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Standing Committee on The Alﬁerta Heritage Savings Trust Fund Act

Tuesday, Octobexr 13, 1981
Chairman: Dr. Reid 1°30 p.m.

MR CHAIRMAN: The committee will come to order. MWe'll continue with discussion
of proposed Recommendation No. 16. The next one I have on my list is the
Member for Edmonton Whitemud.

MR KNAAK: Mr. Chairman, the only point, and it's been made before, is that we
are currently funding a considerable amount of research including some of that
research. I would prefer the resolution be changed to read: "[that] funding
from the AHSTF be invested in research into the technology", and go on; then

possibly go into that but with a view subject to not duplicating already
existing research in those areas and known to the Alberta government. So
really two points: one, since we're already funding it, just continue with the
funding, take out the two words, "Greatly increased"; and put the proviso in
that this research not duplicate other already existing research in the world.

MR ANDERSON: Mr. Chairman, I think the Member for Edmonton Whitemud and myself
are on the same point. I'd formally move that "Greatly increased" be deleted,
and that we add follouwing the last sentence: "Such research must not duplicate
similar ¢fforts being carried out elseuwhere™. I think that would satisfy the
concerns of a number of members, both regarding the term "greatly™ and also
ensuring we don't duplicate efforts of other bodies or organizations that
might be carrying out such research.

MR CHAIRMAN: Is that acceptable to the Member for Spirit River-Fairview?
MR NOTLEY: Agreed.

MR CHAIRMAN: Can we have a vote then on Recommendation No. 16, as amended,
with deletion of the first two words and a sentence added on the end about
duplication. Those in favor? Unanimous.

No. 17 is on Page 10. The Member for Spirit River-Fairview.

MR NOTLEY: Mr. Chairman, in a sense this is just an extension of
Recommendation 16. It would provide, from the heritage trust fund, a certain
support for demonstration projects. 11 suppose an example I might cite would
be the Saskatchewan House that our neighboring province has undertaken with
respect to alternative energy systems. I think it's fairly straightforward.

The other aspect of it is the projects would be designed to encourage, if
you like, some private sector development in the are of alternative energy. I
don't think there's any doubt that one of the real advantages of investments
in alternative energy is that it does offer substantial opportunities for the
small private sector. So I think it's just fairly straightforward, Mr.
Chairman. It's an extension of Recommendation 16.
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MR PAHL: Mr. Chairman, I would be very supportive of this, but I would simply
observe that it's already being done in co-operation with two departments of
government and, predictably, the housing industry, both in terms of the parade
of homes shous in Calgary and Edmonton and demonstration projects in
Alderslie. Although it's well meaning and I certainly support the intent, I
would say that it's being done from regular departmental budgetings. I would
see no need for the Heritage Savings Trust Fund capital projects division to
participate. So although I support the intent, I would reject it because it's
already being done with regular programming.

MR CHAIRMAN: Any further remarks by members? No. Can we put this one to a
vote then? Those in favor of Recommendation 17? Three. Those against?
Five. The recommendation is defeated.

The Leader of the Opposition isn't here, so we'll hold No. 18. Proposed
Recommendation No. 19 by the Membef for Calgary Currie. He has submitted a
written amendment to the one I have received. Has everybody got the neu,
written . . .

MR D ANDERSON: Are they still around? O0Or should I just read this?
MR CHAIRMAN: I don't know where they went. I think we did distribute thenm.

It is recommended that the government investigate ways of dealing
with the impact of rapid growth on the future mental health of
Albertans through a Heritage Savings and Trust Fund investment
designed to support and strengthen the family unit in Alberta.

It looks like that one didn't get around to everybody, including the
secretary. We'll just wait a moment until Shelley can get copies of it made.

In the meantime, perhaps we could discuss this subject of further meetings
of the committee. MWe're obviously not going to get finished today. It would
appear the only available dates are Monday and Tuesday mornings because of the
meeting of Private Bills and Public Accounts on Hednesdays. Monday and
Tuesday mornings of next week —- hopefully we will get through it in that
length of time. If need be, we would have to go the week following. Is it
acceptable to members of the committee that we schedule meetings for next
Monday and Tuesday at 9:307

MR KNAAK: Mr. Chairman, is there anything wrong with meeting in the evenings?
Usually the House doesn't sit in the evenings the first week. I'm not sure
what the House leader has in store this week. Is there a problem with meeting
in the evenings as we usually do from & till 10:30, if the House isn't
sitting?

MR CHAIRMAN: Well, it's acceptable to me, but I don't know about other people.
I understand there are some committee meetings scheduled for, I think,
Thursday evening of this week. I think some members have got social
arrangements booked tomorrow evening. That would finish it for this week. It
doesn't help with the ultimate time factor, unless we're talking about evening
meetings next week. I can certainly check with the Government House Leader
and see what is scheduled.

MR NOTLEY: I'd like to advise you that I won't be able to be here on the
morning of the 19th, but that's fine. The 20th will be all right.
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MR CHAIRMAN: Would it be all right if we proceeded anyway and held over any of
your recommendations that come up in order? I take it there are no further
objections, so we'll go ahead. The 19th at 9:30 . . . The member for
Bonnyville.

MR ISLEY: I can be here on the 20th, but not on the 19th.
MR LITTLE: I would have trouble with the 19th. If there's an alternative?

MR CHAIRMAN: The point I'm making is that we are really getting into a time
squeeze. If uwe can get a guorum together on the 19th, I would like to
proceed, except for those proposed recommendations by members who can't be
here. Is that agreeable? 0Okay, the 19th and 20th at 9:30.

Perhaps the Member for Calgary Currie would like to start into the
discussion of proposed Recommendation No. 19 under capital projects division.

MR D ANDERSON: Mr. Chairman, the basic purpose of Recommendation No. 19 is to
facilitate possible investments that will round out all those now being
carried out through the Heritage Savings Trust Fund. HKe are now investing
some $300 million in the Alberta foundation for medical research, looking
after the future mental well-being of Albertans through that and some other
projects. We're investing in projects like Kananaskis Provincial Park, Fish
Creek park, and other such recreational areas to look after future
recreational needs of Albertans. .

I submit that we need to take a look at -- and you'll notice that this is a
facilitating recommendation in that I use the term "investigate ways" —-- the
possibility of dealing with the future mental well-being of Albertans through
strengthening the family unit, which I still believe is the basis of society
in Alberta. Now it's purposefully general in that sense, because I think
there are a number of directions which investigation might lead us as a
government or as a Legislature to go in that regard. I would see them
investigate it first. I think members are aware that in the past, I've
presented something called a family institute Act. 1I've met with over 200
groups in the past two and a half years about that and have completely changed
my direction of that institute. But I believe that there's a need for that
overriding kind of situation. There are programs such as the B.C. Council for
the Family which, through church organizations and volunteer organizations,
helps reinforce the family unit and therefore assists in future well-being of
the people in the community.

I'd just like to feel that the rapid growth which has taken its toll on the
family unit in Alberta is being dealt with through an investment from the
Heritage Savings Trust Fund. Specifically, I feel we are moving so quickly in
terms of investments and social programs, volunteer agencies becoming
involved, municipal governments as well as the provincial government trying to
deal with the difficulties by the family in all its aspects -~ be it in terms
of suicide, juvenile problems, or mental health difficulties associated with
the family -- that we need to make sure we have the best and most available
information for all organizations dealing with that, and that we have indeed
done what we can to balance the difficulties faced as a result of rapid growth
with the possibilities for strengthening and supporting the family in Alberta.

I'd be more than happy to suggest other specifics that I personally
recommend. But this recommendation is to all the government to investigate
various means of doing that and look at Heritage Savings Trust Fund
investment. If I were to put a figure on it I think it would be one of the
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smaller investments we'd be likely to make compared to those we've made in the
past, I'd say in the order of 10 to 20 million for an endowment fund, if it
were going in the institute direction, or possibly even in a council for the
family, or some other type of body. That being said, I believe it's quite
appropriate that we make an investment of that size in the mental well-being
of future Albertans to support the medical well-being that we've strengthened
and the recreational well-being we've supported.

I'd be willing to answer any other comments when the other members have a
chance to discuss this recommendation.

MR PAHL: Mr. Chairman, I must compliment the Member for Calgary Currie for
cutting the cloth to fit this interest that I know he has. I compliment him
on it to the Heritage Savings Trust Fund.

However, the first point I would like to make is I think it's a mistake for
us to suggest, for example, that the investments in recreational opportunities
made under the Heritage Savings Trust Fund, such as Kananaskis Country, Fish
Creek, the Capital City park, are somehow not related to the mental well-being
of our citizens. Similarly, I think the investment in education through the
Heritage Savings Trust Fund, through the library endowments, and whatnot are
again directed to the well-being of our citizens with respect to mental
health. Similarly, the efforts we are making to add diversity to our economy
-- so that we're not one-dimensional in our employment opportunities -- so
that we are in fact able to have people gainfully employed also adds to the
future mental health and well-being of Albertans. I would first of all take
some exception to the suggestion that the investments are not already
contribuiing to that, both now and in the future.

Secondly, I wonder whether the case could be made that the mental health of
Albertans has not been addressed, or could not be addressed through the
revenues gained by taxation, and by the 70 per cent of the non-reneuwable
resource revenue that is already directed to current government budgeting.

- Although I compliment him on his initiatives and his concern because rapid
growth does have an impact, I would question whether it is an appropriately
placed recommendation under the ngitage Savings Trust Fund.

MR MACK: Mr. Chairman, I too echo the sentiments of the hon. Member for
Edmonton Mill Woods in complimenting the Member for Calgary Currie for
continually expressing what I recognize to be a very sincere concern for the
family unit. I think he has certainly exemplified this on many of his
previous comments. )

However, I would have to say this. Having had the benefit and the pleasure
of having a very strong, supportive family, it's difficult to probably place
oneself into an objective position to the point where we would truly be able
to feel and appreciate the concept that's being advanced here. However,
working with people for a number of years and many of those years as an
advocate for workers, I find that fulfilment in life basically is directed to
whether they're meaningfully employed, whether they have the capability to
provide a home and the basic amenities for their family. These are some of
the strengths of the family and working together.

There are so many areas abundantly clear to us today that do have a
deleterious effect on the family unit. That is where it's necessary for the
two-parent family, for both of them to go into the work force. That has an
effect on the family. It separates the family from being able to do things
together, rather as individuals. These things are clear to us, and I think we
do not really need much of a study*to be able to determine those, because they
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do have a very profound immediate impact on the family. The ability to be
able to have a home, or to be able to rent a home, and pay from a one-family
provider is becoming increasingly more difficult. I would tend to support
initiatives that would enhance the ability of people to be able to do those
basic things which are already clearly recognized as opposed to perhaps at
this point of time going into studies that might provide us an insight in the
psychological area, but not necessarily relieving the pressures and the
distresses that have been defined and recognized. So in that respect I have
some reservations as to additional funds taken out of the Heritage Savings
Trust Fund to go into further studies, albeit their having a tremendous amount
of merit, when we're not really fully addressing needs of the citizens that
have bzen identified. I too concur that recreational facilities provided
within easy transportation reach, both within the community where one lives,
and also in an adjacent area, that one could have a change of atmosphere as
well as the ability to enjoy the beauty of the mountains and so on. We're
contemplating expanding the similar kind of a facility or facilities we were
involved in or have initiated asz far as Kananaskis is concerned.

Having all those things in mind, I think if families are bereft of family
respect -~ and it basically commences with many individuals where they lose
the respect of self-worth. They seem to lose their point of reference. MWe
have not provided them with a reference point. They appear to be lost in a
wilderness that's not a wilderness. But I think in many respects society has
basically planted and created that kind of an environment where it is robbing
the young who perhaps are maturing and maybe many of us who are even older of
that reference peint and the value of the family, the value of respecting
children., working as a family, taking them to their hockey, their ball, and to
their schools, rather than sending them. I believe there are an awful lot of
identified areas we can address. I'm not so sure that I would be prepared at
this point of time to support yet another agency to give us more definitive
problems that may be identified. I say that with all due respect, Dennis.

MR NOTLEY: Mr. Chairman, I think the precedent for this type of investment is
there in other ways. MWe've made investments in education from the heritage
trust fund. We've made investments in health in terms of cancer and heart
disease research and the endowment fund as well. There is a precedent for it.

I'd just like to make a couple of observations. The first is, it seems to
me that, while I support the recommendation as it's worded, we are going to
have to look at the broader implications of massive growth on the people of
Alberta. I think we're going to have to, as a province, assess the wisdom of
re-establishing a human resources research council. That may be an anathena
to certain people, but it was one of the initiatives taken in the late sixties
by a party I don't belong to, but I thought was useful. I think we're going
to have to reassess, particularly if heritage trust fund money is going to be
used for these things. There is a bit of a problem with a disjointed approach
to the area of human resources development as opposed to a co-ordinated
approach. I think if one reads back to the white paper of 1967 by Mr.
Manning, the argument for a co-ordinated approach to human resources
development is a very strong one. 5o, one of the concerns I have with this is
is that I think it's only part of a larger picture. That larger picture would
be the impact of growth. But I think it is a useful area that we should
consider at this time because we don't have a human resources research
council.

The other observation I'd make is that one of the areas where some research
had begun in the late sixties was on the question of urbanization. We had a
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task force on urbanization working, I believe -- Mr. Speaker can correct me if
I'm wrong -- under the aegis of the human resources research council at that
time. If ever there were an argument for an ongoing review of urbanization it
is now. We saw it as being important in the late sixties because of the
aftermath of the Watts riot and the other problems in the United States’
cities, but with the impact of growth all the things we were looking at this
morning, light rapid transit, moving people, housing, energy conservation, et
cetera, seems to me leads us invariably to a more co-ordinated approach on
human resource development.

While I support the recommendation as far as it goes, I really would like to
make the pitch that at some pqgint in this province, and the sooner the better,
we have to move beyvond a fragmented approach to investments of this nature and
ask ourselves: do we want to make investments in human resources from the
heritage trust fund, whether it's medical research, social research, or
urbanization studies. There perhaps should be a co-ordinated approach under
some kind of agency.

MRS FYFE: Mr. Chairman, I'd like to make a number of comments related to the
motion. Firstly, dealing with the concept of accepting an institute itself --
I've talked to church leaders on this question a number of times, people who
are directly involved with dealing with family problems on a day to day basis.
I use that as one group of people who have a very strong interest in this
particular type of concept. I have aluays felt that it is very difficult for
government to get into this area and establish a body without a particular
philosophy. Philosophy and values are so important to the family. To say
that one family's values are better than another, so much depends on the
economic standing, on the various ways that the family members contribute, the
problems that exist within the family. I believe so firmly that those
problems have to be dealt with through a particular sense of moral framework.
I really have a great fear that it is not the role of government to be
involved in establishing valuss, and if it is an institute without basic
values then I think it would be very watered down and probably not very
effective.

I agree there may be a case for supporting an institute in conjunction with
a group such as the Alberta church leaders or some area where they are
involved in assis*ing from a particular point of view. But as far as the
motion as it's worded in simply setting money aside for this tyvpe of project,
I think it would not be uwise.

Secondly, if it's dealing with reséarch, I believe a good deal of our
research should be done in this area through the facilities we have in the
advanced education area. If there are funds required -- and I believe it's an
area where perhaps we should be doing more and making morxe research funds
available in the social science areas -- the universities with specific
projects can play a very large role, and maybe a larger role than they're
plaving now. But those are facilities that are in place; people who are
trained specifically in research. I think from that point of view this may be
something we may want to consider through the regular budgetary process in
this Assembly. , ) )

The third area I want to mention is that we are certainly very concerned
about families, and by not supporting this resolution, I think it's extremely
important to recognize that everyone who serves within this Assembly, I
believe, supports the concept of assisting families. One example that has
been very successful, and there was a lot of input over the last couple of
years was the review and the revamping of the previously preventive social
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services program into the new family and community support services. So when
we're talking about delivery of programs that assist the family, I also am a
very strong believer that that is much better done at the local level. I
believe local communities have different values, and they are more able to
assess the localized need than a larger agency that would serve the whole
province. There are so many variations in the needs across the province.
Really for many years, more than a decade, I have been involved with and
supported the PSS, or now the new family and community support services
programs because of the very strong benefits it gives to local decision-making
and reacting to the need at that level.

The fourtlhi area I want to mention is that if you compare this type of
concert to the medical research project that was approved, I think there is a
difference from the point of view of the fund. 1I'd like to now just make a
comment related to the economic basis of the fund. If we talk about this fund
having long-term social and economic benefit for the people of the province, I
believe the medical research fund, certainly without much doubt, qualifies
under the fact that yes, there are human benefits. But secondly, the economic
diversification developing within this province through medical technology
will be of tremendous assistance. I believe the figures have been put forward
to us in previous times that for every job set up through this fund, two and a
half technical jobs are established because of it. There is certainly nothing
more social than having a work base. The greatest social program is allowing
people of all age groups in the working age to find employment. That's
extremely important in my perspective.

I think we have to be very cautious of looking at this fund from a shopping
list point of view: where can we spend it next. I think the concept, if it's
going to be a valid one, has to be one that will serve future generations so
that we look at families of the future and know that there is some economic
benefit that we set aside to assist them, which I'm sure will help their
mental health. It will provide assistance and less pressure on the family in
the long run.

In conclusion, there may be areas that an institute would be very worth
while and which I think would gather a lot of support. I don't think the
government taking that responsibility is wise. I think we should look to
other agencies that have values, and perhaps we can assist through the regular
budgetary process, but not in the way this is presented.

MR R SPEAKER: Mr. Chairman, a couple of comments to the mover. One, I think I
would support the resolution in terms of a project and not potentially an
ongoing institute of long-term standing. I do this on this basis: most of the
projects that occur -- coal development, o0il development, or tar sands
development -- the social impact from that economic development can be
categorized and is predictable, as to what happens. I would see a project
such as this, where we look at maybe a growth area, would be to better define
and refine our knowledge at the present time, and then in turn, set forth some
type of program that could be put in place to work with those social
casualties or the negative parts of social impact.

I could see a lot of benefit. The royalty money is in the province; the
grouth is related to the energy industry. This would be one way of investing
money back into the system where we could, I'm certain, save a number of human
lives and human disasters.

MR ISLEY: Mr. Chairman, I'd like to start by complimenting the‘Member for
Calgary Currie on putting this forward, and state that I agree with him and
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his statement that the family unit is the basic building block of our society,
and we should be concerned with it. Dennis and I have been around this one a
number of times, and I think he finally has it worded in a way that I can
support it. MWhat swings me is "investment designed to support and strengthen
the family unit".

While I agree with many of the people here that the family is not something
government should be interfering with, and the less the role we play probably
the better, my concern is that we have already interfered. The hon. Member
for Edmonton Mill Woods listed a number of program areas he felt were
contributing to the mental well-being of the individual. I would agree we're
contributing to the mental health of the individual, I'm not convinced, in
many of our programs, it's to the mental well-being. We have recreational
programs out there, a mass educational program —-- some discussions have been
going on for years as to whether we've been allowing too much transfer of
responsibility from the family to the school as an institution. MWe've moved
in recent vears into the area of day care. I gquestion whether this
strengthens the family unit. Now we're into the area of after-school care.
He've got social service programs that I'm not sure are strengthening the
family unit.

If we're looking at an agency that would take a look at people as a whole,
and then appraise what governments at various levels are doing through
programs that impact the lives of those people, and put the programs to the
test: does this support and strengthen the family unit? 1If, ves, let's
enhance the program; if no, let's withdraw the program. If this is the type
of agency we're talking about, then I am in support of it. In my mind, I can
justify it coming from the Alberta Heritage Savings Trust Fund because if it
operates that way I think it would be an investment in the future and the
strength of the family.

Thank you, Mr. Chairman.

MR D ANDERSON: Mr. Chairman, I think the variety of comments expressed speaks
to two things: one is probably the confusion that results in a mental health
area to start with because of its lack of finite concreteness. The other one
is probably the inability of the person introducing the resolution to word it
in such a way as to make sure that the members understand it doesn't
necessarily speak to the members' previous recommendations.

I guess in that regard, I'd like to make a few comments. I think Mr. Pahl's
points were quite within the understanding of the resolution, the way I
present it. He indicated that parks and other such investments are indeed
contributing to the mental well-being of Albertans, and that's entirely
correct. In fact, I think you can take any investment we make and be unable -
to find it having some ramification in a long-term sense, or in some way, on
the mental well-being of people because they all relate to individuals and
their environment. But I would say that this doesn't deal with the problems
in a very direct sense that we're facing over the long run.

The Member for Edmonton Belmont kept emphasizing a study and research. I
don't have that in the recommendation, and I assume that thought is coming
from former discussions we've had. I think research is a possible dimension,
but I think this investment could be made without involving any direct
‘research. In fact my recommendation personally, in dealing with an institute
-- and again I have to emphasize that that is one possible direction that can
be considered; there are a number -- would be that such an institute do
‘exactly what the Member for Bonnyville suggested, advise governments,
provincial and municipal, on what the impact of our legislation and our
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programs are on the family, and whether or not it's helping the positive or
negative side of that balance sheet; and secondly, to make the most up-to-date
information on all problems and programs, no matter where they exist,
available to volunteer organlzatxons. church groups, governments of all sorts,
upon reguest.

I guess that takes me to the comments of Mrs. Fyfe. Again she dealt with
the institute throughout her comments. I would emphasize that this is not a
recomnendation for an institute, regardless of how vou define an institute,
but rather to look at trying to balance that side of the scale in some way,
and that government have an opportunity to investigate that and look at a
possible investment in that direction.

In short, I guess I'm saying that we do need that balance, in my opinion.

We need to look at an investment possibility. I personally think an institute
should be one direction. But as I say, the B.C. Council for the Family, which
is totally -a volunteer organization consisting of church leaders, has funding
through that government to strengthen the family. That's another direction
one might want to go. The former research council mentioned is a possibility.
There are obviously a number of options available. But I think we need to
open up that area and take a close look at what may possibly take place as a
result of a Heritage Savings Trust Fund investment.

In terms of church leaders, I have documented support from Alberta church
leaders for the concept as well as the Catholic Women's League. A number of
other organizations have said they believe we need an organization of some
nature to deal with the fast moving, complicated area of social obligations in
our community and helping the family to try to stay together and be
strengthened and support it. 1In that respect, I'd only say that I think the
Menber for Bonnyville has correctly identified the purpose of the
recommendation. I hope members would vote according to that statement and to
the facilitating nature of the recommendation, rather than any preconceived
ideas reazrding an institute, or research, or dimensions of that nature.

MR CHAIRMAN: The gquestion on the proposed Recommendation No. 19. Those in
favor? Those against? The recommendation is defeated.

Perhaps we can now return to proposed Recommendation No. 18 by the Member
for Little Bouw.

MR R SPEAKER: Thank you, Mr. Chairman. I believe the recommendation is fairly
straightforward. It just is a way of looking at better financial
accountability in terms of the heritage fund.

MR KNAAK: I think the recommendation has considerable merit. I guess the only
thing that would have to be addressed in any such recommendation: whether we
should shou the future intended expenditure be reflected in constant dollars
or in current dollars. The way we do things in government, we state
everything in constant dollars, and by the time it comes around to6 spending
them, they're in current dollars, and it sounds like the price went up
twofold. It did, but in current dollars. I just wonder if the Member for
Little Bow could just clarify that aspect of the recommendation.

MR R SPEAKER: Whichever way is the most accommodating; if it's current
dollars, that's fine with me.

MR CHAIRMAN: Perhaps we can see what comes out in discussion, and see which
way will work out.
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MR PAHL: I just want to indicate we were on this one in previous years, and I
think it was agreed to by the committee. On the same point, I would suggest
that perhaps the reading might be "a total budgetary [estimate] for the
program™. I think, generally speaking, when a project is committed there is
some estimate, and maybe it's a reminder. It addresses the same problem
Member for Edmonton Whitemud spoke to.

MR CHAIRMAN: Well, we have the difficulty of which do we wish to . . . Dol
take it from the Member for Little Bow he's agreeable to putting something in
there to define which kind of dollars we use?

MR R SPEAKER: I wonder whether the word "estimate” in the place of "figure”
met the requirements of the hon. Member for Edmonton Whitemud.

MR KNAAK: It could be "a total budgetary [estimate in constant dollars] for
the progranm”.

MR CHAIRMAN: With that amendment, are there any other members who wish to
discuss the subject? I can put it to a vote. Those in favor of the amended
Recommendation 18? It's unanimous.

Proposed Recommendation No. 20, the Member for Calgary Currie.

MR D ANDERSON: Mr. Chairman, I'll admit this recommendation is not my own. It
results from last year's discussions on this topic or on the topic of a
gerontological institute. I've merely made some wording changes. I believe
we should again recommend, as this committee did last year, that we establish
some organization, an institute, to deal with the aging population. I think
we're all aware that the average age of Albertans is now higher than it's ever
been in the history of mankind. That's true of the world at large. MHe're
going to be faced with increasing economic ramifications of the increasing
average age of people, and of how to deal with the difficulties they
encounter. One of those is the private pension plan schemes as well as the
public pension plan schemes. With those few comments, I would just refer
members to last vear's discussions on this topic and the passage of the
recommendation, recommended by Mr. Magee last year.

MR R SPEAKER: Mr. Chairman, my concern would be that it's more an operational
kind of budget we're looking at here, and rather than through the heritage
- fund, support it through the general budget of the province.

MR D ANDERSON: Mr. Chairman, along with the former resolution, I would see an
endoument fund set aside to deal with such an institute, as with the Alberta
foundation for medical research, therefore no long—term drain on our operating
budget. I too would have concerns if we had to deal with long-term operating
problems, but an endoument set aside specifically for that purpose, and funded
only through that means, I think would deal with that difficulty in the long
term.

MR PAHL: Mr. Chairman, I'm just looking at last year's recommendations. The

one I see that I think the hon. Member for Calgary Currie is referring to

reads: It is recommended that consideration be given to a feasibility study

done in co-operation with the Kerby Centre in Calgary to consider the

possibility of establishing a gerontological research centre for Albertans.
Is that the one?
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MR D ANDERSON: I don't have them in front of me.

MR PAHL: It didn't quite seem to be the same. If the member wanted to restate
that one, if there hasn't been consideration given to that recommendation, I
would support it. But I'm not sure we're quite at the stage of establishing
an institute. I'd like to find the other recommendation if I could, and I
will.

MRS FYFE: Mr. Chairman, I hav: the same concern about this one as I did about
the previous one. I'm certainly not arguing against assistance to the aging
and identifying problems on the aging. But I agree with the Member for Little
Bow, I think it is moxre of a budgetary item out of general revenue. If we
start classifying each segment of our society and set it up with a separate
endowment fund -- if you are following that same type of philosophy and look
at the long-term medical research which undoubtedly is some precedent -~ then
look at different segments of our population such as the infants and early
childhood sector, the school-aged, the adolescent, the middle-aged, the senior
citizens, mental health and the physical areas, we get into a very large
proliferation. MWe can then get into areas related to careers. I think it
could go on and on.

My biggest concern is that this not become a shopping list for specific
areas; that we deal with the capital works division very, very carefully
before recommendations are approved in this committee. I think this is an
item that can certainly be dealt with through our regular budgetary process.

MR KNAAK: Mr. Chairman, I've mentioned this before. _Some of the real
difficulties I have in this committee are that I agree with some of the ideas
and t*hey're good ones, but I can't see how they can possibly be justified as
appropriate expenditures out of the Heritage Savings Trust Fund. Ublhenever I
see a recommendation, I ask myself this question: should the current taxpaver
-- and now I'm not talking about the recommendations, I'm talking about
whether it should come out of the trust fund or not. A lot of us are thinking
that the trust fund is pile of money belonging to no one, and the opposition
primarily believes it belongs to this generation. I heard the leader of the
Social Credit Party sayving on some radio station that his thrust is going to
be how to spend the trust fund in this generation. Well this Legislature, and
I've said this before, has supported and endorsed the concept that the trust
fund is for our children, our future generations, for their benefit. We are
spending 70 per cent. This generation is spending 70 per cent of the
exhaustible resource revenues.

With respect to this particular problem of thé aging population, the way
this is written:

An institute on aging be established to advise on the problems of an
aging population and its effect upon the economy of the province.

It seems to me that either the department of economics in Edmonton, Calgary,
or Lethbridge could do a study on it and gquite thoroughly advise this
government on what kind of problems to anticipate with respect to the economic
problems. There are a lot of social problems also involved with the aging of
peoplc. Now this aging process has continued for as long as mankind has been
in existence, and this isn't all that new. In terms of the average age
getting older, it's just a temporary phenomenon while the post-war baby boon
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is working its way through the life cycle, to the extent that our children
have children that will soon change. .

My point again is that I hope we as a committee don't transform into
suggesting all our good ideas be funded out of the Heritage Savings Trust
Fund. I would really like to begin supporting some of them. But because I
feel so strongly about the concept of saving 30 per cent of the exhaustible
resource revenues for our children, again I have to vote against this one,
primarily for that reason. It should come out of current funding. There's no
need for an endowment. A study should be done, but it doesn't have to be a
continually funded endowment. One major study will do the job. It should
come out of current budgeting.

MR LITTLE: Mr. Chairman, I doubt very much if any other member of the
committee has more understanding or more empathy of the problem of the aged
than I have. It's a privilege extended to few. But I have some problems, so
I'd like to pose some questions to the member proposing the recommendation.
The first one, that "an institute on aging be established"; how does this co-
ordinate with the efforts of the Senior Citizens Council of Alberta?
Incidentally, I tnink a great deal more can be accomplished by volunteer
organizations in these areas, especially if they have a great deal of input
from the aged, than anything funded or run by government.

The second concern I have is this portion pertaining to "portability of
private pension schemes™. I believe most of the pension schemes in our
society today are private schemes. 1 certainly support the idea of
portability. It would make life a lot more interesting for a great number of
people, i1f pensions could be portable. But I just don't understand how any
recommendations of this committee or, for that matter, legislation by this
governmert could control portability of private pension schemes.

MR NOTLEY: Mr. Chairman, I just want to say that basically the gist of this
recommendation is similar to a recommendation I received during my public
hearings by the Alberta Council on Aging. Their recommendation was the
establishment of an institute of gerontology for the province. Their proposal
was that there in fact be an endowument created and the interest from that
endowment would be used on a yearly basis to operate the institute. Their
proposal would see the institute looking into essentially the same areas as 1
understand the hon. Member for Calgary Currie has identified, although they
--did-not -specifically mention the question of the portability of px;vate
pension schemes.

The whole question of the impact on a province of a population that is
gradually growing older is surely going to have a rather significant impact in
~terms of our public decisions. MWe're going to clearly have to keep that in
mind when we look at such things as auxiliary beds and nursing home beds. The
kinds of decisions we have to make in terms of ongoing public commitments over
the next 20 years or so have to- be related to the k;nd of useful information
that this kind of institute could provide.

So I think it has a good deal of merit. I just wanted to indicate that, as
I understand it, the Alberta Council on Aging has formally proposed it.
According to Mr. Bishop, the president of the council, there has been some
discussion now with the Department of Social Services and Community Health. I
believe the member from Whitemud indicated that this is the kind of thing that
should be financed from ongoing revenue. One could make that case, but I
think you could also make the case, as the Alberta Council on Aging does, that
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vou set aside an endowment and make funds available from that endoument for
this kind of institute.

MR D ANDERSON: Mr. Chairman, just briefly to answer the questions from the
Member for Calgary McCall. I think Mr. Notley dealt with some of that. The
Council on Aging was involved in the original study, the preliminary group
looking at a gerontological institute, and did recommend that that be moved
forward; in fact, has in some detail put together proposals for a possible
institute that might be considered. I would agree with his contention that
volunteer organizations provide a great deal of what's needed and that any
such institute would be able to help facilitate those groups, rather than
replace them in any sense.

The other guestion was dealing with the portability of private pensions.

I'm far from an expert in that area, but there are some places in the southern
States, as well as in Europe, from some reading I have done, that have shoun
methods through which such portability can be achieved, at least to one degree
or another. I would hope that such an institute would look at that itenm.
Although, I wouldn't see that particular aspect as being the only one, or even
the prime one, of such an institute.

In dealing with the comments from the Member for Edmonton Whitemud, I would
just like to emphasize again that through the capital projects division we
obviously have the part of the fund that we consciously, as a Legislature, set
aside the ability to invest in the future well-being of Albertans without a
dollar return on investment, but rather with a return that's less tangible in
our community. We've done that through the variety of ways we've all
discussed. But this investment would do that through dealing with the
problems the generation now here, as well as several to follow, will be facing
as a result of a very unique gituation in the history of the world, in terms
of the impact of aging on the community, and how we might deal specifically
with problems of people who are aging, but also of the society as a whole. I
think in that regard it certainly fits in as well as the foundation for
medical research or several other project with the goals of the Heritage
Savings Trust Fund. )

I would just underline again that it's my belief quite sincerely that we've
got to look at not just the physical well-being but the impact that growth has
had on people, be they aging or otherwise, in our community, and have to look
at the kind of investments we need for a long-term stability of our society.
This is one means by which I think we can move in that direction.

MR CHAIRMAN: Those in favor of Recommendation No. 207

MR PAHL: Mr. Chairman, may I ask the Member for Calgary Currie whether he
could clarify the point about the earlier recommendation. That seems to be
the only one I can find that was passed by the committee last time around,
with respect to the Kerby Centre. In that context, could he indicate what
progress has been made on the recommendation of the committee last year before -
we vote on this one?

MR D ANDERSON: Well, I'd be glad to answer the latter question. I'm a bit
baffled by the former one as well since the member has shown me the
recommendations from last year, and I can't find the one I had seen.
Nonetheless, apart from that, the progress that has been made in this area as
a whole relates to my answer to the Member for Calgary McCall. There has been
a committee established. It has worked very closely with the Minister of
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Social Services and Community Health. It has made certain recommendations,
and the department was in the midst of considering those recommendations and
svaluating them. I would therefore see all of that preliminary work as being
quite beneficial in terms of this committee's vote, I'm speaking hopefully, to
facilitate a move ahead in that area. Much of the ground work has already
been completed.

MR SINDLINGER: Just for clarification, Mr. Chairman, the recommendation read
by Mr. Pahl was one submitted by myself last year for consideration. But in
my absence, it was proposed by Mr. Magee, I believe.

MR CHAIRMAN: In the Provincial Treasurer's response document in regard to last
year's recommendations, his response is: the concept of establishing such a
research centre in Alberta is currently under review by our Social Services
and Community Health Department.

With that information, can we have a vote on proposed Recommendation No. 207?

MR KNAAK: [inaudible] already being done outside the trust fund [inaudible].

MR CHAIRMAN: The answer is that the concept of establishing such a research
centre is currently under review by Social Services and Community Health. The
concept is under review outside the trust fund. If they decide if they should
have it, whether it will come to the trust fund for the capital costs, is of
course not decided as yet.

MR PAHL: Mr. Chairman, if I understand properly then, we really haven't had a
full response -- ves; no; we like it; we don't like it <~ to last year's
recommendation in this regard. I guess what concerns me is it seems to me
with Recommendation No. 20 that we're sort of going bevond the recommendation
we made last year that it be considered, and moving with the addition of
pension schemes, which to me is a pretty important section all on its own, and
could well stand on its own as an ad hoc activity of departments. I'm a
little concerned that, without criticizing the intent of this, if we support
this recommendation again, we have done it really without the benefit of the
results of our last recommendation. I see us in a hiatus in this one, in that
we are not very well prepared to respond to this recommendation until we know
how our previous recommendation was handled. I would have some concern about
this recommendation-in-that context.

MR D ANDERSON: Mr. Chairman, I think the point made by Mr. Pahl is a good one.
In part, the recommendation was facilitated by the fact that we hadn't had a
response. When the Premier appeared before this committee, I specifically
asked him about this section and received a response that didn't indicate a
decision in one direction or another. I guess what I am attempting to do with
this recommendation is suggest a decision that might be made.

MR CHAIRMAN: Those in favor of proposed Recommendation No. 20? Those against?
The proposed recommendation is defeated.
Proposed Recommendation No. 21, the Member for Calgary Buffalo.

MR SINDLINGER: Mr. Chairman, this recommendation reads as follows:

AHSTF expenditures as opposed to financial investments should be
reconsidered in order to give a higher priority to social matters
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such as education, health care and the handicapped -- especially in
rural areas.

During the lunch break, an observation made to me by one of the members of
the committee was that if we take into account all the recommendations we're
making here, the expenditures would exceed the size of the fund. It's also
been observed by government members that most of the fund is comnitted now to
long-term instruments.

So I think the discussion of this particular recommendation will give us an
opportunity to express the committee's feelings about expenditures and the
priority given to various ones. Perhaps when we complete this list of
recommendations, we might give some thought to ranking or priorizing those
recommendations which we wish to pass on to the government.

I'1l just leave it at that for the consideration of the members.

MR PAHL: Mr. Chairman, I would like to strongly support the recommendation of
the hon. Member for Calgary Buffalo that we in some way priorize our
recommendations, once we have sorted through all of them. MWe are really
discussing each of them in their right in isolation. That point is very well
taken.

Speaking to the specific recommendation, I think the recommendation has
really hit at the heart of whether the Alberta Heritage Savings Trust Fund is
a spending fund or a savings and investment fund. I find that it would
address rather not to what the Alberta Heritage Savings Trust Fund is expended
upon but the ratio of contributions of our non-renewable resource revenue into
it. MWhat it's really arguing for is a change in the 70:30 split. I would
oppose a change in that split, in effect, in responding to the recommendation.

MRS FYFE: Mr. Chairman, while I agree with some of the concept put foruward in
this resolution, I find it is extremely general. In areas such as housing,
for example, which I consider a social program, maybe others don't. The
context within which I take the words "especially in the rural areas", does
that mean priority over the urban areas? It is extremely vague. I don't feel
comfortable with supporting it, certainly in its present form.

MR KNAAK: Mr. Chairman, I guess this, as Mr. Pahl put it, fits into my 70:30
speech that 1 gave last week. But the problem with the resolution, aside from
that -- and I agree with Mr. Pahl's point, that's really the issue, do we put
- less than 30 per cent in the Heritage Savings Trust Fund, and do we use that
for additional social programs? I'm not quite sure if the resolution is
intended to say:

The AHSTF expenditures as opposed to financial investments should be
reconsidered in order give a higher priority to social matters

Does that mean expenditure out of the Heritage Savings Trust Fund should be
given higher priority to social matters or that the government expenditure
should give a higher priority to social matters? If it's the latter, I would
respectfully submit that the province of Alberta has one of the most expensive
and most advanced social programs, education and health care programs, and one
for the handicapped. I don't deny there's always something more that can be
done. But at this point in time, the province of Alberta has the highest per
capita expenditure in every one of those itenms listed.
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I ask again, should the future generation be paying for this? Or should we,
the current generation who already benefit so significantly from those
exhaustible resource revenues, carry some of the load and begin to pay our
way? Do we always have to take it from the future generation? This again is
exactly that point. I'm robbing my children to be more well off myself. I've
said before, if as a collective society in Alberta we want to spend more as a
government, let me know, I'll be happy to pay more taxes. I guess I'm really
asking Mr. Sindlinger: is he recommending we tax Albertans more to expand
programs, or do we rob our future children of the trust fund to spend today?

MR NOTLEY: Mr. Chairman, when we look at the present portfolio, for example
the capital projects division, we certainly see a good number of investments
which could be characterized as expenditures. It becomes very much a value
judgment as to whether or not some of these things should be in a capital
works project under the heritage trust fund, or whether they should be
financed from the ongoing revenues of the aovernment of Alberta. I think, as
much as possible, we should be shifting our responsibility for ongoing
programs on the general tax base of the province. That's one of the reasons I
think it's so important to use the trust fund for diversification. It is a
tax base we create from diversification that will give us an opportunity to
provide ongoing:social programs down the road, when we have the oil, and when
we don't have the oil. But we have to have the tax base, and that tax base
can only be built as we diversify the economy. :

I think there's another point, and it's useful that we discuss it at this
stage, Mr. Chairman. As we look at a recommendation such as this, we not only
can examine it from the portfolio we have now but we have to look at the $64%
billion that will be coming in over the next five vears, and what percentage
of that $64 billion should in fact go into the Heritage Savings Trust Fund.
Should it be 30 per cent? Should it be increased to 40 per cent? Should it
be a revenue-sharing arrangement with the municipalities, as they asked from
Calgary a few days ago. Those are the kinds of gquestions we're prbbably.going
to have to address as a committee, if we're going to be relevant to what we
know will be there -- at least what we're told will be there from both levels
of government.

There's no question in my mind that there has be a higher priority given to
social matters: clearly education, health care, and the handicapped,
especially in the rural areas. One needn’'t get into a long discussion about
that. We can talk about the'programs that -are available, but few of us would
seriously argue that we can't in fact and shouldn't do more-in—these areas,
especially in the rural areas. The question to me is whether or not that
should come from a lower amount going into the heritage trust fund or whether
it should come from a reassessment of the tax base in this province, and
finance that as the ongoing responsibilities of government.

My own preference is the greater emphasis I would see placed on these
programs -~ apart from research programs, because I think research programs
where you have special endouwments set up and use the interest to do certain-
things, a human resources research council, for example. I won't go into that
again, but it is important that we sort of bring together that kind of
research so we're not fragmenting what we're doing, running off in different
directions, a piecemeal approach. But having said that, in terms of the
operating costs of whatever program is available, as much as possible, I think
that should be financed from the ongoing revenues of government as opposed to
the Heritage Savings Trust Fund. I would even see some of the things in the
capital works budget, to be quite frank, shifted over. I think they do



-392-

represent ongoing costs of government. My personal inclination is that, while
I see the need for greater emphasis in these programs, they should be financed
from ongoing revenues of government. The principal objective of the trust
fund should be to diversify and strengthen the economy so that we have
something to base our yield on down the road.

I don't think I can support the resolution the way it's worded at the
moment. But I think it is a useful thing to debate, because over the next
five vears clearly we have to come to grips with what percentage of the $64
billion is relevant to go into that trust fund. My personal view is that
perhaps we could look at moving that from 30 per cent to 40 per cent over the
next five years; if not immediately, then over a period of time.

MR R SPEAKER: Mr. Chairman, in terms of the wording here, I don't think I can
support it, but just a comment. On the basis of social investments in schools
-- specialized schools are good for 50 years; hospitals are good for 50 years,
more than one generation, more than the present generation; facilities for the
handiczpped, more than one generation; homes, more than one generation. I
would see -- in terms of the $64 billion, the portion thereof that will
supplement both the trust fund and general revenue -- a greater emphasis
placed on that kind of investment, rather than on some of the mega-investments
we're making through the fund or even large sums of money lent to other
provinces. The résolution, as I see it here, is a tool through which we can
discuss some of the future directions of the fund and some of the new
responsibilities I think we have to take on as legislators.

MR D ANDERSON: Mr. Chairman, I think most of the remarks I would make have
been made. I'd just like to say again, though, that -- while as is obvious by
the two recommendations I presented to the committee ~- I believe there is a
need for investments in some areas that might be termed social, although
that's always a difficult texrm to define. I would agree with what has been
indicated: in this recommendation there is no indication of the long-term
benefits for future Albertans, and no indication as to whether or not it would
deal with capital costs, at the moment appropriately defined through the
capital projects division, or whether it would deal with ongoing costs, which
would confuse it considerably with the General Revenue Fund.

In addition to that, I guess that while I certainly believe that in rural
areas there is a need, I would be reluctant to support "especially in rural
areas", since a good number of the social problems we're facing are in Calgary
and Edmonton as well. I think there's a case to be made for both rural and
urban programs which, as the Member for Edmonton Whitemud pointed out, is -
being done to a fair extent compared to any other province through the General
Revenue Fund. I don't think this recommendation would fall in line with the
intent of the Heritage Savings Trust Fund.

MR SINDLINGER: Mr. Chairman, first of all, thanks to the members for their
comments.

The only point I'd like to make is that when I put this recommendation doun,
when I was talking about "AHSTF expenditures”, I was not directing it towards
the 70:30 split we now have, funds coming from the non-renewable resources.

The number 6% billion has been presented. It's true that the Alberta
government will receive about 6% billion over the next five vears from the
recently consummated energy deal, but only 30 per cent of that will go into
the fund. If you take 30 per cent roughly of 64 plus roughly the 10 that's
there today, there will be about 30 billion in the fund over the next five
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vears. Then again, since I'm dealing with expenditures, it's the capital
projects division, which is limited to 20 per cent of the fund. You take 20
per cent of that and you're looking at about $6 billion. So there will be $6

' billion over the next five years that will be allocated to the capital
projects division. The intent of this recommendation was simply to provide
some guideline for the investment of that $6 billion. I don't know if the
point was made or not. Discussion centred around the fact that we could spend
all that $6 billion in just one tar sands plant. Indeed, the government did
offer to spend $7 billion at one time on a tar sands plant. So consideration
has to be given to priorizing expenditures in the capital projects division.

MR CHAIRMAN: Before we have the vote, there's just one comment. The 20 per
cent is an upward limit on the capital projects division. It's not an
-allocation.

If we can have the vote on proposed Recommendation No. 21. Those in favor?
Those against? The proposed recommendation is defeated. '

Having just been talking about the size of the capital projects division, if
we can go on to Recommendation No. 22, by the Member for St. Albert.

MRS FYFE: Mr. Chairman, there's one word omitted from this resolution. 1I'd
ask vour permission to have it included. That would be "A [lower] limit"
rather than "A limit".

MR CHAIRMAN: I'm sorry. That is a typographical gremlin again. I'm afraid
there wasn't timg to review these after they were typed up.

MRS FYFE: In speaking to the resolution, the capital projects division now has
a maximum of 20 per cent of the fund to be invested within the capital
projects division. I would like to refer to a comment from notes I took from
the consultants who were hired by the official opposition last year. The
official opposition invited us to attend a briefing session with these
consultants. One of the comments I wrote down at the time was: non-recurring
revenues should finance non-recurring social and economic impact areas.

That's a comment I really agree with. I think we have to always keep that in
mind that, as a bench mark when looking at the capital projects division, we
have to ensure it's not something that can be financed through the ordinary
process; that any projects approved in this division come about solely because
of our wealth and resources in this province, which other areas are not as
fortunate as Alberta to have.

After the first five years of the fund, approximately 12 per cent of the
fund is now invested in the capital projects division. I appreciate that when
the fund was established there were no bench marks as far as what would be the
actual amount to be spent. I think within the 12 per cent range is a
reasonable figure. I would not like to see us move much further than that 12
per cent. As the fund grous, and it will grow, as others have made comments
this afternoon, so will the amount of money in the capital projects. I think
we should certainly refrain from ever sayving, well, we must be looking at
spending all our 20 per cent and get to the point where we're simply looking
for projects to approve. Maybe that's a little idealistic, but I'm just
concerned that we not go any further in that mentality of just looking at
. areas where we can possibly just get rid of this money. As we know, one of
the greatest problems we have in communicating is that the fund mostly is
invested in long-term types of investment, and is not available for short-
ternm.
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After a five-year experience, we are at approximately 12 per cent. I did
not put a specific on it, because I think there should be some freedom. I
certainly, personally, would like to see a maximum of a 15 per cent limit put
on the capital projects division, although I'm not intending to submit that as
part of the resolution.

With some of the recommendations that have come out this afternoon and other
days we've been discussing the report there are some very good ideas, there's
no doubt., I think it's because members of this committee spend a lot of time
going through material, receiving comment, and making submissions. We should
refer those recommendations to the appropriate ministers for consideration in
general revenue, so that a lot of the ideas that have come forward aren't
simply lost, but they are considered. Part of the budgetary process is to set
priorities. Values change, our society changes, economics change, and we have
to continually review. That's certainly the essence of budgeting: trying to
set your priorities based on those other factors.

I believe we have to be extremely prudent in the recommendations this
committee puts forward for the capital projects division. But, because we are
significantly under the 20 per cent, I think now the five years' experience
does give us that bench mark. I would like to see that that limit be removed
and that programs that are appropriate be considered through the general
revenue expenditures and not set aside in the capital projects.

MR PAHL: Mr. Chairman, if I understand the rationale, the recommendation
should read:

A louwer [upper] limit be set on the size of capital projects
division as a total percentage of the total AHSTF.

MRS FYFE: Yes, I agree.

MR PAHL: I would certainly accept my colleague's comments with respect to what
the operating experience has been. However, when I look again at the purpose
of the capital projects division, it's for the purpose of making investments
in projects which will provide long-term economic or social benefits to the
people of Alberta, but which will not by their nature yield a return to the
trust fund.

Certainly that area of the Heritage Savings Trust Fund is, to me, the area
where we have such a great opportunity to do those things that are not
possible by any other administration in anv other context in history. I would
feel it is better to have a cushion there than to not. The investments we're
making now could very well move another 8 per cent. I would hate to put an
artificial ceiling on the area that to me has the most excitement, in terms of
being able to do truly innovative things: the 0il Sands Technology and
Research Authority, the Farming for the Future, the nursery. I would almost '
challenge the member to say which of the capital projects division investments
would you not have. In other words, there is a suggestion here that we're
setting a limitation. I would be reluctant to set a lower upper limit until I
perceived diminishing benefits to the capital projects division, in terms of
an overall -- and it's not a precise costs/benefit, but it's one of societal
assessment of benefits. .

I support the ongoing concern. I understand the drive of the trend, but I'm
pretty comfortable with the 20 per cent.
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MR NOTLEY: Mr. Chairman, I sympathize with some of the points Mrs. Fyfe made.
I think many of the present investments could in fact be transferred; for
example, Fish Creek Park, Capital City Recreation Park. If we've got a parks
capital works program, then it should come under the normal capital works
program of the parks in this province. Two examples come to my mind; one
could argue about it -- library development is first rate, but surely library
development is an ongoing operation of government. We don't need the heritage
trust fund for that. That's something that should be an ongoing commitment of
government. So there are certain things that could appropriately be
transferred to the ongoing costs of government without spending a lot of time
arguing over each one.

The concern I have with this proposal, however, is not related to the
arguments Mrs. Fyfe put forward, which I think have a good deal of merit. The
concern is that this is the one section of the fund subject to legislative
control: prior approval by the Legislature. Ulle now have up to 20 per cent,
which is the maximum; that is, up to 20 per cent can be determined by the
Legislature on a prior approval basis. If we move this back to 8 per cent, 10
per cent, 12 per cent, or whatever the case may be, what we've done is
surrendered to the cabinet, to the investméent committee, a significant power,
it seems to me, in terms of the allocation of this trust fund. For that
reason, I have sone real concerns with it.

Frankly, if we had a different approach to allocation of funds; for example,
somewhere to our neighboring province of Saskatchewan, where decisions have to
be made by the Legislature on a prior basis, then I think we could take a
second look at whether we indeed need a capital works division. I think we
can actually look at that question of whether or not it should be there at
all, or whether those kinds of useful investments or expenditures -- call it
what you will, but we're not going to get any money back, we can't really sell
any of these things -- shouldn't in fact be committed to the capital works
budget of the province on an ongoing basis the same way roads are, the same
way our billion dollar hospital program is. It's all there, all useful
investment, but all made by the capital works budget of the operating income
of the province.

So, my concern about it is not related to the original concept =- I think
there's some real merit in that -- but rather the question of legislative
control, whether it's prior decision or not. I would hate to see us
relinquish what would in fact be the control over a potential of 8 per cent of
the trust fund.

MR R SPEAKER: Mr. Chairman, my point was the very same. Under a change like
this, and under the present day circumstances, 88 per cent, in terms of dollar
value, in terms of decision-making, is made by the cabinet of this government.
Ke are able to look at a little dribble here of 12 per cent and feel we're
really part of allocating the fund. 1I'd hate to see that any lower.

Secondly, I really feel that, in talking to Albertans, they would like to
see us place a greater emphasis on the capital projects division and meet some
of their community needs at the present time, in terms of hospitals, roads,
some very basic things that we could do through the capital divisions project.
That isn't expenditure. That's in terms of investment for a long period of
time. There's a great pressure out there for that right now. So I see this
area even increased rather than decreased.

MRS FYFE: Mr. Chairman, I'd just respond to the question asked by the member
from Mill Woods. He asked me which project I would not have. I don't think
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that's particularly relevant when only 12 per cent of the fund is spent now in
the capital projects division. 1I'm proposing that that is the bench mark that
has been established over the last five years. I think it's a reasonable one,
one that has provided some very worth-while projects that, as I said, would
not have been approved within this province otherwise. They would not have
come out of general revenue, or from a sales taxation, or from a gasoline tax,
or from all the other areas where provincial governments in other parts of
this country get their revenue. There are some extremely worth-while
projects, but I do think we have established a norm, and we can look at a more
realistic figure.

The comments made by the Member for Little Bow suggesting we should be
looking at more investments in roads and hospitals and day to day work: I
think that negates the total concept of the fund. As I mentioned in comments
last time attending this meeting, in hospital expenditure, it only takes two
and a half vears to equal the capital investment. Every time a hospital is
built, ‘every time a capital project is built, whether it comes from the
general revenue, wherever it comes from, that ongoing expense to the budget is
the same. I think it would be extremely foolish and not very prudent to
approve ongoing operating types of budgets. It certainly goes against the
comments that came from that member's party recommendations to us last year.

With that, I rest my case.

MR CHAIRMAN: Those in favor of proposed Recommendation No. 22?7 Those against?
The recommendation is defeated.

Proposed Recommendation No. 23, put forward by the Member for Little Bow and
the Member for St. Albert.

MR R SPEAKER: The intent of the resolution is to distinguish between what
could be classed as an expenditure from the Heritage Savings Trust Fund and
that which is an investment or becomes an asset to the fund. That's basically
what our intent is there. Just a clarification, a bettexr definition.

MRS FYFE: My concern in the accounting is that we have an ongoing accounting
problem. I certainly appreciate why the present system was incorporated into
the legislation, as how do you provide a value on a number of the areas that
were invested out of the capital works projects, but also what happens in the
ongoing, the long-term, related to the hopper cars, for example, or the
airport terminal buildings when those are no longer in operation. UWhat
mecnanism do we have to remove them from the balance sheet? The money was
spent, yes.

I think it's even fair enough to continue to have that same expenditure
listed in addition to the funds that are invested, but I think it gives a
rather false impreséion to the citizens who have some difficulty dealing with
this. I put myself in that same category. Anytime you get over a smaller
amount of money, it's very difficult to comprehend. What does $1 million
mean? Well, maybe there are enough millionaires around now that people
understand that now. But what does $1 billion mean, $10 billion? Those are
very difficult figures to comprehend. I think that to include these figures
on the amount that was invested originally causes us a lot of difficulty in
communicating it. I would like to see it set out in a way that firstly, there
may be a mechanism to depreciate or to devalue those things that are on an
ongoing basis. If vou're in a business, you can depreciate capital cost
equipment that you put into your manufacturing operation. It has a certain
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value the first year. I think that in some of these programs we're going to
have to look at that type of depreciation.

Now, for projects such as a hospital that may have to be replaced, that
certainly falls into a different category than a park development that will
probably be there for hundreds of years. I do think we have to find an ansuwer
to that problem.

MR PAHL: Mr. Chairman, I note that last year's report had a recommendation
that spoke to that: !

That the Heritage Savings Trust Fund Act be amended to remove the
provision that deemed assets constitute a portion of the Fund. Such
removal would then assure that the accumulated Fund reflects only
such monies and assets that can reasonably be used by the Government
of Alberta to fund future budgetary requirements.

I would just indicate my support for the recommendation made last year, and
wonder why the two members who made the recommendation this year . . . Are
they trving to say something different from what is reflected in the committee
recommendation of last vear, which I would fully support? I think there is a
case to be made for having expenditures reported in the fund in some way. But
I think there's a very strong case to make sure that those elements of the
fund that cannot be, if you will, cashed in and spent be reflected as well.
I'm just a little confused as to whether the same intent is there or whether
there some changes in the words that mean more than I can read into them.

MR SINDLINGER: Mr. Chairman, I'd just like to point out also that the Auditor
General has made a similar recommendation.

MRS FYFE: I believe that the response we received from the Provincial
Treasurer was reason why we should continue in the same procedure. As far as
I'm concerned, this is just emphasizing again, supporting the resolution that
was put in last vear, and asking once again that consideration be given to
this concept.

MR CHAIRMAN: Those in favor of proposed Recommendation No. 23? It's
unanimous, I guess.
Proposed Recommendation No. 2%, the Member for Spi;it River-?airvieu.

MR NOTLEY: Recommendation No. 2% is a proposal which came to me during my
public hearings from the president of the Alberta Union of Provincial
Employees. It's a straightforuard proposal which would sugdest that instead
of leasing buildings for public purposes, we in fact expand our provincial
buildings and have direct ownership. At the present time, we have a mix of
both public and private ownership. The position of the Alberta Union of
Public Employees was and is that this kind of investment in real estate would
be a prudent one because the real estate market has been strong in the
province, and it would provide the kind of facilities necessary for employees
of the government, but in a way where the appreciation as a result of real
estate values would go to the people of Alberta as opposed to whoever the
developexr of private buildings may be.

So it was brought to me during the course of my hearings in Edmonton, and it
is a recommendation from the Alberta union. It is one that I support and
propose to the committee.
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MRS FYFE: Mr. Chairman, I ran into this problem when I served as a member of a
local health unit board, whereby the legislation at the time read that a
health unit could purchase a building but could not borrow the money to do so.
It causes some considerable problems as a board trying to provide appropriate
space for the programs under our jurisdiction. I would see that this
racommendation would cause us a great deal of grief, particularly in the
smaller communities that have experienced growth, for programming applied in
these communities happens rather quickly.

I go back to the health units as an example. If it's desirable for that
unit to own their own building and they have sufficient time to plan it, there
nay be some real advantages in ownership of the building, which would be
public ownership. But on the other hand, in areas where there is a moving
population and there is no long-term program set out, there could be
tremendous advantages in leasing or renting space from the private real estate
owner. T would see that this would totally negate the objectives of providing
a system that is flexible and allow us to acquire space that best suits the
needs of the various dspartments and the programs throughout the province.

MR FJORDBOTTEN: Mr. Chairman, I have some concern about that particular
recommendation coming to the heritage fund committee. It would seem to me
it's not really part of it. I guess the question I would have is that the
percentage of buildings that we are now using that are publicly owned or
leased, are we leasing half, and do we own half? Is it less than half? If I
could look at it in the extent that mavbe we could increase the percentage we
own. I doubt if we could ever get to 100 per cent. But I have a question
-about that. Does anyone have any idea on it? '

MR CHAIRMAN: I have some very basic figures, which are at the moment about 40
per cent owned, about 60 per cent leased. But there is a considerable change
coming with the federal public building coming, I think in the relatively near
future, which will make gquite a significant change. I think there are 300,000
square feet in the federal public building.

MR PAHL: Mr. Chairman, I could support part of this recommendation without the
editorializing in the earlier part of the recommendation. I think there is
some merit in this recommendation that the investment committee consider,
where practical, investment in required new public buildings so that the long-
term rent costs, and there is a saw off between renting and leasing that the
Member for Macleod addressed. '

The other point that I would say moves in favor of an amended recommendation
in this regard is that the government constructs its own buildings, or ouwns
~its own buildings, in effect. MWe then have the opportunity to incorporate the
earliest and, if you will, the best pay-out design in terms of energy
efficiency because the present imperatives of private construction tend to
short-change what would be rational long-term investments in energy
conservation because they're looking at rather short-term pay outs. I reject
the philosophical bias in the recommendation, but I support the practical
intent for two reasons: one, avoidance of long, long-term renting; secondly,
the opportunity to incorporate energy efficient design into public buildings.

MR KNAAK: Mr. Chairman, I can see that this kind of recommendation would
appear to have some benefits to the government in that if it's profitable for
a private developer to build a building, it must be profitable for government
to build a building, especially when it's leasing it to itself. This is a
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temptation that we should resist if we are a private-enterprise party and a
private-enterprise government, because it has a logical extension and the
gquestion always is: where do you stop? It makes sense to drill oil wells and
sell gasoline. Does that mean that the government should go into the oil and
gas well business and then manufacture its own gasoline for its own vehicles,
and we certainly have enough of them. We use a lot of pencils in the
government . . . [interjection] It is funny. . . . and a lot of paper. Do
we start manufacturing our own paper and pencils? It goes on and on. Before
vou know it, without trying too hard we've transferred a basically free-
enterprise party and government into one that's quite a bit less so.

In the principle here is another principle I strongly support, and I think
we as a government have strongly supported; that is, where possible you hire
by way of contract services you’neqd. especially when theyv're temporary rather
than permanent, rather than hiring additional employees. That's to maintain
as large a private sector as possible. So even though I can see the possible
justification for some ouwnership of buildings, I guess in this particular case
I would just restrain myself from getting into the business of ownership of
buildings and let the private sector carry on with what they've always been
doing. )

In terms of conservation of energy, it's always possible for a government to
specify the kind of building they want built on their behalf. If you want to
prelease and plan far enough ahead, a developer will build a building the way
it's specified. :

MR NOTLEY: Mr. Chairman, I should just point out to several of the hon.
members who have taken part that AUPE recognized some of the problems with
respect to smaller communities. I don't think the suggestion was that it
would stop the practice, because I think there are going to be times when it's
just not possible to do anything else, admittedly. Perhaps someone else might
want to move an amendment, but by striking out everything after "offices" --
and we'll take out all the editorial comment here, and that's fair enough -~
up to "Instead" and inserting:

be replaced where possible with a program of public ownership of
real estate employed for public purposes, funded by the AHSTF in the
interest of having the appreciation of such real estate benefit the
Alberta public at large.

Khat that would do is strike out:

which amounts to subsidizing the accrual of capital gains consequent
on the development of the Alberta economy in the hands of private
developers be terminated.

In other words, it would "be replaced where possible with" to recognize the
problems one is occasionally going to encounter where in X community it may be
necessary to rent for a while, although as a representative from rural
Alberta, I can testify that there is no real community I've ever heard of that
would not jump at the chance of having a provincial building, Crown-owned or
not, as a substitute to somebody renting a building. One of the first things
vou get from every touwn council is: we want our provincial building. forthwith.

MR CHAIRMAN: Could I just have the proposed amendment again? What would come
after "The present practice of leasing real estate™?
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MR NOTLEY:

The present practicz of leasing real estate for government offices
be replaced where possible with a program of public ownership of
real estate employed for public purposes, funded by the AHSTF in the
interest of having the appreciation of such real estate benefit the
Alberta public at large.

That's the only thing that's necessary. ". . . and the Fund be commenced" is
not necessary. So that would get the idea across and eliminate any of the
argument for it one way or the other.

MRS FYFE: Would that now mean that the Heritage Savings Trust Fund would be
paying for provincial buildings?

MR CHAIRMAN: I think what it would mean is that all government buildings would
"be funded by the Alberta Heritage Savings Trust Fund, as it now reads.

MRS FYFE: [Inaudible]
MR CHAIRMAN: Was that a question or a rhetorical question?
MRS FYFE: A real question.

MR NOTLEY: Mr. Chairman, I think the point AUPE makes -- and it's a good one
-- is that investment in real estate is a good, strong investment and is the
kind of investment that would result in a considerable appreciation to the
public, owned by the Heritage Savings Trust Fund.

MRS FYFE: Mr. Chairman, I now would like to make a comment, if I could. We
invest in a lot of areas in senior citizens' buildings and a lot of different
areas where we put money into it, but I think that has very little to do with
the investments of the fund per se. The long-term benefits to the fund have
to be considesred. I would certainly support a concept of developing public
buildings in Alberta communities, where possible. But I look at the other
side ¢f this coin and even with some flexibility, if our move or direction was
one whereby we would move to build a provincial building, I can see the
situation where programs would not move into a community unless a provincial
building were there. They would perhaps move into other communities.

I can give a very specific example relating to the decentralization of the
Social Services and Community Health programs into the city of St. Albert.
They used to be served out of a west Edmonton regional centre, which caused a
lot of problems to residents requiring services from that department. Those
programs have been accommodated very nicely in leased space over a period of
time, which probably has a fair degree of cost to the Department of Housing
and Public Works but certainly has been most beneficial to the people in the
community. Now, that has nothing to do with the fact of not supporting the
development of a provincial building, but there are areas where it takes tinme
for population growth and need to support a provincial building per se.

If it were a very general statement saying that we would like to encourage
the development of provincially owned buildings for ‘government programs as
opposed to leasing, I could support that, but I'm not supporting the
resolution as it is worded.
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MR CHAIRMAN: Any further comments or questions? Proposed Recommendation No.
24.. Those in favor? Those against? The proposed recommendation is defeated.
Proposed Recommendation No. 25, the Member for Spirit River-Fairview.

MR NOTLEY: Recommendation No. 25 comes from another organization in the
province, the Canadian Union of Public Employees, and is a recommendation that
the private nursing homes in the province be acquired. This would undoubtedly
not be an investment from the Alberta investment division but from the capital
works division, although it's not specifically spelled ocut in the
recommendation.

I guess it's a philosophical question that we could spend a lot of time on.
Perhaps suffice it to say that I think that if funds can be made available, as
we have, for some of the other capital works projects, which certainly are
useful, ensuring that nursing home facilities in the province be the best
possible and under the non-profit principle, in my judgment is valid. I
suspect that asking some of my colleagues to make that philosophical leap is
unlikely; therefore, I would not bet the family farm on the success of this
recommendation but would place it before the committee none the less.

MR ISLEY: Mr. Chairman, I'd like to comment on and ask for clarification on
two points. First of all, I find it difficult to accept that this is where
the heritage fund should be spending its moneys. To me, that would be like
saying that we should acquire ownership of all hospitals. If I were convinced
that we should be moving in this direction, I would say it should be coming-
from general revenue. Secondly, the way this is worded it would appear to me
that there is an implication that senior citizens are getting better treatment
at lower cost where government ownership and operation occurs. I would ask if
the mover of this recommendation has any evidence to substantiate that
implication.

MR NOTLEY: Mr. Chairman, [inaudible] respond to that question. You nmust
remember that this particular recommendation comes from the Canadian Union of
Public Employees, who undertook a workers' inquiry into the operation of
nursing homes and, to the hon. Member for Bonnyville, indeed came up with just
that conclusion that in fact there was a good deal of concern, in that union's
view, with the operation of the private nursing homes. It was their unanimous
conclusion that the services made available to senior citizens in the public
or non-profit nursing homes were superior. 5o I don't have that report
immediately handy, but I certainly have it in my office and I'd be glad to
share it with any member who'd like to review it.

With respect to the question of general revenue, certainly public ownership
of nursing homes could be financed from the general revenue of the province.
That's certainly possible. On the other hand, it could be financed from the
Heritage Savings Trust Fund. MHe're not talking about acquiring ownership of
public nursing homes; we're talking about acquiring ownership of private
nursing homes. MWe already have the example of substantial investments in
health facilities. The University Health Sciences Centre, the children's
hospital, the cancer centre are three major examples of investments in that
field. So, Mr. Chairman, that would be my response to the hon. member's
questions.

MR ISLEY: Yes, I have two concerns here. First, I don't think my question was
addressed. I understood the hon. member to say that the Canadian Union of
Public Employees conducted a study and concluded that the way they favored was
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better. I would somewhat question the bias of such a study. My question
basically was: do we have evidence that better treatment at lower cost is
being given in the public institutions? i

My second concern, Mr. Chairman, is that I didn't feel I was here to debate
the presidents of CUPE or AUPE. I think we each get our position on this
committee from being elected by the public of this province, and I would
submit that a member who brings forth a recommendation should be bringing it
from his own background and research as opposed to someone else's.

MR NOTLEY: Mr. Chairman, I don't think I can let that remark go unchallenged.
The fact of the matter is that these submissions came to me during the course
of my hearings. I felt sufficiently strongly about both this recommendation
and the one preceding it to sponsor them in my ouwn name. So it not only comes
from the two organizations that I have indicated originated the idea but also
from myself.

With respect to the workers' inquiry, I would just suggest to the hon.
member that I'll make available a copy of the workers' inquiry and he can
judge for himself whether or not it's biased. I have read it and come to the
conclusion that it makes a telling case for public ownership. He'll have to
make that judgment himself, and I'll be glad to supply him with a copy of it.

MRS FYFE: Mr. Chairman, I think we have to look at some basic principles
related to this reccumendation. First, the care of our elderly persons in our
society used to be nearly the sole responsibility of the family as opposed to
any other agencies being involved. As we have changed our values, many
families do not now wish to accept the responsibility for aged members of
their family and look to other areas for this type of care.

Now, & number of different types of nursing homes have been established, and
the provincial government retains the responsibility for licensing and some
review of the homes' operation. I'm sure all members of this committee are
aware that a rather detailed study is presently being carried on related to
nursing homes. I think that's probably going to be a rather important study
for members of this Assembly who, in future provincial expenditures, will then
look at whether we should be continuing in the direction where a good portion
of public moneys are going into the development of nursing home beds.

On the other hand, this resolution would, I assume, preclude non-profit
homes such as nursing homes that have been built and sponsored by various
church organizations or the private nursing home that may develop a higher
standard of care for individuals who wish to pay for that type of care. In my
mind, it is important that we have a basic standard of level of care for our
elderly so there are not misfortunes or, as this motion seems to set forward,
situations where people are profiteering on the ills of our seniors. I don't
think any of us would agree with that comment, and that certainly is an
editorialized comment.

On the other hand, can we preclude the privately sponsored or owned homes
that may serve a different purpose; may serve a different need? And is it
really the responsibility of this committee to recommend that trust fund
moneys would go into acquiring homes. MWhy would vou want to make that type of
investment? Mould it not be better, if the need is there, to establish out of
our regular budgetary process beds for our seniors needing them within the
respective comnunities across our province? It seems to me that would be a
very poor investment, one we should certainly be looking at general revenue,
and probably much better if we do it with more information than we have at
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this point in time. We should look at those types of needs when the study is
completed.

MR CHAIRMAN: Question. Those in favor of proposed Recommendation No. 257
Those against? The proposed recommendation is defeated.

The last seven recommendations under the capital projects division are by
the Member for Calgary Buffalo. Perhaps we could proceed to Recommendation
No..1 under the Alberta investment division. The members for Edmonton Mill
Woods and Bonnyville.

MR PAHL: Mr. Chairman, the recommendation reads:

Subject to the development of a suitable mechanism or program and
subject to appropriate safeguards, such as risk pooling of
investments, AHSTF monies should be made available to provide
venture capital to Alberta businesses.

I think that responds in part to the first recommendation that was amended
under my name and the name of the hon. Leader of the Opposition. I can't find
it right now, but it reads that the investment committee explore innovative
ways in which to make Heritage Savings Trust Fund revenue directly available
to assist Albertans in participating in strengthening and diversifying of the
Alberta econonmy. :

I think it is fairly well recognized that diversification of the Alberta
econony is not going to be an easy thing. We have certain strengths and are
building on those strengths; however, we have some shortfalls. One of the
shortfalls has been identified as a shortage of risk or deep-pocket capital
for entering new ventures. One of the strengths Alberta as a province has to
offset that is the Heritage Savings Trust Fund, which represents a financial
strength that, with the proper safeguards, my colleague from Bonnyville and I
feel could be overcome if the appropriate venture capital mechanism were put
in place.

MR ISLEY: Mr. Chairman, I think the hon. Member for Edmonton Mill MWoods has
covered it very well. All I would say is that I strongly support a move in
this direction, because I feel that if we're going to diversify our economy,
if we're going to get new industries, we're going to have to look at unique
incentives. I'll save any other comments until we close the debate.

MR R SPEAKER: Mr. Chairman, I didn't really have a comment on it, but in
principle I would support the concept of investments like this.

MR D ANDERSON: Mr. Chairman, I'm going to reluctantly vote for this
recommendation. I say "reluctantly”" because I always have caveats on any
involvement which could get this government into an equity position with
companies. I say that because I still am of the philosophy that government is
responsible for trying to achieve the goals that the people of the province
want it to achieve and that, as trite as this remark might sound, business is
best capable of managing programs. I realize that this particular
recommendation attempts to encourage business in certain areas, but any time
we get involved with the market place in emphasizing one aspect or attempting
to encourage those dimensions which aren't naturally encouraged by the market
place, I worry.
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The reason I'm going to support the recommendation is that I feel that in
moving towards diversification, towards trying to encourage the small Alberta.
business man to invest and bring forth those ideas which will put us on a
stable footing in future years, this kind of thing is necessary. But I would
emphasize that in forwarding this to the investment committee, we underline
the first two phrases, "Subject to the development of a suitable mechanism or
program and subject to appropriate safeguards”, and that we stand by those all
the way through the implementation of this kind of program, should it proceed
from the investment committee or the lLegislature directly. So I'm in support
of it, but I put on my normal caveats in any sort of venture that would get us
into potential equity positions with companies or the market place in general.

MR NOTLEY: Mr. Chairman, I just have a couple of questions here. I was out
for a moment when the hon. member spoke, so perhaps you answered these
questions. What do you mean by "a suitable mechanism™? Are we going to have
a specific agency set up to handle venture capital, or will it be done through
the Department of Economic Development? Are we looking at the Alberta
Opportunity Company playving a role? What thoughts have both members given to
what is a suitable mechanism?

The second question is with respect to venture capital investments. You
talk about risk pooling of investments. Houwever, what will happen to the
venture capital? Will that be held in the name of the heritage trust fund?

In other words, if $1 million in made available to X company, would that be
written off as an incentive similar to the old federal incentives program
under DREE? What's the arrangement here? What are we looking at? Or in fact
would we be taking a percentage of the business equal to whatever that advance
of venture capital is? Those are two questions I have.

MR PAHL: Mr. Chairman, perhaps I could respond with my own biases. My concern
about a suitable mechanism or program is that when governments traditionally
txry to facilitate economic development, they generally don't do it very well.
So it would seem to me that something has to be set up that would allow the
decisions to provide venture :capital to Alberta businesses that have some
merit of succeeding would have to be at arm's length from the political
process. '

By the same token, the process or mechanism has to be mindful of the fact
that public funds are being placed in the market place, so the organization
has to have sufficient credibility that it is not seen to be a pork barrel or
a boondoggle oxr however many words you want to apply to it. It has to be
credible in the sense that it is run in a businesslike way without undue
govarnment interference but in a way that the risk is acceptable to the
taxpayer, in effect. ‘

I think one of the alternatives and one of the proposals that was recently
outlined in the Foster report would be a model. I haven't gone through that
in great detail, but it addresses the need to deliver venture capital in a way
that is professional and businesslike, yet also runs an acceptable portfolio
so the spectacular successes can offset the spectacular failures. In the
normal course of events, you'd expect both to occur.

So I can't address the mechanism or safeguards with any degree of precision
at the moment, but I think it's generally understood in the literature that
has been put foruward on this and, using the Foster report as one example, that
it would be along the lines I suggested. )

MR NOTLEY: Where would the [inaudible] of the venture capital rest?
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MR PAHL: Mr. Chairman, I wouldn't have a lot of problems with where it rested.
I would suggest that some sort of endowment of a board or an authority, much
the same as the Medical Research Foundation, would be an appropriate arm's
length from the Heritage Savings Trust Fund. Obviously, the benefit accruing
from such a mechanism would be in terms of return on investment to Albertans.
But more important, I submit, are the spinoffs and benefit to the whole
2conomy of having viable businesses, probably at frontier technology., where
the private sector would take the idea beyond the seed capital. That's where
the benefits would flow. I don't perceive the benefits being a great return
on invested capital necessarily by the Heritage Savings Trust Fund, although I
would expect it to earn a respectable rate of return. The benefit is in
creating new business and therefore creating new jobs and the multiplier
effects from that. So the ownership is a concern with respect to return on
investment for public funds than it is to see as a high profit.

MR NOTLEY: But the ownership would be vested in the Crown? In other woxds,
venture capital that goes to X, Y, or Z business would find that that venture
capital, whatever it may be, would in fact be participation by the Crown in
that company. In the case of public companies, would there be share related
to that? Houw would that be handled? )

MR- PAHL: 1 would feel that your point is quite correct in initial instances.
But because of the very nature of a risk-taking activity, we would need to
make sure that we did not permanently place the Crown or government, if you
will, into the structure and decision-making of a corporation. So I would
hope that the venture capital mechanism could be structured so that the-
venture capital initially put in by the Crown, if you will, would be very
quickly paid off, returned, at some rate of return to be reinvested by the
Crown, if you will, in other activities. So I don't see a long, ongoing
investment by government or the Crown, if you will, in the venture capital
mechanism, because the very nature of it is speculative at the early stages,
the start-up, not in the long term.

MR NOTLEY: Do vou see it being written off in the form of a grant?

MR PAHL: By the very nature of venture capital, I don't see a lot of it being
written off. I see some of it being lost.

MR ISLEY: Mr. Chairman, I suppose my caveat on this is that what we're looking
for is ways of putting capital out there for new ventures, not for getting in
and competing with established manufacturing operations or industries. So my
reason for supporting this is to try to get some funds forward so we can get a
thrust into new industry, higher technology industry, things of higher risk
that may require an incentive to conme.

As far as the mechanism for handling it is concerned, I've been subject to
discussions on a variety of them, one being that we encourage the development
of a series of mercantile banks which would borrow funds from the Heritage
Savings Trust Fund, pool those funds with their own funds, and be the supplier
of venture capital. 11 suppose that's what we're touching on when we talk
about risk pooling. Another way I believe it could work is for the Crown to
take a landlord position on facilities in which a new industry or
manufacturing firm had to operate. In other words, we step in and be a
landlord, build the facility and lease it to the new industry. I suppose a
third way would be a direct equity position. I would hope that once those who
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understand financing better than I do put a package together, it probably will
be flexible to include all three of those, with other possible ways of
injecting that capital.

MR CHAIRMAN: Any more remarks? Can we have the vote on the proposed Alberta
investment division Recommendation No. 1? Did I miss somebody? The Member
for Edmonton Belmont.

MR MACK: Mr. Chairman, I support the proposal, with perhaps raising some
caveat or guard in the unstated portion of the proposal. I refer to the
suitable mechanism. I think it's fair to say that failure without having
identified whether it will be heritage trust fund venture capital on a 60:40,
70:30, or 75:25, where the heritage fund will carry the lesser number and the
private investor the larger number =- the failure without the consequence of
public accountability certainly would give me some concern. I support the
concept. I think that where we can assist, particularly in the area of
diversifying our economy in areas other than the established areas, there is a
tremendous amount of merit. But I would raise the concern that it should be
done on a basis of ensuring that the failure is minimized, or at least
safequards are taken so that failures are minimized as much as possible.

MR CHAIRMAN: The vote on proposed Recommendation No. 1. Those in favor? It's
unanimous.

I think we should nouw adjourn until 9:30 on the 19th.

The meeting adjourned at 3°55 p.m.



