














. Rﬁapnﬁding to criticism of the low level of Canada's foreign aid cbﬁéfibution,
xtéfﬁal,kffairs Minister Paul Martin unveiléd an expanded program in the Commons

. ﬁ*&ov&ﬁber 14. The announced policy contaifis two significant new features: (1)
low-interest fund, to be initiated next year with a first commitment of $50 million,
and (2) the promise of aid from this fund to Latin America. 1In effect, the plan

also restores the 1962 austerity cut made in Colombo élan aid, which was reduced from

,;; $50 million to $41.5 million. The program, designed to go into effect in the 1964-65

k financial year, was estimated by Mr. Martin to raise Canada's foreign aid expenditures
from the presert figure of $120 million to $180-190 willion. Both sets of figures include
g Export Credit Financing Program, administered by the Department of Trade and Commerce
for the purpose of assisting Canadian exporters.

Twc other developments are of far greater long-run significance than these
recent budgetary measures. First, the Minfster of Industry on October 25 announced a
three-year program, to take effect on November 1, 1963, to promote increased domestic
production and export of motor vehicles and parts. Expanding on a program initiated by
the Diefenbaker government a year earlier, the duty applicable to one dollar of dutiable
imports is to be remitted for each dollar of exported Canadian content of vehicles or
Qts in excess of exports made during the 12 months ending October 31, 1962. Credits
for remission of duties may be earned by vehicle manufacturers directly or thmugh
exports by parts makers.

This measure reflects the opinion of the Canadian government that the Canadian
automobile industry, because it is dominated by subsidiaries of U.S. companies, has not
been sufficiently aggressive in developing Canadian production that would otherwise be
economically feasible and would extend the.Ganadian economic base in the field of.
secondary manufacturing. The adverse Canadian trade balance in autos and auto parts, -
mainly of U.S. origin, amounted to some $500-million in 1962, (a considerable-portion of
the overall trace deficit of $550 million with-the U.S, and in sharp contrast to the small

export surplus Canada enjoyed in transactions with all its trading partners).
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éﬁtgqf $150~200~million is mentioned for the auto-export program, and
.gsgéliﬁédy'some discussion of extending similar arrangements to other commodities
és;ﬁxr:f?ii’ﬁﬂas;ﬁéi}smrer durables and business machines) in which Canadian production also is
lominated by American subsidiaries heavily dependent upon import of componefit patrts.
The lheads of the leading Canadian automobile companies have announced that
v’the:y;willr cooperate in the development of an independent auto-parts industry. The

‘incidental displacement of American production is of considerable concern to U.S.

officials. State Department legal authoriti es do not regard the plan as a breach

of Canada's obligations under the G.A.T.T. The U.S. Treasury, however, must

independently rule on the question of whether or not an export subsidy is involved. 7':
. An adverse ruling would make the imposition of a countervailing duty mandatory.

Fiscal relationships are complicated at this time not only externally, as

between Canada and the U.S., but also internally, as between the Federal Government

and the various Provincial jurisdictions. By virtue both of economic size and cultural

differences, special importance attaches to the problem of working out workable compromis

with the Provirce of Quebec. In late September, Quebec Natural Resources Minister Rene

Levesque annourced that the Provincial Cabinet had agreed on five major goals to be given
top priority during the next five years: (1) establishment of a basic steel industry.
(2) civil service reform; (3) reorganization and improvement of the educational system; |
(b) professional training of competent technicians; and (5) the "rational channelling

of capital through creation of a universal pension fund that would help finance the ;j

provinces' economic strength and terminate what is considered at present an anomalous

situation, viz., French-Canadian owership of a mere 10 per cent of the Province's

economic wealth.
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o ,’iﬁéilsl’ec\ting the Province's strong identification with the issue oflocal
: aufénomygzﬂnébec‘s brief to the Dominion—?rov1nc1a1 Conference that convened in Ottawa |
“on November 26 argued strongly for a reapportionment of fiscal powers along the
‘ffqilowxng lines: (a) the provinces should exercise minimum taxation authority £6

the extent of 25 per cent of personal income taxes, 25 per cent of corporate income

taxes, and 100 per cent of inheritance duties; (b) inheritance duties'should~figure
in the calculation of equalization payments from the Federal Treasury to bring the
per-capita receipts from personal and corporate taxes up to the yield of the wealthiest

province; (c) the entire administration of old-age pensions should be turned over to

;}he provinces, together with the means for their financing; and (d) a permanent
secretariat should be established to maintain continuing liaison between the two
levels of government, together with a permanent council of the provinces. Other
recent speeches by Quebec Cabinet Ministers have stressed the abolition of fedéral-
provincial projects except on a strictly optional ("'contracting in'") basis, the
return to the provinces of complete jurisdiction over municipalities, and the
provinces' cornstitutional priority in social-security matters.

In some of these demands, Quebec can count on the support of certain of

.t‘ne other provinces., Alberta is sympathetic to the Quebec position on social welfare
programs; Saskatchewan and British Columbia to the need for an increase in the
provinces' share of direct taxation; and Manitoba, to the desirability of reassessing
cost-sharing programs. Ontario, while urging a greater provincial sharing in direct
taxation, argues against making any basic change in thé Structure of existing fiscal
arrangements (which run to the end of 1966), against hampering the growth of wealthier
provinces by excessive amounts of federal aid to the poorer provinces, and against

any wholesale abandonment of shared-cost programs.
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1e céﬁtséfof?the conference, Prime Minister Lester Pearson 1nd1cated

jl ‘Government was prepared to have the provinces take over exclusxve
“ for- old-age assistance as well as for pensions to the b11nd and the
‘On November 27, he announcéd the decision to provide the. prov1nces w1th
eased revenues. by ad;usting the formula for equalization payments, thoughlwith-
out any changes in the Dominion-Provincial tax-sharing agreements. The net effect
v;bfithis~revision would be to increase .the revenue available to the provinces~byfan'
timated $200 million in the next fiscal year, of which $72 million would go to

Quebec and $60 million to Ontario,






