THIS TRANSCRIPT HAS MOT BEEN THOROQUG:HLY EXAMINED FOR ACCURACY AND IS,
THEREFORE, AH UNOFFICIAL DOCUMENT.

Standing Conmmitiee on The Alberta Herxitage Savings Trust Fund Act

Tuesday, Ocstober @, 1979
Chairman: Mr. Payne 9 a.m.

MR. CHAIRMAN: Good morning, ladies and gentlemen. I'd like to bring to oxder
this meeting of the Select Comnittee on The Alberta Eeritage Savings Trust
Fund Act.

Perhaps at the outset I could indicate what I'd like to achieve this
moxrning. I hope it's not too ambitious a schedule. We have with us for the
first hour or thereabouts Mr. Hyndnan and lMr. 2édair. I'd like to review the
conzolidated recomnendations arising fron our earlier deliberations: the one
on scholarships drafted by Mr. Sindlinger, the one on public land developnent
drafted by Mr. Steward, and the conscolidated recomnendation on homestend

svelopnent, the comnittee chaired by ©r. Applﬂby Then, if Mrs. Fyfe
appears, I'd like to deal with her reconmmendaticn on grazing reserves that was
held over from our last neeting. Then, tine pe:nxttlng. into the irrigation,
housing, and transportation sections. I sericusly doubt that wve'll be able to
get through those three =sections, but uwe'll take thenm in that orxrder, and
that's the order they appear in in your binders.

So with that indication of our anbitinus objectives for the day, on behalf
of the comnittee I'd like to welcone 'r. Hyndman and Nr. Adair. I don’'t think
any reminder iz necessary that Mr. Hyndman i5 here not in his capacity as
Provincial Treasurer per s5¢ but as Acting Minicter of Econonic Developnent. I
met with Mr. Hyndman very briefly earlier this norning, and he indicated that
he hadn't prepared a prelininary comnent, but would prefer to devote az nuch
time as possible to quastionz that night be directed to him from nenbers of
the committee. With that introductorvy comnent of ny own, I'd like to turn
over the tinme to the nenbers of the committee to question Mr. Hvndman and iMr.
Adair as they szee fit.

MR. R. CLARK: Mr. Chairman, perhaps I night start. Having regard for the
fact, lMr. Hyndnan, that we'd anticipated meeting the full-flown Minister of
Economic Development in our discussions earlierx, I think a ussful place to
start would be to ask you to explain the appointnent of a new Minister of
Econonic D2velopment, having regard for the position Dr. Horner hald and then
the stripping away from that ninistry of the chairmanship of the econonic
planning conaittee and nenberczhip in the cabinet priorities connittes, the
responsibility for northern developrent, PHA, and the ARR.

The reason I ask i1z that it scemed to me that wvhat we had, r
personalitiez, was a package which gave to tho ninizter rozpeon
econonic develogment a very broad scope -- zenacne with at Rl
of boing able to influence at a very senior level the direction as far as
economic diversification is concerned. I've rade the point previously that
without reference to the personalities -- and ihis iz no reflecticn at all on
Mrx. Planche; I want to make that very clear -~ it seens to ne that what has
happened is that we now have a Minisiry of Eceononic Developnent without the

s5 of the

H



-284-

very frank clout that was there under Dr. Horner. I for one wculd find it
extrenely helpful to assess the diverzification comnitrnent if you could give
ne sonre explanation of how thisz new miniztry will be working, in light of the
stripping away of come of the major rezponsibilities.

MR. HYRDMAN: Mr. Chairman, think the question of the parameters of the
portfolio relates to the organization of government, and that eszeontially, or
alaocst totally, is something within the purview of the Premier's decision as

to how the governnment is to be organized in variocus ministries and
responzibilitiez to carxy out its variocus mandates. S0 I have sone difficzulty
in assessing how the queztion of what is contained within the department har
relates to the Heritage Savings Trust Fund and itz review of divercification
and econonic developnaent. I'm confident that it will be carried foruward
effectively. But I think the queztion should botter be posed to either the
Prerier or the new ninister, Mr. Planche, pesrhapz within a couple ©f days when
the Housze opens.

MR. PAHL: Mr. Chairman, I wonder if I night ask the minister -- and this
relates nore to his menberzhip on the investrment committee -- just who advises
the invecinent committez of the Heritage Savingz Trust Fund. Whers are t
sources c¢f advice, in general terms?

MR. HYNDMAN: I guess we're now getting into questions on ny capacity as
Provincial Treasurexr, and . . .

MR. CHAIRMAH: Yes. If I could just re-ernphaszize, Mr. Hyndnman i
Acting Minister of Econonmic Development hat today. I can appre
interest, but . . .
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MR. PAHL: lith rezpect, I thought that n

ight address the question of how we
use thece funds to diversify and strengthen the Alberta econcny. That was the

thrust of the question.

iR. HYNDMAN: I guesc the advice comez fron o number of arecas. As

mentioned lazt year by Mrz. Leitch in

A
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think was

hic appearance before this cemnitte
there iz an investnent advisory connittiee in the Departnent of Trcn:u'y.
comprizing nine people and chaired by the Deputy Provincial Treaszurer. That
15 a unit which provides one source of advice to the conmnittee. As uwell, of
course, each member of the Assenbly provides advice on an ongoing bazsis
throughout the vear. As well as that, the government in respect of all
departnents, but the Department of Treazury az we=ll, receives couniless
reconrnendations fron Albertans all over the province on hou nonevs zhould be
invested. In too many caszes, perhaps, the
noneys should ke spent rathexr than inve

recomnendations relate > hew the

sted, but there ic no shortmzes of
advice fron nany sources. If vour questicn pertains to the iszue ¢f uhether
or noct we have any retained, paid-for, full-tine investnent advizers, ot the

monent vz do not.
MR. PARL: It was general. Thank ycu.

MR. KROTLEY: Mr. Hyndnan, would vou be abl
genersl philozophy cf the Departnent of EZs

o outline to the conmnmities th
ono n £
he heritage trust fund to azhieve diversifi

f h

nic Developnent i
aticn =-=- whether thers vas anv
v it could b2z done?

U o+

pecific asza2ssnent by thut departrent cf
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MR. HYHDM

AN: I guess the inportant thing to realize, firzt, is that the policy
of diverzificaticn iz a governnment policy. One of the venicles by which it
nay be inplenented or carried through uvould be the Heritaze Savingz Trust
Fund. So the De2parinent of Econonic Dzvelcpnent, in its nain thrusts of
building on the bazic azsets the province now has and then tzying tc zeduce
the barriers such as freight ratez, tranzportation, ithings like that, nav uze,

call upon, or have available the Heritage Savingz Trust Fund in its pursuit of
and 1ts reconnendationz to the government in carrying threouzh diversification.
In other words, diversification is one of the clzar goals o hez department --
divercsification in recspect of not only the various industries and
nanufacturing we could have and do have in the province but

alzo balanced
grouth, being diversification and geographically. The heritage fund and the
General Revenue Fund are both vehicles for the inplenentation of that

diversification.

2. NOTLEY: Just purzsuing that, Mr. Minister, has there been any development
of a plan by the department, tentative or otherwisze, for econonic developnent
in the province, where existing governnent departnents would be supplienented
by heritage trust fund investnents? TFor exanmpla, the Albexta Unpox tun*ty
Company has one particular role. But let ne just put the quest ion in general:
was there any econonic cdevelopnent plan?

HYNDMAN: I suppose the basic elements of the plan and the goals
diversification were set forth by the Premier in a cpesech in the Ascenbly in,
I believe, October 1976, wherein he listed the divercification goals of the
province, basically building building on the unique acsets we have in the
province, for exanmple of rescurces. but alzo trying to move towards areas of
developnent where in future we could diversify uhile overconing preblensz such
as high-technolegy areas, res=arch and brain-pcwer industries. Certainly the
Alberta Opportunity Conpany is a key element of diversification funded by the
Alberta Heritage Savings Trust Fund. So that vould be part of it.

MR. KROTLEY: Was any of this comnitted to paper, in termz of a tentative plan?

MR. HYMNDMAN: Because the da2pa
have the Act, which was pass

rtment is a relatively new one, at the ronent we
2d in the spring, and as the months go ahead I
inagine thes new ninister, Mr. Planche, will be fleshing out nore and nore of
the elements as to how the department will work. Over the courze of the first
few nonths, as was traditional uith Dr. Horner -- he indicated a nunbexr of
directions he was taking as catalyst and in rnoving, foxr exanole, with the
Prince Rupert grain facility, as to diverzification. As the Prenmier
originally announcad vhen the department was c=2t up, it will be a catalyst and
a looking for opportunities kind of dapartment.

o

MR. HOTLEY: Could I just follow that up, Mr. Chairman? Hzave any o%ﬂe areas
been identified during the period when Dr. Horner was ninister? srtainly
we'lve heard a good deal of public discuzsion on the transport:tion 1zsue
vou've rentionad, and Prince Runert iz an important one. Dut bayond the

staterment rmade by the FPremier several years ag>, ha

ave any other arcas been
identificd by the depaztment in the last six nen t! s?

B

1R. HYMDMAN: I think one vhich will be dizcuzsad in the Azsenbly this fall in
another vein would be the area of pharmaceuticals. I think that was nenticned
as an @:rea which, with the resourcez of the province, with cuch conmpanles as
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Cherbiomed, though the University of Albertzs, on the horizon, with %
potential of the $300 nmillion mecdical rezearch foundaticn and the pozsib

links between pure asdical research and awplicd razearch in a pharancoeuticanl
way --= that would be an exanple of a higsh-tzchnclagy area that the depar
and the new ninistry would be losking into very clozely.

MR. NOTLEY: I assune the runmors that were circulating around Ontario
weeks back that Alberta's heritage trust fund was going to buy de Ha

it was just unnecessary concern on their part, was it?

MR. HYNDMAN: It was stri

8]

tly a rumor, nothing rore

MR. R. CLARK: Mr. Chairnan, just going back to the sane lin
tir. Notley's been inveolved in. Llast vear befors the comnit
defined diverszification to include geographiz decentrzlizatio
governnent see one of itz najor thrusts in diverzificaticn in t
decentralization that the Prenier talked about at that particul
wac before the comnmittee about a vear agoe, [lr. KHundnan.

MR. HYNDMAN: I think he was referring to balanced grouwth and s=aying that

diversification relates not only to trving to have the p ovince over the next

two decades move irnto industries in manufacturing and developnent other than

what we now have, in tezrns of thes kinds of manufacturin and c¢evelepnent, but
n

-1
alzo to balanced growth =zo that not only ucre the Edmonton and Calgary
netropolitan areaz, the urban areas, healthy, but also t
province were healthy. (0f course, a bazic instrument
the Alberta Opporitunity Conpany, which with its policy haz stinulated th
davelcprnent of many snmaller new businessas in the rursl areas

o

rural areaz o

MR. R. CLARK: So as I understand the governnent's

position, the tuwo thinas the

governnent has done —-- correct me if I'm wrong —-- primarily in the area of
decentralization: one has been the noving of sone governnsnt offices to a
variety of lecations acrozs the province, and second the establishnrent of the
Alberta Cpportunity Company. Is that a fair azsessment?
MR. HYNDMAN: That would be two of a nunber. I think there's ancther aspect to
it: that is, the eztablishing of a renewed clinate of crodibility in the
snaller centres of the province. In previous dezades I think thers has always
been a concern. an exprezsion of opinion by sonz urbanologists, in acadenic
terms, that the move touaxds increazing the large netropelitan arexz and the
dzath of the =naller centres in rural areas waz inevitable and could not be
ztopped; that 1t was gone sort of goal towards uwhich hunan zociety had been
proce=2ding toward since Rome. e said that was false. Ry indicating over the
lact cight or nine years that there were trenerndous opportunitics --
opportunitisc fox life styles, especially fanily life styles -- in the smallex
areas of the provinca, that there were pe2onle with skillzs to put into snall
and niddle-zized nanufacturing planis -—- I think establishing a climate of
crnulbllltv for areas outside the big centres uas part ¢f it as well.

ftany of thz2 governnment policies of nany d2partments in addition to the tuo
you nentieoned have encourag-ad this growth, to the extent uherse everv nonth

1

g N
theres are tens a dozen, or two dozen nzuw annexations by smaller centres of new
Pl
growth for their boundaries —-- sonething uwhich hax never occurred for four
decazdes.
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MR. R. CLARX: Mr. Chairnan, rezisting the copportunity to bacone involved in a
rather partiszan political discussion

. . -

MR. CHAIRMAM: I appreciate that resiztance, Mr. Clark

MR. R. CLARK: Before I totally succunb to that resiztance,

to the ninister zome of the recent population fig
However, lMr. Ministexr, to get back on the tepic of

natter of climate, AOC, and noverent cf governmen

of the government's decentralization progranm. Iz that an accur:

I would point out
3 pexc ewgageg.
this discussion: it's a
f That is the heart
assesscnent?

o

o
+
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MR. HYNDMAM: Mo, I think there are other areas as uell. The establishnent of

sone of the major elements of the new pstrochenical industry -- it can be seer
that in discussion with the various petrochenical companies the location of
the plantz at Joffre, outside Calgary, and to the eact of Ednontcon, rathers
than having a river valley approach, has again resulted in a balanced growth

res
throughout other areas of the province. The I guess general provincial
governnent policy of encouraging outside investnen of working on a planned
phased resource growth and development, has re

in new developments
coning foruarzd inCold Lake in time, and of cour rt Mchlurray, in the
northexn areas.
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MR. R. CLARK: Are there any other things, Mr. Hyndman?
PPR. HYNDMAN: There could well be. Those would be anong the main ones.

FR. R. CLARXK: Other than the noney from the AO0C, vhich comzs froam the heritage
fund, what role has the heritage fund played in thigz?
MR. HYKDMAHN: I think the Agricultural Desvelopnment Corporation, of course
to be another one thers. If you want to look at areas in uhich the heri
fund would be directly involved in diversification, you'd have to say the
Alberta Opportunity Company is one area. The Agricultural Develcopnent

Corporation is of course another ley area in prznoting the develcopnent of
agricultural procezsing throughout the province; there are a nunbsr of success
stories there. Syncrudes, of course, i3 a mnajor diversifiication of the

province, resulting in 2,500 new jobs, and the Sy da equity investment of
the heritage fund is therefore a diversification e
activities of the Alberta Energy Company, wide-ran
province, involving exploration and drilling in Su
part of the province, in the Simpson Timber arsa - e again, tha*'s a
divercification. The heritage fund is involved in the government's 50 psr
cent share of AEC, o that's another aspect of heritage fund diversification
of the econony.

I think the provisioen in an indirect way c¢f what's now $.75 billion for
noneys in the Alberta Home Mortgage Corporation and the Alberts Housing
Corporation has encouraged diversification in the senze that hou:inn i
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integral and neceded part of a diversification progran. The great potential
future for the Alberta 0il Sands Technoleogy and Research Authority, if it
chould hepefully come up with a breakthrouch in rs=spect of the de=eop sands,
could of course lead to uncounted aspects of divsrsification. If the de=p oil
cands, which of course are not-only under the Fort Maliurray area but under the
eace River and a nunber of other areas, can bs found, th ) fication

e
cpinning out froa then, perhaps even from induzitriss using
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sand that comes from them and fronm byproducts -- there are pozszibilities
there. The heritage fund funding of AOSTRA iz of cource very massive.

Under the capital projects divizion, the Farning for the Progran, the
agricultural rezcarch there, 1s clearly diverzification. The irrigation
programs could well lead to lowering cur dependencz cn the large nupber of
Safeway trucks noving up from the southern California ual‘ny:. There are
tremendous opportunities perhaps, if we could uze cone imaginative areas in
providing neu water supply and new farming and vegetable-growing techniques
there. Of cource the reforestation segrent of the capital projects division
holds promicse, because Alberta's foreszt industry iz really just at the
fledgling stage. Ul have opportunitiez to bring in new technology, because we
can buy the new nachinery and equipnent.

So I would say those about eight areas are directly involved in
diversification. Add to that the new corporate debt policy, that as the vears
go by and thers are investrments by the heritage fund which up to but always a
minority portion of new corporate debt -- that could aszist
corpanies that are diversifying in growing faster. I think the Prince Rupert
terninal, which is a potential future heritage fund invesinent, could be shouwn
to be diversification in the saving of some 220 nrillion a vear to Alberta
farners and the results there.

The Premier, in his recent 1ppen_ancn before this connittes, *+a
venture funding, which iz zonmething we're looking at now that
through the Heritage Savings Trust Fund. There azain, such a plan uhen
deviced could well lead to heritage fund venture financing of diversific
industries. So thoze would be a few of the ways in which the heritage fund is
assisting diversification.

existing Alberta

iR. R. CLARX: Just one lazi question, Mr. Chairnan. I have zone difficuliy
undzrstanding how Syncrude, the Cold Lake project, and other projectz like
that are seen az part of diversification, when today clozse to 60 per cent of
the province's revenue cones from non-rancwable rescurces. I guess that
becones the basic differsnce in point cof view. I don't quarrel at all with
the nunber of arsas the ninister nas just outlined. But uhen we talk about
diverszification and say that petrochemical plants, Syncrude, the Alberta
Energy Coapany, and oils sandz research and technolegy progrzan -- I doa't
quarrel with the noney being used for that progran, but to justify that as
diversification, when now clearly 60 per cent of thz revenue of the province
cones from that very area -- I simply find that verv difficult, Mr. Minister,
to see as diversificaticn if you look at diversification fron the standpoint
of broadening the econonic pillars of the province.

PiR. HYNDMAN: I think that argument night have sone validity with respect to
the convsantional eil industry. DBdut if you look at the industrial and
manufacturing szpinoff that occurred in, say, Ednonton and Calgarzy and even
nany snaller centres in the province in the building of the Syncrude plant,
the fabricating, the new tochnology, the induzctries uvhich cane froa other
parts of the ueorld, Canada, and North Anmerica to uvark with Albertans in
building that plant, there is clearly, in mny view, a diversif

¥ icatien of the
Alberta econcnv.

lle can debate that at length. But I think there is no question that if you
lock ot the wide range of ezpecially the skills that are peraznently at the
tar zand: plant and will ke at the Cold Lale Plants, that is a

diverzification. It is cextainly bazed on a potro
petroleun resourze that is not by any neoans di P
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conventional oil resource, with potential reserv
East, if they can ever ke extracted. 50 I rmaintain
the cpinoff and the varicuz industriesz and now indu
created by the Syncrude plant and the multipliier ef
diversification cof cignificantly lazge size in * no
occurred. And that will occuz, I think, with ecvery fu
oil plant.

I"R. R. CLARK: Mr. Chairnan, just one connent xather than a gquesti
liniztexr, from the very people who were lnvol» d in those projzct
tell you that that spinoff iz there as long as we've got a Syncru
Lake, Alsands, Peace River, or Wabasca plant going at all tines. That's the
very question all of us have to aszk ourselves: if we want to becone

that
dependent on oil sands plants under construction all the time. Mr. Yurko used
to talk about two, three, and four at a time. If ue're going that uay, your

definition of diverszification, from people I've spoken to in the industry who
have had a lot to do with the Syncrude fabrication and the skills and zo on
developed there -- that's valid if wes're in a situation of projiects tuo,
three, and four at a tine.

MR. HYNDMAN: That's one of a numbsesr of aspects of diversification, as I say.
t to our renswable

Certainly the diversification occurxzing with respec
resource, particularly agriculture and the future forestry, is equally
nportant.

I think it would be questionable to suggest that there should not be a very
close look at the futurec opportunities of expanding and finding the secret to
an indigenous North American oil supply. Jhen you look at the fact that the
United States is now held hoztage to the itiddle East, and the potentizl of
finding the secret of those dsep sands through AOSTRA, and the zcenaxio in
Morth Anmerican oil supply following that, there's just no quesiion that uwe
should continue it. I think it iz another aspect of diversification. Too
great a relimnce on it would be foolhardy. W2 wouldn't be proczeding in that
way.

Mr. Dradley in the Chair

MR. R. CLARK: No one is saving we shouldn't be involvad in the AGSTRA progranm.
All I'm saving iz, let's not try to sell it as diversification.

MR. HYHNDMAN: I believe it is.

MR. SINDLINGER: I have a series of questions, but another iss
brought out by the conversation just now. With regard to petrochenicals as
diversification, Mr. Hyndman, I understand the petrochenical business is

o
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encouraged for diversification. I understand petrochemicals %
that are cderived from petroleunm products. Yet the petroleun ry
declining baze. Could you explain hou the petrocheonical industry wil
divercifization for the province after the raw naterial source ha

MR. HYHDMAM: I guess wes have to lcok at the latter part of the question, which
is the depletion of the raw nmaterial source. A pestrochenical indusiry can be
bazed either on oil, through naptha, or on natural gas. In this province it's
ezczentinlly a natural gas base. The rate at which dizcoveries have ba2en nade
by the private sector and by the explorers of natural gas and the policies of
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the government and the ERCB in terms of a 30-year rolling supply I
e t

think
suggest that while it iz a finite resource there are prﬂbably few places in
the uworld that have a guarantrce of feedstock for a sophizticated peirocheniczal
industry as has Alberta. If the ewxplorers are providsed with incentives zuch

as they are presunably uzing in the Elrwsrth field and finding new zuppliez of
natural gaz, it would zeen that fc: the ferseeable nunber of decacdzs u=s have
the potential of a guaranteed natural gas feedstock zituantion for
patrochenmical industry,

I would certainly concede, though, that it'=s a finite an
resource, and that if we reach the stage in four, five, cor
there is not going to bes that feedstock, then we will have

o
rezearch 1is providing in terns of such things as coal liquefa d
gazification, which could ha the feedztcock source into the next century.

M. SINDLINGER: Then what you're really saying to me 15 that ws are dcveloping
an industry that again is based on a non-rensuable asze men

at this tinme or in the near future planning a major x

which would identify wsys in which the econony can be dive
inportantly, the role the heritase fund could plav in that div

MR. HYNDMAN: I think that's reallv what the connittes has been doiny in its
deliberations and what the Aszenbly has been doing during the dizcussions
particularly every fall as to the goals of the heritage fund.

MR. SINDLINGER:® This connittee, or the inveztnent committen?
M2 HEYHNDMAN: This conmittee is, I would think, cone.
MR. R. CLARK: lle are?

“R. HYNDMAN: I think the conmmittee haz been reviewing the areas of invesztnent
fron the point of view of reporting on thenm to the Assenbly. In reviewing th
areas of investament, and under the paran c

seens to rme that the comnittee has b
undoubtedly unaninous and others =
or should be invested within itz 1

terz of the heritage fund A
ean suggesting areas -- scone 2
re not -- in which th
egiziation.

(b

heritage fund could

MR. HOTLEY: The province doesn't rezt on our rassearch, though.

MR. HYNDMAN: [Inaudible] the ideas and suggestions of intelligent anate
for which I have a high degree of regard and respect, not particularly t}
recearch therefron. I guess one of the restrictions wiith respect 1o
diversification by the heritage fund 15 the
believes that the private sector should and
for developnent of new initiatives of diverzi
chould provida the financing as well. In nan
this province without the necsczity of an inj
Heritace Savings Trust Fund.

r=,
oy

fact that the governnent strongly
3 apab‘e of providing the encine
fication, and where poszible
Y n
ac

With 8 per cent of the population and roughly 156 per cent of all the
invectnent in Canada, the province hus besen generating initiatives by the
private sesctor through private-sector financing just about at the naxinun
linit. If there are new suggeztionz for diversification for ths fund -- and

£3

w2 certainly welcome then -- I guess we have to get ope

ol
diverzsification zhould b2, I don't think anvons wants
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artificially zupported conpanies that cannot fly in the narket place, zuch az
the shoe factory and bhox factory in Sazkaichewan in the lazt couple of decades

. . .

MR. SINDLINGER: Mr. Chairman, uwuith respect, I feel the ninister 135 getiting off
the question. I have two supplementary questions, if I mav.

First of all, what criteria doss the investnent comnittee use in electing
between alternative projects. For example, 1f the Alberta government uere, as
has been reported., considering investing in Heptune Terminals, vhy weould the
governnent invezt in HNeptune Terninals az oppozed to, say, Terminal X or

Vancouver lharvesz or Roberts Bank? that are the investment criteria?

MR. HYNDMAN: There's never been any zsuggestion that the scituation with regard

to Heptune 1c-n“n110 would involve the heritzge fund. Hor has the situation
with respect to the thre= grain terminalz purchased through the federal
governament -- that is not at the nonment conzidered a heritage fund invesiment.

But the Prince Pupert port facility is.
MR. SINDLIHNGER: lkhat'z the difference bestusen Prince Rupert and Neptune? You
t on for Alberta

e
classify Prince Rupert as an opportunity for diversif
by at respesct?

farners. How would Heptune differ from Prince Rupe

i
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MR. HYNDMAN: With Prince Rupert, its paraneters and objectives fit very well,
I think, uvithin the fund, depending on the financing arrangements which
rezult. Those haven't been finalized. It could £fit parztly into the Alberta
investment division, which of coursz has to vield & return, or the capital
projects division, uwhich does not. But I think the feeling clearly was -- and
I think this was reviewed lazt year as well -- that the savings to Alberta
farmzxsz, the demurrage savings, the faster throughput to a west coast port,
could justify funding by the capital projects division eszeantially in that

Prince Rupert terminal. That has not yet been decided on, the rethod of
financing, but it will cone down the road. The other investments, I think, in
the caze of tho Neptune situaticon -- I have no detailz on that at the nonent,

but it's certainly not zonething conzidered by the Heritage Savings Trust Fund
-- would preceed on other paraneterz.

Mr. Payne in the Cheir
MR. SINDLINGER: Let me ask the question

diversification, what criteria would be u
to project B?

o

gain. In termns of econonic
sed to invezt in proj=ct A as opposad

MR. HYHNDMAN: I suppose first there would be effortsz nade to ensure that the
private sector couldn't carry all the financing., uwheth
equity financing, or guarantees. If that was not
perhaps attenpts would bs nade to pull together a gr o
pecople who could be stiamulated into doing uhatever tha e

if there iz a market for a diverzification enterpriss, and if it will fly in
the connmercial area and in the hard light of the business transaction aor
then the privats cecter will probably do it, becauze the pesople in this
province have the initiative and ability to do it. If, howsver, the
divercification needs perhaps a special booct from the governnent. either
through the heritage fund or naybe the General Revenue Fund, to overcone ocur

natural dizadvantages of not being on tidewates, having a crall narket of 2



nillion people, being 4,000 niles fron

b tz of the northeazt and
California, facing an unfair rx;ight rate <
5 o
7

e

d a tariff zysten that
cauces problens -- if it iz necessary t 2] e
involved there, then ws would perhaps conzider it and raconmnmand it to the
investment comnittee

“. SIKBLINGER: Thank you, Mr. Hyndman. UWhat I vas leading up to next would

be the report you gave us when you first appeared before us. It wazs a report
in response to the 1977 and 1972 heritage comnittee recomnendationz. In that
report you gave the responze of the governnent to the rscommendations nade by
this comnittee.

MR. HYNDMAN: The investnent conmittee respoases.

MR. SINDLINGER: The inveztment connit

tee responses. The reacon I waz asking
what the criteria are for investment between alternative projects waz to gex
some idea of what reasoning the conrnittsze uced in regard to the responses to
the reconmendations of this connitt I ni

ee g¢ht ask you to give ne an idza:® in
your cpinion, of thoze rccon“,ncut'on: nade by the '77 and '78 legizlative
connittees, how nany recommendationz vere rezpoended to positively by the
investnent conmittee?

MR. HYNDMAN: I don't have it here. Without goin o the de
have difficulty in answering that. I think I
hat a significant number -- well over hzlf -- had e

in some form or other, not neceszarily direcily uhat the conn
suggesied but a novement in the area in uhich the cornittee had made
suggestions. Without doing a survey cf each one, I coulda't indicate further
than that. But I think there was a pozxitive responsze., probably to over half
-- clozer to two-thirds.

MR. SINDLINGER: Mr. Chairman, the recason I bring this up iz that
inportant that this connittee know uvhat criteria are u
choosing between invesin cnt projacts
the report subnitted by the Provincia
based in hexe -- I have to acknowledg
the 12 recomnendations for 1977 it sszens
positively to one, rejected nine, and I ¢
no

the heritage fund.
casurer, and jJ

t thiz is not very ob
t the governnent re
ldn't ‘igure cut wha
ad positively to was
brlng ULth hin to th

)

were. The onlv one the governnent re=spon
the rminister ought to decide who he shoul

MR. HYNDMAN: [Inaudible] subjective assessnent.

MR. SINDLINGER: I agree it's subjective, but I think it's important, in light
sone of the comnents vou nade hzre earlier this morning. In rezponse to
. Pahl or zonme=body you indicated . . . He asked, vhere do yvou get your
estrent ﬁdV;Cc Among others, ycou said, you get your advice frea this
ni 2 the governnent has to the

ink we az a conmnittee had better sit

are ucing, <5 that we can give

i¥e to note t

o~

1wat, Mr. Chairman.

MR. DBORSTAD: Lith the recent announcensnt of the million-dollar leans t
buzsinezzes establicshing thedir head of A

e

ficcs in the province of Albsrta,



be the intention of the gc
they cone into thiz provin
t

c .
centres. I realize thut causez some nroblems becaucze of trancportation ratez
and what not. I'n just wondering if vou would be trying <o dirsct then to the
csnaller centres, or whether that . . .

MR. HYNDMAM: Generally not, and in any event that would be a3 matter conpletely
separate from the question of the loan. The invecztrnent in the new corporate
iebt instrument of a conpany would be purely on the basis of the bast return,
and in order to get the best profit for the fund. If the provincial
governnsnt loaned $5 million in ternmz of a $10 nillion n=2uw corporate debt
issue, and there were four other private-cector companiez or pension funds
involved in loaning the balance, that would b2 a strictly econcnic

transaction. It would be from the point of view of debt financing, not from
the point of view of influencing the cperationsz of the company that was either
in Alberta or coming to Alberta, or iis location. That's not to szay that we

night, as we do fron time to time, indicate the benefits and advantages to
private-sector companies neuly coning into the province of noving teo area
outside the two metropolitan areas, although those nust and will remain strong
and viable. They would be two separate situations.

MR. BORSTAD: It would be strictly a businezss deal, then, and not necessarxily
trying to . . .

MR. HYNDMAN: It would certainly not be a condition in any respect. bacause our
conmercial transaction loans -- the objective being to gain a raturn for the
fund and to provide an incone for the fund. That's the xey and essentially
sole criterion.

2. KNAAK: Mr. Chairrman, I wonder if I night be pernitted to make a connent
rather than a questicn. It relates to the earlier discussion bstueen

-
S il .

Clark and Mr. Hyndrman, and I think it's pertinent to the Heritage Savings
Trust Fund and its uses in diversification

MR. CHAIRMAN: Please proceed. HNo one else has felt restrained in making
connents to this point in tine

MR. KNAAX: Thank you. I felt that.

One of the things I wanted to make sure of was that the n
with a misinpression from this connittee. MWe all seen to be ex 3
personal views, and 5o will I. One of the things that's easy to say is, let
the government act in diversifying the econony; what have vou as a government
done in a program way -- uwithout that word’s being vzad -- to diversi
Alberta econonv? Even by spsaking in that way, I think, we leave an
inpression that the government chould institute prograns. I'n alnest left
with the inpression when Mr. Clark t=alks that ve should be promotlng a shoe
factory, as Mr. Hyndman said, or another Bricklin induztry, or ceonmething in
that manner.

fy the

MR. R. CLARK: Or another editoriazl.

M. XKNAAK: Surely, if we're beginning to diversify, it only rakes sense to
beagin diverszification in those axeas where the province cf Alberta has a
natural advantage within the Canadian and international context.

10

1

—

heose areas
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just happen to be natural resocurces, aariculture, petrochenicals, and the
resources of its people -~ as we've called it, & brain type cf induztrv., It
would be foolich to try to diverzify through a government thrust into areasz in
which ws don't have a natural adventag: in Canada.

The other thing I want to leave my own imprezzicn of with the rinizcter -- 1
think 1it's ruch nore inportant to have a neutral ziimules. By that I recan I
don't think you should 5o nuch direct attention to one industry -- althouzh

lthous
that should be deone as well in terms of encrgy -- but a neutral stirnulus as is
happening through tax reductions and through aszsuring that the funds ©f the

trust fund are in the banking system. Thiz kind of neutral ztinulus creates a

i c
clinate in which all businesses come to Alberta and really choose thelir oun
area in which they expand. One of the real dangers I see in thrusiing
governnent prograns on an exiszting econonic structure is that vou may cr
an oversupply in any number of industries. What will in fact happen
exizting businesszmen who have struggled through the hard tires and arxe n
successful will be swanped with newconerz, and you end up with such an
oversupply all the buszinezces are really in a dire financial strait.

The other thing we have to renerber 15 that right ncouw wa'xre really in a
tight labor narket. Everything iz tight. ie're really in a boon area in
Aiberta. At thisz time it wouvld not be appropriate, in ry vieu, for the

govexnment to take very strong initiatives to create a lot nors employnment

through government prograns, when in fact there is alreadwv a shortaas of
almost every skilled trade in Alberta. I think it tales careful assescaent
when the governnent should nove very strongly acain in directions creating an
even tighter labor market. My own impression fron my own constituents’
conmunication is that it's very difficult for small strugzling businesses now
t~ find adezquate labor, and to begin to conmpete with other paris of the
countzry, just becauss of the very tight labor market. 2Anvy nore stinulus at
this tine in the big centres and even in the snaller centres could have sons
difficulties.

I think an important thrust of the trust fund could be -- and although it
hazn't been rmentionzd, I'd be interested in hearing whether this is done —-

senzhow to uze the fund and the budget to act counter-cvclicallv; in otherx
words, when you anticipate no major consirustion taking place, at that point
governnent funding and in tiatives take place again. Se you don't have a

continuouz policy of divercification, and I hopz not diversificatien in
induztries where we don't have a natural advantage. and not at a time uwhen
wa're already overheated.

So juszt to sum up, I think the programs the minister has mentioned,
especially in research, the strengthening ¢f agriculture and petzocheznica
is natural. My fear would be to talk in terms of diversification as if
feasible in other areas wnere w= don't have a natural advantage, and re
end up with a Bricklin, a shoe factory, or a TV factory that just does no
zurvive.

MR. CHAIRMAN: Thank you, Mr. ¥naak. Mr. Hyndnan. buried within Mz
sorewhat p'otr wcted comment there waz an inplied question relate
cvclical strategy. Did you wish to respond to that buried question

MR. APPLEBY: Did vou get it?

t h
nillion in capital that we vere providing during the '79-80 vaar by re:
]

I roz2all rmentioning that in the budget with respect
i n ar
the fact that va vere at a plateau with respect to the big energv prej
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I'm not sure whether the Heritage Savings Truzt Fund should be uced as the
inztrunent of a counter-cyclical progrzn, 1f one vere to bhe involved. I think
probably the General Rezvenue Fund and the budget @z an instrument would be a
better way to do it. BPut it's a useful zuggecstien.

rst question. Although

MR. NOTLEY: I'd like to go back to MNr. Sindlinger'sz firs
T in the caucuz, I do

i

I think thiz nay entirely decstroy Mr. ¥Xnaak's position
rl

agree with a number of the points he's nade

MR. MUSGREAVE: He's already zuszpect.

MR. NOTLEY: The very first queztion, it seens to me, is crucial; that is, has
there been an inventory, if you like, by the lCezpartment of Econonic
Develeopnent of what is possible in the province? DBecaussz ws've had a nunber
of statements nade by pUblLC leaders over the past zesven or eight vears. Was
any research project undertaken in the last =ix nonths to flesh out what has
been discussed publicly by nany of us at different timez?

MR. HYMDMAN: I inngine it's an ongoing procesz, in
departnent, and I guess the governnsnt,

the sense that the
5 constantly trying to identify those
areas which have potential pronise in, < 1 technology areas for the
province of Alberta. HNow I gue <that liz

s will shift back and forth,
depending on what the opportunities ar
Tage

14
i
[N
. There are obviouzsly some things,

e
because of our natural dizadvantages, that we would neot be pursuing. But in
the areas of high technology, pharmaceuticals. brain-pcower indusziries relating
to research parks -- all those plus a host of others would be the prime

' ne into his

targets for diversificaticn. I
portfolio we'll find nmore details

as Mr. Planchz roves
ove along.

s ]

MR. NOTLEY: But I think Mr. Sindlinger asked has there been in the last six

or seven nonthz, zince this departnment was establiszhed, any comnitment to
launch a full-scale inventory, if you like, of what could be done?
MR. HYHNDMAN: Ho, I don't think in a formal way that has been done. +hink

it's an integral part of the depariment and as new personnzl conme into the
department. Fron the advertizenents the comnittee has undoubtedly seen, vou
can have sone idea of the capabilities that ars being looked for, peopie who
can give advice in the financial area and in various other nanufacturing
areas. But I would think it may be sone weeks vet before one could tell
whether or not zuch an assessnesnt is carried forward. But to my knowlsdge, no
such formal lizt or inventory cxists at the roasnt, although the werk in those
areas goes on on a continuous basis.

4]

MR. HOTLEY: I'd just like to vursue thiz business of the so-called neutral
stinulus. I really wonder to whalt extent we're in a position to even cay
there will bs a neutral stimulus unless we've done
Let's just take tuwo areas, for exanple: the divorzity vou've suggested would
cone to the econony if we go ahcad with Cold Lake and Alcands on one hand, and
agricultural procescsing on the othexr -- two arcas of presumably natural
advantage.

o

pretty careful inventory.

Yot if anything came ocut of the Svncrude project, it was that the inpact of
the Syncorude project, of that kind of vazt capital cornitnent, spills over
into cvefythlng elzse, and that the perzon who iz <ryving to build an
agricultural procezsing plant that is designed for ¢.75 millicon suddenly find
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that's $1.5 million. I guesz the point I want to question you on iz to what
extent is the departnent in a position to look at where the trade-cffz have to
be nade.

MR. HYKDMAM: I think it wuuld be in a position to give advice on that to the
governnent, in concert with the other departments. 0On the point of the extra
cozt® you suggested perhaps Syncrudes stirulate a large dagree of inflation.
But in fact the inflation rate in thiz province has either been equal to or
slightly lezs than the national average over the lazt five or six years.
There is no question those kinds of projects call upon any services and create
a high demand. So the:c iz always the potential there for higher inflation.

But I think the department in this sense would have to work very closely
with all the other n;nxatrles and with the statistical information and
projections available to it in ascessing where the areas of real pronise and
potential would be and naking sure enphazis iz put on those, that we build on
our natural ztrengths and not try to work in artificial areas.

MR, HOTLEY: I don't quarrel with that. I don't want a shoe factory or a
Bricklin or a Clairtone or what have you in Alberta. But I think the question
really isz: if we're going ahead with what could be three nmajer projects over a
relatively short period of tine, albeit not all peaking at the same tine but
all at one stags or anothcr, the concern I have is the inpact that will have
on the renewable resource zection of the economy. I don't think, Mr.
Minister, there's nuch doubt about it. You can't invest $5 billion cr $6
billion in one corner of this province and not have a pretty profound effect
on the cost of materials, nanpower, supplies, uhat have you.

MR. HYHDMAN: Well, I cextainly wouldn't want to have a severe setback dealt to
the renewable rezource induztries, such as agriculture and forestry, by reason
of progress being done on, say, large energy projects. The trick would be to
balance and to try to ensure a reasonable availability of talent and skills
and money for the growth in all thosze sectors.

MR. NOTLEY: I just have two cother questions. tr. Chairman. Last winter the
Deputy Premicr announced =z freight rate grouping project (inaudible) quite
useful in the province, and brought down freight rates for sone shippers. But
that uas not avplied to the NAR, uwhich is ocuned by boih the CHR and the CPR.
Now if the arrangement had bzen mad: with these tuo railroads separately, I've
always been mystified az to why it was net applied to the KAR. In txving to
contact that railroad I wasn't able to discover anv reason. That does relate
to diversification.

MR. SINDLIKGER: Mr. Chairman, I'm not sure how this is perxtinent to the
heritage fund. Perhaps Mr. Hotley night explain it.

MR. NOTLEY: Sorry. It relatec to the question of diversification. It was cne
of the initiatives of the Deputy Premier. Bub if there is a problen with
other members with that question, fine. But I an interested in why that
wasn't done.

MR. HYHDMAN: Frankly, I den't know, Mr. Chairman, but I'1l trv te find out and
provide the comnittee with the information.
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MR. NOTLEY: The other quazticn, Mr. Chairman, iz: what role doez the
Department of Econonic Developnent have in looking at the nower reguircnents
of tha province in order to neet diversificatiszn and econonic developnzni.

One of the reccamendatiens, I believe f{roa itr. LDorstad, we're going to have to
look at a little later on i3 poszible inveztment fronm the heritzge truzt fund
in ensrgy or power related projects. ias there been any role by the
departnent in the last six rmonths in szitting down with the minizter of
utilitiez and saying, all right, we'rs going to have X increase in our needs
and perhaps are prepared to look at inveztment from tha trust fund?

MR. HYNDMAM: Well, there are and will continuszs to be expanded close links
betuweeon Utilities and Telephones Despartnent and Econcmic Desveleopnent, because,
clearly, econonic developnent and diverzification imply the use of all forms
of power, electrical and natural gaz and every kind. So there's a cloze
working together relationzhip in the plarning of that. With the figures
indicating that the rates of growth, the rates of denmand for e

g

now and in thes next, say, d=cade or two are geing to be very, very high -- and
therefore the capital costs very, very high -- that has to b= an integr-al part
£ the planning ©of econenic developnent. You can't have developnent going
ahead of the energy supply. The on stream tim2s now I gather ars six to nine
vears for large plants. 5o you have to do sone projections with vyour econoaic
planning to ensure they nezh with the power for vhatever d=velcpaenis axe
contenplated.

MR. SINDLINGER: Mr. Minister, in regaxrxd to the Prince Ruperi project. the $100
nillion d=velopnent there, it's ny undzrstanding that the rail bad fron Prince
C:orge to Prince Rupext is 100-pound steel only, as opposed to 130-pound steel

S N 1

which would carxy 100-ton hopper cars. lith the steel that existis today,
hopper cars could carry only about 70 tons over that line. Are thsre uny
discusziens ox planz to uze heritage funds to assist in the upgrading of that
line ints Prince Rupert, so these largs cars could be most effici

utilized?

MR. HYNDMAN: Hot to use the heritage fund. There have been dizcuszions with
the railway over the last number of nonths My understanding i: that th

Canadian Hational has indicatad that elther now ©r, iln any ev
opening of the new Prince Rupert facility they will be upgrad
for the heavier strength rail and road bed necessary for tha n

MR. SINDLINGER: Could you give me an oxdsr o
required for the upgrading?

nagnitude for the investnent

rh

MR. HYNDMAN: I don't know uhat that would be, but I'1l find out through the
CHR uhat they contermplate that would be. But you're right that upgrading has
to occur -- certainly larger, stronger rails and probably road bed as vell.
I'11 get back to the connittes on that.

MR. R. CLAEK: lir. Chairman, just two arecas. Mr. Minister, hou -- let ne put
it thic way. When we talk about the brain powsr industries, and the
governnent has now set this up az one of the areas they feel Alberta can nove
ahead in. What kind of co-ordination do we have? It secems to ne if that is
the governncent's view, that zonme three or four years ago ws siould have bae
looking at cur vuvniversities and graduate and undergraduate proc

started to beef those things up thers. Mr. Minister, I ask the quests
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it relates to my firzt comnent that the minister, iIikely properly zo,

indicated shcould be something to be dizcuzssed with the Prenier wnd not the
ninister, about really the hich profils of the rinister in Econoni
Develepnent. It zeens to rme, i1f we lezk at this bLrain peower indJ

z ) ztry 1t'z an
exanple of a nued for co~-cxdinaticon ar! that zeomeone has 4o havs the abilitv
within the overall governnment to keep their eye con the bull az far ns longsr

i

range priorities are concerned. HNow the government has now dec
pouwzsr induztry is the in thing.

MR. HYHDMAN: Cne of then.

MR. R. CLARK: Okay, cne of the in thingz. All one has to do is look at the
nunber cf students who are taking part in postsccondary education in Alberta.
As the chairnan of the Alberta Research Council has told us and people at the
university have told ne, you know, our zituation 1sn’t that good in
conparizon; we kind of rank uith Hzwfoundland, I bhazlieve i3z the moszt recent
conparison. It seenz to me, lMr. Minister, that if we're going to do thezs
kinds of things, there has to bz some planning done ahzad of tine so we have
the thing in gear uwhen we nake these kinds of decizionz. I use the brain

ower industrxy az a pretty glaring exanple, in ny deﬂw nt, of where this has
beconz one of the in things but none of the background vork has besn done to
get the governmental apparatus in position. I se2 that as one of the vary

r

najor responsibilities of thiz Dezpartrment of Eceononic Developront
sinply not being done to date. How iz that handled, Mr. Acti

=

MR. HYNDMAM: I wouldn't agree it hasn't been done, becauce any devised
clicies with recpect to econonic developnent have to relate very clozely to
hat'z happening with Mr. Horsnan's area in Advanced Edusation and Manpower
and the present and predicted arxeas of graduated enpertise fron colleges,

c

3

jof

I

technical schools, and universitiesz. So that's basic.

For esxample, in thearea of the nzodical research foundation, it's guite clear
that while we have sonc very capable and excellent expertise in medical
rececarcn available in the province, on2 of the goals of the nedical recearch
foundation will be to entice people fron all over the world to con=. That, I
think, 15 recognized as well: that in addition to using your indicsosnous brain
pouer, we're going to want to entice to Albertin thoze with other skills to
offer. ’

Clearly there has to be co-ordination and a meshing with the education
sycten. But with the potential succesz, for exanmple, of Chenbioned, that
indicates that the university., in that case the University of Albarta, can be
a place where a brain powsr industry can develop in the private sector uway
fron an educational institution, with government as a catalyst.

But I'n confident Mr. Planche will be uzing that kind of approach and
providing that kind of leaderchip.

R. R. CLARK: Mx. Chairman, just onz connent before I aszk the next queztion.
Mr. Minister, the kind of situation w2 find ocurselves in is the loan that went
to eithzr Nova Scotia or MHew Erunsuick was use to upgrade their nedical
recearch facilities and are now attracting people from Alberta doun therxa.
That's the loan *hat province got fronm the Heritage Savings Trust Fund. vhich
ccens to spell out the point that no one seens to be clearly en top of the
overnll picture that'z being daveloped.
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MR, HYNDMAMN: Uell, ycu're suggesting that there should be a policy wherehy
loans to other provinces underxr the Can nt d

nade within certain fixed paraneters,
not b2 uzed in areaz A, B, C, D, E., r, an

i
G, bocaus
they'd be cauczing preblens hexe. I deon! k !

t think wvou
divisien if you did that, because norne of the other provinces uwould want to
borrcw money -=- certainly at any interzezt
restrictions on the use. The Canuadian governnocnt doezn't zell Canada bonds on
the basis that they onlv bz used for certain areas. I think we'd really have
to say goodbye to the Canada investrment division if we wanted to do ‘that. Our
policy quite clearly is that once thoze roneys go to either a Crown
corporation guaranteed by governnent or the governrent, they are then for
thelir own uce within their general revenue fund or other purpose they'd want
to have. Otherwize I don't think you'd have a Canada investrment division --
at least you'd have one, but vou wouldn't have any nconeys lent from it.

(1
(8]

rate -- with those kinds of

t+ O

MR. R. CLARK: Might I just say this, Mr. Minizter. I'm not saying that we
tell the provincess what to do with the nonsy that's lent from Alberta. But it
does ceen to me rather foolish when noney ws lend to another province is used
to attract Albertans to that province, uvhen in fact
going to cpesnding sone %300 million in ever the next
Mr. Chairnmnan, the other question I want to azk i

it's an area where uwe're
10 vears.

is: when the governnent
acquired PWA -- and I ask thiz question because Dr. Horner responded to this
last year uvhen he waz minister rezsponsible for PUHA, zo I assume the sane
question can be azked here -- it was going to be uced prinarily for two
things. One vas for econecmic diverzification in using PUA freichters to get
Alberta agricultural products into the narkets of the world. I'd be
interested in a progress report on hou cuccezsful we've been there. Have we
bought zome nore freighters, because w2 zold the former ones off.

Sscondly, vhat progress are we making in getting direct PHA flights to
Whit=horse and Alaska?

MR. HYNDMAN: I'm not up to date on thoze tuo mattersz. I'll take the quesztien
as notice and provide the comnittee with infornation.

MRS. FYFE: Mr. Hyndman, I wonder if ycu could cenment on an exanple such as
the capital projects division grazing reserves develepnent which expended les
than 50 per cent of the appropriation allozated to it. I ask this question i
terns of I hate to think that this fund would bescone =z so-called slush fund,
where anounts are available without concern for proper budgeting. When I
asked this question of the minister, the explanaticon was given that it was
very difficult to forecast due to weather and climatic conditions in one

5
n

-
at nore of a five-vear forecast or is cne year a practical budget texra that we
should be lcoking at?

season. I wondexr if thare has baen thought fron vour depaztnment as to looking

MR. HYHDMAN: I think in fact it's a good cig
reports there are, in many casez, unexpendzd ancunts
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rather than purzuing a policy of trving t
fiscal yeaxr, the wvarious entities implenent
nmuch asz they can. Part of the reasen for th ) t
many cases. becnuse we're noving into nsu areaz that w
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grans are only deing acs
differing is that 1

= not noraally be
done and are cnly being done bocauze theore's a heritage fund capital projects
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divizioen, it'z very difficult to predict how nuch can be acceonplizhed and what

-~



-300-

moneys will be zpent. The objective iz to try to spend them wisely and not
simply throw dollars at the problens.

So I think there are going to continue to be variances bet
spent and the amounts voted, prebably even on a cne-veur proj S
a five-vear bhazis it nay be, in nost cazes, verv difficult ¢ 3 W
that uwsuld be. But I think internal estinatzs nay be all we can do. 1
very difficult to predict eithexr revenuszs or expenditures over a

MRS. FYFE: So you have not at thiz peint been encouraging the varicus prograns
to loock at a five-year program or whatever term rather than juszt the 12
months.

MR. HYNDMAN: Ecch one is involved in a program that in many cases involves
nore than one year. I think the grazing reserve program uvas two, three, or
four years, and had a planned, phased cperation and would be reviewed in four
years, as was I think the farming for the future program. Others are in sone
cases one year. The Health Sciences Centre, for exanple, will end when it's
built.

So each one varies, and internally I think there's a plan to nove doun the
path of either one, two, three, or four yvears. But nunbers are going to be
hard to predict.

MRS. FYFE: One further question, Mr. Chairrnan, that relates to the applied
health research. Once again, the amounts expended, pariticularly in heart

research, were considerably lecwer than thoze appropriated. How would vou feel
that that category would be affected by the new redical research poogra
!lare we not able to spend that anount of funds? \llere the scientists not in
Alberta to carry out the research? There aluays seens o be the cry

don't have enough moneys available, yet we haven't zper

5]

-
.

<
t what's appzopriat

FMR. HYNDMAN: I think it's going to be an area uhere wa're going teo have to
mech them together very carefully. The Calgary projects of the capital
projects division, for exanple, will require sons very careful phazing c¢f how
ez. I guezz it's the sanz in ned h

ical science az nost others, b
t solve problems by cinply throwing nonecy at them. AlL you can <
eztinate as best vou can in terns of uhat i )
a breakthrough, yvou mnay suddenly need
actually voted. I think the way rezearch iz do
go by at a very low level of cos £

So I think it's an arsa that is ic e, researchers uwill tell you.
All w= have to do iz try to give very nuch a ballpark estinate and then
have the roneys available when and if there's a poitential breakthrough needed
that will require larger funds.

@
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MRS. FYFE: That's why there 1s such

disparity in the figures -- that we
appropriating more azsuring the bx

reakthrough?

‘\

MR. HYNDMAK: No, I think what we've dons is in effect secured from those
people who are operating progranz their best estinate of what would be needed
in a given year. But even they know that they can't predict how nuch that
will be. The fundz are not paid ocut on the bazis that they should b2 zpant in
any event before the end of the fizcal year.
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So there are inevitably going 1o be in all ar=az, but prooably ezpecially in
the health reosecarch area, variances betueen wh iz actually voted and what iz

actually =zpent.

MRS. FYFE: Well I would agree that thers are likely to be variances, but I
think theze are very large variznces.

ltould the applied heulth resezrch fund ke zwallowed up by the nedical
research foundation, or vould there =£till be a separate category in
vears?

MR. HYNDMAN: At the rmonment it would continue to be a zeparate category,
because we have different obj activez. We can debate where the difference is
when we proceed with the debate on the madical foundaticn in not too nany

uceks.

MR. CHAIRMAN: Before acknowledging supplenmentariesz from Mr. Sindlinger, Mr.
Clark, and Mr. Bradley, I uwould like to renind nenbers of the comnittee that I
did undertake to both Mr. Adair and Mrz. Hyndnin that wve would try to confine
ourselves to an hour., or thereabsosuts, becauze of other confliztz they had

today. Mr. Sindlinger.

MR. SINDLINGER: Mr. Hyndnan, the last quecstion ha
rind in regard to planning. Is any loag-ternm pl

investnent, =say over five years or longer, as ¢

from year to year?

= o
aning being dorne for the fund
v

2. HYNDMAN: The investnents themzelves vary in terns of their naturities fronm

310 days up to about 15 or 20 years. I think some of them go that far. But in
terns of the planning with respect to future noneys available for investnent,
it's very difficult to do that. For ezxample, at the momesnt there are as you
know ongoing negotiations with reczcpect to the prices of nonrenewable
resources, 30 per cent of which will daternine the size of *the fund. So it's
difficult, except within very big paraneters, to project vhat moneys uould be
available in future vy=ars.

MR. SINDLINGER: Just cne further cupplenentary, then. Frean the
followed my initial questicn about studies or razsearch be X
seem to have the impression we're referring to thingzs in t st. Arxe there
any plans for studies to be undertaken in the necar future egard to the
dizbursenent of funds, investments or expenditures, on a long-tern.,
coordinated basis?

omnents that
=2

e
J 0w
ge]

1MR. HYNDMAN: There are ongoing studies as to, for exanple., the meri
investing in varicus various kinds of fixed-inconme sscurities, what will
happen to the world, North Anmerican, Canadian, and Alberta eccnecnies over the
yvecarz ahead. what has been the track record of these various pessible
investnants. For exanple there's not nuch going on as to whether gold is an
investment of the Heritzge Savings Trust Fund, because quite ebviously it
would not be showing the I think necessary faith ian the Canadian dollar by
invezting in gold. HNow in a normal, straight, clean invesinsnt decizion one
would look at gold and uvhat to do in investing in it.

Sinilarly, there wouldn't be a policy aszsessment nade that vould involve the
Heritage Savings Trust Fund buying large awounts of real estate in Alberta.
That might b=, by some ascezsnants, a good leng-tern investmant, but I don't

= Leal
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think we want to run the dunger of reinventing the feudal syztem in thiz
province, which would result if large amounts of heritage fund noney uers
buying land. But in the area where thes heritage fund iz now investing and in
the potential area of venture funding that we're looking at, studies are
cngeing; possibly even eqguity areas, although thoze will ke linited by recasz
of the philosophical paransters the Premier explored.

MR. SINDLINGER:In terms of long-tsrnm dicbursensnt, I wsuld suppoze that the

objectivesz given in Section 6, that is, "long-tern econconmic or zocial bensfits
. . . to strengthen and diverzify the econouny® uould give direction to the use
of the fund over the long tern. Iz there any intention at this tine to change

the objectives of the fund that would reszult in a change of direction?

MR. HYNDMAM: I guess the pa
and it nay be, depending

raneters of the fund are constantly undexr review,
n the rate of the fund's growth or itz nix, that in
future years there could bz other investrents made. At the ronent, sone of
the potential set within the 4ct haz not been acted on in terns of investnent,
but if it appears that the arounts of menzy in the fund would greow, say, at a
faster than normal rate, it nay well bz advisable to losk at options, such acz
othexr investrent areas perhaps. It wouldn't have the parameters in the

resent divisions. So I think that has always to remain open. It could be

0
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that there would be even other divisicns reconnmended in the future. I'n
kceping that under constant review.

MR. R. CLARK: Just ons shoxt question to the niniste lhat iz the
governnent's policy in the pricing of natural gas ior uze in the chznical
industry in Albexta and for use by prozpective now industries that the
governnent hopes to attract to the province? I ask the question in light of
the conments nade by the ninister that the government was prepared tec nake use
of louw-price feedstocl to attract industry to Alberta.

MR. HYHDMAM: I didn't mention low pric
supnly. I think in nany cazes aroun r
either oil or natural gas is nozxz inpc:t:nt i.

h

o
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courcze over the lazt few years., theses petrochenical plants have beeon develooad
on the basis of their own private-szector via
continue that way. Hcwever, I certainly wou
respect to a future policy that could involve natural gas perhaps being nuds:
available at a rate to Alberta petrochenical plants better than the comnerci
rate.

It seens to me that if we do have a unique uvorld asset in natural gas, if
that could be vzed 1o fuel projects that involve basic diversification, neuw
jobs, better jobs, an econony that will stay viable and stable, navbs ue
should conzider that option at some stage. I wouldn't say that would never b=
an cption.

MR. R. CLARX: But the present policy tcday is that the gaz should be sold at
the going rates.

MR. HYHDMAN: Under what is it, a billion cubic feet per vyvear, the natur
protection plan would kick in, so that would be the only exzeption to that
statenent. At the noment that iz the policy.
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MR. BRADLEY: Mr. Chairnman, a comment and I guezs
about econonic diverzification in terrzs of the zgri
petrechenical induztry, and sone of the nenrenewabl
have a strong fe=ling that touriszn, wvhich is prezen
industry in the province, 1is an area ues could
diverzification uzing Alberta iHeritage Saving s
in the area of infrastructure, perhanz, roads for tourizn,
destination areas throughout the province

I'm thinking that we have a lot of natural beauty and attractions that ara
either inaccessible or haven't been developed bzcause the private sector could
not develop them. In my own cecnstituency, I'n thinking of sone cavesz that ar
the second largest and sccond deepect in Morth Anerica, which I don't bealieve
the private zector could develop, but an inveszinent bv the fund, in terns of
putting in the infrastructure, roads, and access and then perhaps leazing then
back to the private zector for operation is sonething we could consider.

I'n also thinking of the Grande Cachs area. Ule just had a ctudy cone doun
there identifying sonme things that could be dons. lould the government
consider that tvpe of inveztnent in t

o
~
2

tourizn-related facilitiesz,
infrastructure, or creating destination areas a3 a propar invesinent for the
fund?

MR. HYNDMAH: There is already investment throuch the Alberta Cpportunity
Conpany in nany aspects of the tourist industrzy. Maybe Mr. Adair would
comnent on that.

MR. ADAIR: I would like the opportuniiy to speak to that. That cextainly i
one area uvhere uws're looking at naking a prezsentation to the Hzaritage Savin
Truzt Fund cennmittee, relative to the kindz of things you spoks about, M
Bradley, particularly decztination areas. That nust happen, though, only
the cooperation of and at the request of the private sector, the industxy
itzelf. One of the things we have been doing up until this peint has been
working with them to identify those areas that could lead to future
developnant of tourist destination points in the province of Albesrta. 1
should naybe add another qualifier: those are areas other than, but also
including, the eastern slopes of the Canadian Rockies.

ty

MR. CHAIRMAN: There apparently being no more supplementaries of Mr. Adair or

Mr. Hyndman, on bshalf of the commnittee I'd like to thank both rinisters for

being with us this morning. Might I suggest, Mr. Hyndman, vou have taken tuo
or three questions asz notice; perhaps your responses could be directed to the
comnittee through my office. 1'd appreciate that. Would the conaittee like

to have a 10-minute break at thiz tine?

HON. MEMBERS: Agreed.
MR. CHAIRMAN: At 10:30 we'll reconven=

MR. CHAIRMAN: Perhaps we could come to order, ladies and gentl=nen. You
chould have oeforn vou redraftz of consolidations of several reconnmendations.
They are: the consolidated scholarzhis rzcomnendation =- and I believe Nr.

Sas

Sindlinger is the author of the editicn you have in front of vou; secondly, we

havc Mr. Stewart's redraft of his recomnendation related to public land
evalopnent; thirdly, we have the conso lidn;ed homestecad dsveleonant

<

rccommcnoatxon » which I believe was drafted by Frank Appleby in concert with

Y
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the three mermbers of the committee who had subnitted homeztead-related
reconmendations.

Let's take them in that crder. 1 aszsune uwe don't reguira
dizcuszion, because eazh haz been thoroughly discunzed in
Perhaps 1 could invite ir. Sindlinger make a cornent juzt
nenories, if such refreshment iz needed.

MR. SINDLINGER: Mr. Chairman, what you have b

aefore you iz the conzolidation of
two recon“_ndﬁtions for zcholarzhips and the Heritage Fund. There vas a
fourth recommendation discussed at our lazt meeting, but that waz d:opped by
consensus. I think thiz ztands for itszelf the way it is.

MR. CHAIRPMAN: Would conmnittee members care to read it now to rea

csure
thenselves it does reflect the conszenzus we reached last week? There i3 a
redezt tvpographical error in cection a. "achiebenents.”™ And I presume in

section ¢ we need a plural, "for provision of graduate zcholarszhips.”
Agreenent?

HON. MEMSERS: Agreed.

2. CHAIRMAN: Thank you. Moving to Mr. Steuart's. Mr. Steuwart, do you wich
to comment on the redraft?

MR. STEWART: I think that most ¢f the prelininariez that were exprezsed have
been deleted and what I have left here are the bare bones of the
recomnendation. Whether it's satiszfactory to the connittee or not, I'n
interested in your connents.

MR. CHAIRMAN: It's brief encugh. UWhy don't I just read it out:
RECOMMEND that a program of land reclanation be irmpl

enented
on grazing leases and land on the fringe of present develeoped land to
increaczse the production capabilities of livestoszk in theze areaz. This
zhould be a long-range progream to enables cur industry to raintain its

share of the Canadian narket.

MR. R. CLARK: I just have one snall preblen; that iz with the matteor of the
share in the Canadian narket. 1I'm not too sure we want to maintzain that, that
sone time down the road we don't want to increaze our share of the Canadian
narket. But it isn't a major difference in ny view. I think we should be
striving for a larger share of the Canadian narket, frankly.

MR. CHAIRMAN: llould vou he satisfied to have that qualification in the minutes
and in the transcript?

MR. R. CLARK: Sure, that's fair ball.

1R. CHAIRMAN: Agrecement then on Mr. Stewart's redraft?

HON. MEMBERS: Agreed.

FR. CHAIRMAN: Than} vou. Thirdly, Mr. Appleby haz been called elzavhere.

Perhaps I couvld read his recommendation and then invite any c¢f the nanbesrcs o
that comnitice to conment

n

The Stznding Committee on the Heritage
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Savings Trust Fund reaffirms its 15377 and 1973 reconmendations that
there be an intenzified program of opening up neu honestead agriculiural
land for farnersz, through provicien of sufficiesnt services, including
infrastruciure.

Further, the Comnittee rocomnends to the Investment Connmittee that
whatever steps are necessary to inplement this recomnandation be

taken.
Would dr. Clark or Mr. Notley care to connent? I b
related reconmendations that went into this cc

MR. R. CLARK: Really, I think what we're doing here, Mr. Chairman, is saying
to the governnment: look, we've nade this reconnendation for two years; we're
naking it again; we reaffirzm the '77 znd '73 racommendationz. In the second
paragraph we're sayving, take unatever siteps are necessaxy to get this done.

MR. CHAIRMAN: The Chair certainly haz no problen. Mr. Knaak?

MR. XNHAAK: T just have a question. Thisz land uwe're talking about -- who ouns
the land we're opening up?

MR. HOTLEY: Crown land.

MR. KNAAX: Crown land, and we give it to then?
MR. KOTLEY: Ho,» no.

MR. R. CLARK: They buy it.

MR. NOTLEY: Ue don't make any .

MR. R. CLARK: Gifts.

MR. KOTLEY: le don't make any decicion on that question. That's another iten,
another natter, I suppose. In termz ¢f thiz particular .

MR. KHAAK: If this proposal iz just to make land accessible

MR. NOTLEY: Really three things are being said here: one, we've already nade
this receommendation tuwo times in a row and nothing has been done, so we'zxe
reaffirmning it; secondly, we recogniz= that if you're going to open up
honestead land, even for homestead sale, we have to preovide infrastructure.

In other words, you have to have rozads, people have kids., we have to run
school buses. You can't just have =o cdy out in the bush 20 miles away. So
the infrastructure has to go along with it. Thixdly, we're saying to the
governnent that the priority has to b2 increased on this particular matter and
that 1t'c going to involve the Public Lands branch, but also coordination with
other branches of government. So really three things are being said.

aeb

a

MR. KHAAK: I'm just wondering if part of the problem isn't an anbiguity. I'd
certainly support it if someons caid: "nake fazm land available at market
price.” Market price wouldn't be verw high there. But sonchow explain it's a
cooxdinated program betwszen naking farnland available for sale by the
governnent, including the provision cf infrastructur

3]
purchaze. I know it'z not nuch usce sitting ocut in th of nouhers with

o
B
Jae
.
o5
—
o



~-306-

no roads. If that'zs the intent. Just like that, I don't know whether it's
sufficient.

MR. STEMART: I think we have to recognize the limited area this progran would
apply to and the fact that the homestead program as we understand it only
applies to isclated pockets of land in the northern part ¢f the province that
have agricultural capabilities. It would net @pply in a very large area.

The problem ariszes that this progranm has been brought buck a third tirme now,
and thexe hasn't been any significant increaze in the acceleration <f the
progran. The people living in or adjacent to the area vho would take
advantage of it are pretiy fruztrated zbout it. I think here we're only
reenphazizing that that particular program hasn't had any additional manpower
put there. That seems to be the bottleneck, the approvel
holding it up. It reflecis only on a very srall axea in
thiz program would apply to.

vsten that's
he provinze that

M

fa s

MRS. FYFE: I have some difficulty with this recommendation. I think in its
open-endedness, as far as the intenzity of the progran, "provision of
sufficient scrvices, including infracstructure,” without saying what
infractructure or what loans woula bz available for the individual farning
units -~ "sufficient zervicez" iz pretty broad.
are looking at on these Crowun lands equal to zer
or Calgaxy regiocn? So I think it'z a very, very
while it may be desirable to cpen up new agricult
of the fringe arcas econcnizcally zone ¢f the land
na
v

e level of services w2

n
think in a lot
n nade avalilable
ble conditions for zrowing

r ne ndedness.

because of the risk involved an:d the nore zeaso;
crops. I an just not sure I could zupport that

MR. CHAIRMAN: Before acknculedging PMr. Clark and Mr. Notlev, perhaps I could
point out, Mrs. ryfe -- and I'n wholly svmpathetic to vour point of view. By
the sare token, we did discuss the question of the degres to which thi
connittee is specific in itz recommendations; the degree to uhich it
quantifies the economic or financial impact of a reconnendation, for exanple.
The conz2nsus when we last met was that by and large we would confine
curselves to princivle, defoerring to the judgment of the investrent conmittes
and subse u°ntly the inplersnting depariment as to the specifics.

MR. R. CLARK: Just follcwing that alone, Mr. Chairran. To Mrs. Fyfe and Mr.
Knaak: it talks here about "new hone

Pasically, as has already besen po

noxthern part of the province, an
the judgnent of the people of
econonically viable, the soil

stead agricultural land for farmerz."
d ocut, that is in tThe Peace River, thz
ry cobviously we have feor vears relied on
nds branch to deternine whether land is
i
1

’l

iate, or in fact that land nesver goe
up for homestead sale at all. So 1 t a natter ¢f jucst sayving wa're going
to open up this and this and this. It has to be land they've inspected and
feel has the agricultural potential. Once that decision is nade -- and one of
the reasons thev've moved so slowly, getting, what is it, about 50 sections a
vear on streanm, is that ve haven't been able to get the i a

place: basically., the roads so we can g2t the youngste
ninirun kind cof services.

All one haz to do is go to that La Creie area and exanine it. A =sizeable
amcunt of that land iz agriculturally vicble, but becauzs the Lands Exranch --
and I'm net be2ing critical of the Lands Branch. But they've bsen short of
nanpower thencelvez. Thevy're waiting asz long as a vear or two for

n structure in
rs to school and a
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inspections. Secondly, cven aftzor they decide the land iz agriculturally
viable, then there's the problem of getting the infraztruciure in place

I zee this reconmnendation az alzo zaving to the government! lock, 1f the
land iz viable, we want to intensify the program., and let'zs get the
infrastructure in place. But, Mrs. Fyfe, it izn't a matter of the kind of
facilities we have at Carztairs or Sit. Albert, bhut very, vary basi minimal

!
services that people have had in areas where there's bkeen honestea:
the province for years

MR. CHAIRMAH: Perhaps I could allow Mrz., Fyfe to respdnd to Mr. Clark and then
hear from Mr. Notlev.

[MRS. FYFE: What I said I was concerned about was certain wording in thiz that
made it very open—-ended; such as "intenzified progranm." If infrastructure is
one of the problems that we face -- w2 scem to face infrastructure or road
construction problens throughout the whole province, and I'm no* sure this iz
where I would agree we should have an intenzified program. I sze a lot of
areas that are developed already where 1 think there zhould be intenszity. So
I just want to rmake that conan=nt.

MR. HOTLEY: First of all, I think the three or four menbers who subnitted
reconnendations on the question felt there should be an increase in the
program of homestead zale for a number of reasecnz, not the least of which is
that this iz the way for a nuamber of younger people uvho can't even begin to

afford to start farming operations in the central part of the province. All
one hasz to do iz go through sone of the areas where ws've seen honestead
davelopwent in the lazt few years. It's a very imprescive sight to see what

hasz been done by people who just wouldn't even bzgin to have the capital to
start around Edmonton or the central part of Alberta.

The second peoint that has to be made, in ny judgment, is that we're really
talking about comparable scrvices, as Mr. Clark pointed out. That reanz that
in a place like La Crete we don't open up 10 sections of land ia the buzh; ws
nake sure there is a road. The road isn't the kind of prinitive trail wstve
seen in other parts of the province in past years; it is a xoad sufficient to
run a school bus on, becauss young people tend to have children, and we have
to provide educational opportunities. That means that if wve're going to
develop homestead land for sale, we have to integrate the land inspection
branch with the departmnent of highways and the other levels of governnent in
the area, so that we can provide, as I say, comparable services. But ve're
not talking about day care or the 10! thingz that would be available in other
areas of the province.

The final point I would make is on the price. here is a price-setting
mechanisn now, so0 it's not a question of saying we're going to provide free
land. The price, of course, has to take into account that in rush of this
land you're dealing with territory that hasz t5 be clenrsd of bruzh and broken,
and there are very substantial costz in doing that. That is borzre in nind
when the price iz settled.

apolecgize for having to be avay from the last neeting, but I
prezune when the Chairman says there uas an agreement on just making

x andations on principle -=- neverthelezs. going back to Mr. Sindlinger's
u 2

e gst too broad, not clear enough, we alnozt lose the princinel

ad that no one can really do anything with the recommendati
iard to understand the directisn and intensity with which on
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wants to go into that recommendation. Perhaps that's cne of the prcobl
the connittee in the pazt.

Talking about Mr. Sindlinge point, i* would be a lot easier for us as a
cennaittes to nake an ascezsnent of the governnmznt's rezction to a
reconnandation 1f it were a principle, vet definable within sone paran

=

ne
g0 w2 know to what extent the r“c-“ncndntion waz accepted. T have no rea
ctrong objection with thiz reconmendation in principle, but if T were a

government member having to act on it, I would have real difficulty knowin

o
o k-]

when I'm in the spirit of the recomnendaticn. That's the eonly ccnnent I would

nake on that, and it's eonly with that in nind that I thought it micht be worth

while to make thi lightly more zpecific arnd clearer.

3]
2]

MR. MOTLEY: One of the specific reconnendations, Mr. Knaak, that wa dealt wit
was Mr. Clark's that we double, which would be specific. In other uvordsz, to
go from approximately 50 sections to 100, But ihe questicon then is: how wicze
is it to put a specific figure down? HMaybe th
state the principle, that we want to increase
the priority this is given by the governnmen
to open up 100 inztead of 50 ssctiens a year

One of the recommendations we had zpecifiically set a figure. I have no

e better approach uvzuld be <o
the nunber available, increacze
rat

=-
]
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saving uwe want you

great difficulty if the conmittez would rather we put that figuro in; I
certainly don't think that we on the guoconnltgee would have any difficulty
reconnending that, but I suspect that maybe "intensified” is better. If we

4

S

can build up the infrastructure and the ccordination and then get

additional inzpectors required by the Lands Branch, I'm not at all cure we
shouldn't nake more than 100 sections available, provided we have the

administrative capacity within the government to handle it. Right now we
can't. Right now, if we could make 10 nore sections available over the 50,
we'd be darn lucky. But over a period of time, surely our object is5 to rnove

sorewhat faster than 50 sections a vear.

MR. KKAAK: I want to apologize again. If I can just respond, woul:d it be out
of order to suggect, after "agricultural land for farmers," "and p:;"idc
sufficient services, including infractructure™? You see, vou really wan®t tuo

things® to increaze land nade availuble and to assure that there’
infrastructure and services available to nake it useful. So it's rnzt just
"through provision of sufficient ceoxrvices" iz

2. NOTLEY: Okay. TFair enough. That's good. HNo problen at all.

MR. R. CLARK: Agreed.

MR. SINDLINGER: Just for ny clarification: the recommendation befors us xizht

now refers to an "intenzified progran,” inplying a progran is already in
place.

MR. CHAIRMAN: Which i3 correct.

MR. SINDLIKGER: Houever, the two previocus recomnendations called for a new
pregranm.

MR, KOTLEY: If I ceould answer that, Mr. Chairman, the two previcus
racomnandations really usad the narme Neu Piloneer Frogran, but basizally it uwas

an intencification of the progranm of henestead gale. Rather than dragging in
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the name again, we bazically zsaid we uanted to reaffirnm the intent of the 19377
and 1978 reconnmendations, "that there be an intensified program of opening u»
new honestead agricultural land." That's basiczlly what it was. We chose not
to take the nane from the last two yenrs.

MR. CHAIRMAN: We have before vz, firzt of all, !'r. ¥Ynaak's and Mrs. Fyfe's
expressions of concern or reservations about the open-endedness. I haven't
detected any other support for this concern, other than Mr. Knaak's suggested
rewording, which is that w2 go with tuo particioles: "intensified program of
opening up n=ew honmestead agricultural land for farmers and providing
sufficient services including infrastructure.

MR. HOTLEY: "And the provision of LW

MR. CHAIRMAN: We could say, "and the provision of" or "and providing", just to
give us some parallel structure.

MR. HOTLEY: Sure. Okay.

[MR. CHAIRMAN: With that suggested change by Mr. ¥Xnaak, do I have connittee
agreement on this ceonszolidated recomnendation?

HHON. MEMBERS: Agreed.

MR. CHAIRMAN: Gentlemen and Mrs. Fyfe, you nay recall that last uweek, lrs.
Fyfe uas out of the city and not in attendance. Congequently, ue passed by
her recomnsndation nunber 2 in the public lands sect;on. It's brief enough
for ne to read, and perhaps after I do that, iMrs. Fvfe, you may want to speak
to it: "That funds invested in development of grazing reserves be budgeted
over a 5-year progran."

MRS. FYFE: I also apologize for not bzing at the neeting last week. I brought
this particular item up with the Treaszurer thisz rorning, and I used it I
supposed as an exanple of what I would consider proper budgetary process. It
seems it 15 very difficult to budget for grazing reserves in a one-year
periocd, and I would like to see some attenpt at having a nmore realistic
program set ocut over a period of tine. f we're looking at getting additional
land into agricultural uzage, I would like to see a more intensive approach at
planning this over a five-year progran.

In some ways this is included in thzs second reconnrendation we agreed to this
rorning, in land reclamation on graz=ing reserves, tnat this be a long-range
program. I support that completely and feel that the budget chould reflect
the long-range planning. I suppoze to a certain degree it is. Maybe this
just gives nore direction to the deparxtment's planning, that that planning not
juzt be in program but in the budgetary procecs.

MR. R. CLARX: I share Mrs. Fyfe's concexn. As I understand it, Mzs. Fyfe, it
was prinarily that we allecate money and it iza't ugssd. Two things can be
said about that: one is that in the nornal operating budget of the province
that becomez a problenm because the money i3 lest -- lost izn't a good tern,
but it goes back . . .

MR. KHAAX: It's saved.
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MR. R. CLARX: If you want to put it that way, you could zay it's zaved, t
But as a result of it pozsibly being saved, you get a lot, if I can uze £
¥pression, of damned fool expenditurez during February, March, and Arril.

MR. NOTLEY: Every fourth vear.

MR. R. CLARK: No, every year. For all govexrnnentz ton. DMrz. Fyfe, the real
point I wanted to make is that it's somewhat of a different situation as I
understand the way we budget the heritage fund. Bacausze if that money isn't

ed one vear, az long as it's a part of the four or five vear initial
connitnment, that money iz not saved, to usze Mr. Xnaak's point of view, or
doesn't go for secone other purpese. It ctays there and can be a catch up the
yvear follouing or the yvezar after that. share ycou conzern uhen 1 zee our
e:tinates not being far nore accurate than thev have besen, but I thinl theres

z that distinction that it's still available for the designated purpose, as
oppcsed to going back into general revenue.

MRS. FYFE: I undsrstand that and I know the noney is neot transferred until
it's actually cpent, but I would just like to zse in ny own nind sone
tightening up in the planning and budgeting processes z=o that they be tied
norxe clozely together.

iR. CHAIRMAN: If I nmay, Mrs. Fyfe, it appears to me that you've selected a
pregrzn like grazing reserves to incorporate perhaps a broader principle
related to the deferment or the delay of expenditure of funds allocated fron
the Heritage Fund. If that's correct -- and I'n not sure this is correct
parlianentary procedurs -- is it feazible for you to withdraw this
reconnendation, bearing in nind that we have already approved a reconmnendation
related to grazing recerves, and subnit to the connittee a browd#v
reconnendation with the very useful principle that nembers have discussed zo

far.

MRS. FYFE: I'd be happy to do that. As I said, I very quickly put this
together last week, having some tinme conzstraints and not having bazen abls to
participate in all the conmmittee's discuzzionz. I would certainly be willing
to withdrau that and try to nal a

MR. CHAIRMAN: Is there agreeament on the Chair's suggestion?
HON. MEMBEIRS: Agreed.

MR. CHAIRMAN: Mrs. Fyfe, could I ask you uhen uws next neet to bring sufficient
coplies of your recemnendation for discuszion?

MRS. FYFE: Yes.

FMR. HOTLEY: Mr. Chairman, that'll be for everything under the terns of The
Alberta Heritage Savings Trust Fund Act at this stage would it, that ws're

~

asking Mrs. Fyfe to prepars?
MR, CHAIRMAN: Yes. It scenmz to me that perhaps we're going at it backuard:s.
We're using a specific preogran to raise a concern of more general application

to the rest.
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MR. MOTLEY: Becauze when we get into transportation, we're going to g
the cane sort of thing zpecifically. iere we gelb into the businezs o
are Heritage Savings Trust Fund investments, and on the other hand wha
the capital expenditures of the provincial government. I cartainl h
having an all-encompassing reconmmendation uwould be uzeful. UWe nay fin
would alzo apply to the capital works budget of the covernnment as well
the Horitage Savings Trust Fund.

MR. KNAAK: I am just wondering, deces it apply to the capital projects divisicon
of the Heritage Savings Trust Fund or to the Alberta investnent, Canada
investnent division? I think we're talking about the capital projects
divicion of the Heritage Savings Trust Fund. Kot all funds, just that one.

MR. CHAIRMAN: That is correct. Perhaps then ues could nove to the irrigation
section. I'm szorry. Mr. Clark.

MR. R. CLARK: Mr. Chairman, ny collzgue Mr. Speaker can't be here today. He's
at the hearings on the transnission line from Calgary douwn t
country ard has requested that we hold thiszs. He'll be heore
then on. It would be appreociated ver n
today.

o iir. Bradley's
tonorrow and fron
ind holding this

¢ nuch 1f you didn'zt

MR. CHAIRMAHN: Any comment from the connittee on Mr. Clark's request?

MR. NOTLEY: Mr. Chairman, I would certainly agree with that. I think that if
that's the case we should deal with all of them. I think there are three
¢ealing with irrigation, and baszically they're all aiming at the same sort of
thing.

MR. CHAIRMAM: I notice Mr. Pahl is not here, in any casze. That zeens
appropriate then, to hold over until we next meet cur review of the three
irrigation-related reconmendationz. Before moving into the housing and
trancportation sectionz, 1 wanted to obtain from nembers of the comnittee
their preferences on when we neet over the next tuo-uwsek pericd. I've made a
couple of overturez and have lcarned ue're all very busy and the scheduling
nay be sonmewhat difficult. It would be useful to me in this scheduling if I
could have sone expressions of preference.

It seens to me we're going to need at least six hours to get through the
housing, transportation, the connittee terms of reference, and anmended
legislation discussions. Perhaps you night aszist. 1 was going to suggest,
would it be feasible to neet next Monday evening for three hours, stay over,
and neet Tuesday norning for three hourz. That's cone possible solution. That
would bring us up to the sixteenth, and then I would have perhaps three days
to get a draft report together.

MR. R. CLARK: I don't know what ny calendar is like Tuesday night, but if you
could do it Monday night and Tuezday night rather than Mondav night and
Tuesday rorning. It gets just very, very hectic uhen the House is in session,
for the respeonsibilities we have.,

MR. CHAIRMAN: Jt's good for the Chair. Mr. Knaak?

MR. KNAAK: I agree to that, too.
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MR. CHAIRMAN: PMr. Steuwart, are you happy with both Monday arnd Tuez<ay nigh*s?
Mrs. Fyfe?
MRS. FYFE: I think that's all right.
MR. CHAIRMAKN: Mz. MHotley?
MR. NOTLEY: I presune uve're going to meet thisz afterncon, aren't we?
MR. CHAIRMAN: We're not zcheduled for this afternoon.
MR. NOTLEY: Is there any poczcibility that ve could neet this afternoon and cut
douwn the . . . I really thinX that when we get into the Legislature, it's
just o terribly hectic.
MR. CHAIRMAH: I appreciate that, and that's uhy I raised the question.
MR. NOTLEY: If we could cut doun the three hours by meeting this aftarncon,

unless other nembers of the comnittes have zzrious objections, 1 would rather
we take a whack at it thiz afternoon.

H

MR. R. CLARK: I'd bs very agreeable to that, if we could go for at least tuwo
hours this afternoon, get through everything other than irrigation and
diversification.

MR. NOTLEY: Mr. Knaak suggested we order lunch and go until 2. That would be
reasonable too. Other menbexs may have nade other cornitmentsz, Mr. Chaizrnan,
hecause we were just geing to meet this morning, but if it is5 possible, it
would certainly save things and be easier for you and for us.

g
c

MR. CHAIRMAN: Ue have before the committee, then, suggestionz that we nzet
this aftexrnoon, next Monday evening, which is the fifteenth, and next Tuecday
evening, the sixteenth. Hou iz that for your =zchedule, r. Pahl?

MR. PAHL: I'm in Toronto next week.

MR. CHAIRMANK: I thought you had econenic affairs next Monday night?

MR. PAHL: I've delegated that to another nember. Although I apologize for ny
absence for part of this norning, I'n also conmitted this afternon, but I
would go with the will of the conmittee.

MR. NOTLEY: Could we go right on through until 2 o'clock?

MR. PAHL: That would be bezst for me. Is that objectionable? Just go right
through until 2, navbe have a zanduwich or sonething.

MR. CHAIRMAN: Did you wish to check vour scheduling?
MR. R. CLARK: I have to make a telephone call.

M. STEWART: Mr. Chairman, I suggsst that you have a lot of menbers who arsn't
present at the momaent.
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MR. CHAIRMAN: That's ny concern. Ul have zix missing nenberz, which perhapc
makes the scheduling discuzsion acadenic.

MR. STEWART: I can't see sitting from 12 to 2 and not at least consulting with
the other menbers before naking that decision. Personally I have to be away
fron 12 to 1. If we have a quorum that's fine, but I don't think it's quite

fair to the rest of the menberz to delegate another meeting without at least
notifying then.

MR. NOTLZY: Mr. Chairnan, could ws have our researcher contact . . .
MR. CHAIRMAMN: I was going to aszk Karen to do that, but she's away. I have an
urgent call to nake homeward. If I could just absent myself from the chair
for two ninutes, I'll make this call, contact Karen, and ask her to contact
Mr. Appleby and Mr. Borstad and tihe other nissing menbers, to get their
scheduling preferences. Maybe we can draw this together before 12.

Mr. Bradley, could you take over the Chair, and perhaps we could begin
discussion of Mr. Pahl'z recommendation in the housing section. It's the
first in the housing s=ecticn.

Mr. Bradley in tne Chair.

MR. CHAIRMAN: Ue're on Mr. Pahl'z first recomnendation. It regards housing.
Mr. Pahl, did you wish to speak to your recommendaticn?

MR. PAHL: Mr. Chairman, the rationale for this pregzanm, in ny view, iz that
because of the rapid growth in Alberta, housing and the relocation of houszing
is becoming a very major portion of our governnent's expenditures. Witness
the expenditures we're making in housing: the prospect of almost instant touwns
coming on stream, with Grande Cache k=2ing the first, Fort MacPMurray the
second, Alsands the third, and possibly nore.

I think we need to start lcoking at the possibilities of doing comething a
little more innovative in housing. The trade-offs betwesen insulation and
heating costs is well known, but we haven't denonstrated any ability to take
advantage of such things as dictrict heating, even enclosing our oil sands
towns in great bubbles. There we have a surplus of heat from the plants., a
very inhospitable clinate for most of the year, and are wasting a precious
resource. Although I think there are some less pis-in-the-sky idsas
associated with that, too, in terms of looking at building structures on the
prairies, I think there's just a need to dedicate nore funds to that. I
realize there are some programs, but I think they're rather nodest, in view of
the level of activity of housing in Alberta at this point in tine.

MRS. FYFE: I wonder if I could juzst ask Mr. Pahl a question. Nould you see
this progran to be carried through under the Alberta Rezearch Council or are
you propozing a ceparate institution to carry out this rezearch progran?

. PAHL: Mr. Chairman, I think that would be an area they have not
traditionally involved thenselves in. I would ke rore inclined to look to the
private secicr, or to supplenent what the private sector has alrsady done.
There has been some rxesearch in housing insulation effectiveness in the
private gector already, and the univer=zity has done sone. 1 suppose again the
nodel I would lean toward would be a fairly autononcus funding agency uwith a
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grant of money. I don't think it would bhe az ongoing az the medical rezearch
nor the enerxgy/physzical zciences rezearch., I think i
but it would be ccot up, ine funds ceomnlit

t would be nore finite
‘tted, and run fairly autononous fron
existing structurxes, which, to ny infornation, Mr. Chairnan, do not dadicate
substantial funds in this area

MR. NOTLEY: Mr. Pahl, do you have any ballpark ecstirs
at? Is it going to be %19 millien. $50 nillion? T
Secondly, I was rather puzzled at thiz idea of anot!
Alberta Housing as an arm of governnent now. Woul not nake nore sense
that a project of thisz kind be carried out under the aegis of Alberta Housing,
rather than setting up still another zeni-autoncnous b dv to look into this
kind of thing? Alberta Houzing frequently cooperates h the private scctor.
Obviously, one would want to do that.

Basically, ir. Chairman, the idea haz consziderble nerit, although I uwould
uvant to register a caveat that bubbles in o0il cands towns do no% strike me as
being a very reasonable place to experinent. The concept in the propozal i3z a
useful one, but I would be interested in a little nore detail eon hou nuch and
rhy it couldn't be done by agencies already in place.

ates of what ws're looking
t seozxt of thing.
agency. MWe do have

r’- N

2. PAHL: I think the comnent is fair, Mr. Chairman. I would cectainly see
those people who know the mozst about houzing involved in it. I w
to say, let's just add another 10 per cent to their budget fronm the Herita
Savings Trust Fund and leave it to then to be inrnovative. With the

espect for the Menber for Spirit River-Fairview, the reaszon he doesn't t
bubbles are viable in Fort Macliurray is a very good reazon that ve need th
~ort of progran. They nay not bz, but if you locok at the heat balance fr
oil sands plant, we juszt dissipate an enormcus anount of heat fron the
process. On the other hand, we turn around and uze to heat our houzes the
sane scarce rescurces w2 are fighting =5 hard to win fron the ground. The
bubble is part and parcel of an option.

In terms of the numbexz, I think &n appropriate responcs would be, a rather
nodest anount firstly, to deternine vwhat the levelz of oppextunity for
research are in this area. I'm a laynan I don't pretend to know what would
be required, and I think it would be f:ir to sav ny recommendation covers
rather bread zpectrun, fron highly develope rban areasz to frontier towns and
even perhapz to the effectiveness of hcou liver and retailn heat even in a
conventional farnmstea:d. DMaybe the aninal barn should be uszed az a heat
source; I den't know. But I think it's ashout tins we got a little innovative
here.

To sunnarize, I'd say a rather nodest 1
boundsz of it and certainly the rechanicz
project status. I think if you bury it uw
as Albexrta Housing, you run the risk of
beccning nore than a preject with a fi
vieuw.

-
3

rt to set the netes and
set apnrt to give it a

hin a bureauzracy., even on=2 as good
i 1 ilozity and of itz
nink that would be ny

MR. CHAIRMAN: For Mr. Clar%’: benefit, ve're on Mr. Pahlis first
reconnendation under housing.

0

MR. KNAAK: I have a she
divizion under the Heri

ticn and then a connent . Pahl, what
ust Fund do you see this conming
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MR. PAHL: I initially looked at it az an Alberta investment divizicn thing.
and I think until such +tirme as the feasibility of building innovatbiv
structures -- which would thea inply capital; ny bubble, for euzanple -- it
would then becone a capital project. Initially, I think it would be in the
Alberta investrent division.

MR. HOTLEY: We'll start the bubble in 198%, will we?

MR. KHAAK: The answer leads ne into nv comment. I certainly think this
suggestion has a lot of merit, but I think the requirement of the Alberta
investment division is that it pay a rnarket rate of return. Basically,
although there are a lot of good proposals in the rescommendation, I feel we
should use the Heritage -- and this iz now in light of the very buovant
current budget position of the governnent -- wa should use the trust fund nore
as a savings investaent account to assure there is substantial growth in the
investment so that in the future, when rescurce revenues dacline, there is a
return on that investment to transfexr to current expenditure; in other words,
to prevent the increase in taxation.

I would likae to see the comnittee azzezs these recomnmendations. even though
neritorious on the substance. When we're talking about the heritage trust
fund, I really would like to sze the comnittee assess then in light of the
purpose of the fund. To the extent that the truszt fund is there to provide a
return for future generations, I think we should be very reluctant to zpend
it, when the sane kind of program can go into an operating budget. In terms
of the capital division of the trust fund, again. it should ke used primarily
to create an environnent in Alberta that strengthens the economy. Then again,
it's a capital investnent without requiring operating funds, and to the extent
it does, it should conm2 under current budget. In light of ny conments. even
though I like the idea, I would nuch prefer this kind of prograam in an
operating budget and would have to cppoze it as coning froam the trust fund.

Mr. Payne in the Chair

MR. SIHDLINGER: Three comments. I'd have to agres with Mr. Knaak. In naking
reconnendations, we ought to attempt to ensure that they are coapatible wi
the objectives set out in the Act, and I'n not certain this does meet those
objectives. Second, I'd like to echo Mr. Notley: would appear the things
under this reconmendation could already be incorporzated in the activities of
the present governnent programs. That's all I have to sav.

c L

1
-

MR. PAHL: Mr. Chairman, in defense, and I guess in sumning up what appears to
be a dying turkey . . .

R. R. CLARK: Deflating bubble.

ies,
fund to do so. would do szo, but I would still argue that it's a little
prenature to judge whether rescarch in thiz area would not yield a rate of
return.

I think parallels are well established. lhen you talk about a rate of
return in, say, nmedical rcsea:ch. you're really leoking at a reduction in the
costs of medical dizorders I guezs the cost of using less than optirun
houzing will be sonething our future generations will live with for the life
of that housing stock, and I would suggest that would be well bevond the

MR. PAHL: I wnuld express the hope that the existing agenc'av if they do have
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turnaround point on the Heritage Savingzs Truzt Fund. So
to place =sone money in it to look at the oppertunitiecz,
taken. Perhapz the Research Council could do that withoui additi
I 12t ny balloon slowly sink.

MR. R. CLARK: Mr. Sindlinger nade the point I wanted to nare

SRS,

MR. CHAIRMAMN: I take it then, Mr. Pahl, that's a formal withdrawal <£ the

MR. PAHL: I would not bz inclined to withdraw it.
MR. NOTLEY: Question on the nmotion.
MR. PAHL: I'd like it to go to a motion.

MR. CHAIRMAN: Are you ready for the question? Those in support of
reconnendation number 1 in the houzing section, as subnitted by Pr. Pahl and
as presently worded? Mr. Pahl. Thoze against? Perhaps the minutez could
show that the balance of the connittee az presently constituted haz voted
against Mr. Pahl's recomnendation.

Before moving on, if I could just return to thisz troublecone qua2stion of
scheduling. I haven't vet been able to reach Mr. Appleby, Mr. Borstad, and
Mr. Musgzreave. I have checked my other personal and professional
requirenents, and I'm okay with, =ay, a 30 ninute break at lunch tine and an
adjournnent around 2, 5o I could catch the 2:39 airbus. I'm just r=l
fiem ihat uvp until we've had the bkenefit of scone contact with these o
three. Hopefully, our research aszsistant. Karen Nul/ , will be able to reach
then before we adjourn before that possible 30 nminute brcak at noon.

I3

MB. PAHL: Mr. Chairman, could we have that 30 minute break at 10:30 z0 I can
ule ny comnmnitments?

'..‘

MR. CHAIRMAN: You mean 11:307

MR. PAHL: That's right; 11:30. When were you planning to take the break?
MR. CHAIRMAN: I was assuning 12:30, but 11:30 or 12 would suit nre fine. I
could take care of my personal needs and contact these other conmit
nenberz. Would that be agrecable to ths comnittec? UWhy don't uve =
and go fromn 12 to 27 Can I have agreenent on that?

MR. R. CLARK: 0Or a quarter to.

1MR. CHAIRMAN: That'd be great.

HOH. PMEMBERS: Agreed.

FR. CHAIRMAN: Thank you very nuch. lla're coming back at 12.

The mectine edjourned ot 11730 ¢.m.





