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The House met at 8 p.m.

ORDERS OF THE DAY
(Continued)

COMMITTEE OF SUPPLY
(Concurrent Sections)

INDUSTRY, TRADE AND TOURISM

Mr. Deputy Chairperson (Ben Sveinson): Good
evening. Will the Committee of Supply please come to
order.

The committee will be resuming consideration of the
Estimates of the Department of Industry and Tourism.

When the committee last sat it had been considering
item 3.(a)(1) on page 99 of the Estimates book and on
page 35 of the yellow supplement book.

Mr. Tim Sale (Crescentwood): The minister cited
some statistics in regard to tourism. I would be very
interested in trading numbers, because I am quoting
from StatsCan International Travel catalogue 66-001P
March 1995 received June 12, '95.

It shows in the first quarter of '95 a small gain in
automobile visits from the United States, actually in the
month of March '95, but in the first quarter it shows a
fall of 5.2 percent, first quarter over first quarter, and a
total reduction of 1.5 percent, not that those are big
numbers but they are clearly different from the
numbers that the minister was putting on the record.

So I would like to just table this and see if these
numbers are in some way not representative of what the
minister was quoting from, not that I think they are
horribly bad, but they do not indicate an improvement
year over year.

Hon. James Downey (Minister of Industry, Trade
and Tourism): The numbers I had quoted were '94
over '93 of a 10 percent increase in the United States.
Those are the numbers that I was quoting from.

Mr. Sale: You would confirm these numbers that the
most recent quarter shows a slight reduction, certainly
not an improvement.

Mr. Downey: I will not confirm them until I have an
opportunity to have the department give me a response.
I will do that.

Mr. Sale: Could I ask the minister? There is quite a
section on the role of tourism services in promoting
Winnipeg as a site for major meetings, conventions,
events. It has puzzled us.

It has puzzled me why the-I do not know—it almost
seems like a forced choice of The Forks as a site for the
new entertainment complex when the one reason for
coming downtown would be to make the Convention
Centre viable for more major events, not that I am in
favour of an arena there, but if we are going to have
one anyway, I wonder what the rationale is for not
getting some synergy between the Convention Centre
and the arena which could clearly then put us in the
major leagues of being able to host the largest events
when we are now on a tier just below that where we
cannot host the really big events, at least in one site.

Mr. Downey: I guess, at the outset, as far as I can see,
I cannot see where the member has given any evidence
that that in fact would be the case. I do not have any
statistics that would in fact—or any numbers that would
demonstrate, even though there would be two facilities,
that we would not be able to host major attractions,
even though location of the entertainment complex is
not that far away.

What would give him to believe that there would be
an inability to host major functions, even though they
are not directly connected?

Mr. Sale: Well, I do not want to get into an
unproductive exchange on this. I am really wondering
whether there were any data that showed that it did not
make a difference. I would just say on the face of it,
the access to hotels, the access to the skywalk system,
the downtown shopping and the fact that you could use
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the arena and the Convention Centre efficiently
together, I am sure the minister has been to many more
big conferences than I have, but I have been to a few
and when you have to travel between sites for parts of
the event—even though it is only probably perhaps in
the order of a kilometre or slightly less—that makes very
inefficient scheduling and makes it more difficult.

I do not have any hard evidence-I do not think
anybody does—but I wondered why the easy choice of
The Forks as opposed to the Convention Centre which
at least would have some rationale for strengthening the
downtown.

Mr. Downey: I am sure we could get into a prolonged
debate as to the pros and cons of, first of all, coming
downtown at all, and that was certainly an issue that
was debated. There are those who would feel it should
not be downtown, that it would be better in an outlying
area. I guess, basically, it was based on the final
decisions of the people through MEC, I believe it was,
in their work to bring it to the stage it is at, and that was
the conclusion which they came to.

I think there is also a cost factor which benefits the
current site that has been determined. I do not have the
specifics on that. The Minister of Finance (Mr.
Stefanson) would be better asked that. But I think that
there is a cost benefit to where it currently is being
proposed.

*(2010)

Mr. Sale: I say again in a nonpartisan way to the
minister that if those data were made available and they
were in any sense persuasive, I suspect people would
have less trouble with a decision, but there has been an
unwillingness to publish the Coopers & Lybrand report
and the underlying data, the Lavalin Report, which
undergirded that study.

So far as I am aware, there are no data in the public
sector that suggest that either the Convention Centre or
The Forks is superior to the other or that give any
reasons for either site in a cost-benefit sense. So, if
such data are available or could be made available, I
am sure we would be really happy to study it.

A small question before we move on to the next.
Partly by happenstance and partly because I asked
myself, I watched some very frustrated tourists in the
front of the building here. They were Americans and,
like many people, they had come and seen the tourist
info sign and were enjoying the beautiful building and
they asked for a map of the city. The person said, oh,
we do not have maps of the city here. I said, that is
really weird; why would we not have maps of the city
here? He was loath to tell me specifically, but he said
that there had been some kind of kafuffle over who had
access to what maps and maybe City Hall wanted
people to go down there to get their city maps, so they
would go to City Hall.

It seems to me these are the kinds of silly little things
that annoy visitors. The guide was very polite and
handled the people very nicely and suggested that the
maps were available at the tourist information centre at
The Forks. Again, that is not good business to say to
people, well, yes, you are in a tourist information
centre, but you are not in the right tourist information
centre. You have to go to The Forks.

Would the minister undertake to look into that silly
little problem and see if we can have a comprehensive
Winnipeg and environs promotion awareness in the
Leg? It certainly should be province-wide, as well, but
I understand that there is some minor altercation
between the city and somebody on this issue.

Mr. Downey: I thank the member for raising it. It
seems pretty petty to me. Everybody who is working
in tourism should be promoting all parts and regions of
the province and it should not be a matter of sending
people to another system. All material should be
available at all stations and all points promoting city,
promoting province, promoting all the different events.

I can appreciate the member's concern and we will be
finding out what the difficulty is.

Mr. Sale: Thank you very much. I would appreciate
that. If the minister could let me know as soon as he
can sort it out, it would dissuade me from raising it in
the House. I would rather not do that, because it is one
of the smaller items in the universe.
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I am sure the minister's staff and the minister are
aware of the Canadian Tourism Research Institute and
the travel outlook. Is the 1995 travel outlook out?

Mr. Downey: We will have to check for the
honourable member.

Mr. Sale: Thank you. If it is out, I have not seen it
yet. I have only the '94. I noticed in their Manitoba
outlook for '94, they felt the travel activity will grow at
rates slightly below the national average. I wondered
whether that was, in fact, the experience in '94 in an
overall sense.

Mr. Downey: We will get that information for the
member.

Mr. Deputy Chairperson: 3.(a) Tourism Initiatives
(1) Tourism Services and Special Projects (a) Salaries
and Employee Benefits $631,300—pass; (b) Other
Expenditures $625,800—pass.

(2) Marketing and Promotions (a) Salaries and
Employee Benefits $490,500—pass; (b) Other
Expenditures $3,022,400-pass; (c) Grants $75,000
—pass.

(3) Tourism Development (a) Salaries and Employee
Benefits $426,600-pass; (b) Other Expenditures
$277,400—pass.

(4) Canada-Manitoba Partnership Agreement in
Tourism (a) Other Expenditures $7,100—pass; (b)
Grants $111,800—pass.

(5) Grant Assistance - Manitoba Horse Racing
Commission $3,394,000.

Mr. Sale: Mr. Chairperson, I note that the Liberal
member is here from St. Boniface, and this was an
issue during the election.

Are there any indications about whether the track
which was sold, I believe, essentially to the workers at
the track—what was the name of the group that bought
it?

An Honourable Member: The Jockey Club.

Mr. Sale: Pardon? The Jockey Club. Okay. I know
nothing about this area.

I am just asking the minister: Is it now on a firm
footing or is it still at the point where it is marginal and
at risk?

Mr. Downey: Mr. Chairman, I do not know why the
member made reference to the member for St. Boniface
(Mr. Gaudry) as it relates to the track. The track is not
anywhere near his riding. It may be closer to his
former leader—[inaudible] That might be what you are
referring to. '
An Honourable Member: That was what I was
referring to.

Mr. Downey: Oh, okay, I am a little slow tonight, and
other times.

Mr. Sale: Pass.

Mr. Deputy Chairperson: The honourable member
to complete his answer.

Mr. Downey: Pass.

Mr. Deputy Chairperson: (5) Grant Assistance -
Manitoba Horse Racing Commission $3,394,000—pass.

3.(b) Health Industry Development Initiative (1)
Salaries and Employee Benefits $484,200—pass; (2)
Other Expenditures $270,300—pass; (3) Grants
$750,000—pass.

(c) Aerospace Industries Development Initiative (1)
Salaries and Employee Benefits $274,300.

Mr. Sale: In this section, I wonder if you could just
bring us up to date in an overall sense. I want to talk
about the airport under this heading, I think we agreed
earlier that this was, at least, a reasonable place to do it.

Just so the minister does not feel that I am
sandbagging anybody, I have met with some staff of
the project and I met with the chair of the board of the
Winnipeg airport authority. I attended their meeting in
Winnipeg, downtown, a few weeks ago along with
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some members of the government side of the House,
specifically, the Minister of Labour (Mr. Toews). Is
the minister generally brought up to date on a regular
basis of the state of the negotiations with Canada?

Mr. Downey: I would have to say generally kept up,
but I will conclude that the staff are on a regular basis
kept up to speed.

Mr. Sale: Could I ask the minister whether there are
particular concerns that are of real concern to this
govemment, in terms of the way in which Canada is
handling the negotiations, the adequacy of their offers,
et cetera, in terms of how the process is going at
present?

Mr. Downey: I guess two points. Staff inform me
there are basically two concerns. One is the delay in
getting on with dealing with the agreement, and the
other are the demands which the federal Department of
Transport are placing on the local authorities in
accepting the airports. That is a general comment.

Mr. Sale: I have to be cautious here in asking
questions because apparently, and I am sure the
minister is aware of this, there is a confidentiality
agreement which is so onerous that some of the clauses
would appear to make it constitute a breach of the
agreement to reveal the clauses that are in the
agreement. It is a bizarrely complex agreement on
confidentiality. I am deeply troubled by that. I am
wondering how the minister is aware of it and how he
feels about it.

Mr. Downey: Well, again, dealing with a public
entity, it is a matter of trying to make sure that as much
as possible can be fully disclosed on any actions that
are taken, so I will have to further request comments
from the department as to the excessive—if that is what
I am getting from the member—confidentiality that is
being brought forward as part of the agreement.

Again, there has to be a certain amount of public
disclosure when public resources are being involved.

Mr. Sale: My understanding, Mr. Chairperson, and to
the minister, is that the data, for example, that are
supplied by Canada are not subject to verification; that

if the data are used and are found to be wrong, that is
our problem, not Canada's problem; that we have no
ability to put forward alternative cases. It is rather like
the fast-track proposal in the States, you either take
their proposal or you leave it, but there is no ability on
the part of this end to access the databases that are
available to verify whether or not the case that we are
being subjected to bears any relation to reality.

* (2020)

In fact, my understanding is that the first offer from
the federal government was so disconnected from
reality that the board simply refused it and sent it back,
but they were not in a position to verify it. They
simply were using their own instincts, I guess.

Mr. Downey: I guess the case the member has laid out
does not seem to be a reasonable approach in a system
where we would expect if a case were presented to an
authority from the federal government, and you should
take it or leave it seems somewhat not only heavy-
handed, just is not a traditional way of doing business
wherever you are coming from.

I will do an investigation, through the department, as
to in fact if this—I am not questioning him. I will verify
what he is saying if that is happening. I will attempt to
communicate with the federal minister the concerns
that are being raised and see if we can help resolve it.

I do believe the federal minister is of the mind to get
these agreements in place and to get it done. I do not
believe he is an individual who wants to drag these
things out for the sake of dragging them out so this may
be coming from an official's level. I will undertake to
communicate to the federal minister if in fact evidence
is demonstrated that this is the case.

Mr. Sale: Mr. Chairperson, I thank the minister for
that. May I just request that the minister be cautious in
how he raises this, because I do not want to jeopardize
the people who have shared the concern with me. I
think this is a terribly important issue for our future as
a city, and we need to resolve the process question.

I would also say to the minister that what happened,
what caused at least a chunk of the delay was the
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change in the federal govemment. The new
govemment came down with totally new, absolutely
new, requirements of the transfers.

Previous airports at Calgary and Vancouver, for
example, that were transferred under the idea that the
federal government would be no worse off after the
transfer than they would have been before. The new
regime requires that the federal govenment be paid a
profit on their lease from Day One of the transfer, that
this has to be profitable.

Well, in Winnipeg's case, that is a very severe
constraint and will likely require passenger tolls at the
gate, which I am sure you have paid in Vancouver and
Calgary-require tolls of a substantial level just to pay
the operating profit requirement let alone to do what
the tolls are really supposed to do, which is to pay for
new runways and infrastructure. I hope the minister
will take a real interest in this issue and will attempt to
get it on track in a way that does not wind up with us
holding a rather leaky bag.

Mr. Downey: I will proceed with caution.

Mr. Sale: I want to raise questions at some point, and
I am not sure where the right place to do it is around—it
has been on the back burner for a long time, but the
proposed potash development. Where would be
appropriate?

Mr. Downey: Any time.

Mr. Sale: Well, then, let us do it now. Can the
minister update the committee on the current status of
the long-term plan which may, or may not, result in a
potash mine in the Russell area?

Mr. Downey: I do not want to overstep my bounds,
but I will attempt to just give a brief overview. I do not
believe there is any funding that comes from the
Department of Industry, Trade and Tourism on this
project. It will fall more with the Department of
Energy and Mines. The specific details of it, I can
suggest that is where he gets his information.

However, I can just give a quick comment as it
relates to industrial development and have to say that,

as a department responsible for Industry, Trade and
Tourism, we are extremely anxious to see the project
proceed in the Russell area. I know there has been a
considerable amount of 3-D seismic work carried out,
a site location for the proposed shaft and considerable
work done as it relates to preliminary preparation.

I am also aware that potash values have improved
substantially with the improvement in the agriculture
prices throughout the world, and it has I think
encouraged the partners which we are involved with to
move as aggressively as possible to do it.

Again, the economics of it have to be there, and we
hope that is in fact within the reach of the industry. I
said at the outset, because of my previous knowledge
and my previous responsibilities in that department, I
have met with the partners of the province, a French
company, and the last time that I discussed with them,
there were indications that they were planning to
proceed as the market turned around and as the plans
unfolded on a normal basis.

So my feeling from Industry, Trade and Tourism is
it certainly is a major job creator; it is a major wealth
provider for the province and should be done on a
reasonably planned basis.

The details of any current situation would be more
appropriately asked in the Department of Energy and
Mines because they are actually the project leader as it
relates to the development.

Mr. Sale: I thank the minister for that background on
it. I do not remember whether we have done Energy
and Mines yet or not-I guess we have not, so we will
pursue that there.

Again, I think this illustrates why, if it were possible,
it would be good to pull together all of the industrial
development questions under one broad ministry that
has them in place, because the other area I wanted to
explore in regard to that was the degree to which
transportation might be at risk because of branch line
abandonment.

I do not know the exact site of the mine. I remember
it from a map, but I do not know it exactly. Isitona
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main line? As far as I recall, there is not a main line
through that point. It is a branch line.

Is the government concerned about this issue in terms
of the line that serves Russell and the surrounding area?

Mr. Downey: I am going by recollection, but I do not
think it is too far away from a main line.

Mr. Sale: I cannot recall the exact location, but it just
I think illustrates how important the overall
transportation strategy is in an industrial development
strategy. I think we would welcome a closer
integration of those strategies.

I want to ask some questions about a project. Here,
I do not in any way want to embarrass the Chair, but he
may want to make an observation on this from the
Chair because I believe that one of the signatories to
this is your brother. Am I right?

Mr. Deputy Chairperson: 1 am not sure what you are
talking about.

Mr. Sale: I am talking about Moosehorn Supply and
their request for support in terms of waste processing.

Mr. Deputy Chairperson: Just a comment from the
Chair and from the MLA for La Verendrye (Mr.
Sveinson), I do not know anything about the document
you have in your hand. I know my brother has been in
the Legislative Building a couple of times in the last
number of months, but that is what I know about it.

So you can proceed as you wish.

Mr. Sale: For the record, I am not in any way
suggesting that it is a problem, but I wanted—not
anybody to be sandbagged by the idea that your brother
is one of the signatories to this letter.

The company, Mr. Minister, is called Moosehorn
Supply. They have the Canadian rights to an American
waste-processing company called Swis Corporation. I
believe that Mr. Cummings has received this
information as Minister of Environment, but it is also
an industrial development proposal.

Very briefly, the proposal is to take waste at the
tipping site and do the separation of recyclables,
compostables and combustibles at the actual tipping
site and to manufacture a heavy condensed brick which
I guess would be like a peat brick probably, is what it
would look like, that could be burned in conventional
boilers as long as they had a fly-ash system.

Swis manages a plant like this in the States and will
shortly be opening a large plant. This company is
talking to Brandon and Portage la Prairie, but they have
not felt that they have gotten reasonable response from
the province. It may partly be because the WRAP
system, recycling program, is not fully sorted out yet.

But I wonder if the minister is aware of this proposal.
If he is not, then I would get them to supply him with
the information, but I would just see if his officials or
he recognizes it. I presume it might come in under
MIOP or MIRI.

Mr. Downey: The first comment is that I am sure, Mr.
Chairman, that-and you have clearly indicated—you
are not aware of this. I do say, though, I am sure that
if he is like his brother, he is a very fine gentleman.

To answer more directly, he may have had contact
with the Department of Rural Development, but I am
not aware from discussions with the staff-I do not
believe we have seen a copy of this proposal before.
However, we will have a discussion with the
Department of Rural Development and also the
Department of Environment to see at what stage it is at.
So if there is any assistance that might be able to be
brought forward to further help look at the project at
least, then we will discuss it with the other
departments.

* (2030)

Mr. Deputy Chairperson:
something further here.

I would like to say

I did not want it to sound like I did not know what
my brother was doing as far as the business was
concerned, okay. I did not know what this document,
and so on, was. That is all.

Fa
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Mr. Sale: I thank the minister for that. Could the
minister indicate who the right person to direct the
inquiry for Mr. Sexsmith and Mr. Sveinson would be?

Mr. Downey: Because it falls within an environmental
initiative, we would have it proceed to go to Valerie
Zinger who is the managing partner of the
environmental branch.

Mr. Sale: Of your department?
Mr. Downey: Yes.

Mr. Sale: Okay. I appreciate the minister directing
that.

Under the Canada-Manitoba Communications
Technology Research and Industry Development
Agreement, which must be one of the longest names on
record, could the minister indicate what that agreement
is covering and what the current state of the agreement
is? Is it a five-year, three-year?

Mr. Downey: It is a five-year program of which the
province has put $5 million forward and the federal
government have put $5 million forward?

Mr. Sale: What stage is the program at, what year and
what are its current goals and achievements?

Mr. Downey: We are in the final stages of the
agreement. We are in the last year of it at this
particular time—oh, I am sorry, it expires in '96, as I
have indicated. So it is in the final stages.

The objectives are to try and put forward a nucleus of
new technology as it relates to the whole
communications field, as it relates to—what are some of
the examples—new styles, methods of purchasing and
ordering for the general public, a matter of analysis of
the industry. It is also the funding for TR Labs which
is the major research component which falls within this
agreement.

I have to say that I think it has demonstrated some
fairly positive results. It also has the capability of
major industry capabilities which fall within this
agreement.

Mr. Sale: Is it anticipated that this will be renewed or
is this a one-time?

Mr. Downey: I think the member has probably heard
from the federal govemment the same message that we
have, that it does not look very hopeful for federal-
provincial agreements. The federal govemnment have
given notice that we not anticipate any new agreements
as per agreements like this.

We have indication that the tourism agreement
probably will not be re-entered into or a new one
developed. We are of the same feeling on this one,
although I am not aware of any official notification.
We are assuming, and one should not do that, but we
are assuming that with the manner in which the federal
government have been reducing funds to the provinces,
we are not expecting any great things to be carried on
as it relates to agreements like this.

Mr. Sale: I just, for the record, express my sadness
that that is the approach that this federal govemment is
taking. These are not costly agreements in an overall
sense, but they lever substantial improvement in the
knowledge base, they lever improvement in services,
and because Canada is involved, they cross-fertilize
from province to province and share help in that
dissemination of useful information across the country.
I am sorry that our federal government no longer sees
these kinds of things as priority activities in their
current state.

Could the minister explain—again my rookie lack of
knowledge here. What is TR Labs? What does it stand
for and what do they do?

Mr. Downey: Basically the work that is carried out
by TR Labs is to carry out work prior to
commercialization, precompetitive research work.

Before industries would spend a lot of capital
commitment to a new initiative, it is a joint effort
between industry and the federal-provincial
governments to try some of the technology before it
goes right into full commercial application. It removes
some of the risk as it relates to the investment that will
be expected. Basically, what it does is it also helps to
put in place building blocks for the telecommunications
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industry. We believe that it has carried out a very
meaningful role. In fact, I think it is leading the
industry in Manitoba, in the country, as it relates to
work that they have done.

Mr. Sale: This, too, Mr. Chairperson, is an area where
there is a great deal of potential for people tripping over
each other. I think of the critical role of distance
technologies for education at all levels, particularly
secondary and post-secondary, the potential in terms of
industry, the need for easy access to the various
databases that come through the Internet and other nets.
I take it that this must be more hardware-related in its
research, solid-state devices, switching devices. Is that
the sort of thing this is?

Mr. Downey: That is correct. I think it is a good
example of the government, industry and Academe
working together to produce the kinds of hardware that
will be needed in the whole telecommunications
industry. It is interesting some of the spin-off
technology that develops from the work they are doing
that can be applied, for example, in the agricultural
industry.

If he has the opportunity, I would suggest he should
tour TR Labs. It is certainly most enlightening as to the
work that they are doing.

Mr. Sale: Could the minister tell me whether MTS,
the telephone system, has a direct involvement in this?

Mr. Downey: The answer is yes.

Mr. Sale: Presumably, this area falls under this
ministry, but obviously there are at least four other
ministries that would have a direct interest here in
terms of the Minister responsible for the Telephone
System (Mr. Findlay) per se, the Minister of Education
(Mrs. MclIntosh), yourself. IfI think for a minute, there
is likely another major ministry. Agriculture may well
have an interest here.

Is there a mechanism or is this the mechanism for co-
ordinating the government's activity in this area?

Mr. Downey: The Department of Industry, Trade and
Tourism is the mechanism for the co-ordination.

Mr. Sale: You are the lead area.

I have another question, which may be in the wrong
place, Mr. Chairperson. Under the Environmental
Industries Development Initiative, does that initiative
have responsibility for the Hazardous Waste
Corporation?

Mr. Downey: The answer to that question is no, Mr.
Chairman.

Mr. Sale:
entirely?

That then is under Environment, is it,

Mr. Downey: The answer to that question is yes.

Mr. Sale: Thank you very much. The last item there
then is, does this group have anything to do with the
Hazardous Waste Corporation?

Mr. Downey: Not a direct relationship.

Mr. Sale: My colleague from Swan River has a couple
of questions under the agri-food area.

Ms. Rosann Wowchuk (Swan River): Mr. Chair, the
whole area of agri-food development and expansion to
value-added jobs for the agriculture industry is very
important as we have changes in the agricultural
industry right now. One of the areas of diversification
that has been talked about is the ethanol production. I
wonder whether this department has been looking at
expansion of the ethanol industry and whether there has
been work done to develop markets.

We see the initiative in the United States where they
are shifting over to more blending of ethanol, and we
hear that there are markets for that production. I would
like to ask the minister whether any research has been
done on that and what he sees as the potential for this
industry.

Mr. Downey: The answer to that question is yes.
There is a tremendous potential for that industry.

Ms. Wowchuk: There is ethanol being produced at the
present time at Minnedosa. Does the minister see any
expansion in the province, and where does he see the
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possibility of expansion of the ethanol industry in
Manitoba?

Mr. Downey: The answer is yes to that question. Isee
it taking place on the western side of the province.

Ms. Wowchuk: Mr. Chair, I do not know whether this
is the right place to ask this question. As the minister
well knows, there is an interest in ethanol production in
my part of the province, in the Swan River
constituency.

One of the things that this is hinging on is the
expansion of natural gas. We had a proposal put
forward by this government with the federal
government. Unfortunately, that proposal failed. It
probably failed in the minds of people in the area
because of some of the details of the agreement, the
high sign-up rate, a need for a 60 percent sign-up, and
as a result that requirement could not be met.

* (2040)

There are other parts of the province that are looking
for expansion of natural gas. Since the agreement with
Centra has not been successful in some areas, I wonder
if the minister can indicate what other options will be
available to communities such as the Swan River area
that are in desperate need of an alternate energy source.

There are other areas. I believe there was one in the
southern part of the province, maybe in the minister's
constituency, where the people were not able to meet
the requirements of that agreement, so it is going to
mean that if the government is sincere about expanding
natural gas, they are going to have to look at other
options. I wonder whether the minister could outline
what he proposes to do, or his government proposes to
do, in those areas where there is a need but the
agreement that was signed under the infrastructure
program was not satisfactory.

Also, since that agreement failed, is the money that
was in the infrastructure program for natural gas still
available if another program is designed?

Mr. Downey: [ have been holding back, Mr.
Chairman. I have to say I have been restraining myself.

The member has now gone and triggered-I feel a
speech coming on that I am going to have to give about
this whole ethanol business. I do appreciate the
questions. I will elaborate a little bit, first of all on the
ethanol industry and what in fact I believe can take
place.

First of all, Mr. Chairman, there have been several
organizations or companies, both locally and other
areas, actively looking at the potential for further
ethanol production in Manitoba.

I first of all should say, though, that I was pleased
between 1977 and 1981 to be part of a government that
brought in a measure which encouraged a plant at
Minnedosa that was, in fact, not operating any
longer-an old distillery and Mohawk Oil and Gas
corporation came along, and through planning and
commitment put forward the kind of capital needs that
were necessary to start up the plant at Minnedosa
known as Mohawk.

That has been in operation ever since. There has
been an incentive put forward by the Province of
Manitoba which encouraged that to take place. I was
pleased that the previous administration to ours did not
remove that, and of course it has maintained jobs and
using agricultural product to produce alcohol that you
drive not drink.

I would further suggest that some of the recent
changes in the U.S. have encouraged expansion of
ethanol operations in the U.S. I think some of the most
recent changes that have taken place in Canada in
Canadian law will further enhance ethanol production
in western Canada. Again, it has to be based on
demand. I understand that the demand continues to

grow.

I would invite or encourage anyone who is interested
in the kind of an overall program that supports
agriculture and also supports the consumer and also
supports clean environment, there is an operation at
Lanigan, Saskatchewan, where there are several
thousands of litres of ethanol produced.

The by-product of that ethanol, both the liquid and
the mash, goes into a several-thousand-head feedlot at
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the same location. It is owned basically by the
producers of that area, and it is quite an impressive
operation.

I should also say that there have been recent changes
at the Mohawk plant at Minnedosa where they have
introduced a new process where they extract some of
the higher-valued proteins off of the grains before they
use it for the alcohol production. That is now going
into cereal production for human consumption, which
adds further value to the grain that is being used.
Again, the product that is left is good for the production
of alcohol. After the alcohol is taken off, it again is
maintained or used for livestock feed. It is an excellent
process, and I think what they are doing at Mohawk
will show the way for other plants in Canada.

* (2050)

I should also state that one of the things you need in
a community to put a plant like that in place is access
to natural gas. The unfortunate thing in this country is
that we have not seen the expansion of natural gas to
communities, whether it is the Swan River Valley,
southwestern Manitoba, or in areas of South Central or
Interlake, in fact, there is no natural gas.

We have proceeded and it is basically being led by
the Department of Rural Development, because it is a
Rural Economic Development Initiative, one which we
saw as an opportunity to use the Canada-Manitoba
Infrastructure program working with Centra Gas.
Again, because some of these areas are somewhat
distant from current gas hook-ups in Manitoba, it
would take substantial amounts of resources to make
that connection.

To my knowledge, there have been some off-and-on
decisions made as it relates to southwestern Manitoba.
I know there is supposed to be a meeting in Killarney
tonight where the council are deciding whether they are
proceeding or whether they are not. It is my
understanding, as well, if they do not proceed that it, in
fact, could put in jeopardy that whole project.

Initially, if the member remembers, there were some
23 communities that were put forward under the
Infrastructure Agreement. I think with those that

decided not to proceed and go ahead, there were
something like 17 left, but in the interim another
community came forward under a co-op mechanism
known as Gladco, in the Gladstone-Austin area, that
are doing it a different way through the formation of a
co-op using infrastructure money and doing it based on
forming their own company, not using Centra Gas. So
there are basically a couple of alternatives that are out
there.

I, quite frankly, hope that they proceed. I think that
until you have a cheaper source of energy that you need
for ethanol production, that it just makes it impossible
for Swan River to have one. It makes it impossible for
southwestern Manitoba or any area that does not have
access to natural gas. So when you talk economic
development for these communities, the first thing you
have to do is put in the infrastructure and the kinds of
capabilities that would allow them to do that. Anything
you need that takes high energy usages, natural gas is
the most effective way.

I know in Dauphin, for example, they have an alfalfa
dehydrating plant. Without natural gas it could not
operate. We know that in Arborg they are proposing to
put in an alfalfa dehydrating plant. Without it, they
cannot move on it. So you are really in a position
without having natural gas service to these
communities, basically, unless they have another
source of energy—they have hydroelectricity but it is for
high usages and in these kinds of operations it just is
not competitive. I might as well be blunt about it. It
just cannot happen. So that is why the desire is to
move and put natural gas in.

As it relates to Swan River-and I think the most
recent situation is that they have been asked for a
business plan and asked for resolutions from their
communities to come forward. Again, Swan River is
not unlike the southwest part of the province. There
are alternatives as to bringing gas to Manitoba from
Saskatchewan. One of the problems there is that we
need National Energy Board authority and, again, it
costs money to bring it from Saskatchewan to
Manitoba. I think in Swan River's case it is something
like $2.3 million. In southwest Manitoba, it is in
excess of $4 million to $6 million. So it is a substantial
cost.
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The initial plan, I have to say, was that Saskatchewan
we thought were prepared to bring the gas to the border
without any initial cost. They put gas into Montana
and the National Energy Board said the people of
Saskatchewan could not subsidize putting gas into
another region. They could not back subsidize it into
Saskatchewan. That threw a curve ball at us in
Manitoba and Saskatchewan Energy TransGas decided
they would not proceed based on that ruling. Now that
maybe should be challenged. It is a consideration
which should be considered.

I say, particularly, though, in the meantime, Centra
Gas made a proposal to come from a northern hook-up
at the Rapid City position which would have
accomplished taking gas into the southwest corner.
Swan River, I believe, still would have to make an
agreement with Saskatchewan to bring the gas in.
There is a substantial cost to that, as well. The member
says if that fails, is there a way of which we can
maintain the infrastructure money. I think there is a
point at which there has to be a decision made as to
whether or not the project can proceed. If the
communities are not able to generate some support
locally and put money forward then it is pretty hard to
proceed.

Again, though, getting back to the question about
ethanol and developing more ethanol plants, it is
absolutely critical to have a gas line supply to do that.
One could make reference to other major energy users,
again, for further processing that has to take place.
You have to have the additional support for energy

supply.

I have been a very strong supporter all my political
years in trying to enhance and make sure rural
gasification is provided. I thought we were well down
the road. We know we will have some communities
signed, get it, because some of them have already
agreed to it. I think it was the southern part of the
province, I think Rosenfeld is it, that is going to get
hooked up. Several smaller communities in the central
region are in fact benefiting under the infrastructure
program and are proceeding.

Some of the larger cost areas are having some
difficulties, because the municipalities either feel they

cannot afford it or they do not see there is enough
economic benefit to do it, and there is controversy
within their own communities as to whether they
should proceed. I would hope, and I say this genuinely,
they could agree that at least they could see the benefits
because, to me, without it, it will be hard for those
communities to continue to grow and expand.

Ms. Wowchuk: Mr. Chair, the minister said that Swan
River would have to negotiate with Saskatchewan to
get that energy. I guess the question is: Is it not the
Manitoba government that would have to negotiate this
with the Saskatchewan government to get that energy
there, or is it, in fact, the community that would have to
do the negotiating?

Mr. Downey: Not necessarily the govemnment,
because if, for example, it were Centra that were doing
the project they would have to negotiate with the
TransGas hook-up in Saskatchewan. If the local
community set up a co-op to do it, it would have to be
that entity that would have to negotiate with TransGas.
Again, we have offered to help, to help encourage it to
happen. We have talked to the Saskatchewan
government. They know what our intentions are. They
know we would like to do it, but they have a Crown
corporation that is responsible for the delivery of gas.
It would be that Crown corporation that would be the
selling agency to the Manitoba corporation that was
going to deliver the gas in Manitoba.

Again, as far as movement of the product across the
border, it would take a National Energy Board approval
to actually do that. It should not be a problem. Where
the problem comes in is if they were going to deliver it
to the Manitoba border without charge to Manitobans
then they say that could cause a problem.

Let me just give you my feeling about the
development of the Trans-Canada Pipeline and what
went wrong, and it is easy to look back and be critical.
When the Trans-Canada Pipeline crossed Canada from
Alberta to give our good neighbours in Ontario natural
gas, | believe they should not have got a licence to do
it unless they put a complete lateral system in as they
moved across Manitoba. To me that would have been
a minuscule cost in relationship to the overall project,
and Manitoba would have developed at a very
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aggressive rate. Just certain communities were cherry
picked because they had greater populations and could
show greater profits, and that is why they got the gas to
start with.

I firmly believe that in issuing any licence to go
across Manitoba the national gas pipeline system
should have been required to put lateral lines in as they
were moving across the province. That is hindsight.
How do we do it now? That is, I would hope, a
common objective of the member for Swan River and
also members at this table.

Ms. Wowchuk: Certainly, all of us have said on both
sides of the House that if we are going to have
economic development in rural Manitoba we have to
have a cheaper energy source.

We talked about ethanol, and, again, I do not know
whether this is an area to ask this question about other
energy sources. But in Ontario there is a product where
they are looking at geothermal energy. Again, that
might come under Energy and Mines, but I want to ask
whether there has been any research done by industry
under this department to look at alternate energy
sources in other areas where you cannot get natural gas,
and whether this is a possible alternative as an energy
source that could help communities. Or, has any work
been done, and does the minister feel this is a viable
route that should be explored for an ultimate energy
source in areas where it appears difficult to get natural
gas?

*(2100)

Mr. Downey: The answer is yes. We have been in
discussion with certain companies looking at further
research capabilities in the whole geothermal activity,
particularly one company at this stage. They were
talking both to the province and to Manitoba Hydro and
we were looking at the development of a plant here. At
this point I can report that we have not had any positive
decisions to move ahead with it, although we have been
working on that kind of a project. I believe it is an
excellent alternative. In fact, we have seen a lot of
geothermal activity in the province through the private
sector. Right now people are putting in the heat-pump
systems for heating of their houses, for their livestock

facilities. Again, the initial cost is relatively steep, but
the long-term benefits are certainly, certainly there.

As far as generating large sources of energy for
production of an ethanol plant, it just is not there. You
could not produce enough energy in a form which
would generate enough heat to do it, to cook the grain,
that is, not to my knowledge and I am very limited.
There has been some work done on it, and there is
being some work done. I, quite frankly, would like to
see more extensive work done on it. I know that
Manitoba Hydro, in the discussions with us and this
company that was looking at Manitoba for further
expansion, could well have played a major role.

I thank the member for the question. Energy is
critical to the future development. Manitoba Hydro is
critical, and it is certainly the lowest cost power we
have available to us in many communities, but it just is
not low enough to compete with natural gas.

Ms. Wowchuk: This is the Agri-Food Industries
Development Initiative, and there is some $283,000
that is spent. Can the minister give some indication
how this money is spent? Are there labs in certain
areas where testing is done on agri-food or value-added
products for agriculture?

We talk about the value-added jobs that we really
have to get out of our agriculture products instead of
shipping everything out in the raw state as we are doing
now. So I would like some information as to, where is
this money spent and where is the research done?

Mr. Downey: The money that the member is referring
to basically falls into the category of salaries for people
working within the department and in that whole area
of further food processing and development of the agri-
food industry. The food test lab comes under EITC
which is based in Portage la Prairie, which is a major
piece of infrastructure and supporting mechanism to the
food industry.

I do not disagree with the member. For example,
what we are seeing happening particularly in the potato
industry-that is a major growth sector which we
believe will continue to grow and expand. In the pulse
crop industry, whether it is cleaning, processing or
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packaging of pulse crops, we believe will it will be
another tremendous growth area because the Asian,
South American and Mexican markets are opening up
at a very rapid pace.

In the whole area of crushing of oilseeds particularly,
we have two very successful oilseed crushing plants in
which we hope we would see expansions in that area as
freight costs for raw product go on the producers.
There will be alternatives that will be looked at, so we
will be shipping more finished product rather than raw
product.

I would hope that we could further see the
enhancement of pasta processing because of the
restrictions that are being placed by the Americans on
the movement of durum wheat. I am upset that they do
not want to have our durum wheat, but if we have to
turn the durum wheat into pasta and put it in small
boxes and sell it in small containers, and ship them a
whole lot of jobs and value added with it, that, I am
very supportive of.

Those kinds of programs and supporting activities
fall under the Manitoba Industrial Opportunity
Program, of which we have been involved in several
agriculture food processing-related activities.

Mr. Sale: Could we spend a bit of time on the hydro
issue? I know that this is not your area, but the
marketing of the product is and the product is. We do
not have to spend any time debating that what we are
exporting is a raw material at this point or at least a
very low level of finishing in it in its 60-cycle current.

We have a sale which is running out in about 10
years, I guess. The Northern States Power Agreement
runs out in about 10 years. The lead time on any kind
of major user of 500 megawatts is pretty significant.
My understanding of our energy demands provincially
for hydro is that they are not growing particularly
quickly and certainly they will not absorb the Northern
States Power sale.

Can the minister indicate, in whatever detail he can,
the view of the government in terms of where we are
going with that excess power in 2005 when the contract
expires and whether we have any possibilities for

moving the finishing of this material in-province
instead of sending it offshore?

Mr. Downey: Again, in the sense of dealing with it in
a specific department, he knows that there is a minister
responsible for Energy and Mines and The Manitoba
Hydro Act (Mr. Praznik), and I will leave any answers
as it relates specifically to the hydro to that.

But I will make a general comment, because I think
it is important for Manitoba's Industry, Trade and
Tourism department.

That is why we were extremely supportive and
anxious to see the government, and were pleased to be
part of, removing the sales tax off of hydroelectricity
used in the manufacturing sector. That is a substantial
amount of money that is paid in taxes and puts us in an
uncompetitive position compared to other provinces.
That move in itself makes our hydroelectricity basically
7 percent cheaper than it was a year ago right now.

Anyone looking at using major amounts of it,
whether it is in the mineral processing, which, quite
frankly, takes electricity, whether it is in the smelting of
product at Selkirk rolling mills, or whether it is in the
welding industry out at Versatile shops or the glass
business in St. Boniface, which the member wanted
some support for and got, the whole bottom line is that
hydroelectricity is our major asset in this province.

Quite frankly, I believe very strongly that we need to
probably move forward with a policy and programs
that will encourage a lot more users of electricity in the
province of Manitoba, and rather than exporting the
electricity down a hydro line into the United States or
selling it into Ontario—although I do also support
strongly a national power grid; I think that it would be
in the national interest to have a national power grid
tying this country together—we would in fact be better
off as a province if we could turn that electricity into
jobs.

I have said earlier and I firmly believe that we have
a tremendous opportunity to expand our transportation
sector. We now have a major development in the two
bus manufacturing plants. We have some major
carriers for raw materials in the grain-hopper bottom
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trailers and also the materials-handling trailers. Again,
these are major expansions taking place.

We also have the tractor and the farm machinery
manufacturing sector where we believe we have a
tremendously competitive edge with our lower costs of
electricity and the dollar that is lower than the United
States. = We have seen our exports and our
manufacturing jobs increase substantially. Again, that
is what we want to drive towards.

My strategy as a minister within the Department of
Industry, Trade and Tourism is to further encourage the
automotive industry to take a look at Manitoba to do a
lot more of the work that they do, if not in building
complete automobiles or that type of thing, then to
build a lot more component parts here.

When one looks at what is going on throughout
Manitoba, we see a tremendous amount of component
parts going into the automotive trade in other parts of
the world, particularly in the United States.

So I am a very strong supporter of using electricity
here in Manitoba to enhance our economy. We have
talked over the past few months as to how we can
further do that. Some of the ways in which we have
done it, as I said, we have removed the sales tax off of
electricity. We will be further working on policies and
programs that I am hopeful will encourage the use of
the electricity here in Manitoba.

When one looks at what is happening around the
world, there is I think a tremendous demand going to
be developed, and we will be in the most competitive
position because of our low-cost, clean hydroelectric
power.

Mr. Sale: Ithank the minister for his enthusiasm. He
and Ed Schreyer must have been good friends.

Mr. Downey: Well, after we beat him in 1977, we
were better friends.

Mr. Sale: I am concerned about this because the
rhetoric—and I do not want to use it. That is a nasty
term. I withdraw the term "rhetoric."

The speech of the minister is fine and supportive.
My question though is, what are the actual resources of
the government that are being put to this task?

We have Manitoba Hydro responsible for selling its
product. So they have a marketing arm over there, and
they try and negotiate power sales. We have your
department, this Department of Industry and Trade,
responsible for an industrial strategy, so you are trying
to keep some of that product available so that you can
do more value-added kinds of activities with it.

*(2110)

You talk about a national energy grid. I guessI do
notsee evidence of a clear strategy here in terms of, is
the priority internal? Is the priority sales offshore?
Where is the co-ordinating point? Where is the will of
government to focus energy—unintentional pun—to
focus the energy of the government on the question of
this resource that is going to come available, and, of
course, we have potential for another what, 2,500
megawatts?

Mr. Downey: I will speak as a Minister of Industry,
Trade and Tourism. As far as I am concerned, the
major focus, and I have pointed out previously, is that
we want to make sure that we maximize the use of
hydroelectric power right here in Manitoba to produce
value-added product.

There is a limit as to how fast that develops and
grows, and I think one of the things that we have done
that cuts across all departments as in a central focus, is
that is we believe strongly as a government that you
encourage business to develop and grow by removing
taxes and to create the environment for which that
industry can develop.

The biggest move that we have made to encourage
the use of hydroelectricity in Manitoba was the last two
budgets when the first year we took a 3.5 percent sales
tax for last year and this 1st of April we removed the
balance 3.5 percent sales tax. That, basically for
industries that are heavy users of electricity, lowered
the cost of electricity by 7 percent. That to me is a
substantial benefit to encourage the use of electricity in
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Manitoba. That has been long requested by industry,
and certainly I have been a very strong supporter of it.

The member asks for a co-ordination between
Manitoba Hydro and the Province of Manitoba. Let me
give him an example. We had a very close working
relationship and have on projects like the Dow Corning
project at Selkirk where we had a management
committee in which we were both involved in the
management program. That in itself was encouraging
use of electricity. We were part of it as a province;
Manitoba Hydro was part of it on the basis of selling
more electricity.

The co-ordination which some of this activity comes
to place is under the Economic Innovation and
Technology Council and the Economic Development
Board of Cabinet. Again, that is a co-ordinating role in
which ministries come together, staff come together to
further enhance and push co-ordinated policies. To me,
that is the co-ordinating body.

Again, I think that we are not going to sit back, I
would like to play the lead role and continue to play the
role as it relates to the use of electricity; however,
because Hydro is a Crown corporation, they do have a
responsibility as well to be part of a marketing exercise
to get out and sell their product. It is not totally up to
the Department of Industry, Trade and Tourism. They
are an entity which should be out promoting it as well,
but they have been doing it in concert with the
province.

Mr. Sale: I appreciate the member's comments.
Earlier in our discussion tonight we agreed that under
subappropriation 10.3, there should be a transportation
initiative.

I just would suggest to him that maybe an (h) is also
appropriate, particularly as we get closer to the expiry
of that sale agreement, that there needs to be a Hydro
initiative that becomes a strategic initiative for the
government in order to maximize the possibility of that
resource for our province.

I would also say that I think it is important that
comments from the member for Swan River (Ms.
Wowchuk) in regard to geothermal energy and other

energy sources be highlighted because not through my
own knowledge, but through those who work in the
environmental areas, there is increasing concern that
the flooded areas of the province were flooded for the
dams.

I am notevading or avoiding responsibility for whose

‘administration was in charge when this was done. This

released and is continuing to release a great deal of the
carbon zinc that was in that area and the CO, emissions
from flooded areas that have been flooded for Hydro
are extremely high—much, much higher than you would
expect, essentially because the rate of rotting of
material goes up very, very sharply.

It is not as clean and benign an energy source as we
sometimes think because it does not have any waste
product coming off of it as it is actually developing the
electricity, but the carbon zinc problem is a very real
problem in terms of global warming, so I am not sure
there is such a thing as a benign energy source.

Could we move on then? I think I managed to skip
over the health ones. Somehow that got by me without
my realizing that we passed it.

That is (b). I think we could pass that under the
Minister's Salary and we can go back to (b). All right?

An Honourable Member: Sure.

Mr. Sale: We can go anywhere in the Minister's
Salary. Pass.

Mr. Deputy Chairperson: (c) Aerospace Industries
Development Initiative (1) Salaries and Employee
Benefits $274,300—pass; (2) Other Expenditures
$173,700—pass; (3) Grants $255,500—pass.

(d) Information and Telecommunications Initiative
(1) Information Technology (a) Salaries and Employee
Benefits $354,800—pass; (b) Other Expenditures
$95,800—pass.

Q) Canada-Manitoba Communications
Technology Research and Industry Development
Agreement (a) Salaries and Employee Benefits
$61,700—pass; (b) Other Expenditures $290,100—pass;
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(c) Grants $678,200—pass.

(d)(3) Telecommunications Marketing (a) Salaries
and Employee Benefits $301,100—pass; (b) Other
Expenditures $565,500-pass; (c) Less: Recoverable
from Rural Economic Development Initiatives
$216,600—pass.

(e) Environmental Industries Development Initiative
(1) Salaries and Employee Benefits $237,800—pass; (2)
Other Expenditures $68,900--pass.

(f) Agri-Food Industries Development Initiative (1)
Salaries and Employee Benefits $283,400—pass; (2)
Other Expenditures $64,300--pass.

Resolution 10.3: RESOLVED that there be granted
to Her Majesty a sum not exceeding $14,054,900 for
Industry, Trade and Tourism, Strategic Initiatives, for
the year ending the 31st day of March, 1996.

10.4 Economic Development (a) Economic
Development Board Secretariat (1) Salaries and
Employee Benefits.

Mr. Sale: Could I ask the minister, he has indicated
that Mr. Bessey will be leaving and I believe this is Mr.
Bessey's area in termns of his chair, his role on this
board, what plans are in place at this point? What is
the date of Mr. Bessey's departure and what plans are
in place to replace him?

Mr. Downey: The answer to the question is yes, this
is Mr. Bessey's area, and it is my understanding that he
will be leaving the 30th of June.

Mr. Sale: Is there any thought being given to any
reshaping of this area of the government's economic
development role in light of the changes that are being
made in the rest of your department with the increased
use of MTC? I gather the Economic Development
Secretariat is a broad secretariat that really serves a
number of ministries and pulls together a number of
functions, but is there any anticipation of change in this
role or is it going to continue as is?

Mr. Downey: I would not expect any major change to
it. I would think that it has carried out a meaningful

purpose, and I do not think any major change is
anticipated at this particular time.

Mr. Sale: Could the minister outline the most
significant initiatives that the board has currently
undertaken? What are its major priorities at this time?

Mr. Downey: I know that we are supposed be done by
ten o'clock, and I am not so sure whether I could get it
all in on the record by that time.

Mr Chairman, let me start off by saying first of all we
have carried out some major initiatives as it relates to
an advisory panel on business regulations to try to
remove some of the impediments to business
development. It has been a major task force work area
of the department to try and make sure we have
removed or do not put any more regulations in place
that would inhibit business activities.

Another major project which they were involved in,
of course, has been the Arctic Bridge program which
was a follow-up to the Premier's trip in 1991 to Russia,
again trying to and enhancing the business activities
between the Port of Churchill and Murmansk. Another
major initiative was the $100-and-some-million
expansion of Ayerst Organics at Brandon which added
several hundreds of jobs to rural Manitoba and to the
community of Brandon.

We have seen the development of Calwest Textile in
Portage la Prairie which is a textile manufacturing
plant. We have seen such activities as the development
of major call centre activities to Manitoba, one of them
being the Canada Post Customer Service Centre. We
have also seen the development of the Faneuil initiative
to Manitoba. Work was carried out by the secretariat
on the Churchill Rocket Range, CN Customer Service
as it relates to the telemarketing business, again, several
initiatives under other activities in the call centre
business of which I have referred to as Faneuil.

* (2120)

Really a broad section of activities. We can talk
about Louisiana-Pacific which was a major program
very much involved in the overall divestiture of
Manfor, The Pas and the work that was done with
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Repap, to bring Repap into play in Manitoba.
Development in the work that was done with Monsanto
to set up their world-class operating plant in Morden.
Work with the North West Company to put their
central distribution operation here in Manitoba.

Again, work with the Northen Hemisphere
Distribution Alliance is a part of it. Again, a lot of
these-they are not solely the responsibility of the
Economic Development Board or secretariat but a lot
of co-operative work was carried out by the
Department of Industry, Trade and Tourism in
conjunction with them.

There are just a lot of activities that have been carried
on as it relates to economic development. We also
were involved in setting up the task force on capital
markets which we talked about earlier. The list goes on
and on, and, as I say, it has not only been the Economic
Development Board and secretariat, but there has been
a collaborative effort with the Department of Industry,
Trade and Tourism, also with Rural Economic
Development.

One may say, Mr. Chairman, that it has been a team
approach to the tremendous economic development and
job creation in the province of Manitoba of which I
have been extremely proud to have been a part of. I
think it would be important to acknowledge publicly
that Mr. Michael Bessey has contributed in a
substantial way in his role as the secretary to the
Economic Development Board and should be
acknowledged for that. I know that all members of the
committee may not speak highly of him, but at least I
think the majority of the government members certainly
would. Again, it is important to acknowledge when
work is done that it should be recognized.

On the Economic Development Board, he has been
the key co-ordinator as it relates to cross departmental
co-ordination of which we spoke earlier. It has been a
co-ordinating role. It is always interesting. It is
certainly a challenging job in the area of Economic
Development, but I think the basis from which we
come is that the policies of this govemment that have
been enunciated over eight years of no tax increases to
the people of Manitoba.

We have made some major economic moves as it
relates to the sales tax off of electricity, which I talked
about extensively for the past half an hour. It has been
generally a thrust of our government to create a climate
that economic development can take place and then it
is a matter of using the instruments of government to
go out and market Manitoba in a very positive way.

I will make reference again to the unemployment
numbers which were released this last weekend. It is
obvious that the policies of this govemment are
working. It is obvious that the people of Manitoba
have accepted the policies of this government as they
voted on April 25. If that is a nonpolitical statement or
a political statement I do not give a darn; they voted
and they voted to show their confidence in what we
were doing.

Mr. Chairman, that is all I have to say at this
particular moment.

Mr. Sale: I thank the minister and I commend him for
restraining himself for so long over the last three days.
It had to come out some time. We have had a very
useful exchange.

My rookie philosophy in Estimates is that I do not
generally try to score points in Estimates. We do that
in the House, but—

Mr. Downey: That is a good philosophy, too.

Mr. Sale: —I am glad that you stuck to it for the most
part. I wantto ask you about three different areas that
you raised. I am glad you raised Ayerst Organics. I
know there is controversy on both sides of that, but one
of the issues about which I do not think there is much
controversy at all is the pollution level in the holding
ponds that have been created to deal particularly with
the effluent, the highly concentrated ammonia effluent.

Some, I think, pretty competent people have looked
at that pond and have seen it as a disaster waiting to
happen in terms of the potential for breaching the
containment and its proximity to the river. I am glad
that with the flooding level we had this year, thatit was
not more of a problem.



1408

LEGISLATIVE ASSEMBLY OF MANITOBA

June 12, 1995

Has the minister done anything to become more
aware of the pollution level in Ayerst's effluent, and
can he comment on whether the current technology that
they are using is appropriate?

Mr. Downey: There were three points on which a
controversy has been brought forward as it relates to
Ayerst.

One was the point which the member raises, and that
is the treatment of the effluent. To my knowledge, I
say this, the Department of Environment is fully on top
of and aware of and certainly keeping, as it should be,
the discharge from the plant. I do not think there is
anything untoward. I do not think there is anything
improper. I think, in fact, it is within the law, the
regulations that have been established. I think it is
unfair, some of the manners in which the criticisms
have come forward. I do not think there has been
foundation for what has been publicly expressed.

* (2130)

That is coming from the information that I have from
the Department of Environment. I think it lacks
foundation as to the criticism that has come forward as
it relates to the handling and the treatment of the
effluent. No one wants to see pollution, none of us,
and, of course, we want to see the industry survive.

We believe it is operating in the limits which are
established, and they are acceptable to society.

Number two, it is extremely unfortunate that the
producers of PMU product have been unfairly
maligned as to the treatment of animals. I can assure
the member that is absolutely absurd.

Point of Order

Mr. Sale: On a point of order, Mr. Chairperson, the
record will show that I made no comments of any kind
about the treatment of animals. I restricted my
comments entirely to the effluent question.

Mr. Deputy Chairperson: The honourable member
for Crescentwood does not have a point of order but a
point of clarification.

* % %

Mr. Downey: I appreciate that point of clarification,
and I am not attributing any comments that he may
have made about animals. I am saying the general
criticism that has come about, and I want to stand up in
defence of the producers of PMU product. They have
been unfairly maligned as to the treatment of animals,
and I know there have been some recent surveys and
studies done that should put to rest any of that criticism
as to the treatment.

The other one, of course, is the use of the product,
the drug, which is derived from it, and that is in the use
of Premarin. Again, to the best of my knowledge, it
has been in use for some 28 years, the product, and has
gone under the most severe scrutiny from the medical
industry. Again, I am not aware of any evidence that it
has a negative impact, but, in fact, my most recent
readings and study or work that I have done on it has
been very much the opposite, that it has been extremely
helpful, particularly in the treatment of osteoporosis.

I appreciate the member's comments and I am not
attributing them to him. I do appreciate his comments
which he is saying about the lagoon. I do not accept
them, but I know what he referred to. I will not add
anything more at this particular time. I know the
member has other questions.

Mr. Sale: The second company that I would like to
ask about is Faneuil. During the election and prior to
it and after it, I had a number of conversations with
middle and more senior members of MTS.

At the door, I met many rank and file members of
MTS. They were universally concerned about the
mechanism that was used to, in effect, virtually give
Faneuil a very major advantage. The members were
concerned about the divestiture of assets of MTS,
assets that could be made more easily profitable in the
private sector, while MTS is left with some of the less
perhaps desirable assets.

There is some very real concern among the
workforce of MTS that the government is doing what
in American terms is called a hollowing strategy. You
leave the shell but you hollow out the fruit. The shell
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still looks all right for a while, but ultimately there is
nothing inside to sustain it. The fear is that this is the
strategy the government is following and that we are
seeing the piece-by-piece privatization of this Crown
corporation.

I think the question of privatizing or not privatizing
is a valid policy question to be debated, but my sense is
that the workforce, at least, fears that it is being done
without debate through a gradual process of which
Faneuil is the most obvious example.

Are there other pieces of MTS or operations of MTS
that the government intends to transfer either to Faneuil
or a similar corporation?

Mr. Downey: Mr. Chairman, I do not necessarily
accept the member's comments as a matter of in any
way eroding the effectiveness of Manitoba Telephone
System. What I see is it would probably strengthen the
role of the telephone corporation in Manitoba providing
a marketing service for the company or with the
company in partnership which gives us, I think, a
leading edge on the activities in the whole
telemarketing industry in Manitoba.

The commitments which Faneuil have given to the
province of Manitoba will be over a period of time in
addition to a thousand jobs or more. At this current
time, I believe they are ahead of the commitment.
Something like over 200 jobs have been established by
Faneuil, which, I think, is extremely important to the
province.

Again, there are conditions which have to be met,
and we will make sure that it takes place. But I
disagree with the individual. It is not a way in which
we will be in any way eroding the Manitoba Telephone
System. I think it will enhance the opportunities that
the Manitoba Telephone System has to provide service
to an ever increasing and growing telemarketing
industry.

Mr. Sale: The minister indicates Faneuil's promise to
create something in the order of a thousand jobs.
Almost at the same time the Faneuil deal was
announced, MTS announced intention to lay off over
1,200 people over the next few years, virtually in the

same time period. So, in effect, these may be different
jobs, but they are not new jobs. Can the minister
provide information about how many people have been
laid off from MTS while Faneuil has created its 200
jobs?

* (2140)

Mr. Downey: Well, again, I do not accept the
numbers. I am not aware of any announcements or any
decisions by Manitoba Telephone System laying off
1,200 people. That is a number that I have never heard
of before, but I will take it upon myself to check as to
what the numbers of layoffs have been. It is not a
promise of Faneuil to create a thousand jobs; it is an
agreed-to commitment that has to be met or penalties
will have to be paid.

Mr. Sale: 1 will supply the minister with the
background announcement that I believe was made by
MTS about a year ago or a year and one half ago in
which it indicated its intention to streamline its overall
operations by approximately that number. Can the
minister assure the committee that there are no plans
for further privatization of MTS at this time?

Mr. Downey: I would suggest that that question
would be more appropriately asked of the minister who
is responsible for the Manitoba Telephone System,
although I would make a general comment. As I said
in an earlier statement, what the public is looking for
today is the provision of services, the best services at
the best possible price. I would think, at this particular
time, that the best way to judge that is in the
competitive field. Again, as far as any direct plans, I
cannot speak to that. That would fall within the direct
responsibility of the minister responsible for the
Manitoba Telephone System. But, again, I say, in a
general statement from my position, the public is
looking for service, the best possible service at the
lowest cost possible price.

Mr. Sale: I thank the minister for his answer and take
note of his very careful wording of the answer. Finally,
could you comment on the northern hemisphere
development project. We talked briefly about it earlier
in the Estimates, but because it is so linked to the
airport and to the rail questions, could you comment on
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the current status of it, if there are time lines, what
those time lines might be, whether your government
will be bringing forward any particular actions such as
a proposal to create a customs or tariff zone?

Mr. Downey: I thought, Mr. Chairman, I dealt with
that earlier today in a half-hour speech, but if I have to
give it again, I can.

Mr. Sale: No, no. I just retreat in terror from a
repetition of the earlier ministerial speeches, although,
in the main, I think the minister restrained himself. I do
not recall him answering. Perhaps this is the problem;
the speech was so persuasive and long that I do not
recall the content of it. What was the time line on this
project, and what are the specific things that you think
need to happen to realize the potential here?

Mr. Downey: Mr. Chairman, they are completing a
feasibility study this summer as it relates to potential, I
guess, profitability of the operation, who would be the
potential users of it, how the different transportation
sectors would develop to satisfy the market
opportunities, basically, as it states, a feasibility study
as to proceeding with it. Again, I am excited and
encouraged by it because I believe there is an
opportunity to do that.

As far as a special free trade zone area which would
help assembly, adding, breaking down, cargo
shipments and then redistributing them from that area,
I do not believe they have pressed the federal
government too hard at this particular point, but I do
understand, that will be part of the overall goal which
they are driving toward so that products shipped into
the area would not pick up any Canadian or local tax
that could be distributed from that area with the
advantages of the lower cost and not having local taxes
added to it.

Mr. Sale: I thank the minister for that. I think the
minister would likely find that we were very supportive
of that kind of a strategy in general terms, so I hope it
comes to the fore.

Would it be the minister's intention to release the
feasibility study quickly as soon as it has been
received?

Mr. Downey: Mr. Chairman, again, on the basis of
confidentiality, I do not believe it will be ours to
release. It will be in the hands of the board of directors
of the NHDA, and I think, because other jurisdictions
are probably looking at it as well, the same concept,
that it would be in our best interests not to disclose
publicly what the advantages or disadvantage of certain
aspects of it are.

I would think, though, if there is some information
that might be helpful, I could talk to the individuals to
see if there was an ability to share as much of it as
possible with members of the Legislature. But, again,
it is a competitive arena which we are in. There are
other jurisdictions in the United States that are
currently trying to implement the same kind of a
concept. If that information became available, it might
encourage others to do the same, and we want to be the
leaders in this whole area.

Mr. Sale: I thank the minister for the answer. It is not
one that I am really very persuaded by. Having worked
in government, I know that the fastest way to get
anything read is to stamp it "secret,” and virtually the
fastest way to get it leaked is to put it in a folder with
something around it that says "do not open."

Those who are in the transportation industry know
how these things work, and the actual data which might
be being kept secret for fear of competitive advantage,
I suspect that the competitors already know the data. I
am really upset with the degree to which we are still
possessed with the need for secrecy in government. I
cannot often see the sense involved in it,and I go back
to this horrid debate that we are having around an
arena.

Why we could not make public a study such as the
Coopers & Lybrand report which attempts to look at
cost benefit and has figures it, both net and gross
benefit figures, I do not think anything is lost by letting
some daylight shine on important policy decisions.

When the minister spoke, he said it would not be in
our interest to let others know of the advantages or
disadvantages. I think that it is hard to make the case
that it is not in the public's interest to know the
disadvantages of any public policy.
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Certainly, it is not in the public's interest not to know
the advantages either, but I do not think we gain
anything much in the public sector by trying to keep
things secret, both because our attempts usually fail in
the long run, even in the medium run, because plain,
brown envelopes are as plentiful as rats and beavers
and, secondly, because the information is usually
reasonably readily available to the high-priced help that
is hired to ferret it out for us in the first place. So itis
well known.

I would appreciate the minister commenting on
whether or not something like this ought not to be in
the public interest made public unless there is
something to do with Reimer Express Lines and is
specifically internal to the company. I cannot imagine
why the minister would not make available the project's
cost benefit.

Mr. Downey: Again, it will be the property, as I
understand it, of the Northern Hemisphere Alliance,
and I would not have any ability to make it public. We
have provided funding, along with the federal
government, to carry out the study. I certainly have no
reason to keep information from members of the
public. To me, it looks like it will all be a positive
initiative.

Again, if the people who own the study feel so
inclined, I am sure that they will release it. I have told
the member, if there is information which is sensitive
—and it well could be sensitive to the trucking industry
and individuals within the trucking industry as to how
it may impact their decisions as their future planning in
a competitive way—then I do not think the member has
indicated that he does not particularly feel that that
should be released. Again, if it is in the public interest
and is not damaging to an individual organization that
is developing to a particular target, I certainly have no
objection to providing as much information as possible.

Mr. Sale: I am on 4.(b), the Economic Innovation and
Technology Council. I have not visited this centre, so
I have no questions here, but would it be reasonable for
me to ask the department to give me a briefing on this
council and to facilitate a tour and discussion of what
they are doing? I know where they are located, but that
is about all.

Mr. Downey: That would be quite likely possible.

Mr. Deputy Chairperson: Item 4. Economic
Development (a) Economic Development Board
Secretariat (1) Salaries and Employee Benefits
$551,200-pass; (2) Other Expenditures $369,300—pass.

4.(b) Grant Assistance - Economic Innovation and
Technology Council $3,730,600—pass.

4.(c) Economic Innovation and Technology Fund
$1,000,000.

Mr. Sale: This fund originally came from the sale of
MDS. Where are we in terms of drawing down this
fund? How many years is this meant to continue?

Mr. Downey: The number that has been drawn from
this fund is approximately $500,000.

Mr. Sale: The appropriations for $1 million, is the
minister saying that only $500,000 is being used in the
current year?

Mr. Downey: The total that has been drawn down to
date is about $500,000.

Mr. Sale: This is puzzling. 1 believe this
appropriation has shown up every year for the past
number of years, and you are saying that out of this
appropriation, it is chronically underspent to the tune of
probably a quarter to a fifth of what was budgeted.

Mr. Downey: That is correct. We have seen about
$500,000 drawn down from this appropriation. Again,
the Economic Innovation and Technology Council has
not, I guess, seen projects that would be supportable by
them, and that is the amount of money that has been
used.

Mr. Sale: Can the minister comment at bit more on
that? It seems puzzling that if you are trying to run a
centre that is trying to incubate small business over
—what is it, about a five-year period now?—that period
of time, its incubation period does not sound like it is
terribly positive.
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Mr. Downey: What it is, it is an advisory group of
approximately 30-some people who have come
together with the government to make
recommendations as it relates to new innovation and
technology in the province. To this point, I, again,
indicate to the member that they have not identified
projects, in their judgement, that would require
funding. We have not penalized or restricted the
funding,

We are of the belief that they would have in fact or
can in fact find projects which they would support. So,
again, it is a judgment call on people who have been
appointed by government, and, again, they are
conscious of the fact that they have not used all of the
funds but, again, are also conscious of the fact that
unless they see a project that they feel should be
supported, they have not.

* (2150)

Mr. Sale: I am glad they have not squandered the
money, and I would not be in favour of that, but I guess
I wonder, if we are spending almost $4 million a year
on a staff of some 30 people, and they are unable over
those numbers of years, however many it is, to come up
with candidates for the very purpose for which they
exist, that is, incubation of new technology, then either
we have the wrong project or the wrong people or the
wrong incubation going on, but it clearly is not paying
off.

Mr. Downey: I should make it clear; these individuals
who are on the council are all volunteers. They are all
volunteering their time. The administrative costs are
the ones that are identified in the budget. I can say to
the member, again, I think it is legitimate work that
they are doing. They are advising to the Province of
Manitoba certain activities which they feel are
important to the province, and the whole economy, and
the whole area of innovation and technology.

I will certainly bring to their attention the discussions
that have taken place at this committee. Again, there is
a review process which is available to us and to them,
and I appreciate the fact, the member said that he is
happy they have not squandered the money. Again, I
tried to make that point. If a project has not been

identified that is worthy of supporting and proceeding
with, they have not.

Let me put it on the record. They have added
valuable advice to the government in this whole area.
There is process in place which, I think, has been
extremely helpful, and I acknowledge the hard work
and effort of the volunteers in this area.

Mr. Deputy Chairman: Item 4.(c) Economic
Innovation and Technology Fund $1,000,000—pass.

Resolution 10.4: RESOLVED that there be granted
to Her Majesty a sum not exceeding $5,651,100 for
Industry, Trade and Tourism, Economic Development,
for the fiscal year ending the 31st day of March, 1996.

Item 5. Expenditures Related to Capital (a) Canada-
Manitoba Partnership Agreement in Tourism $905,000
—pass.

Resolution 10.5: RESOLVED that there be granted
to Her Majesty a sum not exceeding $905,000 for
Industry, Trade and Tourism, Expenditures Related to
Capital, for the fiscal year ending the 31st day of
March, 1996.

The last item to be considered for the Estimates of
the Department of Industry, Trade and Tourism is item
1.(a) Minister's Salary $22,800.

At this point, we request that the minister’s staff leave
the table for the consideration of this item.

Mr. Sale: May I take the opportunity to thank the staff
for the answers you have provided and to also thank
them for the answers that will be provided to the
questions that they have not yet responded to. Thank
you very much.

Mr. Deputy Chairperson: Item 1. Administration and
Finance (a) Minister's Salary $22,800.

Mr. Sale: I just want to say that I have no further
questions that I want to ask. I want to thank the
minister for, I think, a gracious and productive
discussion. At least it was productive for me; it may
not have been for him. I learned a lot, and I
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appreciated the tone and manner in which the Estimates
were carried out.

I look forward to working with the minister,
hopefully in a productive way, over the next period of
time, however long that is in this area. I think it is an
absolutely vital area for all members of the House to
focus on as we try and grow in our own ability to do
well in the kind of global climate that we both spoke of
in our opening remarks. So, with that, I would to thank
the minister and pass this item.

Mr.Downey: Again, Mr. Chairman, in my concluding
speech, which will take a little less than 40 minutes, I
would like to thank the committee members for their
support and their questions and, again, thank the
departmental staff for their support and input. Thank
you.

Mr. Deputy Chairperson: 1. Administration and
Finance (a) Minister's Salary $22,800—pass.

Resolution 10.1: RESOLVED that there be granted
to Her Majesty a sum not exceeding $3,288,100 for
Industry, Trade and Tourism, Administration and
Finance, for the fiscal year ending the 31st day of
March, 1996.

The next set of Estimates that will be considered by
this section of the Committee of Supply are the
Estimates of the Department of Fitness and Sport.
Shall we briefly recess to allow the minister and the
critics the opportunity to prepare for the
commencement of the next set of Estimates? [agreed]

* (2200)
FITNESS AND SPORT

Mr. Deputy Chairperson (Ben Sveinson): Will the
Committee of Supply please come to order.

This section of the Committee of Supply will be
considering the Estimates of the Department of Fitness
and Sport.

Does the honourable Minister of Fitness and Sport
have an opening statement?

Hon. Jim Ernst (Minister responsible for Sport): I
think in view of the hour and everything else, I will
dispense with any statement, and we can go right to
questions.

Mr. Deputy Chairperson: We thank the minister.
Does the official opposition critic, the honourable
member for Radisson (Ms. Cerilli), have an opening
statement?

Ms. Marianne Cerilli (Radisson): I will make a few
comments. I just want to say that I am looking forward
to