with their pafticularisms as they deemed necessary.29 /

) Aware of the tendency among countries all over

\' the'world to resort to increasing centralization,»hen
attemﬁfing to promote some uniformity and harmony in the
‘administration of praogrammes, the Commissioners urged co-
operation in the interests of maintaining provincial

—_— autonomy . v

In 8o far as matters requiring uniformity of treat-
ment, or concerted action can he dealt with by qo-

e °  operation among provinces, or between the Dominion

" ~ and the provinces, the case for additional agptral-

‘ ‘ izatidg to promote gfficiency or uniformity Will not
g " arise.?? ' B .

. . While the Commissioners su?porteﬂ Qniférmity through co-
- operation, they cautioned that 'any attempt to provide

28,

'ir, .
| .. 29. Roweil: " )
. 30, Ibnid | |




national schemes in the general area df social services
;Aand prafumably other éreas of provincial jurisdiction as
well), wOuld be virtually impossible due to. meglonal
differences Thusv while the -pprovinces must be in the |
financial position to provide a minimuh'standard of
services, they must also be free to r68pond to their par-~
ticular needs in setting up these services, 131 (~

. The Commisslon was very much aware of the v1ab11~
ity of the concept of regionalism ;n the Canadian federal
'system, And, while in principle they‘suﬁported the concept
as being basic to the federal system, the growing evidence
of disparities between theﬂregions in Canada was of great
concern to them. '

Regionalism reflected differences in interests and
opportunities which became quite pronounced in dif-
ferent parts of Canada. The various regions‘had
always differed in resources and»geographica; advan-
tages. These promoted economic 'spegialization and
made fgs disparities in the fortuneg of separate
areas.

Concerned with the evidence of frustration and the feelings
of 'injustice arising from these disparitaes th Commis~

sioners emphasized the federal qoverqmgnt's obligation ta” i

ameliorate these feelings, which threatened to undermine
the sense of natioﬁal'unity so impoxtant, to the mainten-
ance of the federal system..'This respongibility was even
,nprg pronounced dué to the negat}&? eff$éta that the

. national policies often had on)Varioud regiona. "The

“n-gggngl pg}ic;aa [of tariff and tranagortation] '
‘inupusly on the regiqpnl*ainpgrigges, somatimes"

Pllytd fon,
counhqracting. but often exgggerqting,"fﬁcm.
rcpult. the ﬁfgqmmdndgnizgg pggsentad by the Com

v

32
3. o

anahe P 127. N
- Y p. 113, R
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centred around the changes necessary not only‘to ensure
the viability of both the federal and provincial govern-

- ments, but also to reduce the imbalance between the regions

af the country.
|

\

The Cémmission‘a attempts to ensure the p;eserva—
tion of the federal system rested on the maintenance of the
possibly conflicting principles of provincial autonomy and

the enhancement of national unity. Regional disparities

in terms of economic growth and incomes had a negative

effect on both of these factors. National unity would be en-

dangered
- - - if the citizens of djstressed provinces come

to feel that their interests are completely dis- ,

regarded by their more prosperous neighboyrs, and
that those who have been their full partners in
better times now tell them they must get along as
best they can and accept inferior educational and
social services, ‘ . o :

A minimum standard of the so-called “essential“ sérvﬁce;
had to be provided across Canada, even though tQéy were Eo
remain under provincial jurisdiction. In order to provide
the funds 'necessary to all proviﬁﬁia; governments to supply
these services, the Dominion would be responsihle for re-
distributing, todsome degree, the wealth of the nation. |

' Apart from the Commission's concerns for, provin-
cial autonomy, they were also to deal w1€Q‘tﬁleeallocntiQn
of responsibjilities, if they thought it necessary. The
hkpansion of»certéin requnaibglitieg to the point where

in the Proposals containing a few fundamental changes .

(We] shall have-to pecommend that certain functions
now under the jurisdiction of the provincea should
'be. allocated to' the Dominion on grounds of the need
- for uniformity throughout Canada. or of the ecopomy

* . dngidental to unified administrption,’ g¢ of 'the
AR L . ) L, . . Y e i . . L
T —— L
~8iroik Report, II, p. 79..
PR sphe By 120
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' .onlygnhn;néminion seemed 'capable of handling them, resulted o }ij.
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unequal g nanc;al ability of the provxnces to
perform them.3

Thus, after elaborate study and rational justifications
for their recommendations, they proceeded to preseqt two

\\\ plans of action designed to revamp the federal-provincial

financial relationship in Canada.
‘Whille two plans Qe}g drawn up for . the perusal of

the federal gt

first one was the most effective. The objectives outlined

vernment, the Commission emphasized that the

by the preceding analysis would be met by the Dominion
.assuming jurisdictién,over the relief of "unemployed employ-
ables" and provincial debts. These measures were designed
not only to provide for the effective handling of the
unemployment relief programme, but also to reduce the
heavy financial burdens of the provinces. 1In order to
pro?ide the ‘federal government with the financial means to
assume these responsibilities, the federal government
would becomé the sole authority to tax in the areas of
persanal and corporate income taxes and succession duties.
This step would also prowvide a means for the redistribut/ion
of wealth from wealthier to poo$er areas, as proposed By
the‘Commibaion.. Finally, to ensure that all provincqs had
the capability to "provide adequate social, eduCati nal
and developmental services," . "without resort to hgnvler
taxation than ‘the Canadian average," the federal /govern~
ment would provide an apnual National Adjustment Grant to
- those prbvinces whose projeobed expendltures fﬁ; essentlal
fservlcea would exceed their provinclal revenqes, set at
.tng national aua:gga,36 Table II-3 shows tha applicatidn
. Of the Natioml Mjustment Grantmto the pravinces ageard-
ing to the. Commiaslon'g calculations. '

41
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Table I1I-3
Application of the National Adjustment Grant
(Caiculated by the Rowell-Sirois Commission)

Natlional
IAdjustment
Province . Grant

Prince Edward Island ‘ S 750,006‘:
Nova Scotla ' . 800, 000
New BrunSWLCk ‘ : 1,50Q, 000
Quebec ' \ 8,000,000
Ontario S, - ——

- Manitoba ‘ 2,100,000
Saskatchewan* ’ $ 1,750,000
Alberta : ' P
British Columbia ' | e

* Saskatchewan, the.province most severely affected by the
Depression, was also to receive an emergency grant of
$4,000,000 in 1937 and 1938, and $2,000,000. in 1939 with
the provision that it would be subject to annual review
and would disappear with the return of normalcy. ' The
years and the grant were calculated as 1llustratxons only
by the Commissioners. Bowell ~Sirois Report, II, p. 102.

.

Source: Rowell=Sirois Report, I1, PP. 87~108;

With the Report. of the Royal Commission tabled 1n "
Parliament in 1940, the provinces and the Dominion pro-
ceeded to examine its recommendations in light of the

effécts the proposals would have on each government. After .

qﬁ 1nspecb;on of the plan, Prime Minigter Mackenzie King ' .A‘}
® wrote to the Premiers inviting them to discuss the 1mple-' - ,1
méntation of the Report &t a Eaderal—?rov1neia&%€§nf§rence ‘k;ég
in Januagy of 1941 - - AR R
.It is the view of the government that adoptgon of" g
the Commission's recommendations is necdessary to Lot £

" .put our couptry :in a position to pursue & policy . A
- ' which will achieve the mpaximum war|.effort and, at - - : ‘\\

.the same time, to la aﬁ@ound foungdation for .
war xeegnatnuctign,- these re_pons, we a~ ulq

: []
% . X . . ,
] ) L . K t
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like to avail ourselves of the earliest oppor-
, tunity tq place our views before the Provinces,
and to discuss Wltg them the recommendations - «
of the Commission. .

As one may have predicted, the governments split on their
.receptivity of the Report,‘deéénding on whether or not;they X
Tfelt they gainéd or lost. The replies to the Prime '
 Minister's letter were an ominous precursor to the tone of
the meetlng. . i
| As can be seen from Table IQL six provinces | "
werebto receive the National Adjustment Grants, and three
* were not. The three not benefitting from these uncondi-
tional grants were British Columbia, Alberéa, and Ohtario.
The letters in response to King's invitation ranged in
tone from del;ght"P non—commlttance to hostility. Asg
examples, note the follow1ng statements. (From Premler
. ' \,
I beg to acknowledge your letter of the 2nd and \
. may assure you that I am very greatly pleased to R

learn that your government intends to take early
action with respect to the report. . . .

Pattefson of Saskatphewan)

(From Premier .Aberhart of Alberta):

Your letter of November 2nd. reaqhed me yesterday
* and I have noted its contents very carefully.

_ (From Premier Hepburn of Ontario):

I was hopeful that a disgussion of this problem
‘,could‘be delayed until .after the war so that
. there could be no possxbxlity of any contro-
* versial issue arisinglwhich might impair national
‘unis& and the effecty e prosecution of the war 3¢

' ., The Dominion-?rovincial COnferqnce eonvened on | ',‘l
| Janu-ry 14, 1941. and it bagame gpparent thﬂt; while all

374 W L, M@lenzie K;ng, Pr;me Miniater of Canadq, T
‘ ”Copy of Let;er Sent by the Prime Minister, Nolrember ‘2, ~N G
}1940.” in'-yminion-;_avingw | Cq;£§29n°§i~ a&da .qunuar_ s

‘ 33a‘.G§§w of Letters sent,by the remiers Qf’ N
'iPr¢Yi:$e! 0£ canada in Raply tq the Prim@ Minisueggf'i Qﬁ_l“
s ppl -x- . s )
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the provinges were interested in discussing methods of
amelioratiﬁg the b#oblems of federal-provjincjal financial
J o relations, it was by no means unanimous thatithese talks
| be based on the Rowell~Sirois Report. The féaeral govern-
ment had set up the agenda with the purpose of discussing
the recommendations and making any necessary changes to - b.

)

Secure agreement. . a

We readily recognize that the recommendations on
all subjects may not be immediately acceptable. ’ "
- They must be considered on their merits in re<_ -
.+ - lation, to the obligations of the provinces as
well as those of the dominion.
If we do not approach the conference with
our minds closed, much less has the federal
governitent any thought of trying to impose the
, recommendations upon the provinces. It is one . . -
. . thing, however, to try, to force a solution, L
and quite apother to do our utmost to flnd oneg.
c What we seek is the largest possible measure of
common agreement to enable the federal and pro- .
vincial, governments so to cooperate as to'make
our Canadian system work with less frictiop and -
greater efflcxency for the benegét of the paople g
of Canada in all the prov1nces _

Recognxtion on the part of the Dominion govérnment that
the recommendationa would nat be acceptable:in totq 'to a1l
j provxnces was confirmed by. the opening addresses of the ) A

. . .-premiers. While the pxovinces of Quebec, Nova cotia, o :
.o N&w Brunswick and prifce Edward JIsland were QJV‘prepared ;" |
‘to accept'ﬁhe 1mplementat10n of the recommendation® with-
-out some'revision, they were eagep to pegotiace with the
A qu . aim of aﬁhieving a satisfactprx promisa’bgsed on“the
Report, Maq;toba and saskatchewan pressed for the' adoption
oo of the racommendationa withput it seemn.~be;ng qqncerned “” g; f

“b\‘\' ! )
. aboﬁtLaq’ ﬁazic ohangea to them. Thus, six of the provinces
RO indien¢§d ‘a willingneaa\to continue ‘the mgeq;nga as tha
SR federalfgovennqent h@dwintended. o “«,_‘ffw s ;3;

: . ) L .
' " e ; : R
) ..». (% l’- o p : E e \ RN

. 7‘“,! 5.1 , N ‘ “,,v...‘, .,,',,.f.r.',;“r, _ [} ‘S | ’, .
Lo .3 2 Mp kenz;e King. "Opening Addnggs by the 3r1me
) " R 1)“3!5»59 ﬁn/ " ..1-._}_*# P' TN




Such W @ot the case w1th regard to the remain-
Y ing three px« 1nces \ Premler Hepburn, 'who had unsuccess-

fully attemptea to delay the conference until after the

Vot

war, was the first to agtack the repott.

‘(I believe]) that y did a public, service in calllng

attention to the sact of throwing into the arena - . .
: of discussion a hlghly contentious document at a o
time when people who love the Empire and all, it -

stands for are concerned with one thing, and one '
thing alone -~ the successfuk prosecutxon of a
victorious war. . . . / )

- - - - - - . - - - - .'o/o‘)-). ... .‘- - -

g Let us guard carefully for fear a 51m11ar
frankenstein [propaganda/by a "centrally-controlled
A -power"] does not appear /in our midst. In the first
e'gy . flush of public reaction\the propaganda machine s
C3A . «made it appear that to/’imglement this document e T
L . would make the provindes richer and, at the same-
. time, make the dominion ricker .by Ahe simple
rocess ofhtransferr ng debtg and revenues to
the central governmént ,
‘E 3smuch as there are odiy two partles to :
the degﬁ‘ surely ohe need only\ © have. an elemenghry SRR
: knowledge of econgmics to appre §Ate thﬁ fact that . C
b ' both cannpt win. . \

In other worda, Ontario .was afraid tha&xrhq,xXCGmmendatLOAE

espegially con- -
ﬁ\cerned thac she herself would' ‘syffer.. \\e | o
i Bfitish_Columbla. too, oprsed X repagt. o

e |  Each'of the [five economic. and social] | A
distinctive and there is nothing to be g&:ned

»

wonld make»the pxovinges poorer, and wa

u*-’ B " ‘and much to be lost in attempting‘to briny them oo~
T , to a common level. Everyone desires to se NV e
T 5 Capada strong and unlged but this object cannot - | Bt #5
-7 " "/, be atchieved by way of a m@ch Mzation to. estab- T
B ',vfbliph a general Canadian aver B The tendency- . L Ok
, ‘ || “of the course recommended by"Wke commission . - ¢ ' e~

&

y,wé would be to lgwer the genoxal atandhrd Of develQ
‘, \ ment ratbem#han kg Taise; it, | :

- - ,,w'.' :}’ k Y . s
49. yitchell,lg ﬂa ;'rn. Fremie: of,pnta119%
Provinegfof ontnria “;{b}d}, pp, 10-12. “%




/-' "\ ' f
""" And Alberta s premier, Willlam Aberhart colourfully
N
stated , to ‘
‘ I feel a little bit like the old lady who -
had'her first operation. The folks gathered

around her and said, ."How did you feel when |
you went under the anaesthetic?" She said:

"I felt just wonderful, beautiful. Every CT
problem in the world seemed to depart from ™
me; everything was solved for me all at once. ' AV \
'T floated up, as it were beyond the clouds, /"' g

- L and I thought I was in hegven. ‘And then I
opened my eyes - -a little bit and 1 saw the . ‘ k1
doqtor, and'I knew I could mot be in heave . -
o As I listened to the arguments this ﬁter- o
noon it appeared to me that only one thing was o
w necessary to'solve our problems complétely and = .-
make ther pass out’ of existence, but when I
* open my eyes and Iook straight at those' prob- ‘ o
.. lems I find that they cannot be solved" 1h this ' , -
way,42 ) . , L
Whether ‘for or: against the recommendatxons, all the govern~_l
. ments based ‘their arguments ofi nat;onal unity and the I
f?“successful prosecutlon of the war effort, The f1rst day R
_of the meetxng ended and the governmenta met to attempg : “f'
to draw up a plan of action.l The attempt failed, The % '
federal MiniSQEr of Justice, Ernest Lepointe announced- AR

- Six premiers were in favour of appdinting committees - @
o~ ' . for the purpose of consmderl -and, giscussing the R
o ;'reegmmenQQtions of the Rowell é}ggaa peportjgihate S
everitheir final attityde might'be as td'thethdge-. . - Y
. 3 Q ,,'Iecbmmendaﬁions.g ee premhéxﬁ_‘ S
.+ . declared thfE they would refuse to sit ‘gp conmm.
: . fox the-purpose of donsidering- and discussin 3
_“4%,»A',pxe¢icated upon. gh Rowe;l-sgrais neport, as hey ‘
iy, wexe opposed to it p:j,.nciple, ~,50 m}‘@em.,, ttee ‘7.
Cemae o n was re ommepdeé r.o b appointed ERI
o e iion- Mr PA‘:!"L‘ULQ; ‘r*'; Ih reg to the cﬁacussion 5‘,,'_
SRV ' of our ‘meeting: ﬁhis%mormnqm 1 -mey say R
g ,(’/ n rpremierp of: ?oxx‘tarie and’ Albert:a exgql_( B
SFIASEII opposed’ z Qhe formation of. any. qoﬂf ' , L
f{\?;-EVuwﬂ \Qtegg‘pas d u n_th «gﬁp&r:,, \ PR
o T, ABERHAM:: “Bug that; dp o8 noi; ;nemos:he,_,\ We el
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are not ready to discuss thegwhole case in its
widesat aspcects, and all the problems that we have
ps between the dominion and the provinces.43

The qonferenqo ended, the Rowell-Sirols Report angd its
compreheonsive plan had proven unacceptabfe to certain of
the provinces, hardly a surprising conclusion, given the
kegional nature of the nation, a fact which the Commission
itaelf had recognized. The important point is not the

diéagreement among the provinées but that the cleavage

. between those supporting and rejecting the Report rested

on the allocatjon of the national adjustment grants. The

wealthier provinces, not receiving these grants, refused

:to accept the recommendations as the basis for a new

financial scheme. 1t appeared that for any Kind of reso-
lution of the dilemmas of the financial system, 8some
alternate approaches were necesaary - Consideration had

to be taken to find a means of reconciling the needs of

the poor provinces and the demands of the wealthy provinces.
From: 1941 to today, these cross-currents heve affected
tederal -provingial financial relations and is the subjecc
of the next chapter. * -
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CHAPTER I11

FEDERAL-PROVINCIAL FINANCIAL ARRANGEMENTS, 1941-1973

~

Beginning with the 1941 Dominion~-Provincial
Conference, the federal and provincial governments have
met rogularly to iregyotiate financial arrangements designed
to satisfy, as much as possible, the increasing revenue
needs of beth levels. Discussions have revolved around
the taxing authority; fthe federal government having the
unlimited power to tax, thé proviﬁces having the power of
direct taxation, a highly elastic and lucrative tax field.
The Dominion government, having assumed the responsibility
for ensuring national economic growth and stability, felt
it necessary to control this tax area, since it provided
them with a powerful fiscal tool in carrying out this

function. 1f,. however, the federal government was to

assume a dominant position in the direct tax field already'

-occupied by the provinces, it was necessary to give the

provinces spme sort of compensation.

Basically, then, the discussions between the two
levels of government have . uocussed on the amount of money
the provinces would or should derive from what Nava been
called the three "standerd taxes" qf pernonal and corporata
income Yaxea and succeasion dutiea. The initial arrange- "
ment was the Wartime Tax Agreement of 1942. This has. hcon
£01lowed by successive five-year agraementa to the present
day.

e xp many ranpecca. ‘the agreements to 1957, a

pntiod which gncompaaaed the Wartime Tax Agreements and

the tax remtal agreements, pnr‘ilel thh negotiauiona found



at Confederation and those which followed in its wake.

One finds that different "options" were prescnted by the
federal ygovernment, designed o maximize the revenues
available to the individual provinces but within fixed
‘aggregate financial limits. At the same time, one-finds
the federal governmeht negotiating unilaterally with
individual provincial dovernments, which is reminiscent of
the discussiong sd@%ounding the terms of entry of British
.Columbia, Prinec Edward Island and Newfoundland. It is
clear thag each province was anxious to secure as much
revenue as bossible frbm‘the central government. The

" particular circumstances of each region, however, resulted
in the need to adopt diffegent methods }6 achieve arrange-
ments satisfactory to each province and.yet leave no prov-
ince with the feeling that it had not been treated fairly.
Other than the various options offered by the fiederal |
government, it is difficult to isolate any concrete policy
designed to eliminate regional disparities. Clearly, the
philosophy of the Rowell-Sirois Commission in recommending
National Adjustment Grants based on fiscal need was not
followed. It had become evident that the pogitions of the
wealthy, as well as the poor, érovincea wopld have to be
considered. What were some of the options and how did théy

' affect the individual provinces?

With the rejection of the Rowell-~Sirois recom-
mendations, the federal government had warned the 1941
Conference that it would be forceq to control personal and

' ccwporatign income taxes for the duration of the war.l The-

. provinces agreed to this temporary measyre, priivided that
they were adequately compensated. Given the heterogeneous
nature of the provinces, the federal governdﬁét found it
neeesaax& to draft two options. The first Opt;on; adopted

2O VO, R Maanll.',e nt Pevelopments in | jnion~
*Eigv;gggg* Relatioms in gnna?a (New York; Natiomal Bureau
', off Economic Rusearch, Inc., 1948), p. 1l. , . ’
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A
Table III-1

Dominion-Provincial Tax Agreement, 1942: Calculation
of Basic Payment Under the Two Options. Based on the
Nearest Fiscal Year ended December 31, 1940.

($000)

Proviﬁ‘s . Tax Option® Debt Optionb
P.E.I. 252 265
N.S. 1,611y 2,585
N.B 2,450 3,279

" Que. 20,586 1,702
Ont. 28,964 9,428
Man. 5,055 3,174
Sask. , 2,093 ‘ 4,33Q
Alge.- 4,081 2,729
B.C. . 12,048 5,503

a. Provincial and municipal revenues from suspended
taxes. ' -
b. Debt service charges: interest on gross debts
excluding debentures, discount, amortization and sinking
fund or debt retirement; less interest receipts, less
succession duty receipts. .

Source; Table 4, A. Milton Moore, J. Harvey Perry and
Donald I. Beach, The Financing of Canadian Federation:

The First Hundred Years (Toronto: Canadian Tax Foundation,
1966), p. 20.

by Saskatchewan and the Maritimes, was qi}ated to the
dehta which these provinces had accumylated dquring the
Depreasion. The gecond optiop, adopted By the remainder
. of the provinces, was baseq on the revenue yielda of the
relinquiahed tax fields in the fiscal year ended 1940, Table
11 shows the application of the two alternatives, the
more bgnefigiql of which was ta be the basic rental pgymant
to the provinces under the agreement. ‘
Sane‘}ha tax ugreement was to replace exiating
special nuboidiea for the daration of the'waxr, special
congideration had to be 9& en to dertain provinces.: Thus,
the todexnl govg:nmqnt‘aago ‘proposed "8 0ubsx§y based on

L)
i G/ .
.
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fiscal need if need could be shown.?% Table III-2 shows
the effect of the Wartime Tax Agreements on thé provinces.
‘ From the Table, one must note the recognition of
é!fferences between the provinces with regard to the agree-
ments. While special grants were to be discohtinued as a
result of the scheme, the Maritimes were assured that
theirs would be reinstated after the expiration of the .
Act. 1In the cases of Manitoba, Saskatchewan and British -
Columbia, no such guarantee was given. Recognizing,
hgwever, the relative disparity between Manitoba and Sas-~
katchewan on the one hand, and British Columbia on the
other, the two former provinées were to receive additional
subsidies for the period cdvered by the tax agreements.
The fiscal need subsidy was only granted to the Atlantic
provinces. N o

The assuranoefﬁi?;he Minister of Finance that .
the Wartime Tax Agreemeht would be a temporary one, and
that the federal government would withdraw from the direct|
tax fields one year after the war ended, proved-to be an !
empty promise. \ )

No great perspicacity was required. . . to foresee
that the forces that made far federal occupancy

during thegyar would not be spent after the war, ‘
that taxpayers might wish to retain the luxury '
of ohe law and one return, and that those provin-. AN

cial governments which recejved more by way of
subsidiea than from provincial collections might
prefer to continue the agreements.3 '

The war, which had resulted in the general acceptance of
federal control of the direct tax fields was replaced in
the post-war period by the fear that unless the federal

government retained control  of these tax sources, it wbuia | ,
not be able to deal with future emergency situations., Of ;
particular concern was the poesibility of another depression

oo — y N " . ’ : ' K . : +
2.'ananl, op. git.. p.-11. . o
3. Ibid., p. 13. .
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following the conflict. The central government, with the
end of the war in sight, began to draw up a series of pro-
posals to present to the provincial governments. . The con-
fllCt between the federal and provincial governments over
_the 1Qbrat1ve direct tax area was to start anew.
't .

- The Conference on Reconstruction was convened' in
Ottawa in August of 1945. The recognition of provincial
and, by inference, regional differences of the federation
was made clear at the outset by Prime Minister Mackenzie
King;
My colleagues and I have, as is our duty, given
first consideration to what we bélieve to be in the
interests of Canada as a whole. But we have sought
always to keep in mind the paramount fact that
Canada is a federal state in which each of the
provinces has its own special characteristics and
special problems. The Dominion's proposals have
been so framed that provincial and -national govern-

ments alike would be strengthened in their capacity
to perform their appropriate €unctions.

The financial proposals were, in effect, a move
on the paﬁi of the federal government to rent th direct tax
fields fr
presumably after Which the terms would be renegotiated and:

the provincial governments for a number of years,

renewed. The reluotanee of the provinces to relinquish the
direct tax fields altogethér, as expressed in 1941, had
regulted in thissbeing the only acceptable alternative. The
_compensatory payment proposed in” return for the rental of

the tax fields, was a minimum annual subsidy of $12 per

'head based on the provinces'’ pbpulatioﬁs as determined by the
1941 census. It was to be automaticglly increased as the

| per Qapita gross national product increasgd.s py linking

2 conferench,194§; omin;qn,and
’A;lenar ,ccnference_Dis_usai-na

Qanad:mm 'r;x'Papex p 43 ('.l‘orcnt:o: )
-'Eoun ation. 1966), P 2.
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the adjustment mechanism to the national economy, the poorer
provinces would benefit from hatiohal economic growth, what-
ever circumstances their particular region faced.

The federal prqposals provided for rather gener?us
sums for the wealthier provinces as well. Table III-3 shoW§
a comparison of the provincial receipts, before and afterV
the proposals were implemented. During the ensuing months
of discussion, the regional nature of the federation became
readily apparent, for the financial proposals were accepted,
with some reservations, by the "have-not" provinces, and
rejected by Ontario and Quebec. The Conference reassembled
on April 29, 1946, where attempts to reach a consensus
failed. The Conferénce adjourned sine die on May 3rd.

The difficulty in reconciling the different pro-
vincial interests ultimately resulted in the breakdown. |
The basic concept of federal-provincial financial relations
varied with the circumstances of each province. Ontario,
whose direct tax fields were very lucrative, argued that
each government needed control of its own tax sources to
ensure financial responsibility to its electorate and to
uphold the principle of provincial autonomy. This position
was articulated by Premier George Drew. ‘ ‘

Any arrangement. . . which provided for a central-
ized collection of the greater pagt of the tax
reguirements of the provincial gowernments and
* made. them mere annuitants of the central govern-
ment would place the provincial governments under
the contrpl of the central goverpment to an extent
that meetings of the members of the legislature
would becqme almost meaningless, . . . If the '
provincial legislatures are to continue as free
and respqonsible legislative bodies within the con-
. ception of the-British North America Act, then it
'would seem clear that the provincial governments
- must have the authority over their,own taxation
“within clearly defined fields.® . ;o
N S , ‘
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The dependence on the financial transfers from the
federal government had pre~determined.thé response of otﬁer
provinces, who were less concerned with finégiial autonomy
than with the maintenance of a strong federal govérnment
dapable of granting larger transfers to them, Premier q. B.
McNair of New Brunswick thus stated:

With its control of monetary policy, and the broad

‘ and unlimited powers of taxation it possesses, the
Dominion is in a position, drawing upon the resources
and tax bearing capacity of the whole nation, to
see to it that the provinces are placed in a position
to maintain their local services at appropriate and
uniform Canadian levels.

He went on to urge, not 'the repeal of the Wartime Tax Agree~
ments, but their revision, "wjth a view to meeting the

rising costs, and the needs of our [Provincial government)

8

sexrvices generally." The emphasis on the provision of

governmental services and_ a counter-argument to Ontgrio's
position, was presented by Premier Douglas of Saskatchewan.

We do not'agree when it is said sometimes that the
surrender of taxing power necessarily involves- the
dass of authority. ~ '

\

- - - - . - L - - - - - - - . - - - - - - - - - -

These tax agreements have in no way restricted the
capacity of the provinces to serve human needs;

A and as a matter of fagt w elTeye it has enhancedg,

the powWgr of the prowinc#s to satMafy human needs.

.Quebec, on the other hand, a firm advocate of provincial
autonomy)“agreed with Ontario that the federal government -

must be opposed in its endeavours to qentralize furthgr
power in the federal system. With these seemingly irrecon-

‘cilable positions taken by the various goverpments, it is po
'wonder that the Conference adjourned without agreement. Tbe'
'poorer provinces, hampéred‘by their weak taxing capécitiesg;

.wquld,ngt,bgﬁéfit from gaining further taxation powers; the,

[
-

7. Dominion-Provi

8. Ibid., p. 28. - ‘ .
'9.. Ibid., 'p. 35, ° .

«



‘Table III-4'

1947 Agreements: Minimum Annual-Payments
to Provinces ($000)

. \ Fi;sta Secqn Thlrd Most Favourable
Province Option Option Optlon ‘ Option- ‘
P.E.I. 1,930 2,007 2,100 Third (2,100)
N.S. 10,345 10,870 ~~~ . Second(10,870)
'N’B. 8,773 8,592 ~~~  First (8,773)
Que. 56, 382 53,717 -~ First (56,382)
ont. 67,158 61,415 ~—— First (67,158)
Man. 13,540 12,653 ~~~  First (13,540)
Sask. 14, 350 15,291 — second(15,291)
Alta. 14,228 13,982 ~~~ - First (14,228) -
B.C. 18,120 14,058 m~~ - Fitdt (18,120)

’

a. First 'Option: (i) $12.75 per capita on 1942 popula-
tion, (ii) 50% of psovlnClal income aq& corporatlon tax
revenues for the fiscal year end;ng nearest Dec., 1940,
(iii) statutory subsidies payable in 1947. '

b. Second Option: (i) $15.00 per capita on 1942 popula~
tion, (ii) statutory.subsidies payable in 1947.
c. Third Opt10n4 avallable only to Prince’ Edward Island.

Source: Table 7, Moore Perry and Bdach, op. cit., p. 130,

weglthief provinces . (and Quebec, fith her emphasis on pro-~

vincial autonomy), were not h¥ppY with federal control over

the dlrect revepue sources.

With the failure of tﬁF 1945 COnference on Recon-

structlon, the federal government reverted to negotlatmons

“on a.province by prOV1nce basis. Ontario and Quebec stehd-

fastly refused to enter ‘into these meetlngs, a factor wh;ch
hampered the federal governmenp s attempts to achieve some
sort of basic national scheme. “In .an_effort to gain the
cénaent'of all the prpﬁiﬂceé‘to a tax rental scheme, the

: ‘central government devised three thxons for ealculat;ng

the: bag;c compensa.brﬂ“payment. Table 111a4 ahows the
!-A0ptiops aPplxed to each of the p:ovxnces. - s

[}
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ok The calculation of the guaranteed minimym payment

wibfﬁp provide a "floor" for the pfovinces, an imp péﬂpt
g?ctbr;in budget plann}ng. The.actual payment was li?ked
j#ipcreasing populapioq within® the province or an increase
hﬁ'ghe;gross national p;oduct, factors qhich also resulted
In'é creasing expenditures, and a corresponding need for

ﬂ¢£Fased revenues.lo By using the gross national product

" ag A determining factor, the provinces experiencing slow ‘
'.ép9ﬂbdic growth ﬁ?gld'attain a share of the general wealth
BFedted through economic prosperity. It did, however, tend

: #§l§ehefit the areas of rapid growth ﬁs wsll, with the

?%ﬁjl? that the federal treasury paid out‘conSiderably more

tha ~
‘MZ;ITbe,overall effect of the acceleration for popula-
L jtlon and gross national product may be judged from
*' ,the fact that had the guaranteed minimum payments
,béen in effect for the five years 1947 to 1951 thé

the minimum payment.

! .
iy

‘,M”’thtal'payments would have been $413 million. .. In
[, yfact the adjustedlgfyment came  to $558.8 million,’

i

!
y
F,N?ﬁqor ‘about 35% more.

‘ The agreement was an attempt to allow the prairies
o .the maritimes to.benefit from national economic growth.
! V" \} * .

'V@W)VBY selling certain rights to the Dominion for the

1&"14 term of the agreement, they are put in a position’ ' -
m y{-of sharing with the two centrak prbvinces equally ‘ .

ol ! on a per capita basis the productivity of the three*

pﬂ,u great fields of direct progressive taxation ~--

i I corporation taxes, taxes on personal income and .

‘E | succesdion duties. Surely this is going very far -
[t iy to meet the test of fiixed need 14 : C ,

'J##owizinq that Prince Edward Island would not receive

LA A [ ‘. P . . \

‘3%? éiclent::eyenugs,from(either of the first two options,
['klle federal government offered the Psland prpv’.i,ﬁpe a basie

: nent of $2,100,000 pér annum;%fwhe point here-is, while

4

=a3._ T =
.

ST e~ e L

Ny
t /LR N B . £
st L \

",' o ,;o‘ M,Qorel ?erry andBeachg FQ'EQ_‘-Cit-’ qu‘?-~ - ' /‘ﬂ.

p, "Budget Speech,

for"of Finslije, "By ‘
Beach, op. git.,.

12,0, L. Ilsley, Minisi

Uit

f

| LERE
.ﬂ Pe '3), ¢ ;
i Lo ‘ s . . "y

,"’!",'0 . I Ry v L, s : e .
YR o ! . - T CO
T B P o , ' o S T N *
Vool Ty e . Lt . , R DRI L v . [N N Ty

A § M . ) . Lo oo . LR S SRR ¢
A’.I e L . . . j" N ) ER \ S
AV} e S PO (] . ‘ - o
it . - PR .

%JA




recogn1z1ng the reglona dlfferences between the prov1nces
of Canada, the feder gove iment tried to even these dis-
parities by tylng the paymen s to the natlonal economy
rather than soleﬂy provincial factors However, the provin-
ces of rapid growth would still, in the long run, have the
advantage over the poorer provincdes. The federal government,
in ¥tempting to satisfy all provinces, had prov1ded more
generous terms to Optario and.Quebec. Nonetheiess, they . L
refused to enter into the agreements. The other seven" l
_provinces, and later Newfoundland, signed agreements which
lasted for a five year period bringing Canada into what has |
been described as the era of tax rentals.
N4 The federal gpvernment proceeded to renegotiate -
' the tax arrangements in 1950, two years before the 1947
agreements were due to expire. The Prlme Minister, Mr. St.
. L.auxrent, convened a conference in that year to discuss a |
N ‘continuation of the tax agreements The Korean War, and’ the
» uncertainty involved in forecasting longvrange federal expen- “%}f
- dxtures,!resulted in Ottawa's reluctance to lncrease dramat1~lw
- cally’the payments to provxnces, Nevertheless, since the
B federal government was des;rous of ‘maintaining 1ts firm grip
- on the direct tax flelds some compromlse was necessary. In
reqognltion of the general need erf’bre revenues, the o
.+ "+ federal government proposed td increase the guaranteed mini-
. » . mum payment by approximately 50 per cent: Whmle this wculd
K ‘, raise the floor of the payments,'“Lt would not 1ncrea5eﬁthe o .
,*,“"actual payments, since the, adgustments for populatlon and '
‘economic .growth had already raised them above’ thls 1eve1 ;3 .
o DS sueh. the Opt;onslwefp basically the same as f,(*¢)?
o ’those undex the 1947 ag ements.’ Another alternatmve, how— Ll ; o
L {‘ffiﬁ;ﬂever% was brought fprward, designed tq”@eet the demands'of L T
) '1i+:‘ontarxoqf R new method of calculatlng the guaranteed mlnimum{ R
v wWas ;mt-rodw;qd. (17\* the y;Leld bf personal mcome tax at 5?6 C '
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v Table III-5 ’ ‘
Guaranteed Minimum Annual Payments under the 1947 énd
1952 Agreements, Per Cent Increase, 1952 over 1947,
and Annual Adjusted Payments for 1952~53 ($ Mllllons)

Guaranteed Mlnumum Payments , = " -
1947 1952 Per Cent Annual Adjusted

Province Agreements Agreements Increase Payment 1952-53 ‘o

. Nf1d., . - T | ]
(1949) t 6.2 9.2 48 = 12.3

P.E.I. - 2.1 3.0 43 ., ' 3.9

N.S. . \10.9 15.3 a9 » 20,2

N.B. 8.8 12.6 43 - 16.6 . |

Que.d  56.4\ 85.1 53 . 115.0° ’

ont. 67,26\-?' 101 8 51 137.2

Man, = 13.5 186 . 38 24.7 )

Sask. : . 15.3 20.0 30 25.6 Y

Alta. ~  14.2 2.0 . 56 I, 29.4 - ,

B.C. .,  18.1 . 29.6 63 . .41.4 T

v

‘.

A ' , .

T

a. The amounts shown for Ontario and Quebec are the
amognts that would have been payable had. they entered the
agreenents.

Source: Adapted from Table 10, Moore, Perry and Beach, égf
01t.. p. 42, R . ' '
of the 1948 federal‘fafe, (ii) the’ province would recéive ; .
the equlvalent of a prov1ncial tax of Bk% on corporatlgp o
‘profits, (11;) the average fgvenqe yleld received from '
succe881on duties by the provlnce for the last Lwo years
before the duties were suSpended, or for the three fiscal
-years. 1947, 1948 and 1949 Ln the cases of Ontario ‘and
Qqebec, and (1v) atatutory subsxdies payable 1n 1948 LU C .
This - option qu benef;cxal QnLX to Qntario, ra;sxng its 'g{ﬁﬁiﬁ; 'ﬂk
mxnlmum payment'by $2 ‘million. The remgxn;gg provinces ‘wére "ﬂﬁ;g
better off undex the revised optxons bqsed on’ Q@r cap;ta.,”; R -;;

. " . ‘ ) . oy A &
b . ' ! B PR * o :

. . . .

44 aﬂouglgs Abboct Fedeqal Minlster‘of'Einance,.__i-)
: ,f;_.eLCOnferenee‘of.Ee“ al ial  Ge
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.(and Quebec, if she had.uqreuq;f,ld‘
. A .1 B

per capita plus %0 per cent of the direct tax roevenuos,
bascd o the year 1948, Table 111-5% shows a comparison of
the t wWQ agreements,

The 1952 agreement i were signed by nine of the ten
provinces, Quehee boeing the ‘(‘xvopL_i(m‘. ~ntario did agree,
but only aftcer the tederal government alluber t;() lovy
her own succession duties, 1t must be notaod that while all
provinces received more money, the gap between the wealthy

and the poorer provinces was increasing: the percent

ment were greater for Ontaria, Al

increases in unconditional transtans from wk&g federal govern-
: II

ey .

‘@. a Frit.ish Columbia
) L -
ar Hemoent ), than to

w s )
4 thé poorer provinces

\}

the less well-to-do provincedly |

LT 2

were receiving additional fun
[

hpport government pro-
grammgs, the disparitiou were not, by any means, being
redroased.. i )

™~ The aéreements of both}l947 and 1952 had been
drawn up with the federal governmént‘s assurance that the
provinces would not be pressured intb signing. Provision
had been made for "tax room;" which provided non-agreaing

provinces room in the direct fields without the danger of

“double taxation. Quebec challenged 4his assurance, claim-

ing that she abatements were not eqﬁal to the amount they
would havefreceibéd under the scheme.

Quebec, imposed a personal income tax at roughly .
15% of the federal rates. Ottawa responded, after
aome. provocatijon from Mr. Duplessis, by raising
ite afraonal income tax credit to 10%. Even this
*‘move, Yhowever, cost the fedetal treasury considerr
) ably leas than a tax rental agreement. . . . [The]
5% overlap left the only' example of so-called double
. taxation, in the federal-provincial arrangements,
“sQmethiny long Aecried by the federal ggvarnment.ls .

The general agreements were endangered by the federal "Qonw
ceasion," ‘for the change threatened to lead to demands on

: ’ ?
the part of the ather provinces to alter 'their ‘terms of ,

agreement . ) '
f B

-

‘ }5.&“0&‘0. Perxy and Reach’, op.. m.. .p. 46.
. . . i ! t . .

"y -
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With tho growing defiance of Quebec, and the-
increasing restlesaness on the part ot the other provinces,
the foederal government called a Conterence in 195 to dis-
cuss financial arrvangements between the two levols® of governy
ment . The Conterence was the first time in over t;wo dacades
that the govﬁrnmonts had met in timoes of normalcy; the
Korcan War had canded and the economy was relat’ivel'y buoyant.
The task facing the meceting, therefore, was one of %Lvmptlnq
to balance the needs and resources of the two governmental
levels during a perjod of expansion and prosperity, a time
when provincial EXponditures had risen dramatiically in
‘rolation to those of the federal government. The crux of

the matter was presented by Prime Minister St. Laurent in

4

his opening statement;:

Our present problem is two-fold -~ to achieve some
method of sharing of the revenue available from the
direct tax field, and some reasonable degree of
.equity and stability in the revenue of the various
provinceas. The latter involves some recognition of
the fiscal need of those provinces whose tax poten-
tial is less than otheri -+ some payment of subsidies
of one form or another,

The Prime Minister went on to point out with great clarity
the chief conflicts which had become evident in previous
negotiations to settle these problems. Referring to a’'
perfect financial formula, he atated:

(The perfect formula} should ensure responsible
government at both levels, make possible far- .
sighted fiscal polichies, permit the richer provins
nea to benefit from their wealth, give asBistance -
“'to the other provinces, avaid duplieation of tax
laws and separate costly systems of tax collec~
tion, avoid the need of tax credits, stabilize
“provincial revenues, protect provincial indepen- . ..
dence, safeguard the strength of the federal L
. treasury -- 9 very large number 'of competing '
objoctiwgs. ' '
[/

17&;& p. 14, | , :
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The federal government, after raising a number of thorny

problens, proceeded to introduve a new set of propofials
aimed at their resolution.

The 1956 tax agrecements were based on the COHCOPL‘
of "tax-sharving" rather than the previous idea of “tax-
rental.” Thus, the new proposais were an uk}onsion of the
alternative designed in 1952 for the province of Ontario.
The federal government provided tax credits in the standard
tax fields. The provincial share of these three fields was
ten'per cent of the federal tax on perfonal incomes, an
equivalent of nine per cent of a province's tax on COLpora-
tion profits, and 0 per cent of the federal tax on cstatos,
The ovinces had the option of collecting Lh¢sc taxes
thpw‘\lve » or of renting the entire field to\tpe central |
government and receiving from it the equivalent amount.

Aware that tax capacities varied from province to
province, and Qonsequently that the monies received under
the tax-sharing agreement would not meet the requirements
of some governments, the Dominion introduced the concept of
equalization. For the first time, fiscal need was, specifi-~
cally accounted for in the financial agreements. Moreover,
in reaponse to Quebec's demand that the agreements be
Btrictly voluntaxy, the equalization payment was to be given
to gll eligible provipces, whether or not they signed the
agreement. The provinces were free to spend it aé they saw"
fit. The payment to a receiving province was to be "equal
to the amount necessary to bring its per capita yield from
ite share of tax rental payments or abatements. . . up ta
the weighted averdge per capita yield for the two provinces
in which the yield was the highest."18 By weighting it to
the revenue yiel of Ehe top two provincea, all provinces
save Ontario werg to receive some degree of equalization.

A stabilization aym‘ht wan also to be provided equar to

18. Moore, P rry’and‘aaach{ op. ¢it., p. 55.
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95 per cent of the average payment. to the.province in the
last two years, if the new arrangement prond detrimental
to certain governments.

Dﬁring the negyotiations, the question of how the
provinces wbre to receive more revenues from the federal-
government again highlighted the disparity issue. The
wealthier provinces wanted a greater share of the standard
taxes. The poorer provinces, with their restricted tax
capacitics, demanded a more generous equalizatjon formula.
The federal government had been unwilling to go as far as
some provinces had hoped in recognizing the fiscal needs
of the governments. It was argued that provincial need
could not be based sole{y an revenues generated by the
Standard taxes, as the totail revenué picture was vital in
determining fiscal need. 1f capacity was to be equalized,

- other income sources had to be taken into consideration.

By using only the standard taxes and ignoring other revenue
sources, the total'capacity, and therefore fisepl need, was
not the basis of the equallzatxon payments -- the schedule
was dxstorted Provinces with lucrative revenue sources in .
areas other than the standard taxes (for ekample, natural
resource revenues) recéived equalization that they may not
otherwise have been entitled to, while the have-not prov1n?
ces, whose tax capacity in all areasyas generally Qelow
average, did not receive "their due." It was, however,\a
move on the part of the federal government to assume direct
responéibility for reducing financial disparities amongst
the provinces. While the .payments were made on a proyﬁncial‘
basis due to the nature of the negotiations between ‘autono-
mous governments, the regional nature of the federation. the
grouping ‘of sections of the country continued to be a
eharac;ariatic of the arrangements. This is highlightéﬂ if
the equalizatigp payments are revealqd in“per capita terms. -
Table III*6 shows the Proposed payments to the provinces on
a total nnd per capita bnsia.‘.
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Once again, Quebec elected to remain out of the
arrangements, collecting her 5&& taxes. Ontario only
partially entered into the agreements with the federal
governme collecting the personal income tax revenués for
her. 'la:evenues from the taxes varied considerably from
province to province, as can be seen from the Table, and
while the equalization payments were a steﬁ,towards‘recon—
ciling fiscal capacity and fiscal need, provincial revenues
were still not considered (by the provinces at least)
adequate to cover their expendltures l

The "option" approach which had bfen preV1ously
adhered to was no longer necessary, for thel formula was now
applicable on a national basis, and with equalization was
flebe
While the 1957 agreement increased the revenues avadlable

le enough to take provincial variations into account.

to the provinces and recognized their different fiscal
cagacitles it did not satisfy provincial demands, eithekr
for a greater share of the tax pie or for éomplete elimina-
tion of inter-provincial fiscal disparities. As such, sub-
sequent nedbtiatidns since 1957 have led to modifications
of the agreements along these two dimensions. Table III~7
shows the equalization payments to the provinces from the
years 1957-58 to 1972-73 and illustrates the current
importance of this program which had very modest beglnnings.
. A further. step towards recognizing the federal
responsibility to the more disparate regidns was takém in
1957 under the new federal leadership of J. G. Diefenbaker.
The Prime Minister, at the 1957 Federal- Pfovincial Canerence

stated; |
/that the Atlantic

I believe that we'ail récognize . . .|
Provinces as a group are confronted with greater
difficulties in public finance than the rest of the
nation, if they are to maintain the s¢rt of Provincial
and Municipal services that Canadiana‘generally
expect.l |

19. Dom on~Provxncxal cgnferegce, 1857 O;tawa‘ Novem-
ngwv-th and_26th, 1957 (Ottawa: Queen's Printer, 1958), p.12.

+
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Table I11I-7(a)

Equalization Payments by Province, 1957-58 to 1961-62
($ Millions)

1957 Agreement

Province 1957-58  1958-59 1959-60 1960-61 1961-62 .

Nfld. - 19.8 28.1 30.1 28.0 28.7
P.E.TI. 3.4° 5.8% 6.0 5.7% 5.4°
N.S. S 17.2 26.2 27.8 26.6 26.1
N.B. | 8.6 22.6 24.6 23.6 24.0
Que. 43.3 60.2 74.9 64.7 67.4
- Ont. . —_—— — —_— —_——
" Man. 14.2 13.4 14.7 13.2 12.9
. Sask. 20.3 20.3 23.4 21.6 23.0
‘Alta. 12.0 13.5 16 .4 15.3 14.0
B.C. 9.3° 9.0° 5.9 7.4 5.92
. TOTALS 148.1 1991  223.6  206.1  207.5

a. Includes stabilization payments.

' -

/




Table 111-7(b)

Equalization Payments by Province, 1962-63 to 1966-67
($ Millions) :

1962 Agreement

Province 1962-63  1963-64  1964-65 1965-66 1966-67

Nf1d. 32.2 32.4 37.6 41.1  39.2
P.E.I. 7.1 © 7.4 8.2 9.0 10.5
N.S. 28.2 30.7 36.0 40.7 - 47.9
N.B. 25.9 27.3 33.0 36.4 44.2
Que. 68.9 69.9 99.0 117.0 151.3
ont. — - — _——— ——
Man. 13.9 14.3 19.2 22.4 30.5
Sask. 22.7 22.1 25.0 28.7 31.4
Alta. - 11.8 6.4 4 —— ——
B.C. . A mmm = -
TOTALS 210.7 210.4 258.6 295.1  *3B5.0
X
- ()
¢ [
, @ N
‘ 2,
v " I’. " .
.



Table III-7(c)

Equalization Payments by Province, 1967~68 to 1972-73
($ Millions)

. Iy
, . 1972
. 1967 Agreement Agreement
Province 1967-68 1968-69 1969-70  1970-71 _1971-72 1972-73
Nf1d) 65.4 - 73.0 95.9 96.7 110.1 . 112.8 -
P.E.I. 14.0 16.1 19.1 19.8 20.8 0 23.7
N.S. 72.5 79.4 89.9 91.7 94.6  *104.3
N.B. 62.ff 70.7 85.5 89.2 94,0 104.8
Que. '273.1'“h 3922 439.6 408.7 446 .5 446 .1
ont. L — e ~—— ~——
Man . 37.3 46 .8 50.7 52.2 50.0 58.1
Sask. 24.5%  30.3 72.5  96.4 54.8 94.2
Alta. = -~- m—— e o~ m—— ~——
B.C. el e SN S elate Baloialll £-= ===
TOTALS 549.6 708.7 853.2 854.8 . 870.8  943.9

b. InCthes a transitional guarantee. A . i

c. Note that Saskatéhewan's payments rose dramatically
between 1968~69 and 1969-70. This was probably the result of
the poor agricultural conditions at that time. The heavy
dependence of Saskatchewan on the agricultural sector
resulted in the general economy stagnating.

Source; Moore, Perry and Beach, Table 25, op% cit., p. 107
and David B. Perry, "Federal-Provincial Fiscal Relations:
The Last Six Years and the Next Five," Canadian Tax Journal,
XX,. No. 4 (July-August, 1972), Tahle 1, p. 350, The Equaliza- .-
tion Payments here include fiscal arrangement payments and
Atlantig Adjustment Grants. The Newfoundland Additiondl ang °
Transitionsl Grants are also included. It should be noted
that- certain of the figures are estimates, however,- the
general trend is"clearly illustrated in the table, .
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Rather 'than expand the tax base of the équalization
formula to include more revenue sources, as the poorer provin-

ces had advocated, the Prime Minister proposed an alternative.

My colleagues and I are prepared to recommeng to
Parliament some form of special assistance to the
Governments' of the Atlantic Provinces. I ask you
to consider what thé total amount should be and how
best that' this assistance will be prov1ded by all
the people of canada. 20 : .

While the recognition of regional dlSparltleS was not
questioned by the conference premier Frost of Ontario made
it quite cleér that this principle was not the only one
which should be taken into account in revising the agree-
ments. To 4im, an equally important consideratibn was the
cost of providing services in rapidly expanding areas.

We recognize that all the difficulties do pot lie in
the Provinces having the greatest concentration of
industry and population. We support adjustment pay-
ments to the other Provinces.
N T T e
However, Ontario cannot get along with the present
standard rates upon which the whole system of fiscal
adjustments is based. It is fundamehtal tHat the
standard tax abatements be ralsgf to'a realistic
level if the'system is to work.

They proposed an increase in the standard tax sharxes from
¥.0~9-50 to .15-15-50 to meet the increasing costs to the

provinces.

The more hard-pressed provinces emphasized their
awkwaxrd sxtuation 4n attempting to provide a nanional mini-
mum atandard of - sgﬂvicea with less than average revenue
yields, a ‘familiar - -argument. at the conference table. o
Premier Hugh J. Flemming stated:

If -New Brunswick is to prov ‘a reasonable level
of services, . .wi hout impoWng taxation substan-
tially heavier thafl the Canadian average there is
. .no alternative but an adjustment grant to supple~
\  ment any per capita payment of gen.ral 8

e}

‘ éorm(iﬁioqsbrévg&tal cOnference,ﬁL%?, p. 12.
21, Ibid., p. 18. 22. Ibid., pp- 39-40,




The prairies also entered into the f;ay, pressing for recog-
nition of their special needs. The Premier of Manitoba,
Douglal Céﬁpbell, supported‘an increased equalization pay-
ment on the basis not only of»finencial heed5 but also as

a matter of right,. as retribution for the discriminatory
policies of the federal government.

We are . . , claiming the recognition of a right. We
want to get back some of the money that our people
are pQYLng each year in the form of higher prices
due in large part to the tariffs and other devxces
erected by the Federal Governmentt which have had, |
the effect of protecting the manufacturing 1ndus~ Voo
tries mainly concentrated in Central Canada.<-:

This argument is reminiscent of the prairies' special elalms

in the past.
In general then, all the provinces advocated that

they be given increased funds for one reason or another. "the
problem faced by the gederal government.waslthet demands pre—
sented to it were often contradictory and, if any one prin-
ciple were accepted' the benefits would not be felt equally
'The crux of the matter was stated by Premier Douglas of
Saskatchewan.

The fundamental failure of the present flscal arrangee"
ments lies pot/ so.much in the method of sharing as in
the size of the shares themselves. Of the ‘total SRR
collected from the three tax sources covered in our ‘ :
arrangements,‘the Federal Government to-day pre-empts , /-
about 70 per cent, and the remaining 30 per cent %s'"
parcelled out to the _provinces. Yet, it is the Lo
provincial and muniaipal governments whiC? are bearing
the brunt of increased expenditure in carfying out
& their recognlzed functions. We believe there is only
one answer: 30 per cent share must be lnereased .
ﬂpbstantially. . , , : X
‘The 1957 conference resulted in. better berms for’ '
all provinces. The tax abatement in the personal income’ tax ;
’ 4y

field was 1ncreased to 13 per cent, a move which resulted«1n
'substantial 1ncre§ses ‘in the equalization payments More-

over, the- gederal goverqpent xmplementeg,£t3~§(€posed system 3'f i“l'

[

23 ‘Do‘mn:oneProwincial conference

957, p; 57.
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of special grants to the maritimes.

The Atlantic prov1ncei adjustment grants consti-

tuted an arbitrary amdunt of additional uncondi-

tional assistance to the four provinces concerned.

The rationale for these grants was the geneﬁglly :
low fiscal capacity of the Atlantic xegion.

The provinces agreed to split the $25 million allotted to
them as follows: $7.5 million each to the provinces of New
Brunswick, Nova Scotia, and Newfoundland, and $2.5 million
to Prince Edward Island. Newfoundland: received a further
special grant in 1959 of $8 million (less the balance of '
transitional payments) for a period of five years.26

. ﬁ-npmber,of principles had been introduced by

1958 which have been the basis of the financial arrangements
to the present time. First, the federal government throﬁgh
equalization assumed the responsibility‘to reduce the
financial disparities amongst the prov1nces to a point where
the poorer ones could maintain a minimum level of services
'wlthout too heavy a tax burden. The ratuonale for thlS was f"
stated by Prime Minister Diefenbaker in 1957.

We [thd federad government] believe that this Feder-
ation cannot thrive in.a climate of glarlng dispari-
ties in levels and standards of services and de
‘ment as between the several prbvlnces from Newfo d~
land to British Columbla.?

Secondly, the requirements or reallties of provlnCLal

.’autonomy ‘demanded that these g0vernments be free to spend

this income as tn"‘saw fxtl‘ Thys, federal. transfers under
these’' agreements were to be made in a way such that the
provinces recexved the necessary funda without copditions
being attached. Third the speclal case of the. Marxtlmesﬂ

. was' recoqnlzed and, in. an ‘effort to help the provinges most
in ne?d of federal asslstance, special grants to this region

V'
L

L 325. Moore, !ef;y and Beacp, _g c;t., p. 61. -
26. nud., PP.. 61-63, e S




were introduced. ‘ PR

This device was interpreted in some quarters as a
move to raise federal aid to the poorer provinces
without similar assistance to the lagger lower-
middle income provlnces . e

There was an attempt, then, to protect the federal treasury
as much as p0381b¢e. It should be noted that the poorest
provineesﬂwere'alsp the smallest in terms of population as
well as geographical size end share of natural resources.

By concentrating om these poorer areas, costs to the federal
government could be kept dowm; yet those provinces w1th the

lowest tax capaalty could be assisted.

The subSequent financial" negotiatlons have found
the wealthier provl%ces again demanding increased tax
abatements because of the heavy costs involved in servicing
areas of rapid growth. The poorer provinces have also
pressed for an increased share of the taxes since any change

had the dual advantege of a larger share and an increase in

equalization paymente. They, also pressed for .a more refined

qual%zation,formula, ca¥ling for a more comprehen51ve
accounting of the total tax capacity o@ the resPectlve
provincial governments.

) T, neqotlatl ns sun;oundlng the 192 agreements
were no exception. Thé federal government was becomlng
increasingly resistanq to’ provinciel Ainroads into the .
netxonalmzieasury. ‘The federal governmént placed itself in
the sunédmkortable and unenvlable pbsn:lon of taxing the
peopgigag,Caneda, while the provincial governmente received
eveniiereasing amounts of these revenues for provlnclal :
serv ces. "More, bluntly, the system resulted in federal |

taxatlon for pxnv&nclal purposes an’ arrangement Wthh‘
29
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t In an effort not only to inform the public where the money
' was 901ng but alse to respect the principle of finan&ial
autonomy, the federal government proposed Ehat the provinces
o | be allowed to’ 1mpos$‘a higher tax rate thap the federal
: ‘ abatement, while®still having the federal gqvernment collect
the revenues. This extra tax, however, was clearly‘desig—

nated as being imposed by the province rather”than the L

./ ~ Dominion. o, T l

Although the Prjime Minister at the 1961 Conference
had emphasized the desirability of protecting the principle
of. provxngxal autonomy, he also had resisteq atte‘bts on
the part of the‘prov1ncqs to have the Federal Government o,
withdraw substantially from ﬁhe'iﬂcomé-tax fields. |

Returning to the Provinces the responsibility to
levy their .own direct taxes raises ghe question as-
to the extent of withgrawal by the K®feral Govern- .
ment. from the personal and corporation income tax ‘ 4
» £ields. The Federal Government has given 'very care- «
ful consideration to this question. It must’ continue’ 5 :
. to discharde At®t vast responsibilities, to provide L
) ¢ equalization payments and also to y the Federal ‘
share of the many programmes'now jgintly bdérn by
both levels of' governmemnt, which th¥s year amount
~ to some $440 mi}llon It is simply not possible
" \\ for the Federa® Government to dipchargg these
d responsibilites [sic) and at the same he comply
with the demands of some Provinces for mathematieally
y : , equal sh§ring aa;the personal income tax and corpor-
Ty T atxon ta _.¢,~ ,

While the federal government had been reluctant to*increase
the provinc¢ial share in dmrect tax fields by any substantial,
amount, they were forced to concede points to satlsﬁy all
.‘provmnqes and thus secyre agreement, THe provincial share ";w
of the standard taxeB/rose to’ 16~9 -50, which pRovided more ' v
money to: all prov;noés. In en effort to protect the federal
treasury whx}e attempting <;a:;d the pocrer mgmbers of

L3

AR "Statement by the R ght Honoq;able John G D;efen— ST
L Iszkero P.d.. 'Q.C., 'M.P., PPime Minjster ‘of canada to the , .
‘-Dom;nion-?rovihcigl Confersnce; 'I‘hursday9 February 23/61,‘ R

(Mameograph; Qttnwa..n d ), p. 25 SR $N A
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ConfOGOPﬁti(LQ tha teoederal government moved tig‘vqualxzutxun

formula from the averaqge yiold‘ht Lho\;np two ﬁrovinvvs to
the national avexade, "a move to moderate the lavel of -
rédint}ibutiun in view of the broader base which resulted |
from the %ncroa;od share of personal incomo Lax."Jl While
the switch ‘U the national average proved disadvantagdous
to all rociAiont prnvincbn of cqualization, the AL&nnti@
Adjustment Gtunt was ingreased to offsct the los:ua to the
Maritimﬁs\.“ \ -

A profound change in the 1962 ayreementsa was the
inoluaién of resource revenues in the equalization formula.

The preacnt”forjula disregarda sources of ovincial
revenue pther than the three standard direct taxes,
The presept Government has had %0 supplement it by
introdufing the Atlantic Provipces Adjustment Grants
a8 it has proven to be an inadequate base for deter-
mining fiscal peed. Furthbrmore, it entirely ignores
the widg variation.in the revenue derived from natural
resource¢s. In the intereats of equity and fairneas,
' we now zropoae that for the purpose of determining
equal ization payments, the formual (84ig) should
include pot only the yields from three standard '
‘taxes (with the increasing xates for personal incog%
tax. . .) bht as well one-half of the three-year 32
moving average of gross naturpl resource revenues. . .

This was the first in a_series ndjuatments i the equal-
ization fermula. The three -taOLard taxes. were nbernger to
be used as the solé basis fot estimating the tax capa&ity of
the provinces. ' While thia partially uAt:af;ed the Maritime's
denands that the total tax pictuto-be taken ,into account.
.tt hed a drastic nffact on the Western provincn' equaliza-~
ticm tegoipta. o e
. , Further modiucntiom were introduced in 1963 hy
Prime Minut.or Puuon. 'rho Libera}’ pnrty during the cam-
. paiqn had Mntod at . b.tto: deal for thp poorer provinces

\

31. Npq-u. Po.rty nnd anch, oR- m,t., p. 71. .o
©“ 32, "Statement b thé R’ith onqnubln Jchn G. Diqton-
M“o’ r.btxﬂlty 29. “lc po *.!‘ .. , . .
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by roturning the equalization formula to the basis of the
averagoe revenue yield of the top two provinces. Moreover,
in partial respopsc to the unhappiness of the provinces, the

resourqe revenues provision in the equalization formula was

* amendod.

{A] point under discussion yosterday was Lhe treat-
maent of revenues {rom natural resources. The balance
of' the discussion scems to us to be that such ravenues
should be taken partially inmito account.. The best
practical way to do this is . , . to adjust the equal-
ization which would be payable, to any province

having natural resqurce revenue above the nat ional
averaye, by deducting an amount arrived ,at as

follbows: one half of the extent by which the natural
resource revenue pex capita exceeds the natjional
average, Qultipliud by the population of the province,

The conflicting interests of the provinces became

33

immediately apparent, ?or the wealthier provinces attempted
to stall any changes ih the agreements which did not enhance
their chances of gaining increased tax credits.

Ontario entered into these [current] arrangements
in good faith, and accordingly expects their form
and nature to be maintained throughout the five-
year period for which they were negotjated.

-

\
- - - - - - - - - - . [ - - ) - . - - - - .

Should the Conference decide on .adjustments in our

fiscal arrangements, they should take the form@of
r~ an increase in the abatement rates and not of a
structural change.34 .

British Columbja also challenged the federa)l proposals. Her
equalization payments. had, tﬁom 195758 deqreased yearlys'

! . N . . LI
and sha had been the reijieft of Btabilization paymenta until

. 196;-63,' At that thmﬁg howepgil| :ff“'r no longer to benetit
+ from equalization, and she oB34 f ; fbﬁuly.« ; e >t
\ * In the curgent year Canada ioj:nf*nq, in oliégnn :
from provincial "irect-tax revenuss, equalization o
. amountin tg 160 miliion dollersy ‘of whikh 106 ~
) =m11;10nlvpl qr:ﬁ‘m « is to the so-called “"have-
‘ . 33, Prime Minister L. B. Padq@on_ pominion-Provincialy
. kN erance, 120 olsd )t abad Joitly _ A‘E;‘E'; : . .‘fnk‘,
t}:‘ > tm. wueen's pr t.r. ;7' N ‘g ,po P . : ' 1’7? oo
AN _ S S X S
. 34; hh{‘“‘ Ra“up YRl *it e of V kit ‘lfi_! 2229 Fe) o . y
. wo z‘*a%" LY ; ‘ v . ! ‘ . LN - _ o i1 )
- : O S g R R T U 4
,,‘ ﬁ . ¢ ‘ v I , - ‘ , : | \ 'a#. \ i ‘ LI .
.Al v E 1\ . . WTQ ! ,». w0 . &i fe st ;f “"r“ [ t’g"{ ‘ * * e
. jg,. = ‘ . }‘;' T, S ‘ _;‘, ,,;‘-1‘& -, CA . '3 . . e .9? . LI ‘;! . . 4'.'. ,"",,; 7’:.,“ |‘>4‘
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not" prpvinces of Quebee, Manitoba, Saskatcehowan
and Alberta. British Columbia receives no pay-
ment what soover Equalization in its present
form is basical ly wrong and untaijr, 35

Regisntance to the agreements was again gathering
momentum, with the wealthior pxd\/in(‘(‘ﬁ unhappy about the
revenucs lost to them in the direct tax ficlds by jL‘v(lvral
involvement and the poorer provincees unhappy about the lack
ol recoynition ot -the diftering tax capacities ot the
regions.,  pearson responded by announcing a further increase

in the tax abatements in personal income tax from nine per

»

" cent to 21 per cent jin 1965, and 22 per cent to 24 per eont

in 1966, ’lms also increased the equalization p&)/ﬂ\( ny/s 36 -
Lo-

Qu(‘boc 8 degire to rouwain out of I(dlmal 1hdl((] cout
grammes without financial penalty resulted in a schedule of
tax abatement points for various programmes totdlling
twenty points of personal income tax. Quebec actepted all
twenty tax abatcment points, the on}y‘province"toldo~so.37

It was also during this pcrioa in the fiftica and
sixties, that Fhared cost programmes musheoomaed in numburs LS

and acope. Many of these programmes have built-in equalxza* iy

-

e

tion ‘!atures which cannot be ignored. Consider, for
example,,hospital insurance; ' '

(W)hile the fkderal-share 'is half the aggregate
program costs, it varies from province to REQV ince.
This resa]ts from uging a formula that definsh the
federal "half" as 25% of' the per~capita-qost in . ,
Canada -plus 25% of the per-capita costs pf the

/

— M
35. Premier' W.A.C, Bennett, Qomgnioqrpr6¢1nc1al confer-
ence, 1963, pp. 69-70, Note that the Table 111~7 (Supra.,
PP. 67-69) shows the total payment to be $210.7 million'fors
the fiscal year 1962-63, .The &mount payable to the proJ!nces !
,0f Quebet, Manitoba,’ Sn)mt{:hwan and Alberta totalled

.

."$117.3 million,

3. Moore, Porsy anQ Beach, op. g_;,t_ p. 88. ; .
37. v Po aa "The tafk:abatement po&nts were otto:od

" in Iieu o itiopa) grant.a by the following schedule: (1)
Hospita) 1nn Inc@.~~ 20-points; (2) old ade asaistonce, . -
blind and didebled persons, allwom:n »= 2 posnts; (3) wel- .

_ fare portion of ‘unemplo ‘gnont -pesiftance (<o wnemplaysbles)--

90 Pa *" N {,? T . »
"¢ S B v ',' . i foony
1 P TR I [ e ] ¥

W 2

xhiny «s 'S posﬁk, ond (5) a.axen R
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program actua}lly incurred in the province. while he
federal contributions to low~cost provinces wauld )
exceed 50% of the program costs, a relatively high-

-~ cost Erovincc (Ontario) .would receive less than
50%. 3

The issue of shared-cost pragrammes was tied into the general

r

financial question due to this built-in equalization factor.
As the costs to the federal treasury rose, the wegalthier
provinces, from whom the monies were takfn for redjstribution,
began to question the equalization ;ri iple. Thus, Premier
Robarts, during the 1966 Tax Structure Committee meeting
stated:

I

The equalimation prbposal is . . . incomplete in
that there is implt#ed equalization in some -shared-
cost formulae. As we have suggested, we feel that
this implicit equalization should be eliminated
from cost-sharing arrangements. Failing that, the
formal equalization payment should be adjusted to -
take into account the equalization hidden in shared-
coat formulae. We are convinged that there should
be a single lump sum payment which includes all
forms of equalization. As a paying province we Y
want to know explicitly what the equalization bill
“ amounts to.3 ' .

It was also at this meeting thau:bremiéf'Rbﬁaris emphasized
that there must be an upper limit to the cogts of equaliza-

tion’
. ! ’ : .
As ‘a large, reaourqeﬂmricﬂ province, Ontario has*
for many years beéen .the paymaster far much of these .
"federal transfgrs to the pooxer prowinces. ,We
. accept.this situation hut would caution againat

38. George E. Carter, dian Conditional Grants Since
!Eslﬂ'”'§i£§' Canadian Tax Paper No. 54 (Toronto; Canadian o
Tax Foundation,  1971), -p. 23. While the shared-coat prg- e
grammes have becoméd a ver meortazg part of the federdél A .

| eontxtbue%, to provincidl revennss, the discwssion of the '
‘pkagranmmes Goes béyond the scqpe ‘of this paper.  The built-
. 4n equaiization feature, or, s gdrmhAin to the topic, . g
a8 ‘it has been a’gontend ioug‘issue in .federal- incial - . .
. "8fe Carter for a thorough sxamination ,

.....

9. "Sta

,so.xhaqu;~étxu¢§u:n'Comnitcd
,. . ."‘;" ‘ : 5 - % - :

A




carrying equalization so far that the growth and

development of the wealthier provinces 'is retarded.

Excessive jinter~-recyional transfers will inevitably ' "
have detrimental effects on Canada's competitive ‘

position in the world economy . 40 Fy
- The new proposals which were adopt‘lln 1967

again
shifted the base of the equalization payment from the averagg/"\\\\
yleld of 'the specified taxes in the top two provinces to the
national average. Moreover, sixteen revenue sources weré:
used, which made the equalized base "capable of .taking into
account more provincial variation.“4l The tax abatements, to
:he provinces under the 1967 agreements became 28 per cent
of personal income tax, ten per cent of taxable corporate
incomes and 75 per cent of succession dutieA: The concern
for mounting costs to the federal treasury and the demand
. ' for a more ratlonal method of equalizing tax capa01t1es
continued to streamline the formula. The new proposals were
seen as an effectlve method of determining the revenue needs
of the pooﬁﬁg provinces. The government, however, also
recognized the ha;dships that would be .incurred in Saskat~
chewan, angd included a special stabilxzation payment. 42 The
. . Atlantic Proyxnces Additional Grants (formerly ca}led'the
Adjuatment Grants), were abolished, but the Maritimea were .
guaranteed an equivalent amount in equalization paymen 43" f
‘ The move was- ‘presumably the result of the belief thatIt;e \ |
| tormu*a wag now sophiacieated enough that special granta to '
xagicma were no longer neceaqary. i ‘ . .
The 1922 Agreemgnti continued the txend towu:d ' .

)}wmlning the total tax capacj.ty af . the provincea in- the '4 . .
‘ C o e
' . > .b-; !
*. * X 45- ‘ : ’ ‘q"
. 41. David B. Perry, "qura;-vvmvincini Fisca Ra,lntionaa ; :
L The jLast.5ix Years afd the Next Fiveé," Canadi -

0, 4 (Julyemqgst, 1972y, ,p., ;53. BRI
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equalization calculation by increasing the revenue sources 0
used from 16 to 19.44 The total cost of equaligation to the
federal government has increased from 549.6 million dollars
in 1967-68 to 943.9 million dollars in 1p72-73,, an increase
of 71.7 per cent. At the same time, the bésis bf ca}culating

the payments has become more selective. [ While the number of

provinces receiving the grant has been rfeduced from nine to
seven since 1957, the distribution of tHe total equalization

payments in percentage terms has changed little, Table I1I-

8 shows the per cent distribution of th¢ federal grants to

the provinces in selected fiscal years. Ll
/. Table I111-8 J . t ‘..‘
Per Cent Dlstribution of payments to the Provrnces ¢ ) Y

Selected Years: 1957~58, 1962~63, 1964-65, 1967-68

| S and 1972-73 i )
N ' . ‘L - \'
Province , 1957-58_1962-63 1964-65 1967-68 1972-73 .
Nfld. 13,4 15.3 . 14.5 ., 11.9 - " 11.8 )
P.E.I. 2.3 3.4 3.2 2.5 2.5
- 'N.8. , 11.6 . 13.4 13.9 13,2 11.0
N.B. 5.8 12.3 - 12.7 11.4 10.9
, Total Atlantie .o .
Provinces 33.2 44.4 44.3 39.0 36.2
Quebec . 29.2 32,7 . 38.3 49.7 47.2!
\ / ° . .
Ontario —— ""-'*/t —e—— —e—e _— .
I ' C o
- . Man, 9.6 6.6 7.4 6.8 6.2
[} T Saﬂk _ 13-7 10;)8'!}“ ,,‘9-7 4n5 '(8~9 o
- Alta- " : e.l. '§06 '\ '0-2 '—"" . —_“ B ] \‘,‘
. » Total Prairie | ‘ ‘ T . .
. Provincepg ' 3:_!,.4 . 43.0 ° A7.3 11.3 ..
o CoBlC. .~y 6'3 o - \_F”
ies.

8qurcea Adupnpd ﬁram Tnbla III~7, augrS-. pg, 67

Sy 44, Thl 16 oxiginal xaVenui.‘ourcaﬁ L
+ incomm €ex; (%) corporation income tax,: 3)'sugnﬂaai9ﬂ'«
- duties and she g8 of aatatn tak,  (4).genersl sales ‘tax,|
R ﬁﬁﬁﬁﬁaﬁﬂﬁl ﬁﬂ e revennes, . (7) hlﬁehﬁ g
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While the equallzatlon ‘payments in actual dollars were in-
creased to khe recipient provinces, from the Table it must
be noted that Quebec was the sole province which actually
benefitted from the changes in the formula over the years.
The At}anticfproVipces a3 a whole gained for a few years,
" however their total share in 1972~73 was only three per cent
“‘ greater than it was iﬁ 1957-58. Moreover, the share of the
payments of the Prairie provinces decreased quite dramatically.
The Maritimes could not really complain, however, becausé '
ke they were getting more money over the years. Tha Prairies,
on the other hand, had reason to complain, as their share
decreased in both actual amounts and in their share of the
ftotal equ'allzation payments '
The change in the federal approach from that of
N developlng rental optlons to a tax.Bharing system augmented
®y an equalxzatxon payment, has allowed greqater flex1blllty
in determining the fiscal need of the various Jieas. It must
. " be emphasized, however, that the .outcome of each round of
negotiations was as mucly a-gesult of political bargaining
as a recqgnition -of economié\axﬁfe;enees. The_ competlng
.‘obgectives of - the varioqus governments had to be reconc11ed »
in order to reath a‘consensus,” nd through this, process, the
\ federal proposals were amended in order to at least quell ' '
pressing objections from individual provinces. ‘ |
Y The need for compromise in a federa) system in
| effedm tempers the attajnment of any one dbjeg;ive The C
b wealthy provinces were concerned with the total cost to the - “
fedﬁn’tion #nd the :estriction Q£~theix taxing pawers through | |
| the “federal inyolvenent il hq dueer.,wc uems, the. poorer .

,. - .‘

\

(10} n&gurgl gqa rqynlt}aa, (11) aalﬁs of cﬁaunf pases gnd_

U f.gng:vutipng on 0il and:natural gas lands, (12)®ther;pil

. and g revenues, (13) metallic wnd non-metallic aineal .

SRR ,: enuasy ;;m ‘water powex rwmxa. 15) other taxes, (164
g‘ e whs,$h: in 1972 were: '{17)- hqul |

e (28) m@ﬁ pek ; taxes, apd | e .

mzm tmc qb pemx nt.i.;

L
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provinces were hampered‘byvtheir restricted ta* capacity in
the provisionvof services seen as essential to all Canadians. -
All provinces were faoed with satisfying limltless “needs,"

a problem which also plagued the federal government 45 The

, demends for limited reyenues had to be satisfied. The
federal government's desire to protect her own treasury,
yet satisfy the provin01al request that fiscal capacity and.

~ fiscal need be recognized and dealL with, resulted in he .
attempts to reconcile all objectives, both federal and pro-

| . vincial. : L ‘ -

The -financial arrapgements, although affecting
individual provinces, have been a'very important factor in
Qiscussing‘regioﬁal disparities, for it'is heﬁe that the
”ESSue is raised, and it is here that the attempts to deal

‘ " with the problem by means of redistribution of wealth occur.

In talking about regions, there is obviously something to

~ the idéda of "strength in nml'ers " It is, however, not the

'~ gnly means by which the federal government has tackled
regxonal at parltieS, for the provision of a mlnlmdk standard
. of essentla services did not necessarily get at the root

of thé problem ‘namely, the. varying degrees of economic

development between the regions of Canada. 1In an effort to S

"list" the poorer provinces tq a level of economic develop~

_ ment and pr?qparity which would allow a certain degree of
aelf-sufficiency, the federal governmqnt has embarkeq\qn a.
myziad of Programmes . The emtrgence of Ehe Departmenp og

. Regiﬁnﬂl Ec nomic Expansion is the latest concerted a tempt -

- Y ko promote. a more even pathern,pf economic. developmef _ ‘

i : ":»-‘c.nu‘da, and s tzhe ,puhject: oﬁ the next chupt,er, o ‘ .

been'zaqupiqed that
to j.nte:pretation hy t:,h

'x'ﬁlm ar ué
Taufgieiggg



CHAPTER IV

THE'QEPARTMENT OF REGIONAL ECONOMIC EXPANSION
) o !

oo . ~Th creation of the Department of Regional Eocon-~
SO omxc ‘Expansion in March of 1969 marked a new era in the _
. attempt to resolve the age- ~old problem of regional dxspari—.

~ties.n In introducing the legislation, Prime Minister I
Trudeau noteds |

We knqw e . that regional dstarltles have exxsted .
since the very first days of Confederation. 'We also
know that, the federal government has attempted, -
) especlally for a few years now, to reduce such dis-
- + parities by having recourse to equalization payments,
. ' cost sharing progtams and an increasing number of
regional development progects.
S v [A]fter all such programs nn e been consolldated
* under the sole‘mepargment of Beglonql Economic: -
v : Expansion, we shall be clea in a better position. . T
to achiéve real co-~ordination and centrallzatlon of » .
‘'our endeavours and undertakihgs in such a worthyland '
vital sphere in respect of Qur country's future.

The federal government thus oommltted ztaelf to taCkling )
N | thia problem, and gave it high priorlty. The reason glven
fo; sych concern was . expressed by “Jean Marehand who was to - e
become the first min;stex resPénsible for the new department,

Canada as a nat:.on can no longer live'ﬁwith the © 4+ . . o
; : D ;xtremes of ln&guality Whl‘:h some people‘ n&ust now e ' “ “; '
age simply betause they are citizéns of -an e part - g .

, .\of Canada rather than anothex. .Indeed, we oannot B
Poe - " :mgke the unity and identity of Canada fegure unless - .. .
e, . wﬁ cany remové the large disphritihs ﬁ z;m ond it iona' MRS
B 9 1135 1n the reg;ona of our countpy -

[

A T,

. L L 1, Qanad!. ﬂ usa Qf chmgng, Dgpaggs, F;x t SQasLOng Zﬂgh f"*bé;
e Plflinmem. Val i, E‘c:xu&:y, 27. 19694 p‘ 5056, L NG \*
" B ® ‘2, c:mdn. qua 95 Comigng, Deb »,;. Mmt sga&iem, aag:h L
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The government had taken the stand that now was the time.tq
resolve the issue of regional disparities, partly because
of the perceived ineffectivethess of the rncreasing funds .
that they had devoted to various programmes and partly
because of the increasing importance'of the issue in feﬁqral—‘
provincial relations at that time. ‘,
o The polxtxcal pressure exerted on the federal
-gerrnment by the provlnces coupled with the failure of
federal efforts to achleve a reduction in reglonal dlsparltles
and  despite the increasing Funds devoted to the task -under
various policies and profframmes, resulted in the adopt;on
of a new approach. ; .
The approach is charaeterlzﬂd by two sxgnlflcant
' factors.. The first is the very comprehensive nature of the
e programme, which involves planning, experimentation in new
programmes and highly coordinated .and Comprehenslve developﬂ'
T " ment plans. The Comprehen81ve nature of the programmes ‘;A?M’C
A were, to a large part,-a determining factor in the second Q, '
, character1st1c, that is, the heavy dependence on thefkoop rﬂL
" tion and coord1nat10n of both the provinces concerne® and “Mal 4
o » other federal departmenrs and agencies connected,wmth reglonqé
development - In order to provide the necessary vehicle for | f@“

this approach, tﬁe Department‘of $égionﬂl Ecdnqmlc ExPe"51°“ u.V‘
The failurﬁ of

cL was create ‘ . ‘
L | ';f eaﬁgres to §7daéef ;'Ef
| the gap between the have ‘ t g~7v1nces ‘had bden a’ ‘ o
- . .. .source of frustrat;on for *he fed@ral governmeht for, some e
FIETE “time. = Over tpe yesrs, " a’ ' pumbiez, of fqderal programmes: had ‘%;mﬁ ﬁ:;
" o be@n introdhced designed to, enqgurgga develdpment'in areas ,'“ﬁi%fr
o a " of slow q;qwth, -and to reduce social ‘a8 wall ; pnomic _;.. Lf‘k
AT ;L d&%gar;tihs.‘ The: REairie. Famtp ﬁhabilitetﬁﬂn ek, ‘9FRA)-h°d RS
C o bben set: up tﬁ 935 to denl wit the prqblema in the ruxal {‘“/Agﬁ:

;n:ggs of the Wedt arising out of. the Depreas&eﬁ.,and hadz“w’ AR
: o A . : . N Q ) ; , . Rl ,‘

A N

LI
P

%




&ontinped its programmes under the‘Dgpartment of Agriculture
uhtil its transfor to DREE in 1969. During the sixties,a
. number af other programmes were initiated dealing with fdral,
‘industrial, and SOCial‘dchlOpmenf. The major programmes’ |
‘Were:.thc_htlantic Development Board (ADB);4 thelhgpicultural
‘ ahé Rural Develppment Act (ARDA),-1962;5 the Arga Develépmcnt
. {ncentides Act (HDIA), l963}6 the Fund for Rural Economic o
. ‘ Development (FRED), 1966; and the cape Bléton De&é&bpment i
o + Corporgtion (DEVCO), 1967, The administrétion of thQS¢.
progtammes was the responsibility of a number of federal
departments, iﬁclud;ng.lnduSLry, Agriculture, and'Forestry,
an& Rural'Dchlopmeﬁt. ’déaﬁ Marchand argued that the faiﬁure'
of the federal programmes to make any kind' of progress'was ”
in largé part -due'to the lack of co—qkﬁinatibn and'planning,
”\, ’ and the abéence bf‘a‘cohesiVe plan of action.
b in spite_bf the hQest will in-the‘erlA{”iﬁ is. not
~ possible to select the real priorities nor to obtain,
-+ the most effective action when four or five distinct
§ bodies are involved which fall under the+jurisdiction

) of four or five different ministers. . I am certain
g . that the bodies under cchsideration have tried to
~
»

' avoid dQuplicatian and incoherence, However, they L
vere unable to achieve this completaly, and this

”f léd to a number of useless and ineffective-effo:ﬁs.7 o .
SR The .failure tao rRAduce reyional disparities’ was underlined hy

.
.
. S "
‘. . " - a , ’ ~ ! ¢
- v
. 4 . /
¥

4. The'roardh created ih,}ééz, was primatiiy a réseafch B '
..+ 'oriented body dgsigned to advise the federal government ofe L
o . alternagive pliis of, action Lo .qounter-balance the disadvap~ . . . .
o, tages the regiol™faced in attempting to-develgp economically.

5 . o 5. The Act was previously called ‘the Agricyltwbal apnd @
N ' -gehab}litat’on-Devglopmgnt»Aqt,;fndwag mrutmcie,'~"5,-w;x.1{9.(3v6,a . S
Lo . 6. The Area Development Agancy. get up by ADIA wag the .. .. ° ,
el Jfoverynngr '6f the ‘industrial imé\;cﬁ:vea -egiglation passed ', - .
C i ;q }?@9;.thaﬂ3agion9;xpevelopgeag ;p@qncig§1‘:ct:'»‘,-3‘1},2‘ SRR

. 2y ldence of it
b T FIrst Seksin
[ : 1&63! Pn
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E




Lo
L

" the repoaﬁs of Statistics Canagda.

Table IV~1 shows the
‘qconpmic indicators used by Statisticd Canada to measure’
dlqurity between' the provinces and reglons of Canada for
thehyear 1969. S o

" L)

n

PR

) Table IV-]

Indicatorsfog Provincial and Regibnal Disparities, 1969 ‘
. : . t |
. e personal Income Alerage Weekly Rate of Un- >
Prqvince \ per Capita __ Wajes & Salaries Employment
. , [ _ n§ lr’ E _§ , ) %‘ : B % e
NETT: " 1,613 + 56 106 90 10.3
P.E.T. 1,818 673 81 69 5.3
N.S. 2,304 79 9%- .-8l1L - 54
N:B. 2,080 v A2 » 7 82 8.5
Average Atlantlc b
'Region , 2,032 70 ' 'n.a. n.a. 7.6 ‘
% \ , - \. . “ A ' ‘ :
Qiehec - 2,626 90 115 98, \ 6.9
ontacria 3,365 116 122 103 3.1\
M?ﬂ - 2 3842 | 98 ! 108 Lt ’ 91 . 2 -7 ‘r\'r-h
sask._ . =2,516 87 -108 92" 3.0 . ",
" Alta. 2,913 100 118° 100~ 2.7
rAverage Prairie : . L RIS
" Region 3,784 96 n.,a. - n.a.. 2.9 ,ﬂ*y‘ -
L ) 4 . ’ r ‘\ C g
B.C. ~- 3,116 107 © 129 110 5.0 | o
_fh,.”bﬁ ety ‘ — e R
'"Canada ‘2, 906 100 118. 100, 4.7 >
- L . Ll ' : AL ' : '
T i ‘;’&—F N : ) X
.. A Note that, due co the poor hgricultur posicxon that e, ‘
year, Saskatchewan's Eersonal anome pex oapxta was lower &;~1
than that. of Quebec. . | B C
B Includiny the Norﬁhwest ‘I'errm:oi'ies. ‘ ‘ G
‘b Excludanlthe pé@sonal iqcome of Canadian nonmresidents.
‘.‘.t‘ -l‘:. B . 'i?\ “ .‘AI .
“Bource:” SPGOMl Senate Committeg on/ Paverty. govergy m-canada e
(Qttawp Inﬁormatj.on pgnad;a, 197.) o p, 51, e P ,u}f_

: i' i
qqud;tzqua, I’b wna. t.}ﬁg persistgm: 'laat;,phca wih:&qn oﬁu

Q'” F’“’“ "he ‘1"121% Mn is clesr ehat 'the
BrQViang WQQQ tha getgtive n;psera“ wh Cy

‘ At;\mt&c Rgg oa i,n mg”gﬁ mgl,oyme;xt opv hm;t;m md
; o . A , i )

<
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'income’ whi¢h was to provide the greatest impact on the ﬁbals L

and priori ies of the Department of Reglonal Economlc Expan-

’

, sion.

\

he Department of Regional Economic Expansion Act

| Ch R-4) was to provide the Leglslatlve frame~

(RSF 1970,
work defining the federal governmenﬂs role in the task of:
o reducxhg regional disparities. It was clear from the
‘ | beglnnlng, however, that the. federal government Was not
w1lllng to establlsh the Department without some guldellnes
While “the’ government was willlng to allocate Qonsgderableﬂ/ b
flnancxal reeources to the programmes, the funds were”ﬁot l
unllmlted Consequently, the Department could not. solve
o the problems overnight, nor could it act as "Santa Glaus;"
' ' It had to set priorltles It was emphadlzed by* Marchand
that DREE was not designed to ellmihate pover{y Ev_ se.
oo Its approach was to be based on regions rathér’ than on the yf
' ' indlvxdual and 1ts goals were economlc development and the v

‘\

¢. . '+. creation-of new Job opportunities. ~ ‘ . : ‘ .
e LT " The job of the new. department. . . must be to get
'+ down to - the roots af the problems ‘which have 'pro~.
‘ '+ duced the existing disparities between regions of'
" ' ‘Canada and help make the hasic economie and sociql\

1 - ahanges needed to create new epployment and earning g .
2 + .+ - opportupnities alailable to the people who need thiem. |

& SRR [0]ur job is to see that economic growth is dlspersed
Jot 0 Y . . widely enough aqross the country to provide equal :
ROt \V,accesé to ‘oppeortunities of productive gmployment . o
R , for Capnadians eve;yWhere\‘, . g

| & \ The Minister 8 reference to “everYWhereP was . qdalified. The
AL Department dld nat ihtend to alipcate. funés, nor §pénd the
L ;"gine and. energy etcing up prog§QMMeS where thera was n
"chanbe of suecesqi Thus, four years laser M@rohand ; ] Ry L
k¢1ar$fie¢‘tﬁﬁ Depa:tment s r01e~ Lot . SRR 3&1

il ’ B ¥ o ’ 1 L B Ry
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The purpose of the Department is to help regions or
industry where there are some potentialities or possi~ . -
bilities or '‘opportunities. If there are ni oppor-— .
tunities at all, we do not glve any money . . .

Nor was the Departmeqt rng to. attempt to provide employment‘ v
in every hamlet or . village across Capada. "' _— e
Regional developﬂent does not mean that thei-e are PN

going to be more jobs in-every county It does not
mean that there jis going to be a new plant at every BT
‘cross~roads, Aew wharf in 'every harbour.’},j . ' v
.’.J..'...\-.....q..'...p.... )
Regional econom)c expansion . . . means that ‘the
, -points at which. develOpmeng takes place are widely .
, "Er‘ spread across all regions of Canada. Everybody does = .7t "
T - not have to move to Toronto. - But we must be clear o e
‘ v that in.the medern, dynamic economy ,there have to . L
. ¢ Dbe movement and chanye. Our congern is that move- . S
' ment and chapge shomnld happen within' a reglon, not o
by atfrition of the region.ll Y R

x ' with the Department'e task being limited tb aiding .

' | areas of potential growt:ﬂ' and Qt':he provmmh of employment,-w o
. 'fﬂ‘ " opportunltles, it proceedéa 2o demermlne t e methods fﬁr e
' 't . ‘acher§ng these objectives, The: functlons deemed approPrlate
' by the Debartment.ln achzev;ng ghe.objeet; e of "regionpl o

\

N economic eXpansion".znvoIved @reas of sqciaL as well as e
¢ . . , ”

AF .’ ecopomic cenbern, as, noted hy Marchand v«tA -
KRR We are . . talkgng not. gbou lndustrlal investm7nt’ L

. . alone but abouq r whole process’ of devexqpment -

P S + . about educatien qbout changing, motxvetions,,abou
ot - mobility, about training, about- véﬁtmeqts in ./~
SR . ., » Social. cap;l.tal, abqut sewers and draips land ytilg
oo ties, alfout 100&1 1eadership and . averythq.ng ol

‘ ..‘ \,....-Vl-*- 'A o The Departmqnb JJ\ onésera‘tlbn W‘ith t (
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Juch as roads, sewaqge, water, schools, and indugtrial parks.
E&o second funttion was sogial\adjuatmunt and rural develop-
'nt, including such services as counselling, retraxnlng.'

hpusing, ass:stance ‘in cases where people had to move to
; eas of <dconomic growth,.educatlon, and a number of pro-
gtammes designed to develop the natural resources of rural
areas. The final function was Lhé encouragemcnﬁ of industrial
dbvplopment through the use ot xngentives These inter-
r iated funclxons, Lpupled with a regional framework, provided
he method of achieving the objective of economic expansion.
The tert "}egion" was purposely left flexible.
he programmes werg to be adaptéd to the particuiar needs
of each selected area of concern, and the designation f”
regions and of areas were to be determined by the Department
in consultatlon with the prov1nces concprned Jean Marchand
emphas ized his reluctance to defxne xigidlg tne texm "region"
when pressed by the Standing Committee on Reglonar Develnp~
ment to do so. :

We should not have such a rigid definition of
"region". We have to understapd exactly what we
P ‘mean*when we talk about "xregion," but it should

~

not-be so precisely, defined so that we become - )
caught or engulfed in that definition unable to do
anythin {ur programs do not meat this definition.l3

Ecaonomdc fagtors|did influence the definition of "region” with
indices apfh as rates of‘unemployment and potential -for .
economic growth being taken into consideration. The seléc-
. tipn of “designated regions" and of "special Qrean" within
these regions was provided for in part by the Department of
Regional Economic Expansion Act but the eriteria to be used
in nalecting the "designated regiomns" were praaented in a
cmplmntaxy piece of legislation -- the Regional Develop-
nant.xncancivogﬂhcfa which was assented to Yq July, 1969.

&
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3. (1) Subject to subsection (2), the Governor in
Council, after consultation wiph the government of
any province or provinces, may for the purpeoses of
this Act by order designate as a designated region,
for the period set out in the order, any region,
comprising the whole of that province o those
provinces or any portion thereof not leds than
5,000 square miles in size, that is detérmined to
require special mecasures to facilitate
expansion and social adjustment.

(2) A region may be designated pursphant to
subsection (1) only if the Governor in [Council,
upon the report of the Minister, is satlisfied that

(a) existing opportunities for [productive
employment 'in the reyion-aré epceptianally.
inadequate; and \
(b) the provision of developmelt incentives
under this Act for the establighment of

new facjilities or the expansion or modern-
izatfon of existing facilities {in the
region will make a significant fontribu~
tion to economic expansion and kocial
adjustment within the region.l “

A region, as defined by RDIA, could encompasis moresthan one
province (a supra-provincial Approach)ﬁ\coul correspond to
provincial boundaries, or could consist of a ortion of a '
province (a sub-provincial approach). The on Y atipulation
with redard to size was that a region could not be smaller
than 5,000 square milestﬁ§ I® had to 'show definite signs

of economié stress, yet at the same time, it had to have

the potentisd for economic development. The designated

1 regiona. as of July 1, 1969, were: the provipe 8 of New
‘Brunswick, Nova Scotia, Prince Edward Island and Newfound-

1and (excluding Labrador); the eastern and nort eatern

mections of Quebec; and parts of Ontario, Manitqba, Saskat-

chewan, - Alberta and Axitish Columbia, This seled¢tion, in
\ . —— : .
Sreter———

. ‘\.‘M. Revieed Statutes of\canada, 1970, Ch. R-3| '

\ 3. The pravince of %p&nco Edward Island, by itl!lf;
wns\thu- not eligible to'be a desjgnated region u dex the
Act, as its area was gonsiderably smaller than the 5,000
square mile minimum.” It did, however, receive a special
programme involving a comprehensive development plan undex

- FRED |and became as part of the Atlantic region, a designated’

ragi_‘.
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effect: ensured something for every province.

Within the "designated }egions," which .provided
the deogréphic boundaries for the RDIA programme, "special
areas'" were to be ecstablished where the federal and provin-
cial governments would concentrate their .efforts with regard
to the provision of infrastructures. ‘It was recognized by
the DREE officials and Lhe varjous lnterested paxties in the
Atlantic Provinces that Lo reach the objectlva of economic -
expansion, "viable growth centres" would have to be developed -
which would attract both industry and people. Thus, "special
areas" were to‘be selected from within the designated
régions. These1areaa were ejither the existing centres of ..
economic activiéy or had the potent{al to become so.

D Six classificatiéns of areas were adopted in 1969.

These were: Type l: major existing urban centres in
Eastern Canada which could become the "focal point" of any
economic development ;16 (Type 2: centres which have the,
potent1a1 to become¢ focal points of economic development,

? due to their location and proximity to transportation,
eapeeially water, and proximity to natural reaources-17 . o
Type 3: "areas'to which people are moving from Fhe outportl . '
[of Newfoundland] and where it is ‘posaible ta praovide better
serviceﬂ'"ls Type 4: northérn Prairie centrea where potential
fxenourceebnaed industries may be developgd and which could
hecome tocal points of economic oppgrtunityl Type 5; the
eit;ag of Regina and Saakatqon nnd tne lnrreunding gxegg,

(ﬂ - ‘ . ‘e .

[ ) g

. 16. The nxans were; S: John'a, Ngwfoundlhnd; Halifdxr _ :
Dartmquth, Nova Sqotia; B int John and Moncton, New. Bruxwm L
- wick; Quepaq city und Troia-Rividfes, Quebec.

17. The areas vere: the Strait bf. Canso Area, Novp

Bootis; Sept-Isles-Port Oli,‘t&g; sren, Quabec; and Corp@l”

. Brook, antgnndlgnd._ B

- - 18, F A.vg Areas werm -e:tne%d An amundlm and om m

Vi Labzador ;' . g ,

' o "19. The. ulmtod ardns were: Tha. Pn. Mnit;#m Meadow ' .. " .
z,-ha. Baskatchewan; . md mm Slave m, m:g. R .

'
PR A ' # “ o !‘ no ! ‘ e LA ? .o 'J . ;4 14 s .4
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' whith were selected because ef the particularly difficult
:and unusual economic conditions the Province of SaskKatchewan
was faced with at that time; and Type 6: areas with the
potential for the forest industry and processing.ipdustries
reléLcd Lo the primary resource development in the:prOVInces

of Ontario and Quehec. 20 A11 of these areas webe~selected

specifically for their peotential to become cen‘fes of econ-
omic expansiomdyif development of the natural resources of -
r‘areans could be achkﬁved and, ‘as a result,

The locations

the surroundin
industries could be attracted to t
selected were in some cases very speclfle, and were "speclal"
! due to either short ~term "emergency" situations, or to the
long—run economic potential of the larger region of whlch
.they were a part 23 \
o The Department was not' to be hamperqd/by a rlgld
. \ classiflcatlon system when workin:}thh regional disParxties.
Thus, in additjon to sub-provincial units in their special
dreas section, and RDIA's émovincial'and supra-provincial ,
claasifications, the Department used a three-region classifm-
catjop in submittlng ita expenditure requests to Parliament. .
The three areas, Canada East,(the Atlentie provxnces),
‘ .ot camaa Cghtre (Onthrio and Qhebee) . and Canada West (the
IR ,Prqiries And Eritish Columbia), . appear to have been used .
merely aa a means of reportring the estimatea in an ‘efficient
: .. manner. Another approach used by the Department was tg
| ' emphnize the pimilarity between t.he,northern arean of the

. 20, 'L‘he lz:en wereg t;he Renfrw—nancmft: cu:qa, Ontario, oo
“and ‘Lac~8aint~-Jean, -Quehec: 'me descriptiop of the -six .
o .types of -areaa: was made by Mr. Tom Kent, Deputy iniater, - - '
. 'Depprtment of Regional Economic Exppnaion, to the\gtahding.
U ﬁm%%_ig. 8econd, Gession, zam Pnr.'l.imom, ,xgem Ro'
L L e araQ t ;9791 BPQ 1\0"‘12; '» IR

C0 7L 21, Mote' that in the chse af Regina ‘yna. snmncoon. .,
L later, Montreal .and sections of' ontmia. special areas were

designated which were not yart of atad refi m
§n t;hqn mgqx. the sme W nﬁd itfg B, wibh 1 Lo

nd a es ip e the ; "
L esem :mr t;gn : t‘iaeg,;" i L
fj“iﬂAi’ M,ﬂﬂﬁ
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three Pran;le provxnCeS The peculjar problems fac:m%this A

’;

. “Northern Prairie’ regxon, as opposed to théiPralrles in fﬁf_‘

general, led 'to the ds:velopment: of this grou&nng Moreover,
\;\
while DREE acc&pted tha tradxtxOnal Atlantac region concept

& .
+

[
as belng functisnal for ' gome policies, J.t[ also established * N

1

programmes on a smaller scale. thus recogpizing intra- _ 1
,remain fluid, restrlcted ‘nly by the limits 1mp sed by
~ specific nggrammes dr plans falllng within hh& three func;'
tional areas of the depar ment. Thése t eé'le!SlonS were f‘.R
supplemented by a fourth\\ hich was respo ib,,lq for policy’ @
devalopment and the settimg up-of prograrqmes ‘A ' This branch;,
‘+ was the one whlch was inv lved in negotxath?s with indi-
v1%al provmcxal governm?nts : ' i O ( ,,‘\';.;
The functxons of induStrlal devielopment, &nfrg—

regional differencqs Thus, the concept pf region was to \Q 2

structure assistance, and social adjpustment and rurial

development were all very clésely inﬁegratgd. Thisscpordina—

tion was in ‘accord with the phxlosophy 'off the depqrtment that

the total picture must be consxdered when attemptlﬁg to over-:

Qome the problems of alow—growth areas. Consequently,

progxammes assxgned to each area overlapped to some degree, ,

5nd coordinapion between the branches’ of th9 department and

ogﬁer departments was vital. A brief examination, of the

. various progxammea 1ndicqﬁes the gompAexicy‘of-thgfgppronch

' *. |, un@er DREE, -

' S The industrial develoment aact.ion pf }:he Depart—-' .

.+ ment hag been’ qarri.ad éut; thmugh t:.wo programmes ‘~~'the Area
. Davelopment. Iﬁcédti\mn m, which ’ wak p)aﬂg-iw"i\?ﬁ; and |

*  the Regiongwl avalomant: ;ﬂcent;&v” Act|of 1969. %\

/ . pougiﬂ tqu udg@ t;ha ;nqint;ivqant:}ﬁ.n uqtrx npprogeh '

L "uqtmﬁ; o mﬁe £ixps tg *sngmxx O igng‘,, t;ﬁofghy ‘: *_;I

PR pr m;@g‘ J}uppeuaé Job opp 'mq Ares: Mﬁlapmam.
oo t.ed‘ on graaﬁf;;f ed. "iﬁl nmm 93! :;Iiﬁ ,
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. intensive. Slnce the Departmeht of Regional Economlc~Expan\

sion was'concerned with the over afl development of the s
. slow~growth areas,  and was determi 4 (s} thap,employment oppox-—
 ;unitie§‘b9kinqreased, it resdlve' to rectify qhe'situatioﬂ

q" through the Bupblémentary legislation of RDIA. Eventually,

the RDIA legislation repleced the ADA programmes, although
comﬁitments signed under the latter were to'be-honoured.. :

‘ The legislation cX®hag RDIA contained a doulrlé ”
‘ fqQrmula for determinlng the grants to be made avallable to
: firms. The first crlterlonln determining the 51ze ofa

grant was based on capltal ‘costs; the second qn tHe number
~of-jobs created as a resQlt of the grants.

.The ‘point- of the,ﬂouble formula is to avoid favour-
*  ing highly intensive industries, which is what
.* tended to happen under the old ADA program where
" the incentive was related purely to flxed cap1tal
\ ' cost. ‘

'

o . “ ’ ) -
'The iqdustgial lnCOﬁ{lveS Jean Marchand empha812ed wduld A"
) " 2 of part;cular interest to Nova Scotia New Brunswick, F\‘ " -fk
| 4nd eastern Quebec. : ‘ SRR
. . k ‘The new program will be consid ably dlfferent from ~ "
. ’ ' the'present one, and I believe will be 'much more

effective *in creating new! permanent and viable - . ‘
employment. This program y¥ill be especially jimpor-. . .

. tant,for Nova Scotia, New:Brunswick and eastern ‘ . m
, .. Quebec, ' though it will be pbf considerable imggra )
SRS ta ce to slow growth areqq an all prpvinoes.

'I‘he industmea, were fo be. indqeed to settle in designqted
' o areas by favourable. tax-free gr.m;. and ldans. It wab |
dracogn"lzad that in order to ‘make” the mogmivea progtamme . .
v*ahle. the necessgry infrastructures would, have tQ‘ba . o i
/v .available in Q““‘n to proyide the utj.litiéa and nervices R ¢
Vi naeded hy the. firma for a: at.nble economic bnse. S e oW

K
N ', [ )
™ e " N ; e N B Yo L h Q Wt

“tw 3 22 a;,ﬂQﬂt, : ‘.2 21 &‘ “. 1

z mmﬂm, ngua m. & )
S L ATy Canata, Hous§ pf Cosmona, Debs
; G&hﬁ}irl’imné; VQJ.,,YH, nnrqh 21,799

- , . w:‘v:,'.'
‘ . ”,t f }, EL i MIN

e e e




L4

e

. Y
The federal—provincial agreéments cevering the

nlnf!astructure programmgs of the Department weré also of
great: importance to the overall programm‘ of ecodxhic eXpan~
sion. Comprehensive plans\ agreed to by the federal and
provlncial governments,desggned to bolster the unfrastructure
of the "special -areas" were drawn up across, . Canada,

The purpose of infrastructure assistance is to help
communities develop the physical and social capital
that is required to facilitate economic growth. A\ .
The principal program for this assistance is the r
.Special Areas program thegigh which federal finan-

'cial assistance is prpvided under fedgral-provin-

cial agreements for th construction of watexn and

sewer systems, industrial parks, roads, and bridges, N
poft gacllltles, schools and serviced residentisl -
land. . ‘ .

The second progra@mé of the infrastructure a351stance branch

was the special highways agreement: signed with certaln

‘Atlantlc provinces designgd to provide 1mproved road trans-

portatmon facilities. Because of the financial implicatlons
the federal government was.reluctant to offer this particular

© pProgramme ‘to all Special regions and this -led to its decision to

provide special legislation rather /than incorporate,xbem
assistance under the special areas progr e. This branch
’BREE is elosely tied to the thirg funet;on of the .
,partment ~~ sacial ‘adjustment and rural development pro-
uwwes, which are., in large part, carried on by ;egiplatiop
,eqqting the Department =~ ARDA, FRED and PFRA. - "
o _fhe sBcial adjusmgnt anJ rural ‘economc deVelop— R
ent branch off.the Department "encouragea peop‘q to take |
qdvnntage o: new oppoxtunitieq ih the use of nphmeal ‘. -
xeﬂqmrcga to inaxeaah their Ancomes."zs It is :aYso conderned ;Q S
with tﬁé'\txgimx;g pﬁ eqpl ) enmrb t;mx, they | gre in a o
mﬁﬁ:&m to taka .a_ ‘3 ' !

‘v‘e.?,"* LT
g . “"Tu
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Thus, the progreammes include counselling, education, and

! retralnlng services, ae well as programmes designeﬁ to make
' better use of farm lands (under ARDA, FRED, and PFRA), and

to develop 1ndubtr1es‘gased on the natural resources of ‘the \
region, such as forestry and fishing, or the tourist B

3 ‘ : * ' . .

industry. .

' The ARDA agreements have'becéme, in effect, five~
- Year plans, and have concentrated, on the developﬁent of the f
¢ primary resaurces of the regions. As a shared~éost programme,
ARDA's agreements between federal and provincial gbvernments TN
‘. _highlight the importance of the provincial presence, since
the administratich of the programmes is left to the provin~
cial“govérnments’ The empha;is on the development of the
‘nAtural ecopomic potential of the region is shown by the
aggzéments in the Pralrles and in the Atlantic region. 1In.
the Prairies, the agreements have been concerned with farm ' .
consoljidation, livestack pgoduction, and the tourist indus~
, try. The programfes in the Atlantic region have involved
T both the development of the fAShlng ‘industry and the tourist
industry. The . social aspect of ARDA is exhlbzte by the
special agreements signed with the Prairie Prov&gtes which
were xelated to the particular soeial condxtions facing a

large number of Metis and Indian pqoples who suffered from

\

" a noticeable’ 1ack of participatien in the general prLsPerity

| of the prov.mceS. ,Special ARDA agreements covering areas

. containing a 1ange proportion of this segment of “the populaa

_— tion were gignedawith the individual provinzgs concerned. ") S

The ggreements in" these cgses were primarily concérned ‘with
©,  social adjustment programmaa, such aa training, counselling"

: et cetera, It heLieved that these services would give ‘ _
SR "thg people a better baakgxound for ent¢ripg into the generﬁl Z? ?ﬂ
L }f' acaqqmie p:asperity of the regiéﬂ . I f%@g

= .- The social adjustment programmes were nlw incor~ ¥

_ atnd tﬂto NewStart corpefations, first established ip v"“‘ My
T 1955' Th’ progrhmme "was deaigned to,prqvide equgimental ot
'7buﬁ¢“ 28 S Rt

N o R
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projects tgrtest‘énﬁ develop new me thods Qf pfepgginé peqﬁ’e tou
in dgﬁignated and special. areas for'?mplbyment." . As of
December, 1971, cor?OFatiOns h3d been establiq&ed in the.
p;ovinces of Ney Brunswick, Nova.SCOtia, Ppipce Edwarge ’
- Island, Manitoba, Saskatchewan, and Alberta. This programme,
"however, is being phased out, probably dde to the overlapping
with other programmes in DREE and the lack of di%ect control
by the Department over the aétions of»@he corporations.
Special programmes have bﬁfn designed for regions .

showing particularly acute problems.' 'A programme was -

developed to cover the whole of Princg Edward Island, an .
agreement inyolved\in almost -all segmehts of the Island's .

economic and social lifel_l.fl‘hé FRED programme is a fifteen , |
year plan with a total budget of $728 mill¥on\ The federal -, -

v . contributiqp is $225 million plus a_minimum of $36.6 miliion' ’

\ in interest-free loans+to the provincial government. The - h
~actual federal contribution s much more -~ a point empha-

-

sized by Marchand in the House of Commons. - S

‘ (T)aking the #otal amount of each party's contri-~ . .
< bution, meaning $500 million to be provided by ‘ CL
. Prince Edward Island as against ‘the relatively : .
’ ,Modest contyibytion of $225.million from tHe federal ‘
government ( is not a very fair way to present the e
. problem, for . . . included in’this sum.of . o
million from Prince Edward Island is a lapge: por ) :
L tion of its regular budget, meaning that.several ° " co
o - .things that have heen included in the prgject are . .
' part of the normal services and .activities of the o _ ‘
. provingé, of.which we pay ahout 50 .per cent 8; the . o0
budget .throggh the tax equalization program.“’ . . |
The servicés to be provided in the special agreement were - . '
included in Suc?_responbibilitiea as education,‘agaiséance .
. " L I

‘o dn thgginfraatrfxs:turesl of xpwads, bridges, water and Jewage. .
- tncii;t’ies. and ‘the d_evql’agmaht‘ of natural resources. Other !

\

b

E ‘ . L . '25,-!‘ _it ‘ es, 1 72"7

] ¥

cBpaA53E4,

S . 27. Canada;.'House of Commons, pebates, First Session,s
\#7%. - 28th Parliament, ¥ol.:VII, March 21, 1969, p. 6962.. .
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considering e establishment of simllar 1nst1tut10ns else- gl

. designgd tg gromgte“ggondmic expahgion, geﬁfoundland' ,a‘ag

'-98 ‘

' ) . . ' '
. . . : .
‘ ‘ " ’ ‘ : ‘ v v
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a%eas of concern’were manpower retralnlng and health and '
welfare programmes.28 A speplal programhe was qlso s1gned
with Newfoundland which, in addition to thg comprehenslve
plans for economic d velopmeht Similar to those for Prince
Edward ISIand were resettlement pFogrammes The objectlve .
was to move families. from isolated outports, where the
economlc énd social conditions were unacceptable to areas

i

where better ecqnomic opportunltles and social services

L. .

could he developed. .
The use of the public corporation in encouraging
economic development in slow~growth areas galned some f‘ ' ./Qx_'
acteptance with the creatlon of the Cape Breton Development
Gorporation . 1n\1967. DEVCO was set up. to’ deal sPeclflcally
w1th the rapid decllne of the coal industry locate& in the
region. This sector had been in great dxfflculty due to .
the"higher costs incurred in extractlng the coal from further
and further out upnderneath the _sea floor. DEVCO was to £
decrease the dependence of the~reglon on the cpal industry
and open up, if possible, other cQal mines which would be 2
more: economical As 1n most public corporation¥, -DEVCO was
partly independent of the government., and was to advzse the
minikter reaponsible for DREE (af‘:er 1969) of possi,bh plans
for deveiopment in the area, The "lack of control reaulted
in some hesitatlon on the par® of the Department, when ‘ : d~

where, N , , e P Tt i

o Despite some reservatigﬁﬁ howevery the spec¢51 » ?‘”\‘}j
°°“d1ti%ns in the\Prqvinces‘af NGWfoundland and New Bruns- ";Mﬂj';:»”
wick. 135“1t§d in theweqtablishment of twp other compqrgnggns S

 enatiomig QQ‘iQiQ“*h“d Rot changed ‘in the years betweei l?ﬁ?. ,‘:f ,
t.o- 1971 /Q! ﬁ;“;g th@' ambj.,tiaua prqqut,a undgp%,ken hy tb?
fedemll;m& wai»nejml QWP&‘nments, .~Due tn i:he persinteneg W
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\ of the high’unémpiayment, and the economic, base of the .
island, the decision to set up a pUbliCICorporation was L

announced by Jean Marchand in 1971 ‘ , \

The fact rema..s that the‘Fconomy of Newfoundland,. S

to-a much gre®er extent than elsewhere, is madeé up

‘ of a large number of relatively!'small RQusinesses. .

ca Many of these are of a size which would make it -
1mpract;cable for our incentives program to.be -
extended to ‘them. Accordingly, after discussions ‘

. with the Government of Newfoundland, I am proposing

to my colleagues in the federal government that a -

special development corporation be established undes' |\

prov1ncla1 law to provide technical and advisory A

‘sexrviceg of all kinds to entrepreneurs in Newfound- '

K o land, ¥o help investors in that province take .

' advantage ‘of our.incentives program and of the S .
'othen programs of the Department, to assist in \
equity finanging, and to proyide loans to .small '
ifhvestors so that they can modernize ang expjnd
- ‘ : thélr facilities or establish new ones. A

. /\' In the case of New Brunswick, the lack of success‘
An the 1ncentivé§ programme in the special aiﬁp of Saint ' :
Ce s Joyn resultedﬂln the decision to set up the New Brunswick

- Myltlplex Corporation lexted Moreover, it intraducedma
{3“« PQW approach.in the Gttempt to develop an industr1a1 ba
" /in the _special arqa. S | |
//“ Iy Onsq goznt basis with the province, we.are going to
' ny to establishia complex of metal working plants~

the Saint Johm atea of New Brunswick. ‘This step ‘
s being takep i reeagnltion of two fundamental
«|\ facta ;/ FPixst, while industrial in@entiyes can pe
geffee j e in stimylating industries which have a
. resour affinjity with a region or~in; qttgaqp;ng : '
"7 the mond truly. “footloosge" mdustries, thasé effecots '
0+ may pqtiladd, up to the majer ‘development thrust that o
B '8lownt Owth region ndgs tq break: out of dits: cye&e oy
hation., mhg Bed d £ag 48 thgg; for mny- v R
i modern inpduatry the ckitical lex or
ﬂhh‘abaanQe of teehnolqgigal;yrrel@ted ﬁg
4. iqppratiens,. In the qnggnqq‘g! thgs
ﬂrgal plant cannot rel w-'gn g
sipnlies, q’miqlmeda, oner
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/ ser5ices when it needs‘themf ‘ \ i~ .
‘. - - - - . - - - o - - - - - . - - - . . -
. < ©[A) corporatlon called New ﬁiunsw;ck Multiplex Cor- V\_

por$§1bn limited [w111 be .acting]) as our agent in : o
pro ting the tabllsggent of a multiple 1ndustry.

~complex in Saint John.
‘The multl—complex approach 1ntroduced heré was a result of
the continual assessment of its programmes that the Depart-
. ment underwent both on its own injtiative, and througﬁ.the
‘scrutlny of other interested parties, -- the Oppos1t10n in ¢ IR
Parljément, the ppovincmal govefﬁments, and concerned interest -

gpbups.

A number'of\broblems were expected by ﬁne Depart~ A
ment to crop up as its programmes were developed and admlnls-‘ '
tered. The most impor'tant of these was the qecesslty of °
ensuring the cooperafion of both the prov1nc1al governments‘. \ ',
and. the various departments in the federal government “The S
comprehenslve nature of the new approach which xnvolvedg )

a-

-

£ ‘ all facets of social and economic life, meant 'this coope
< tion was Vital to the. success and even the survival of the ' . .
N o Depar tment . ! oo ’ b . ‘

tI]t is not only a proﬁ;em of having coordinatlon
among the different departments of the felgral
government. but with the provinces too, andlif wk = _

. "', cannot obtain this copperation of course we are - N .
- , ;Paralgzed . there is no qoubt in my m;nd dbgut. : L
. * thac. - Y . I T

A
N

e ; COoxdination Wlthi\ the fede:al government Was ne ded to. T ‘_.;;
R \ vfenahrb that the gfforts. of 'DREE wace not lmpeded Y. the" ,1 o
| ,actions of dﬁu;m dep,”tments and agencies.1 The ministqp{was DI
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(a) in codperatlon with gther depargments, . .
granches and aggmcies of thg Governmept of Canada,. .
formulate plan$*i®r the ecoﬁomlc expan31on and ' :

» social adjustment -of special areas; and '

(b)-with the approval of the Governgr in_ ' »
Council, p{ov ide for, ceordination in the 1mplemenL
tation of hose plans by departments, branches
.and agencies of the Government of Canada and garry

‘ 4 ‘out such parts 'of those plans as can not suitgsly
\ . ' be undertaken Ey such other" departments branciies
and agencles ¥ oo ~

\ Inter~d§partmental c00perat10n was not somethlng that sxmply
‘eould be leglslated into exlstence however.

‘ There is the matter of attitude, We have this
~ '~ - problem of alrports, for example. If we have a \
| depressed area which would be. helped by an air- S
port and the Department'of TrapsQort decides to - o
buwild the airport somewhere else, without any - L
serious reason, and we do-nqt have an opfortunity
ta discuss it, then of course-what we are doigg ¢ 3
-, - is to a certain extent uséless,» 1 ggree that this. Y
.\ is probably the main .problem bit I do not think
e ign be solved by law: It becomes a problem pf
att ude of' the cébinet and the other ministers.33’ A,

oo An interdépartmeﬂJil "consultatgon struqture " ‘was devnlopéa ' .

S 7. £l) . . .the Mlhister shall - ' ’ NS

\

N 'p,. . taken fully into account before the fi al d

e . OQ attitude as on the Proviﬁion °f SCru cures themseaves' "’\}
, To further the interadepartmqntal coord;'ntiQﬁf‘a "9°°rdin'°’rj
‘o " atxom and liaison" branch- withm the Departme“t of Regionsl
o 'Eoonomic EKPHMS%QH w#s c;-ggtéd ;i.n 1972. ,.Sir&c& many’ féderal ‘
P"licAea ‘affect regions, the task of C‘oordination appearg . . v

.

‘LT\" * to, b@ @gna1d¢:able and At *s premature; o assess itsv;. ‘."“<‘?'}

1 o
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The(boperation und(co
and “‘the provincial governments

to the survival of the Departpe
as;ured by meeting with the pro
problems and to try to see how

respective jurisdictions.;35

The key to avoiding difficu
closceness of the common con
and covperation that there
stage in developing plans,

The integration and §gensultatio
administration of prg'ammea wa
use of committees and working g
Committee was created to ensure
sary in the early stages of dev
the various\deaignated regibns
Moreover, to engure the coordin
various federal and provincial.
& particular plan, Jojint Workin
where the federal and prewincia
would discuss the poliezes and
. The divi&idn of power
' provincial gdveﬂﬁpanta.was to b
‘tation Of‘ppogrgmmes under the

Economic Expansion, degpite the

question of tRe degree OF ‘
thrdggh’ DREE, wag to exprt’in t
issueé, and onq_)vﬁiéh involves t

¢

r"—'_ !,‘ O -
| 35. Marchand, Standing. :
Parliament, Issue No. 3, p. 35.
-36. x..m:'.' R- git., p. 35.
v 37.-6es the organization gh

s

" e L I
Y

36

. *

ordination between the federal
was also of vﬁtal impor tance
nt. Cooperation was to be
vinces "to discuss all the

we can solve Jjhem within our

Ities of course is the
sultation, discussion
is at the\igry carliest

n needed ig*$he blanning and
8 to be achieved through the
roups; A Joint Planning

that the consultation neces-
eloping the programmes for
or special areas was ensured.
ation necessary between
departments associated with
g Groups were established

1 Zﬁéﬁcials gnd delegates
3 .

pr ?:ammea .
8 between the federal and

@ respected in the implemen-
Pepartment of Regional

need fox cooperation and
'nment. The- ,
federal government,
he programmesvwas a aari%hs

he. federal spending power.

ttee, Rirst miaion. 28th

-+

Art of the Department of -

‘8 Regional Economie Expansion, Appendix A, 8 .
N rmg‘h Geasion, 28th Parliament, IQI.MQ%%.

*
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b
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The federal qovernment was allocating considerable financial
-rggources to the programmes, and it was natural that they
felt that they had a right to influenee the spending of the

\

monies. The provincial governments, on the other hand,
were jealous of their responsibilities given them under the
British Nortﬁ America Act,..gnd as the programmes were

heavily involved in provincial areas of jurisdiction, they
demanded that their priorities and ideas be Lg&en fully into “
account. The conflict between the two levels is alluded to

briefly by Mr. Kent, when referring to the designation of
- N - Sa,

-

(I]t is.a genuine joint pfocess in which one finds
that while our role gertainly 1is that special

. financing s beiny providedyand, therefore, one
would expect that we would Kave a very large say,
in.practice, in a warKing negotjating relationship,
it sometimes feels as if we do not have enough
say -~ this is not a criticism. . . !
“ e e A e e . . L T BN
Everything covered by these infrastructure agree-

- ments 18 in provincial jurisdiction. The agree-
ments would not be necessary otherwise, If they
were in federal jurisdictio then éhe federal
government would just do 1:h;v~rozr:k.3

special arcas. L . ..

a - - -

The problem, then, was the difficulty involved in working
out an arrangement acceptable to both levels of government,
when monies were made avajlable by the federal -government
(either in toto or in part), and the respansibilities for
the méat part lay within the juriadictions of the provincial
governmenta. ¢ )

Another praoblem facinghthe bapaxtmant of Regional
Economie Equnsigé,and one which has been continually raised,

18 the question of prigrities” :

, F
ghc:e;lraipgnxkundardaveloped regions lh“%nnnda,
't only dne. ' The point I would like to underline
Af" that we cannot work efficiently in all regionsa
' at the same time. It is impof#sible. We cannot

. R A
4 I . '

& —e

ttee, Second Session, 28th Parliament,
* L 7!0, po 64: '

.
L
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afford it. , Prabably it would cost bllllons of
dollars ® 'do it, so we will have to make a choice.
We will have to sbart with those that are in the
worst shape and Lﬁg to help them and ask the others
to wait a little.

The decjgion to favour certain regions was bound to create
hostility in other sect®rs of the country. It is interesting
"to note that the federal government managed to designate

at least one part of every province as an area of ,concern,
however, the Minister, Mr . Marchand, emphasized that the
first priority would be to programmes in the regions of
slow-growth in the Atlantic provinces and in eastern Quspee.

* I think the greater part of our efforts will be
in the Maritimes or in Eastern Canada. That does
not mean we are not going to worry about what is
' going on, say, jin Northern Ontario, or Manitoba,
or in the northern partas of Saskatchewan or
QAlberta, but X think we will make a 58e01a1 effort
for the Maritimes or Eastern Canada.

The| decision to concentrqte the energies of the Department
on !'Eagtern" Capada is demonstrated by the monies spent

. in this area compared to the other regions of Canada. Table
Iv-h shows the distribution of funds under DREE betwesn the
three regions ~in 1972- 73. I

Table. 1v~2 v\,

Department of Regional Economic ‘Expansion:
Dibtribution of Funds, 1972-73

_Ezged_emsm_ _,Q__,,_.smada WLt '
Pexr Per 1

549, 39 | s5.9 $4.05 4.2 $1.07

102.8

Source; Stand ommibteg. Fourtn Bq-lian. 28th P{rliumant“
1972, Iasue 1, Appen XA, .

e, ririh Sesaion, 28th

Pnrlinnqnt. Issue No. 3, Noven ‘f 2. 196¢. R»..38. -ﬁ«
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The‘determiﬁation of the Depaftmept to concentrate.

on the slow growth areas of the Atlantic region, and the per
' capitd discrimination between Canada weést and Canadas East
and Centre rankled the wi:tern Provinces, The concern that

the development of the slow-growth areas in the -West with

great potential for expansion was being ignoredﬁby the
federal government was expressed by the western premiers at
the Western Economic Qpportunities Conference in July, 1973.
The premiers argued forcefully that the federal government
should concentrate more effoft on the Western région, and
that, on top of this, the slow growth of western industrial
development was due in part to federal programmes

Thus, Premier Schreyer of Manitoba emphasizedg

While there are a variety of factors which may
account for Canada's disproportional developmeAt,

it is our feeling that the influence of certain
federal policjiges has been especially significant.

It is generally accepted, for ekample, that national’
transport- and tarigf policies have-played a large
part of the economic expansion of Central Canada,

at times at the expense of the West.

. Similarly, various industrial assistance
programs have provided relatively little encourage-
ment to growth in Western Canada. .

Similar inequities have been experienceq in
respect of assistance through the Export Develop-
ment Corporation and through DREE's industrial in- .
centive program. . b //Z_

Along with the Premiers of the sister provin- .y
ces of the wWeat, I believe that the Federal Govern- . /
ment. should provide much greater support to the . s
industrialization efforts of Western Canadipns. * . :
In partigular, we contend that all federal poldcies =~ = .
relating to industrial expanasion : . . should be o
. Qedigned ap that they will not discriminate against . - -~ ' .

the Weatern Provincesa and will instead Rflp us to . 7

realize ouy tull development potential. '

Prgnicx al!kgnqx 9: Bnakntchawnn :nibar‘fﬁd th!:ngad for tho - :;:
N> N .

’ - X
- : . ? .MM ) ‘.

—

ALq Vnrbntin Report of the Western Bconomic ?pportunatiec

~ Conhference, Calgary, July 24-26, 1973 July 24 ning), -
PP- alfsa. Unottieinl copy. . 4
A e o o, A
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development of the industri!& sector in the West.

We need secondary manufacturing to provide ijs for

our young people ‘

. In the past Governments, federaé and provin-
cial have talked about promoting secondary industry
in the West. ‘

Indeed, in the past few months, the federal
Department of Regional Economic Expansion has
stated the situa?ion almost exactly as I have
stated it today.

So we, all'of us, appear to be in agreement”
on qur basic Objectlves 42

If this is ‘8o, why haven t we achieved them?

The dlssatlsfaction of the West with the discrlmlnatory

-

policies of DREE, which were intentlonally favouring the .
Atlantic provintes rather than slow—growth areas across '\
Canada, coupled with the dlssatlsfactlon of all provinces
with the centralization of_the Department in the decision- i .
making processes and the allocation of funds, was recpgnized
by the Department in 1972. A p:gcesa of re-negotiation was
Segun, which is stirl,un progieséN This new approachtP
emphasized the role of provincial governmenta in policy
formulation and the administration of programmes. It was
_.announced that the Department wquld he decentralized with
regional offices being introduced. Mpreover, the regional
differéncea in all provinces Gf Canada would'be taken into
.account more fully than they had been in the past. *hua,
the provincea‘ participation, which had been recognized at
the outset of DREE, would boAQLvan more ‘attention. “The .

. difficulty of pzbvid;ng a general frqmework which would fit
the requirements of all n:eqa in Can#da was to be overcome
“ py the anraqqing decentralization of tha Department,

." Regional. 9¢onantc development: posas cqmplax prob-
lemg that vary from period to period and from place

to plece in Capada. No simple nor single solution N
is 1ikely to be found. New and more flexible N
approaches axe conni.dored nmcnax‘y and i€ is hopﬁd '

, S WA g

42.;'%3&9!:& ;;Bpgrt; of m mngnm. moaouls cgport\miti (*

40.- -
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that the discussions with the provinc
will lead to greater and 1ncreasiﬂgly
federal-provincial action to overcome

lal governments
more effective
regional dis-

parltles and to encourage economic and soglal develop—
ment in the slow-drowth parts,of Canada.4

The decision by theDepartm:SE]to involve the
provinces more fully in thé area of i dus%!eal 1nceptives
and to prov1de reglonal offices was announced in May by the

44

new Minister, Don Jamieson. The determxnatxon by the
federal government to cont;nue the expansion programmes in
the slow—growth areas of Canada, with continued negotiations

both in philosophy and in practice to the

Y with provinciql governments, has resulted in alte;atlons

Department The

industrial incentives programme under DREE, for exaﬁple.

_was in ;he future npt. to be restrlcted to the designated
areas but to industries in all areas with slow-grdwth
problems 43 Moreover, the new Mlnister emphasized the

L

necessity of cooperation between the federal government, thh
its national priorities,\and the provincial governments,

with theii particular prograﬁmgs and problems.
The proliferation of public programs over the last -

P

' 25 years. has made improved government co-ordinatiqQn

a mattet of some urgency in our society. .

Q«\!‘s . - . a -

- L] \,"

L Y I am tnlking about cq~ord1natxon in purault pf

. identif{ed jointly by the two sehior

limited and parefully defined objectives related to
major developmental opportunities that have been -

levels of

governmént. It seems to me that this kind of co-
" ordination should be regarded, not jagt as possible,

"' but as something close to essentt‘l

[
A ",

—

| 43 Depn:tmantipt ngiqnn; Economic Expanqiom .‘!%925_&

Qﬁ a‘miema./ ‘ tanding Commi
me;mnt, :Luna No. April 20,

[ .
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The degree of federal-provincial consultation\carried on by

j the Department is oﬁg of the most impoitant characteristics

/ ‘ of its épproach in iFs endeavours to reduce reqéqnal econ-
[, omic dlsparltles. . ' ' '

) . : Jean Marchanﬂ, when the Department was flrst

» established, emphasxze¢ that the programmes were(of a medium~
/ ‘ \ “term nature, and that‘ghe effects would not be necessarily

.. | immediately apparent. ]

/ \ (W)e shall not hafe recourse. to short-term expedients -
| or to vague long-fefm intentions. We want to realize *
/ ' \ constructive, prag LCﬂl&prOjeCtS on a short-~term
\ basis. Hence, we shall include in our planning all ~
N \ ‘the various efforts which we xﬂtend to undertake '
: [during the next fifteen years. : :

. - The range:-and variety of the Department's programmes meant .

" that exper imentation was ihevitable(.ﬁnd experimengatioﬁ
invariably leads to'mistakés and, as a result, to modifica-
tion. Progrpmmes were criticized in parxliament and by )
var ious aﬁfected groups across the country. The Departmengi

" iwmself continued to assess its programmes, altering thempﬁ

' 'and renegotiated agreements‘wiéh the provincial governments.:
It is beyond the scope of this thesis to examine whether
not the Department was or was nat successful, if in fact
with only four years of their plan gone such a task is * o
posaihle. _The- programmes are still in their infancy, and
any progreas will not as yet havé‘;eally made its total
impact. . . . o
Neverthelesn, tha erention Qt the Department of
‘Req;onal Economjiy: Expanaion is an extrcmnly important -
. ccmponant of faﬂ%ral-p:ovinqial ralaxiona. The degree of ,
>qog§nltgaiqn apd cqope:ation reeded in ndhieving the goalm , o
.. of tls Department has resulted in the Departmgnt becomag .’
L ‘vgugijF taq;g: intluanqing keldtiqna bgcunspvgha tﬂc lavcl; L 4 s

ot ﬁ
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. . . I think members of the Standing Committee on
o - Régional Development know that the great bulk of the
Department's activity has been carried out under
- federal-provincial agreements, providing it with a
unique and challenging experience with cooperative .
working arrangements between the two senior levels , o.oN
of Ganadian government.48 | | ) 7

Thé'increasing funds allocated by the-federal governmént to
fégional developmeng, in an effort to reduceﬂtpe disparities

¢

between the "have” and "have-not’ provénaﬁilof canada, indicates
the importance of this issue in Caffada Tabléﬁiv—3 shows

N the total expenditures/ of the Department from .the yeérs.
®  1968-69 'to 1972- 73, with the forecasted expendltures in
. 1973-74.
) -

S . N -

Table Iv-3 *.
Depattment, of RegionaLfEconomic‘Expansion

Expenditures, 1968-6% to 1973-74 - ‘
Year . ‘ . $ Million | T % Change
1968-69 // ©oa25.76 /) -
1969-70 : . 11940, 4227
1970-71 S 260.5 D O
. 1971-72 308.6 . 18.5
1972773 L ,  320.9 s 4.0
1973-74 R 513.0% n.a,

. - a. Thia tigure is not comparable &1th the other years,, )
for it forecasts nat only the budgetapy, but thé ngn- .
Lo budg;t:ary expenditures.  Howéyer, thet forecast fer, ,,97;{—73
.+ ¥ . for.'both hudgetary and non-budgekary expenditures iy $452
'milli.ﬂn, thua the 1ncreqﬂq\ ﬁor tl&} total expeg‘dit:u 8", qu
?;1,3q.5x , o
e ey Sonrem mmda. House .of camons. Debates, Eirbt Session;
ST zm; Pmlimgnt. Vo ' 117, June 1, 1973, 'p. 59; and .
L Jamieson, Stand Conmittea, First Session, 29th parlimem;.
o -Issue No, 2, Apci / ,;3, PR~ 495.
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The federal commitment to continue agreementé withm
the provinces ahd to increase annually the amount budgeted
specifically f8r regional development through DREE indicates
the -importance of this policy area. While the dollar terms

- may be insignificant in many respects, it must pe remembered
that this is only one of a number of federal .policies
designed to-overcome the problem wf regional disparities.
. The Department of Regional Economic Expansion,
&hlle it may be altered as a result of new approaches or
through fedbral-provincial negotiationsg, has become an
important vehicle in the attempt to resolve thé céntentiOUS\
issud of regional disparities in Canada. The importance of
this issue in féderal—provincial relations in recent years
is borne out by the attention focused on it in the constitu-
tional conferences in the years 1969 to 1971, where the
federal and provincial governments struggled “to provide
Canada with a new qonstitution and a new approach to govern-
ment. Regional diSparities‘yps once again‘an issue of

dispute between the various governments of Canada. N
A O .

[\ ‘.



CHAPTER V
N . k R |

CONSTITUTIONAL REFORM AND THE ISSUE OF REGIONAL DISPARITIES

»

e \. ¥

N

The growing concern w;.th the persxstenc?f | '
regional disparities resulted in its incluygdon in the dis-~ \
cussions of constitutional reform which too?place during
the period 1967 to 1971. The Confede;;a'tion of Tomorrow \
Conference, convefed by Premier Robarts in 1967, gave first
expression to determination of some prquincial premiers =
that the Bxitis North America Act needed . fip be r ~examined '’ \30
and rev1sed in the lldht of the nation's development since
Confederatxon. At "that 1nterrprov1ncgpl conference it ‘
became evxdent that "the’ major issues confrqntlng Canada »(\
were: first, the bi-cultyral nature of, Canadap second; .
regihnal d?g arities; and finally, federal ‘;.:4 cial rela-
tions in gpféral. The refative impor tanceq Yt ‘qach Df these
vari‘ed amongSt the provinces. Thusgs Yop. \Qmple,

while Quebec and' Ontario spoke at _great 1eng&h 'bn federal— -
provincial relations and the role of the Fren&h A English k
cultures in Canadf, the Atlantic provinces vapd § . pore

conc“erned with the presence of éocial, and economic Hispar:ities
betvween the regions. Bremier Robichauq of New BrunsWEGi

statedy .- - * v S e Lo
Canada. gunn do more to ovexrcome. pgg;gqal econqmie SRR
md n@qiql di.spari.t:iep in the Confedepatioh, of " T
tomorxow, It is my firm'conviction that severe
mnhsing -dispagities in the axe:l.a of mer~ -

v:hpel and in t}\ rlnga of oppoxt;uni. és do much,
o e in‘ .t;hg cmd

—

pf. languagq aul
::i.et.y qanpsnfﬁ%g! g
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\ services and,opportunltles can only serve to exclude
many thousands of people from mfanxngful partlclpa~
tion in the Canadian communlty

The interest shown in dxscusslng the constltutionaL

R 4

. 1mp11cat10ns of th@se topics varied amongst the prov1nces.

4
Y

premier Johnson of Quebec emphasized the 1mportaA;e of . \ .;
writing a new constitution which would reflect the modexrn- ’
day ﬁroblems facing Fhe‘country. Premier Smallwood of

:Nveoundland, howéver, was not very concerned about dis~

“ .

! ~=aSSing ppssible constitutionalrrefbrms. ' o
L)

"[Ill]\fares the land to hasten the ills of prey

whére wealth accymulates and men delay and the rich

get rich, and ‘the.poor get poorer" -- the rich prov-

inces get richer and the poor provinces don't get : '
poorer, but they get poorer in relation to the

rich Ones. Thls is the problem. .

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

] Now do you ‘expect us seriously, 1ﬁ you 5 . .
.. won't interest yourselves in' this side of the Can- ‘
adian problem, do yow seriously expect-us to get . \
all hot and bothered and excited about constitutional
‘changes? Do you seriously? I tell you, you will be ~

wasting your time,

The problems en$ountered by som“\provlnces seemed oply

' remotely connected to constitutional reform, while the con~

cerps of other provinces;,and particularly ‘Quebec, were very .,

much related to the d;v;smon of powers and the cultural
B prov;sxons contained in the Constitution. . k ' :‘ ’

» It was recognized that in order to get discussions -
of constitutional xeﬁorm off the’ greund, the partxcplar areas o
oﬁ gonqern of bggh levels of government, gkd the 1ndiVLdua1 'f'g
pravinces as weIf ld have to be’ ineluded. Thus, when " ;
the £irst Constim;t cOnfer.ence wa& aqnvenad by. Prime .
S Niqistex Beurnon, t[giqnal dI%pert;es was ene 'of the.topies g” -

. f;o ba M.’bcuued, g Pz:gmj.sr Sm;tth o.ﬁ Nova sgotia had 'gpecimeglly

‘ ’, PR
." i ,
'r v

»"

pfederation, ° copferanve, !
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i X ,
asked that it be included on the agenaa.3 Since the issue
did t seem to fit into discussions on constitutional

, Premier’ Smith felt obllged to justxfy its inclusion.

ndeed entirely, with constitutional questions. .1t

ﬁhe conference so far has been dealing principally,
/ eems to me that one of the most 1mportant c0n51dera~

tions that we ought to have in mind is, what we want R b
.’ a constitution really to)do.| As I think I may bave _
o uﬁ'said on another occasion, surlely what we wanted to do -

\ - /1 is to provide the Jest environment'we can in which
.| Canadians can live.and develop to théir full poten-
'fh tial. This, it seems td us, requires that in so . .
¢,» far as the constltutlon can,. it should provide the
'+ Dbest possible means for fosteriﬁg balanced regional
»  economjc growth. Thié& is‘a question that has long - .
3 ~been consideredpby many» to be dne of the most 4 . .
K pressing problems: with which Canadians pust deal. o ;';’)

” The goal of regional economlc development then, was to be

ﬁ ideqd as much as' possible by constitutional prov1sions - In
S 71Fhe beglnnlng, it was not clear exactly how this was to be
o

/ ? chxeved, other than by ensurxng that 'the federal government

+ ' thed the sﬁ!ength apd authorxty to aid the: prOV1nbes either
thanclak&y or through speclflc fedeqal programmes .
‘ﬂ;j" At the outset ‘it had been emphasized by the fed-‘ :
er @overnment that it had not called the conference in ’
pnderytg provide the provincék with the,opportdnxty to reduce .
*the spowers of the ‘éentral governmant:,,” Pmme Mim.ster Pearson,
. ,’in h% ppening statement, .emphasized the .importapce of . .. %
o | ?namt;uning & ~strong eentral governmenl’ A niajgr justifica-
. ,.,k o ion (!fer this poa:.tion ws J,;ln‘ked to x’egioml diapa:;:,tiee,, e

o The) @eﬂﬁt 1 g-overnment: wall of, course, be receptive ‘
,\\ to - the‘.xsh s and oPennmiﬁded to the propasals of |
k ‘W \every pmVinqe. ‘Bub :I. wquld he J.hss ’!;han candiq AL,

, X o |

(3

‘
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(

I failed to point out that ‘there are certain federal
positions which must pe maintained. The federal . R

. . government must be strong enough to carxy out its
" tesponsibilities faqr ‘moderating ecpnomic fluctyations

) and for promoting.balanced econqmlc growth. .
must be able to promote economic equality .for : ©
) Canadians -in all parts of the country and fon.every ‘ .

economic region. : . \ .

It is evident that this p081t10n was who}e heartedly o “
.supported by the At;antic premiers. mhe dlfflc'lqrgncountered )
by othe prpvxnceeﬂ was in lnterpretlng what\po ers were |
necessary to achieve these national objectives.
It was the task of the “have-not" provinces to

A, -
w

conv1nce the other provlnces and the central government of
the necessity of greaxer federal part1C1pat10n in promotlng
‘regional ecaonomic development The vastness of the task, ' .o :
' - as deen by these provinces, resulted in their advocatlng
. that the central governilerit” be. given the authority to
T . partlclpate in economxc and social endeavours to achieve a C
" reduction’ of regmonal nomlq and social disparities. ,

+ ' Premier Smith, in 1ntroduclné the tagpic ‘of regional dispari-
roe tles emphasized the Historic role of prev10u8 natloﬁar R
oo policxes which ‘had resulted 1n the exlstende of reglonal -

T diepamt:;es, - e T R
o %t {There] wis a policy which was followed by ‘the - |
roAs N ‘fiederal gQVernment for many yearsv~ﬁ the natipnal ; : “
DT poli@y;un er which people in all regions of : ‘anadh e
B . .Were eheduraged to buy and ‘sell for. the mogt (part , S
L Canadipn goqg in Qrder tg eneanage' ,..xeanomic T
N qevelognent of }Canada.- And Canada has, as/a whole. | R
PR o henefi ted ve:y g:eatly; and becausewCBnadqshas T )
N benefi,,ed. 8o @id'Nova Sqotia, B A S
PR ut this' Rolicy h \@’ n:“better
T -

N

-

2
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economic development d pended upom mass;ve flnanc;al a1d ’

," and assistance for’ economic and so-x&l deveLopment A'

| federal ﬁommltment was needed no'é; port a natlonal develop—
. ment policy "which is frankly-. ;eglo al in appllcatlon and

whlcp 15 of a ma531ve size. 7;

the federal government to play? Sxﬁce the dolutlon opvlously S

¢

involved areas of provincial jurlsdaotlon; what ;1m1ts were" N

. to be meosed on the céntral governmept? The prdblem is'"” ;:" “%Z
. ;eminlacent of the questlon, "Whlch eomes g;rs;“ the chlcken .
or the egg?" Which,does one. so;ve firsg xeg;onhiudlspa:itmes'
and>then'the,d1v1310n of powers,‘ornthe div1510n of powers '
ang - then reglonal dxsparltles? whe answen. ut'appearS.... j o
deﬁéhded upon each pr0V1nce~s att;t dea thCh wére 1nf1uenced L
by their mot;ves ‘for const;ﬁut;opal reform. ’ . {*‘ C

~

. .HA m jor topic of the conferehce ir d;soussmons on .
V“ ‘ xbhe‘feﬂeral spendlpg powepuand redional disparities was the " . .
1, federaJ golioy of equalization paymepts to prOVanéa. The ¢

NFCAR Y
" L]

'Ni~ _ ehisf oppqhent "of these—gayments was W.A.C. Benn Premieg &Pﬁ'
! m' of British’ coluﬁbla. His! attack~was.first launch duxing '
the February,.%968 cpnferenge.lu‘ . ,.f,,», . ‘. _,',_ '”@43

R ;i [Thejﬁwﬁole‘$hought ¥§hind govexpment p0119y Should ”'.‘"Viﬂ”ng

et f . hme“adhieving aimilan Wages Aaxoss thla free,e change R
,aT'”+»' cmqualpf O“ng’ thgn you' wuuld nﬁt geed eqya;izé* “-“f&

. LR tidnxggymen 8 gtweeg ‘provinces, bécause if ‘the :fk'\' et

. Aney Gapite’ v\raa'nm*mme Anald prgvinces . ot

'Wbuld bﬁfnﬂgeﬂﬁagy for -prov; nexnx R
‘ glizatidn. paxments. to - ’.1 RECEER e

‘,;M: le’galve on: t. eé sothﬁ SRR
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been paid, Mr. Primec Minister, all parts of Canada
have increaswd, but-there is comparatively the same
different Ml between the five different regions.

It is not a solution.

While British Columbia protested that equalization had failed
because the principle of payments to governments was false
and that the proper mnthod %pléqualxze opportunity was
t.hrough payments tq 1nd1v1.duals«, the Atlantic provinces
belicved that oqualizatlon paymbnts to the provinces were
vxtal torany reduction in the.gap between the "have" and

the "huVe not" Vrovxnces. They‘érgued that the problem was

‘not that the prznolple was wrong, but that the payments had

not been large éh#uqh*\ Ptﬁmlsr Smallwood emphasized that,

‘while no province lﬁkéd heihg in a positxon of having to

receive equallzatlon payﬁedh they were vital to Confedera-
tion as long as the gaps remaxned ‘ T )

+What equalization paymentsg Bmount to is this: a sort

~ of unwilling maybe, unhappy perhaps, récognition on
the part of Ottawa that there are five provincea in /
Canada, maybe six, that are losing out in the Canadian
race, and they have got t6 be helped: That is what
eQualizatLon payments mean: that Ottawa has got to
give them what they can't get themselves. That is
what equalization payments mean,:and as far as it °
goes'it is all right, .the trouble is it does not go °

far enough w
The remedy lay in increased fa_";r asaistance to the poorer
provinces, both in texma of trandfer payments and fqderal

" programmes designated t promona eccnomic development in the

"have-not" regions of-ﬂ@ %ﬁp
~While Ontﬁr;_;' rtad the principle of equalizay’

tion paymentn to prﬁv&_ &l} qovernmenng Premier Robarts

.cxproaaod concern thah tho evgr 1ncren.1ng transfers would .
qontinue in pcxpotuity. - ,;,vy’f

116
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) In Ontario, . . . we accept the principle [of equal-
ization] and we) practice jt, but it cannot be the
final answer to the problem.

. I do feel the time has come for us to re-think -
this concept of economic disparity, and see if we
cannot arrive at means whereby we can make various
areas and regions of the country self—sugporting
from the natural' assets that they have .l

Ontario wals also concerned with the "old-fashioned" apprqach
" of equating "regional" disparitjes with provincial boundaries.

We have problems in Ontario. They may be of greater
or lesser degree than in other parts of the country,
but within our province itself there is great economic
disparity. .

- - - - . - - -

[Perhaps] this is one of our major problems, that
we do attack this whele problem within the concept

~ of what are basically artificial boundaries, as ) .
economic development does not recognize Yolitical
boundar ies. ‘ -

'Quebec also supported the attack on regional disparities,

and presented a proposal to supplement .the equalization
payments to the Atlantic provinces. She emphasized, however,
that policies must deal with disparitief and-underdevelopment .
in all areas whece attention was naegded. ‘

At the first meeting, then, the first ministers
agreed that the 4ssue of regio aiwaiagariiiea was of grave
concern and that new polggieg {:}p@dﬁed to reduce the'gdp
.betwaen the regiona 1n'Cghada. It was not yet clear how -
uhq'gonafitucion could be used as an instrument to pgcmo;?
economic development. Nevertheless, the Maritime provinces
were not about to give up the oppoxrtunity to right the
;rongﬂ of the Confederation settlement, and were apxious to
use the vehicle of constitutional reform to discuss the
isaue of xagiénql diapar&ﬁiqn. _The ' praspects ‘of enhancing

'v“ Ppo 417" s .
11. Ibid., p. 417.
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¥ ion did not escape the other provinces
¢ f" l [ -

: . . _

‘ a\‘n

Jtutional Conference was reconvened in

q .-=V‘{sume discussions and negotiations. In
between myetings, the Continuing Committee of Officials12
had attempted to come to grips with the specific issues
involved in constitutional reform within the general frame-
work established by the first Conference. Various papers
and reports resulting from their work were presented to the
second meeting of the Conference. The issue of regional .
disparities was one of the items to be discussed. .’

Once again, one of the most.;mporﬁént aspects of
the debate was the question of equalization'péyments. The
link hetween these payments and the discussions concerning
the division of taxing powers became apparént during the
meeting. The federal government emphasized that the cbntin-
uation of the equalization payments was not neqgotiahle. It
was an important part of the federal government's attempt to
help the poorer provinces. As Prime Minister Trudeau stated,
the principle of.equalization payments "cannot be compromised,
13 The federal
government ‘s regponaibility to ensure the viability of the -

clearly;. since its need is recognized."

provincial governments rested on its ability to raige
revenues #RA to spend them, Thua, while it was willing to

[y 2

12, Appendix B: "Proposals Adopted by the Conference,"”
Abid., p. 547. The Conference agreed: "THAT a Contigming
Committee Of Officials be set up to assist the Constitutional
- Conference in its .task. . . ." The CCO was given very
broad terms'of reference, however, it was specifically

directed to-set up sub-committees in seven sdreas; (a) official .

languages; (b) fundamentyl rights; (c) distribution of
. powers; (d) reform of institutiond linked with federaliem;
(e) regional Aisparities; (f) amending procedure; (g)
mechanisms of federal-provimcial relations -~ in other words,
an examination .-into the guestion of whether there should he
formal meetings of first ministers annually, g% getera.:

13, utional Ronference; Proceed
1y O pruagy 10-12, 1969

~
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Queen's Printer,

N
»

Ottawa;,

»
.‘_-w( . AN

118




BT B
(N

! 119

share all tax fields with the provincial governménts, it
would not grant the pfovincesﬁhccesa to these other tax _ !
fields if this concession was made at the expense of limiting ‘ /
its own power to tax and hence to spend. British Columbia, o
on the other hand, insisted that the fields of direct taxa- ) ‘
tion become the sole "possession" of the provincial govern- . W/
ments. ' _ ‘
Premieg STaleood, concernéd‘with the possible 'i// .
effect that this proposal would have on the federal govern-

ment's ability to assist the poorer provinces, stated:

- You [the federal government] cannot change your ' TR

Constitution so as to-limit you in the amount:of
revenue ydu can raise across Canada. And then, 1
having raised it, use it. Use it not just for the :
normal conventiopal things, but to help ud five .
Provinces, Primg Minister. Five of us; Quebec, . . .
New Brunswick, va Scotia, Prince Edward Island,
and Newfoundland; five of the ten. Help us. Help
'us to help ourselves.

And there ®ire so many ways of doing it. But
it all costs cash. So don't cut yourself off .from
the chance to get the cash.l4

None of the provincial leaders were willing to
oppose the power of the federal government to aid in the "k
development of the poorer regions; ‘although the methods to -
be used were a topic of considerable debate, In discussing ,
the federal taxing and spending powers, the' wealthy provinces
were put at a slight disadvantage. The provinces of Ontario,
; British Columbia, Quebec, and Alberta advocated that the
, 'provinces be.giveu sufficient taxing powera to implement C
' programmes based on each province's priorities. They argued
that the division 65 powers ought tb recognize the principle .
of equalizing’ expaquturhs with revenuea. Their arguments
were based, on the goncept of pravincial . autonomyg

Are the Provinces to be simply adminiu::ativg V
unita? Axe we just 9 tunction ') ndminiatrntg:n e
. ! D " " ;1
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with all the decisions made by the central government?
Or are we to have a federal system in which political
authority and pOlltlcal decision are to be left, at
least to some degree, to the Provinces in order that
they may define policy in the areas given to them by
the Constitution? .

" The differing tax cap;cities of the provinces
resulted in lengthy debates concerning the distribution of
taxing powers and the possibility of limiting the federal
powars of taxation. With.approximately one~third of federal
revenues coming from income taxes, if these sources were ’
relinquished to the provinces, the federal revenue reductions

"’ may, have threatened policies of equalization‘aqd regional
development. Moreover, while the Atlantic provinces would
support a sharing of tax revenues, so long as equalizatidn
payments were maintained, their lowen tax capacity meant

.. that control of the difect tax fields would not be a great
boon to them. If federal assistance to the poorer” regions
was thieatened by any restriction of the federal taxing
ﬁ;wers, the "have-not" regions would be compelled to support
the federal position that their unlim%pgd power of taxation
be maintained. ) ' ,

While the use of the constitution to support, <
regional- development had not been clear during the firat
meeting, an idea wps heginning to germinate by the February,
1969 Conference. At this time, it was suggested by the '
Nova Scotia delegati hat provisions be placed in the :
eonatitucxon daai ned to pramotewthe arleviatton of refionalf
diapnritiea.,

We believe that the princi le of equalg;ation and tha ‘
formula for it should bhe 3?} outin thé Constitution, . -
N  There 'should be m arguing—dnd bargaining for eguale ,«‘\
- Asation from time to tiwa. It shoulld .not depen ! ’ .
’ \ n the nttitgde or the whim of any, ‘pa tioulnr pd~ \ S
: . - ministration a any ‘given moment.. co o

] y ‘. . elts o e & o o o 8 LT PR P O I I A D B B !
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(Further] we hold that Canadians in every region of
Canada cleprly should have opportunities for Ytheir
own all-round develppment,” and to attain a stgndard
of living reasonably comparable with the opportuni-
ties and standards of the average Canadian.
We believe that this as ‘a compulsofy general
objective of federal policies should be recognized
by the Constitution. There shouyld also be written '
in the Constitution a provis;on that the Federal
Government must apply its fiscal monetary and" .
econgmic policies. . ., with due regard for the
probable effect of each policy upon each region
as is conslsgent with the overall objective of
the pollcy

He went on to emphasize that the constitution should also
guarantee that the federal- government could enker into
meaningful consultation with the provinces in fareas that
concerned the provincial governments. It was emphasted
however, that the federal commitment to reglonal develbpment
could not wait uhtil a new constitution was agreed upon.
Steps must be taken immediately ta ensuré that the gap
between the regions was reduced, not widened,

, The Nova Scotia proposal to place regional dispar-

- —

‘1t1es in the constitution was not discussed at the Second
Conat;tutional Cconference. The meeting did, however, agree
+to sum up the debate in the following terms:

6. Regional Disparities
: (Agenda Item 4 (e)) ’
The Constitutional Conference agrees thatz

(a) the promgtion of the full development of

all parts of Cahada is an essentia ob]ective

of Confederation;: ;
(b) a Committee of Ministers should ﬁuking .
, ipto acgobunt the views and pr osalle of the’ . '
. 'various' governments, consjider the administra-
tive, financial and connultative arrange-
|, ments for policiesuand ‘Progranmea required
« | immediately to reluce regiopg disparities;
(g) the Confinuing Conmittee Qt‘uninla '~ o
;hmxld gi:v‘ special attantion to the . - .- T
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_ constitutional aspects of regional disparities, with
a view to reportxn? to a Committee of Ministers as
soon as posgible.l

P
Although the constitutional issue was to become a major
' topic in the meetings which followed, the emphasis was still
placed on the immediate steps necessary to reduce regiohal’
disparities. ‘ S
A third open meeting of'first ministers was held:’
in December, 1969, and at that time, the existence ef r
regional d15par1txes\affected the discussions of héalth aéd o
welfare. Apart from the problem of prov1d1ng opportunities far
provinces to "opt out" of national progr ammes, the dlffering
tax capacities of the provinces and the dlverse points of
view betweenithe “have" and "have-not" provi&ces with regard
to the federal spending power were topics of lively debhte. ~
The ‘desire to ensure a mlnlmum national standard of "easen— | '
tial® services was expressed by most provinces However,
the method of attaining this objective was debated. Shdred-
cost programmes had been fraught with diff ultxea. and the
%;*‘vaﬁ:) heherogeneous concerns of the provinces, céioured by regionel"
disparities, were presented. Some provinces were opposed to
the very principle of shared-cost programmesr others felt
.l ' - that .the federal power to make or withdraw from national
progepmmes. should be subject to provincial cqnsultation and T
| agree ent. The discussigns were complicated by the "built-
'in“ equalization factor in the ahared—cost programmes. 'f v
. | ! ... In an effort to. raconeile the need. for national |
‘ . prOgrammqa in certain health nnd welfare areas, and the
Qesire ‘of some grovincial governments tth thay ‘be allqwed '
1 to ’9pt out" Qf any auch prugrammeq,the fedaral governmenc
pxopane to refund a pa:tion pf the tax raised for the ',,a

by nntienh prog:nmmap to £ndiv1du;£::1n ncn-pq:tigigqting

— ;% ”
mmmm;

of the Heht &19.
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provinces. The refund, however, would autoiatically redis-
tribute incomes to some degree. Primqe Minister Trudeau,
explaining the proposal'to the conference, stated:

/// The Federal Government says, "Okay, we will help you
: ‘ by this national scheme which is desired by ever)(_\B
. body. Within each pr9v1nce where the scheme app
~ there is goin to be a redistribution of benefits - . b
and certainly we are going to tax all rich Canadians, .
. no matter where they are, a little more to help the
X legs rich Canadians no matter where they are, eyen ‘
within the same province or, in the province whjz
the scheme applies." There' is gOLng to be som
of redistribution.

And, the Prime Minister went on, in cases where a province
wished to remain out of a national prograﬁme, a bit of re~
distribution would still oeaur.

(We) -are saying to the citiz in these [non~
participating) provinces: "Instead of using the -
- national scheme within_ your province>tgQ redistri-
bute welfare according to this national
‘ .. we will give the money back and the way we
is to redistribute the income slightly from t
rfeh o the poor. . . .18 .

An important advantage of the shared cost programmes to
poorer pravinces lay. gn this )builtmin“ equalization factor>

form

Premier Robarts, on the~qther hand, opposed theSe hidden

”~
_costs of equalization. \\ - ‘ o .

: If we want to deal with equalization. let us @eal
with equalization as a payment by the central gov-.
. ernment to certain piyyvinces to establish another
' 1eve1 of income or wha ever it is you ‘'want.

: ' We think it is a xight principle, but we do gbiect . L
e to what we are getting into-here where you. tax the S
. L a province and, then do not return it the amount. you
’  tax out of it because some of this money is going. .

to pay for a programme in. Anather province that’
~ that province does not want in its own provinqe!l9

‘. o _; a;mm; ﬁ;m -tmqqm aqualintion” 19 the aharedaeoat S

 }
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programmes, the equalization principle was to be included. in
any new- constltutlon. Both levels were to share direct and'}
indirect - tax fxelds, but the Parliament of Canada was to

‘have "the expllcxt power to make equallzatlon grants. w20

The connection between reglonal disparities and the division
of powers then, was borne out ‘in many of the discussions.

. However, as a separate topic on the agenda at thlS meetlng
as well, it centinued to evoke much discussion at the con-
ference. ,

By this time, agreement had| been reached "that it

should be the policy of all governments in Canada, federal

and Qrovincial, to work towards a reduction of regional dis-. [

. . . ) : . w o
. pmrities"Zl in such aneas as the pro ision of government

al

‘ services,‘leVels of personal income And in balanced economic
. growth between the regions. Two qu Jstions remained, whether
there should be a constltutlopal provision that the problem
be redressed and the method of solving iﬁu' A number of
‘ posltxops emerged " The Maritime pr vinces pushed for a
‘. clause in the constitution Wthh wi id impose obligation on
d governments (presumably the federal government) to resolve
regional dXSParitles The federal government favoured a
statement in .the preamble to the cvnstitution, which of
. course would not h ve any legal st nding. A third position .

:A “: ' was that of Alberta nd Britxsh Cglunbia which favoured s
. con-t1tutiona1 prov‘,
" for all Caridians.
fromuregional equality to that Q individunl equality .
' L. .The federal government had seriocus reservations
LI ibout includifg a "duty" to eliqinate regional disParities
| °1n the qgnggmtution,. heferring to the discussiona held prior
e 20, ‘m'udnu. Conmtitutiona; erence, December, 1969
[ p.‘$70" L e ':J"fi 3 e

v . +
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to the December meeting, Trudeau noted:

We believe' the Constitution should give the various
governments this rxight, this possibiliQy. of reduc-~
ing disparities, but we did not, as far as we [the
o federal government] are concerned arrive at any
' way in which we could w§§te into the Constitution
an obligation to do, so.

The fear expressed by the federal goverjﬁint and some p§%v1n-
cial governments was that the primacy .of Parliament would —J
be threatened by court ao}ion if the reduction oﬁ regional
ities was put into the copnstitution as a "duty."

Premier ‘Smith, however, believed that such a constitutional
obligation, phrased in such a way so as to avoid it becoming
a legal question, was both necessary and desirable

Today it seems to be generally accepted throughout
the country apd by governments themselves that
N . . governmehts have the responsibility by way of duty
Co to assist citizens, to adequately resolve social .
and economic problems and help him meet his needs. -
If this,is accepted. . ., thenp we submit it is
not sufficient, simply to confer powérs on one or
another level of government We submit that in a
hew constitution in addition to stating the goal
and providing the.powers to ach1eve those goals
- it should provide the obligation to endeavour to
’ seek attainment of the Objectlves or the goals.23

The Qremler\of Nova Scotia suggested a "model" constltutlonal
prOViSion referring to the obligatjon of the federal govern-

" ment to make, payments to the poorer p:ov;nces in order to

prov;de a hational standard of public services Without a

‘heavier than national qverage tax burden. The provision

also made it a governmental obligation to ehcdurage rggional
economic. devélopment, , 4 : ' AR

The Parliament of Canada*shqll from time. tc tlme in ; S
such ‘a manner- as, it deems’ proper provide for; .. S
> (L) Thé payment to a Prqvince or. provinces of quc}x A PR
agms of money aa mﬁx be’ xaquired to-eddble nhe .
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. province or prguipces to provide a standard of public
servIges equa he national average standard with-.
out a b n taxatlon being. 1mposed on the people

of the provincé~or provinces whlch is greater than ,
the national burden.

N

d .
- a = a - - P Y - & s & s - e & e » &, a a « = -

“*‘\, (2) Measures to promote economic development in a
' province or provinces or region or regions so as to
ensure standards of economicrwell-belng and equality
of opportunity exist jn each region-of Canada which s
are asnearly as practiaable comparable Lo the stand-~ '
ard of opportunity in other regions.?4 °

The reaction of the other provinces to the two
p091t10ns —— a general statement in the preamble, or a con- )
stitutional provision ensuring that the elimination Qf
regional disparities would be a governmental obligation ~—
was a mixed one. Premiers'Schreyer and Robichaud supported ﬁ
the Nova Scotia posxtiOn Brltlsp d\Iﬁ;bla and Alberta vt
advocated a minimum nat10nal income . appr$ach as the means
of reducmng fsqlonal disparltles. A consensus had- not been,‘
. 'reached by the end of the discu831on, ﬂd\\te matter was
left for the tlme bexng\

. — Saskatchewan was far less interested in drawxng
) up a new constitution than with dealing with "bread and
B //"butter" issues: TIn the middle of 'the debate ,on how ‘the
constitution would recognize regional disparities, Premaer v
' ‘Thatcher took‘axm at, federal pOIiCLes wh;qg he clalmed ‘
'~ encouraged regional hnqerdevelopment in the West. n’ partic~ _ . .
,\ular,yhe emphas1zed-the dxscrlminatory nature of freight ‘ , .;i"
qatesnuﬁnd rebUked the’ new . Department of Regional Economic
v pxpansmon for its éobqentration Ln'Eastern Canada.

Iy ' «\

SN The Sadkatchewan Goveérpment would like to remind the'. "
Se Honourable Mr. Marchand that all the problems’ [re-

w '
x . lated to regignal digparities] are pot just eagﬁ N f
: . of Three Riyers. .Eave ggg some; in NOttherﬁ

' S Saskatch ' and elgewhere— KR *
S L - ,:\LLL ,‘ﬁ - ..“. ) . . , \ = 19‘ , '

P i

Mo 9 . lﬂ “s-k"'. “t‘x"‘.‘
\-afsafa. 25 ihfd-, ® %92 e
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v ‘Whilé he supported the concept of a departmgmuiisdlesigned to /

v help underdeveloped .areas in thelr efforts“ ) dqstriaiizeL»
.. . he emphasxzed that the freight. rate structure was & "major

: roadblock," and was impeding the effectiveness of DREE s

26 Premlen Small-

-+ attempts to deal with econom}c problegs.
'wood resumed the dlscu551on of constitutional reform, put

_roée to the defense of the Depa%tment. Mr Marchand also 'w' \

ttempted to fend off the attacky

[With] respect to Mr. Thatcher, I certalnly am not
of the opinion that the only Canadian regions to be
' taken care bf are those located east of Trois-— , ,
" Rividres. I believe that there are regions: that ‘
) are more or less in a bad way, and we must, ob-
’ ‘ MV;Ously, establlsh some order for our actlon.27

Brltish Columbla also entéred into the discussion at thls
* v polnt with Attorpey General Peterson notlgg '
[After] hearing Mr. Marchand's statement ..(and] in
keeping witth some of the remarks that have already
been made at this Conference we should ,consider
. the question of re&gional .disparities for. it is not , N
. A only the slow growth areas that have disparities X
, but also . . . there are problems related to . .
" dxsparxtlés‘ln the rapid growth areas and Bnatlsh
. Columbia occupies that position at the ent fa .
1 beliéve it.is, the number one growth™¥kea in “
Lanada. - - ~A ’ ‘
J' . - e = ,.  a - . o = - - » - - - - . - - *
: . . . I think there shoquld e some flexlbllxty in -,} .
’ . . terms of providing assistance in meeting the, prob-~ ’
" ! lems that we have to meet in the growth areas 'in'
‘the eountry as well as in other areas.?

‘ : ‘Alberta 8 Pmemler. Mx ., Strom, expressed the opinion that

' \;:, areps of qnderdeveloPment in- his prov1nce be gonsidered: as
TN wﬁlﬁa " [W]e in the "have" provinqes atill have ockets that

- \T believe are just aa ‘mach in need of some progr mme of '

hﬁlp as, th@ae that gre cognted as “havewpogn pro.lnces "2 55*

»

Lo )
SR Wmho'qonﬁgxgncg edded wzch an’ qgreawant tq disagree on- the -
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topic of regiofial dlsparities B o ,

RN It was recognlzed ‘that both levels of government had- .
responsibility for the achievement of this goal and
- - that each should have appropriate powers for .this
. . purpose. Eight provinces and the Federal Government
* agreed that the Federal Govqrnment should haye the
power to alleviate regional disparities in relat}on
: . to the income of indiyviduals,  inequality of economigc
b .~ development and standards of public serVices. British '
Columbia™and.Alberta advanced the view that, ;nstead, '
a guaranteed annual income would remove dlsparltles
‘ . between individuals wherever they might be in Canada
o ‘ .and .therefore the effect would be to lessen reglonal
. dlSparltleS. ‘

v

C . Iy ‘ The overall discussion, then, indicated that the , .
| exlstence of reg;onal economic and social dlfferences
resulted in varylng copceptuallzations of how these‘dlver—
sities could be reduced. The empha81s by each provlnce Qn
the methods to be used -- equal;zation payments to prov1nces
paymentg to individuals, concentratlng on all, pockets of . N
. economic stagnation, or ]ust the most extreme cases -~
depended on the circumstances faclpg the 1nd1vidua1 pgov;nces..
The beterogeneous: n nature of the federat;on and the need to
emphasize the “pecullar" circumstances to be considered in
each case, rgsulted in- the discussion of economic andﬁﬁoelaﬂ
,‘dlsparitxea dlgressxng from the subiject of constitutional
. reform to ‘that of "speclal” conslderatlons to be taken into
’account ® This 18 rem;nzscent 6% many. pmevious federa1~pro~

r 4

[

\

yincial meetlngs. o

’

a !

j The extenaive seriea of’ meetings between the two
levels of government, of departmept officials. minisfers, -
L igp,d flrét ministers, eulminated in June, 1971 in v1c§pr;a. g?w’:y
R Q'Nﬁch of . th hackg;ound wo:k.on the drafting ‘of . thq constztue g' o

; ;:tional reformg l;gg been QOn% pt';qr\, t-o the Qonfegancé,. Nevct-» ,‘f‘f'.‘\

a ‘thqleas,\ 'Ai f.,m qontenb;lgua 1pquea\ mg left; for gegolution
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o obi;gation}to aid the poorer prov;nces in the, angas of .

. reduetlon\qﬁ

_conﬁarﬁncag;' pitish Coluymbia has emphasizéd that zne cbné

progress was mede on a new constipution, éhe leaders of many
of the prov1nces and the Prime Minister, would not enter
1nto further negotlatlons It was emphasized by the Premiers ,
of British Columbia and Saskatchewan3k thagsthe questlon of '

'constltutxonal reform was not as press ng an issue as other:
problems, and they 1mp11ed that they w pld not be willing

to take the time to meet further on thg matter. There was

_also a feeling that the Conference would have to show some
measure of success to‘the people of Canada if furtheg i

i

meetings were to he held. . S .
The openlng statements oﬁ the flrst minlsters

_wexe, on the whole ,more, Spec1f1c tnan usual -~ the Premiers

hit hard .on the 1ssue they felt most strongly, reallzing

affect any changes. e SpeC1flG priorities of the va:lOuS
governments were pres nted by the leaders.“ The 'Atlantic.

« ,
Premiers and the Premmer of Saskatcpewgn supported ‘a stropng

Cenggal guvernment,whlch ‘would have a constitutional . .

omic and social development. This pos;thn was sq@ported
by seme of their colleagues, and ignored by others.. Prime X
Ministeh\wrudea bonfixmed the federal positlonuthat the.
;Aiional dLSparities was a worthy comm;tmént .
for both thé central and p:ovincial governments‘ Basically, '
qne governmental posmtions adopted at financial meetxpgs ot
anéwa; the constltqpional conferences, were once again 'j; |
Riesented The wealthy provinces gr;txcxzed federal pdricles:‘ o

-
C 4.’. ce + »'A.

‘e, ! " : ,' . i
: N R . . i ‘ \ .

i i TR

3% Prémien ‘Bennett stated: "1gtwahese [Const;tuciqd%4]
) riprit:y

. )
! 2 ."mém
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and tha}xxnwy provinces supported them. ‘Occasion&lly,
consétitutional questions were discussed. While all recoqg-
nized the general problem of poverty: the solutioims presented
depeﬁded upon the perspecti&é of a particular province.
Achieving a conseénsus would be difficulf. Premier Bennett’

headed. the atlack on specific federal policies which haqd

~been jipitiadted to reduce regional disparities.

A few years ago the term "co-operative federalism"

» ‘was in vogue. Today the term “profitable federal-
ism" is appropriate to describe the treatment
received by some Wrovinces. British Columbia does
not ask for special treatment, but does expect
to raceive fair treaﬁment at the hands of the
Federal Government.

He went on to-indicate the two areas where he felt British
Columbia was being unfairly treated. The first was in fhe
area of equalization payments.

British Columbia calls for, the abolishment of
equalization payments to Provincial Governments
and advocates a revision to the Constitution, if
ngcessary, to provide for a national adminjstered .
guaranteed annual income in the place of present

welfare programmes and equalizatiou payments. . . 33

- The’'second area in-which Premier Bennett felt British

Columbia was biing ahg£¢~changed was the federal programmea

of regional econemic 'dovelopmans*. *Pxemfé Sgrom, as he

- had in earlier maétinga. sympathized Qith.hia Western
' colleague's emphasis on the individual. - - : \

(We] believe that the government policies must deal
with individual®'not with artificial regions. A
Canadian is a Canadian wherever he lives. It hurta
juat as much to be poor in Alberta ag it does to
be poor in any other part of Canada.- % s

CQnéorfgpt the "paying" p:dvinqoo gg!ch increasing equaliza-~

.
" ¥

' 32. copstitutiona) Conference, JW¥ue, MM p. 7.

3. Ibyd., p. 43!
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Ontario's opposition to the equalization factor in shared-

/Ccost programmes was once again presented. The position of

the wealthy provinces was partially explained by the fact
that they received neither equalization payments nor much
from DREE. A guaranteed annual income plan, or something
like that, meant &hat funds would go into their provinces,
funds which they could tap. The poorer provinces,

while not opposed to this approach, were faced with a
dilemma that this proposal would still leave their govern-
méqgs short of money. While their economies might benefit
from the greater purchasing power of their citizens, there
was no way of knowing wheiher this additional wealth would
generate sufficient taxes to support these governments.

Thus, the poorer provinces countered by expressing
their belief that a strong central government was vital to
the Canadian ﬁeéeration. It wgs their view that the federal
government was the only body that could redress the imbalances
between the regions. They did not argue against a guaranteed

-

annual income plan er’gg'but asserted that equalization

‘payments and fedénll programmes aiding regtfnal expansion

--...ahould be able to receive.
v’\"‘ - -, .

were both necesaafy and right. Premigr G. A. Regan, the
new premier of Nova Scotia, took Premier Bennett to task
concerning an!}}zation an& regional expansion policies. l

We Want to point out to the Benial Premier.of
British Columbia the fact that the reason that we
qualify to receive and deserve equalization pay~
menta, and the reasons necessary to have policies

. to combat regional diaparity can be found . . . in
the tariff policies of bge past,

We do feel that we have every justification
for relying on the basic historic policies of the
centxal government for pmyment, not only to individ- -

- wals to offset regional disparity, but also to
provincial governments, so they can provide the
leval -of servicea thed ourzgeopla a8 Canadians

[ ] L . - L] - LA ) - »

.. “
»
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This commitment was to be written in the new constitution.
Premier Hatfield stated:;

We seek a Constitution without ifs or buts on federal
power to ensure acceptable standards of services in
our : Province and without ifs or buts on federal

power to provide us with the poljofes and remedies

80 clearly required to meet our unique problems;

we scek a clear commitment to the alleViatigg of
regional disparity as,a national objective.

Whether the Premiers from the Maritimes suppofted a. general
statement outlining the goal of alleviating regional dis-
parities in the pfeamble, or whether they demanded that
both the objective and obligation be included, the sentiment
remained the same -- the federal government was obliged to
redress the situation of regional imbalance in the federation.
' The next two days of in caﬁera sessions culminated
in the presentation to the people of C%nada‘of the Victoria
' Charter, a partial draft of a new Canadian Conatitutfbn. A
compromise on the clause relating to regional -disparjities
was finally reached. The governments agreed that a provision
would be made expressing the moral obligation of the govern-
ments to reduce the gap between the "have" and "have-not"
provinces. 1t was-dualified, however, to allay the fears
of the governmepnts that such a pr&vision might increpse
federal éowers. _Part VII of the Victoria Charter, which
«deals exclusively with regionpl disparities, reads as follows:

Art. 46. The Parliament and Government of Canada :

an® the Legislatures and Governments of the Provin-

ces are committed to: ' . \ \

(1) the promotion of equality of opportunity and

well bding of all:individuals in Canada; .

(2) the asmsurance, as nearly ss-possible, that

essential public serviges of reasonable quality

are available to all individuala in Canada; and |

(3) the pramotion of economic development to reduce

disparivies in the -social and economic opportunities |

for all individuals in Canada wherever they mny‘*ivg, )
B . L

36,



Art. 47. The provisions of this part shall not have
the effect of altering the distribution of powers
and shall not compel the Parliament of Canada or
the Legislatured of the Provinces to exercise

their legislatlve powers .37

The fear that the federal government might be tempted to qae )
their taxation and spending powers to invade provincial/
jurisdictions in fulfilling the obligation of reducing regional
dispatities, and the danger of provinces appealing to the
courts to secure their rxghts were overcome by the quallfylng
clause goun& in Article 47. Brltish Columhia's concerns

were met by the first olause referrlng to eQuallty for all
Lndxviduals throughout: Canada.

The usefulness of the probosed éonstitutional
\xprovisions Can be questioned. ' ff the governments were not
legally bound to reduce econemic and social disparities, of
what use was the inclusion of the obligatlon in the consti~
tution? The justification is that such a clause focuses
attentipn on the problem, and indicates a commitment on the
part of both levels to achjeve a solution to the problem of
regional disparities. The reductxon of regional disparities
h&dkbecome @ definite national goal and by stating this ‘
objedtive in the fundamental law of the. land, the poorer
regiona were givgn some politieal 1everage when presenting
their Qlaima )

The Victoria Charter waa reﬁeﬁtad by the’Provinee
of Queb&g thus. varresting furthqr negotiations. The procedurg
and. disc ssions purrounding the tapic of conatitwtional

?Eub~

syncem. X ia Clear thnt tha eeonamic and aocini circumatancqg
facing the ndividgil provincen and ragiona of Canada

133



134

powers, the spending -power of Parliament, shared-cost pro-
grammes, et cetera. The discussions of regional disparities

KN .

and related topics of equalization payments, federal regional

-expansion policies and built-in equalization in the shared-

c@t programmes, illustrated the diversity of opinion over
how tle problem could be resolved. Moreover, the /Jdegree of
concexrn shown by the individual governsfents over the topic
led to widely differing proposals for the constitutional
resolution bf the problem with suggestions ranging %rom no
provision, to a statement in the preamble, to specific
provﬁ.ibns expressing both the objective and obligation of

governmemts to refuce the imbalance between the regions.

’ , .
Nova Scotija had even gone so far as to attempt to include

the principle of equalization payments in a separate provi~;

" sion, thus ensuriﬁg”ita continuation. Regional disparities,
. !
then, emphasized the differences between the provinces. But

more than, that, it also, in some ‘Lcases. seemed to give the
federal government' an edge in the discussions, for the lack
of unanimity among'the provinces reSuI;ed in the central
government being able to piay the poorér and wealthier
provinces off against one another. While both the "have"
provinces, and Quebec (whdae strong provincial'aﬁtonomiat
stand alignﬁd her with these provlﬁces) opposed the unlimited
powers of théffaderal government, the "have-not" provinces
would not accept any diminution of the federal powers for
fear that ihe4'pntral government's ability to aid thgir

devebopmegt would be curtailed.
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‘rich, when compnred to their CQnted@ratxan pnrtnerg,kghey - ‘~¥%ﬁ

CHAPTER VI

CONCLUSIONS

The dilemma of regional disparities remains. From
the Confederation settlemént to today, provinces have
individuglly and collectively attempted to achieve better
terms or to improve their positions in the federal system.

. In federal-provincial negotiations on'Fhe issue,
certain themes have become obvious. The most apparent of
these is the different perceptions the "have" and "have~not"
prov;negs hold about the problem. As such, one finds f
ontar iy ' (a region) and British Columbia (a region) adopting
a parsymonlous view towards the resolution of this dilemma.
As\"paying" provinces, they have viewed with some reluctance
the in¢reasid§ funds funnelled into the poorer regions by
the ceptral government. The Marxtxme provinces, whxch have
baen ydentlfxed as a region, and which have heen contmnuously
poorer relative to the "have" provincea, have perpetually
sought to improve their relative' position in the’ federation.
Quebe (P region), which has benafitted from many of the -

. fedegal policies discussed in this agud‘& has been precccupied%

with/the presenwgtion of her culturai valugs, and argues
for provineial rights and independence regardlasa of her -
poorer economic position. The Prairie provinces,, the fifth .
rﬁg#an. are in a difficul; puﬂitign Bince they most. ‘.ux e
clofely eonfo:m fo the nacional . age. Nexther _peor "nox

have argueg the @iﬂpﬂri%x issue more from the perape
of th” aneven im@aﬂt of tcdaxal pol “5”;J 4
“hﬂ?ﬂ*aﬂt" . v :
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for "flair" treatment has been voiced unhesitatingly at fed-
\ eral-provincial meetings. '
| It should be emphasmzeﬂ &hat, no matter how much
one talks about regional dlspar1t1es or the qoncept of
C.reglo , be it on a sub- prov1ncial supré-provincial or
region-equals-province level, on? cannot escape the realities
of po jtical boundaries in Canada. The existence of two )

4

levels of government in a federal system:enhances the

importance of individualvéovernments in negotiations at the
federal-provincial level. Thus; the’ resolution of regional
disparities, which is usually taken im an economic. context, -
must (in some way correspond with provincial boundaries, -
regardless of the economic merlts of this approach. Given
the
regional disparities are usually made at: the federal —provih~
cial level. Wwhile frequently diffprinq claims, and arguments
to support these claims, are Hoth: regional and provincial, °

esponsibilities of éach level efforts to resolve

regional expressions of these claims are still made by
provincial lemders. , ‘ R
. The relationship between thé provinces and' Ottawa
« clearly varies according to théir relative economi&‘posicion
in the federation and has rasulted in a "have" versus "nav§n
not" rivalry. The "havemnoc" provinces, with their lowegx
tax capacity, are flore reliant an assistance from the céntrql ’
government than theé “haga" proxinces. They view a strdhg
> federal’ governqgnt as a prarAquiaite to their own viability
‘,pravinpinl governmhnts.,owhe henvy dcpendenoe on ‘federa)l
_T.icies. dasigne&‘to engufg ‘that all: p:ovinces have the '
£inancinl means'to provj.de governmmé services to their
: eontt:imentq, hu msul@ad in the poox il ox qvinmf;b@ing
qm:qgcmianc % ny ;g:opoulp whi.gh cout ‘:Lmt the eqnt:rql
g@vafmcnt’a pwnr ro rgdintxibuna the natignal wm:l.tb. ’l‘hﬁ
. umva" mmcgm qg the gthez: xma. w:l.gn a munh' gmnt " '_
—QApNCiLY, B8R OLEAWA MO Dmpetitor for- »ﬁmw7
"'mmi gbwmpm, mqa.: pgt;am;&il. e@pe@ihy ﬁ@t

N
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action has led thém into open conflict with the federal Ny
government over the control of the tax fields, and in par-
ticular, the income .tax sources. In debates over tax |
sharing, the "have-pot" provinces have also claimed the
need for more revenues -- the difference is that they have N
asked for tax revenues plus addltional assistance.
' The poorer provinces see federal transfers as
being a perfectly leglﬂamate function of a national govern-
~ment, and see the redistribution of national wealth through
the federal government as an important aspect of Confedera-~
tion. The wealthy provinces view these transfers ‘from a
- different perspective. To theh, the "national" wealth
collected by the federal government for the purposes\of
equalization, is really their money being siphongd off.
The redistributive func€ion of;the federal gbvernment is
viewed with a certain amount of chagrin; "their" money
ought to be spent for the benefit of "their" citizeQS. And,
while they reluctantly concede that a certain amount of 4
- equalization is necessary, they have been increasingly
alarmed and concerned over  the mounting costs of equalization
‘and regional development . poiicies.
Another form of rivalry which "plagues" ‘the
canadian federation is one which is of a more regional
. character and relates to perceptions of the impact of
- federa)l policies. ‘The comparison by provincial gerrnmenta
of their position in the federation is often made according . ':3
to a "West," "Centre," "East" diviaion. Thus, ‘the Prairie . ,
provinces !pﬁtk of "weatern alienatlon. and compare their ,.
positxon with that ot cent.gnl Canada. Federal policiaa, _ -
they claim, henefit mcmg and Quekec, . a and isipede the ' .
b economie. égvolomenc of the 'Weu:, rux:theme;-e, t.hcy, de not : y
mcc#ve any xgqegnit.fgon of tms pieblem t;hmugh agunlintion
-and xegional econcmic oxpma&qn ‘pbli.gin as the "East" does.
[ The “Eant," ;hcAthm;;.e ;mqwino”, ggmpgxgg ite pgait.ign
: 'fj um; émmz. cmm m the mmz;. R *umr m“ gg z;x;g :

‘
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totem pole, the Maritimes view their position as being "odd
man eut" when it comes to the benefits of Confederation.
This regloﬁal rivalry is most often used .in dlscusslons of
nationai economic policies. National economic pollcles from
 the earliést days, with the National Policy which- integrated
the reglomal economies through to today, have benefitted the
reglons unevenly. Central Canada, a title which emphasizes
not only the central geographic position of Ontario and
Quebec, but also their _position as the hub of Capada's social
and'bSonomlc life, has been seen as the chief beneflciary
*The demand, , by both the "West" and "East)" that thls "unfair"
treatment be arrested has been one of the recurring themes
at federal-prov1n¢1al ponferences
-~ “ Another consequence of the different 1nterests of
the provinces and regions of Canada is found in the various
proposals espoused by the governments to solve the problem
©of regional disparities. The poorer provinces, unable - to
raise sufficlent funds due to their restrictedq tax base,
favour the approach of federal transfers to provincial
governmeqta. The monies flowing into these ,areas via equal~
' ization Qayments special grants, sh red—cost programmes
\\\\Qnd feder%1 economi¢ development polEcies are all acceptable
to them, While they may, at times, complain of the lack.of '
federal consultation with the provincial governments, they
would not oppose any of these means being used to reduce _
: econqmic and social disparities, The rich provinces, on the
‘.other Kand, can -afford to place a higher value on'thé |
,', ~Br;ngip1e of provincial autonomy, and’ sinde they .do mot ‘
benefit from regional policies when “region“ is eqﬂated with
" pFavince, advocate either a sub~provineial, or payments-to- :
ingividuals agproaoh a8 being. the proper sdlutiong to ",.‘ |
ragionnl diagg§ihies,’ Rathex thag Accepting national pro=  too . W
_ grammes through phgred~qost arrangements, chqx would prefer : :‘“’“if?
; tax equivnlqntn or a g;eate: share of the tax: aources. L. 'l?f{g
’ij;'~ N Th@ tgdargl ggygrnmqpt, hhan. nna :ounq;it nqgaﬁaﬁry ;5 H
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" to placate the demands ¢of both the "have" and "have-not" prov-

_inces through a variety of policies and progrémmes - Shared-
cost programmes in the health and welfare services, for
example have been developed to ensure.that a natlonal
minimym standard of essential services will be provided to
¢itizéns in all parts of Canada. These plans usually have ..
an edualization component, from which the poor provinces '
derive additional benefits when measured on a pex capita
basis. A policy of equalization payhents has also been
establlbhed to provide the poorer provincial governments -{ “
with the revenues negessary to meet their comstitutional -
obligations. 'To pacify the richer prov1nces larger shares
of the income tax flelds have .been granted to the provincial .,
_governmeﬁts.

The federal government has alsq attempted to over-’
come regional disparities through 'a s€ries of .specific -
measures. Programmes such as those found in the Department
of Regional Economic Expansion ~— the Area Development
Agency, the Fund for Rural Economic Development, and the
Agricu}tuial Rural Development Act, have been applied on a
gubmprovincial lével. and while the-efforts have cdncentrated E
in the Atiantie ﬁégidn and éastern Quebec, the PrQgr ammes
" have keen expanded to ensure a little for each prOV1nce.;
Even heqe though, one‘flnds that programme succesaa}s to a
great extent. influenced by federal-provincial cooperation. '
' It would be very daubtful if in any political
system fagional economic angd’ sooial differences could be
éntirely eliminated. For example, the varjation in the * ‘
~distribution of natural Zesources among regrons craates T
econdmic imbqlancea whieﬁ leada to, a; '*;giﬁal problem. ,-»' ' M

charthefgaa. ﬁhile differences mAy akwaya'ba present, thﬁ ,’;ﬁikg
eftoxts. Thg prqplqm is, are gx;g;ing poli@iei aqﬂqpate in ‘ .
thﬂ 11§h§ Of the vaxyang integpggg and needs Of the pxqvan o
99‘ ’“ﬂ Fﬁﬂigﬂﬂ Qﬁﬂﬂﬁnﬂd!? Bugagaaxvg ot

‘fv@rhmgnns hnvg :;T"""
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8
"have-not" and "have" provinces. The dissatisfaction of the
provinces with existing programmes is confirmed by studylng
the differing claims and proposals presented by the provin-
cial governments. Moreover, the tolerable limit for dis-~
parities varies frdm province to province.

The different positions which have been voiced by
, the provincés, and the "alliances" betSpen several of the
provinces have become, in rgcent years, almost a tradition.
It would appear that no Sidiie solution, which has been
‘presented up to now, overcomes the problems which have been
raised at federalmprov1n61al tonferences. While one might
argue that the Victoria Charter reflected a consensus, how
its provisjons would be implemented were by no means certain
since rnments were not required to act. The Charter did
not éiv 8 speaific solution and provincial pressures WOuld.
still be necessary to secure federal assistance. What form
this assistance mlght take will' largely depend on both
economxc and politlcal consxderatlons

The arguments-presented by the various governments
are largely economic, since ecanomic d;sparltzes are usually
the topic of; d;scussxon. When governments base their argu-‘
ments on economlc premxses it is difficult to accuse them -,
of basing their reasonxng on strictly political lines. But ,
At 8hould be recognjzed that each. provincial government 1s 2 Cos
also attempting to maximize its polit;cgl position by deliv- » ’
ering better semwices. For example, one justification fre- o
. ‘quently used byt most of the undardevelaped provinces in o
‘requesting federal efforta to rgduge regional imbalances ia = “i,‘f
that the federal tariff, nranaportation And fiacal poiiq;gs | “x‘:,ﬁw
hnve :unposeﬁ ﬁcenqmic hardships on thgu: r'egion, 'I‘hese R
" factors havb peen seen a8, majox 1mped1monta to 1ndividug; "‘Q'V.?i!
; 3391933 a@tai&ing theix !h!re Of gconomig grOWth- Furthexr' L:;,T ‘
X’mzs, t:he 9overqment:a have mpgugd that tnﬁ :
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polltlcrl dlmen31on of these arguments cannot be overlooked.
The guaranteed mipnimum income plan prOposed by
British Columbla and Alberta has been justified by the
argument that equality of opportunity of all Canadians can
only be achieved on the individual level, .not thraqugh pay~-
ments to provincial goverhments. The Prairie provinces and
fBritish'Columbia also demand "fair" treatment -~ the federal
policies should not have an uneven impact on the regions of
Ganada. - Here, one must ask, who‘benefite from these pro-
posals? The wealthy provinces receiye nothing from equal- -
~ ization payments and véﬁy little from'theApresent regional
expansion policies. Their alternatives would result in
federal funds flowing into their provinces. 6ntario, too,
bases her claims on economic terms. Her concern is that
there ought to be a limit to equallzhtlon (aprogramme from
- whjch she receives no benefit) on the grounds that at some
.point, the economies of the paylng provinces will “be
~adversely affected Quebec, concerned with cultural matters,
has benefitted ffbm many of the fedeﬁal programmes,‘and .
despite her provlnclal autonomist penspectlve, accepts the _
!* funds so long as Qney'do not lnterfere with the ability of o ‘
the province te acﬁ in her own best "interests. 'For thj : .
, ’reason she pushedj for optmg-out @vis;ons in shared)xt
/' programmes. By this method, she receiveg f.edera;L f,unsﬂs,‘j
. ; yet wqh able to s& up her own progranunesf N .
‘ f';{ L While th? ned’tiatlona and proposals are couehed } RS
y’%'in ecanonic - terms, poritics gOVerﬂs the &qlutian to regxonal I -
. "@i.sparities.,, N’;.te%xpts td find a s.w.,/.f; ) gre pqlit;tcally %
Pl , motivated,  In addition 49, *ngnrpartisan’ Boonomia amumnts’ i
the gqvemmen;e al o] uge the grgumem; pﬁ natioml unity qa af
;;iJ? jua;iﬁiqation“for gresentxng mn,j'g,opesa;s 9? fedﬁral". |
,ﬂ ,p:qv;ne.tal meet;inﬁ z'ne &saue qf Fé qml ﬂiapamit:ieﬂ “&r




yty may be threatened if the gap between the

‘' national\§
"havei'“ap N"haye nots" is not :educed. It is an emotional’ A
appeal\to a sense of "fair play.' hig same premise 1s : )

(used to justlfy the Western claims that the uneven 1mpact

of federal pollcles be reetlfled o \

| The féederal system presents a dxlemma. The federal1
government cannov sze out dlsparltles with a single stroke ;
of the péo. To do»o wopld place the continuation of the
federal system in. jeOpardy objectiohs would;immediately
arise in Quebec ‘and Ontarlo, and indeed 1n -all provinces.

The sharing of power;s, and pe5p0n31b111t1es between the fed-
‘eral and provinc1a1 governments'hust be respected as must
e Provincial gpvernments. The federal -

x government re$p $1ble to aik\people ofrCanada, must .
~\Wrecogmze the int restq~pf all reglons and as a resul&.must

* v, the autonomy of‘

E"‘ ; compnomlse~between Qonflfqt;pg Lnterests. T v :
_ ‘\ R As - such,  there ﬁ\ no f:,;:ed or, abscﬁut soluthm
o to regloqal dlsparltles agprﬁxlm te ones. Temporary

) soiutions or attempte'd solutions hu\sl segn initiated in
e _response to a number of motlv;\ions ncluglng Bbth the altru~ ..
Share ‘in tt‘}e ?eneral pros—.’ Ca

per;ty of the natxoa and’ polxtica expediency,.iFor eﬁample, h

conyened if the, Trudeau overnment hS: won\more seats in tge@ ’f
| Wesq in the 1972 genenal eleCtion? uld ha 1926 Royal A
Lo Commlss;on on. Marltime Claims have been appoxntgd if" Prime'“”\"

)~h9§d§liqiﬁiQﬁfbg§ﬁ€htsigﬁ_,
| | gg :Lns:g efmqf. unt;i.l 1,957, tzm sa"
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