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governments and with the role of foreign capital in the Canadian economy;
thesé chapters afe followed by a detailed discussion:, of‘the financial
institutions and markets and the ways in which they channel fundg from
savers to borrowers, the principal postwar changes and developments in them,
and the patterns of competition for lending and borrowing business. These
chépters on each of the main types of institution ang larkets are followed
by t;o chapters (18 and 19) containing the main banking ang other
i institutional recommendations of the Commission.

The report then turns to a discussion of the .main, aims of

government financial policy - monetary policy, debt Management,, international

The choice ang Co-ordination of policy
measures is discussed in Chapter 25, while Chapter 2¢ deals with the status

financial policy and fisecal policy.

and organization of the Bank of Canada.

The Commission will subsequently Publish an appendix volume
containing statistical material and the detaileq résults of some of its

surveys - including those on the effectiveness of Monetary policy, on the

financial position and attitudes of the consumep 8ector, and on the estates

trust and agency accounts of trust companies, A limited nuuber of its

staff working papers will also be released in Mimeographed form (ps 576).
Other members of the Commisgiop Wore: (s WilAs Mackintosh),
Vice-Chancellor of Queen's Univer?ity? Wo T, Brown, Vancouver investment

dealer; J. D. Gibson, vice-president and chief general manager of the Bank
‘of Nova Scotia; Gordon L. Harrold. i

o L3 - 5
I1 The Commission's analysis and Lecommendations on the financial ingtituts®

The central theme of the Commiggiop e

8 report on the institut~
ions is that a creative and flexible finaneig] 8ystem will best serve the
country’'s changing needs :
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up creative financial system is one which does not just
_passively accommodate the usual - instead it is one in
which active and inventive efforts are constantly
being made to meet the sound requirements of lenders
and borrowers, regardless of how untried and unusual
such needs may be. A spirit of vigorous, restless
innovation in the financial system - of devisirg new
ways to do new things rather than of justifying why they
should never be done at all - can ordinarily bést be
achieved in conditions under which the participants are
not prevented from responding to changed opportunities,
in which price and other competition is too intensive
to be comfortable, in which there is relative ease of
entry for honest men with ideas and imagination, and in
which different classes of jnstitution can compete with

each other on an equitable and open basis." (pp. 8 - 9)
Drawing attention to the evolution of the financial system

.in recent years and to the increased variety and overlapping of institutions,

(pp. 104-8, 360-3), the Commission argues that the pattern of government

regulation is no longer well-suited to the countryis needs. Some laws

 needlessly restrict the institutions, serve no purpose in protecting the

public and in fact reduce the availability of credit to some borrowers and

. drive them into the arms of high-cost lenders. (pp. 364-7)o In other areas,

the public supervision of financial business is inadequate and the public

is unduly exposed to the risks of mismanagement or worse (pp. 362-4, 380-1) .

The Commission points out in dealing with the banks and so-

Falled'ncarebanks“that wphe borrowing and lending activities of those

instituiions which we in Canada happen by tradition to call banks and those

of other institutions which we happen %0 call by other names have become very

similar, and in some respects jndistinguishables (po 362) Pointing out

that there is no difference in the ability of banks and others to "create

credit", (pp. 101-2) the Commission states that the essential similarity of

the short-term institutions argues for uniform panking legislation rather

than the present pattern of regulation under which ten institutions (including

the two Quebec Savings Banks) are arbitrarily brought under federal banking

Tegulation while others operate under a variety of laws with many contradict-

ory provisions.
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Phe Comuission argues throughout its report that the De

2 tect the public with the need to keep the
e the need to protec
reconc:Ll:Lng

of f the

by
s through high sbanda.rds of self regulation and disclosure packed
380-)

1 system flexible enough to serve the changing requirements o
ia

f£inanc

economy i

tho roush’ put not rigid, system of government inspection (pp- 1 140-1s
a

sn this connection, the government authorities musb have adequate powers .

onforce sound practices (p. 381). The Commission explicitly rejects righ
asseb ra*bios (such as those which limit the type and amount of securitie®
and loans that insurance companies or Quebec Savings Banks may invest in)
sm;,e such ratios do not protect the public against loss and only serve "

reduce the flows, and increase the costs, of credit to borrowers (PPe 1529

358) ° Ja

In recommending that all institutions, particularly the
banking institutions, shculd have broader ihvest:ing and borrowjng-powers w
any of them has at present in order to promote a more competitive and
flexible financial system, the Commission also recommends that steps e
to guard against excessive concentration of the financial system ‘and 0 e
law price agreements among financial institutions (pp. 369-73)s As ®h¢
Commission puts it ... “competition is an uneas =y state, and however much b
may thrive under it, businessmen have an inclinstion to protect themﬂelmf
0

against it." (p. 369), The Commission thus recommends that the Minist

Finance be granted the necessary powers to prevent lending and bﬁl"""“-‘u18
agreements among banking institutions (pc> 369-70), that there be a' 1imit 2
the extent of interlocking directorates between banking mabitution’ aﬁd
that (subject to certain exceptions) mergers or share acqulaitions béwdn
banking institutions be subject to approvai of Treasury Board (PP° g -
The Board should also be granted power to review past transactions 3nd %o
order such remedy as is necessary to protect compe“l,ltlon in the Publlc
interest (p. 372). In addition, the Commission :ecommends that 133“”‘
placed on the banking institutions' investments in non-financial and noﬂ“

banking concerns (p. 371, 372).
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The Commission argues that the adoption of aniform banking
ame businesse Some will be

legt
slati 4
ation will not oblige all banks to do the:s

provide a complete service but

lares
8¢ nati
tional organizations attempting to

1 specialize in particular

Some W
i1l be regional snstitutions and some wil

type

s . : - . :

of borrowing and lending (page 367) Such diversity will make for a
ng f.’u:lanc:'!:al system.  The Commission recommends that it be recognized

all bub the chartere‘d banks should
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supank’ in 0
o> 3790 SAizo008 di

+ment O the new le

rder Y0 jndicate the character or

be p,

e .

quired to qualify the word
gtinction should be retained

Backero,
ground of their business (pa
gislationo Although

thg. rarily during the period of adjus
trust companies should be free ¥ carry on with their fiduciary business
jon recommends that the chartered banks,

38 banks
ing institutions, the Commiss
permitted to apply

:hich might be tempted o T
°F trustee povers smmediately (page® 373 and 380) ¢
As the Commission puts its
> pavoured 8 more open and

_ carefully and equitably

e have, N sglnkna
panking 8YS
o 1egislation but hot bo?nd by

compe‘bitive

regulated under iform s
restrictions which imp the response (o) e
instit;tions new si tionss enforce & particular
; ' 4zatio o shelter some

We believe

arrow spec

pattern © n
jve gsuress
competi . 2 creativity and

enterprises from e oours
that this 1T ewor -
efficiency an ffe pub e wido;tﬂ zo;:xﬁzng
range of © ice © al & ces,
the danger © gul Astitut,ions spri.ng:h"kg up
to servg al n others are P :;nt;:bfmm
meetinge e gtitutions a t to © tor a
full range of servi es and others may choose
. o jety © s, bub t.he.lcgiel‘atjpn
ﬁtﬁmhz 11 of them ch new jnstitutions
a]'-l ified ~ dapt 0 Opport\mitie..a and
Pt d by ¢ ging ublic preferences

rt-term claims (the Commission
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includes claims with an original term up to 100 days) to the public are f0F
all practical purposes the same as chartered or savings banks. Someé
specific exceptions to this extended coverage of the banking 1381313tﬂwxa”
suggested 1n cases where the public is adequately protected in other WaJ®
and the advantages of uniform borrowing and lending powers are less ”m”ruﬁ
For instance many sales finance companies issue short-term market paper’
but so long as they do 50 through independent dealers and are subject ¥ b
disclosure and other requirements of good securities legialatiqn,'ﬂ“wezu
no need to bring them under the banking legislation (pp, 378-79)s 9%
caisses populaires and credit unions are local institutions and the Cmﬂﬁ’dﬁ
argues that they can best be regulated by provimecial auth@rities fanili8”
with their particular needs. However steps must be taken to strengthan
their supervision and the central societies should be brought under the
general legislation, appropriately modified in recognition of their €07

operative structure. (pp. 168-71).

Thue, the chartered and savings banks, many trust and loa®
companies and any other institutions wiahing‘to obtain funds by issuing
"banking l?abilities? would be under one banking law, Those who did no
meet the qualifications fwrce bank charter or license would be prohibited
from engaging in banking business (p. 364),

(11) The 6% ceiling and the mortgage prohibition

Removal of both these limitations is recommended 5ince ol
inhibit competition and the provision of necessary financial services$ and
frequently cause borrowers to resort to higher cost lenders (pp- 364-7)
Banking institutions other than the present chartered banks should be €~
powered to make unsecured personal and business loans and to take Secf’:‘-"na8
security (Po 375).  The resulting increase in competition ;nd ins’ﬁi'f""}"j'o’lal

freedom to specialize as they choose will result in improved and cheap®”

service to the community as a whole.

Sl

aut
it
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(iii) Caepital and inner reserves

The law should not, contain minimun
1egislation since a formula

capital to asset ratios

Such -
as those in present loan and trust company

e
quate for some institutions will be inadequa’ce for otherse Rather, the

¥ g : g
Whorities must ensure bthab each jpstitution maintains adequate capital for

its
particular circumstances (ppe 176> 383-6)

there 18 @ case for allowing

The Commuission pelieves that
banks :
ing institutions to accumalate t but recommends

t 2 .
hat. the present.,varia.ble ratio be replaced by a fixed maximum percentage
e separated. 1t does

and
that specific and general con’o:‘i_ngency resexrves b

Y see any compelling argument against disclosure of these amounts, and
Tecommends that at least The combined reserves and annual loss figures for

al
1 banks be disclosed (PP 386-9)

It is recommended ghat the present restrictions on the par

e removed put the present provisions

va
lue and issue price of pank share® b

X i i gt hareholders should be
lating to issuing share® py rights 4o existing 8

would be to leave each bank free to split

ained (pp. 143-4)s - TO° effect

its stock and set the rights price of ite

pank capital

ghares closer W the market; this

W would not affect the share-
ould reduce the dilution of .

holders equity in e jong TUR
The presen’o prOhibition on
made for gmaller loans to individuals

banks lending against bank shares

is sound, but exceptions might be

1

ing ;matitutione will

(. :383).

gince all
ahould all be subject to the

reserves be held at the Bank of Canada
for 8% cash reserves against demand

ple on shorv notice, 4%k reserves against all

S gemnd
liabilities and £hos® 5
s with original terms up to one year and no
genuine notice 1iab tie
Lerm jiabilities. These requirements would enable
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ts bel
the chartered banks to reduce their holdings of non-earning cash assé

<4y
the present 8% and, by being related to the structure of each bank's 1i abi? ;

ies, would not impose excessive cash holdings on any institution. The =

i ar’
Commission stresses that the extension of reserve requirements to the ne

; et
banks™ will not affect their response to central bank action. They aré ® )

la
influenced by monetary policy whatever the reserve arrangements (pp 96,39 1

-0 |
The Commission 2lso recommends that the charging of exchange on out

A
town cheques bs prohibited and that the Bank of Canada be empowsred to 868" |

a clearing agent for any institution desiring these services (ppe 393”“‘

i

(v) Foreign banks in Canada : 1

The Commission recommends that foreign banks be granted ghet |

Power to open agencies in Canada, as Camadiawm banks are in New York, iP o :

: Iy
that they may pursue their business interests in Canada without necessart

\ £ha
acquiring Canadian institutions. Because of the concentration of Power

may be involved in foreign banks acquiring interests in Canadian bankiné ‘
|

v
shares by foreign banks be subject to Treasury Board approval. ,me.conﬂi’ ]

institutions, it is recommended that all acquisitions of Canadisn baBK’

does not believe that forsign-controlled banks are immune to doﬁe stic:-momv .
ary policy and states that foreign banks might in some circumstances jmpfoﬂ '
the Canadian banking system, but regards it as anomalous ‘that there shoud
be no government control over foreign bank takeovers whils prohibiting or
subjecting to official scrutiny takeovers by Canadian institutions. =T |
direct approach is preferred to other devices or formulas since each €88
must be considered in relation to its effects on competition and concél”
tration (pp 373-5).

(vi) Small Ioans Act

The present ceiling of $1,500 should be raised to $5,0005

the rate structure revised so as not to discourage lenders, and the Act s

should apply to all lenders - including the banks (pp o
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(b)
Other institutional and market recommendations

(1) Insurance company jnvestments

s into Canadian equities, the

To promote a freer flow of fund

ance companies be allowed to invest at least

Commi s s 4
ssion recommends that insur
the present rigid valuation rules

25% :
of their funds in common stocks and that

anges are not expected t

be re )
laxed. However, these ch o lead to a radical alter-

ation j
in company investment policies (pp 24,7=50) .

(11)  The mortgage market

The N.H.A. rate shou

1d be freed (subject to an upper limit) so

that i
it does not imhibit private lending and discourage a secondary market in

uld overcome the disruptions resulting from the

oy :
tgages (p.285). This WO
eXce -

ssive rigidity in the rate: it would also enable C.M.H.C. to withdraw
fl‘om

the massive residual lending of recent years.

commends that institutio
om 66 2/3% (60% for the

jons be free to grant

The Commission also re nal loan to

val
e ratios on mortgage lending pe raised fr

Qu
sbec Savings Banks) to 75% amd that banking institut

8ec
ond mortgage loans (PP 287=8).
s, together with entry ©

the supply of mortg
mortgage lenders and make

f the banks into conven=

These change
ages, curb the

tio
nal mortgage lending, should improve

ne ,
ed for borrowers to turn 0 high-rate second

nt guarantees to existing properties

it
Unnecessary to extend governme

(bp 278-9, 207-8).
would gtill be free to vary down payments and

put this should be
its mortgage lending arrange=

The governmcnt
a conscious

ot
her N.H.A. terms to stabilize the economys

ac
t of policy rather than the py-product of

Rents (pp 285-6).
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(iii) Government lending and guarantees

In other areas where government financial institutions oper®
ate or government guarantees are offered s> the objective should also be to
encourage the private markets to do the Job themselves to the fullest extent
possible. Thus the Commission argues that the ‘econouy will be better served
if the rates charged by the Farm Credit Corporation and the Industrial Devel”
opment Bank move more closely with market rates so pi-ivate lending is not
inhibited (pp 229=32); the Commission recommends raising the maximum a0t
of F.C.C. loans to handle the requirements of larger farms. ~The rates OB
Farm Improvement Loans and other private loans guaranteed by the goverm“ent
have not moved with market rates since the programmes were institutédé ,
private lending is thus actually discouraged by‘legislation intended to hel?
particular borrowers (pp 233=4), Finally, on the question of goverment; .
financial institutions the Commission briefly reviews some aspects of
public pension arrangements. Without putting forward specific proposa.ls
of its own, the Commission stresses the great importance of giving the
most careful thought to this matter before committing the country to J
arrangements which may have major consequences for financial markéts: and ¥

economy generally (pp 262<4).,

(iv) Bond and stock markets and securities legislation

The Commission?s main recommendations are designed to ensur®
that abuses do not reduce the efficiency of the markets and reduce or di’torz

the flows of funds through them (PP 344=5). While stressing the vital r 01’

of self-regulation by the securities industry (p 347), the report argues

that it must be supported by good securities legislation ex;;t‘orced by ’trou

securities commissions, Despite considerable progress, tﬁé Commission

finds the present situatlon unsatisfactory and recommends that the feder al

government take the lead in coopération with provincial governments 0
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develo
p high and uniform standards of security legislation and regulation.

(p. 348),
problems which

t in Canadian

Th
e report also draws attemtion to some particular

shoulq
be tackled if Canadians are to be encouraged to inves

busine
s
ses. The stock exchanges should impose more stringent listing and

Haclos
osur J
e standards, including more disclosure of Minsider" holdings and

trag
ing (pp 337-8). "Standards of disclosure in this country are still

lnag
equate™ and should be improved by securities and companies acts

(pp
349-352), Brokers and dealers should also
fully. The Commission

be urged to disclose their

recommends that

oM finan
cial affairs much more
which opens

In order to

the
primary
distribution of shares through stock exchanges,

the
way

to abuse of investors® interests,
3 are not free to so

should be stopped.

Snsyy
® that unregulated companie 1icit funds from the

Publie
»the steps taken by some® province

g to remove exemptions for short~

term
i \
ssues from their securities 1egislation should be generally adopted

sa.ndmutualr\mds

ore receiving their

alesmen should be more

(pp
352-53). Finally, securitie
licences (pe353)«

Carefyl]
exsmined than at present bef

(c)“
Non=financial Barticizg_nts
exhaustive survey of

The Commission reviews the results of its

the ¢
inancial position of 1200 Ccanadian

he pattern of assets and debts is gener
peir borrowing powers (pe
g real but un=

households in Chapter 2, It finde

ally rational (PP 16=-22);
21); and that

::::; ?‘ households are abusing b
nstalment and mortgage debb merely replaces previou
als laundry gervices,
© finds that lower jpndividual equity holdings jn Canada than in the
omes of canadians, and & lower supply

transportation , otce It

rd
ed commitments for rent,

U.s
. &
e largely due to the 1ower inc
tor attitudes

335-6
e Increased eguity h_oldinss will thus
losure Jegislation,

R
Teasing real standards of 1iving are more important factors (pe 31)-

may also be important (pp 30,

o equy
ties, although inves
not be brought about merely

by
exh,
Xortations securities and disc tax incentives and
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The Commission notes that the financial position of Pr°“uw:

and most municipalities is generally strong despite the sizable deficits:u
recent years (pp 5860, 73), Some smaller municipalities have more prob

o
; but in
in obtaining finance than their position would appear to justify,

10
them ¥ |
cases provincial governments could remedy this problem by assisting

o
prepare more comprehensive and up-to=date information for investors (PP 6:
71)e In general, the problems of provincial and municipal governments &
Wore related to their revemue sources than to the capital markets (pp 69
70=1). (For a discussion of provincial and municipal borrowing in foreié
markets and of their use of savings bonds, see pp 66=9).

: The Commission draws attention to the heavy use by busines?
of internal funds (pp 34, 37=9). However, it does not find this has %
to serious misallocation of funds since almost all firms meet market, tes%%
in one way or another (p. 42). ‘ -

The Commission received conflicting evidence on the finan®
problem of small business (pp'43=‘,6)e Its judgment is that there is 1O s
wide gap in financing facilities (pp 45,230), but that some problem exis®
for firms with borrowing;‘needs in the range of $10,000-$100,000 (po L5)e
Many of the difficulties of small business are managerial rather thad
financial and some of them are due to the reluctance of the owners of Qmﬂ}

business to sell any of their equity to those being asked to put up high”
risk funds (pp 4h, 230),

III Financia) Policy

(a) Monetary policy and debt management,
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signifi
cant effects on expenditure, there are important limits to its use.

Its im ]
pact is neither strong enough nor rapid enough that general monetary

Polic
Y alone can be expected to stabilize cycles of economic activity

(bp 443-8).

Th s "
e Commission?s analysis of monetary policy lays considerable stress

on the
importance of “credit conditions™ = i.e. the cost, terms and general

‘v.ilab
ility of credit to borrowers and, consequently, the terms and yields

Onwhi
ch savers may invest their funds (pp 423<6). It agrees with the Bank

1 through which real expenditures are
ry to affect these cost and avail=

of
Canada that this is the channe

inf1y
e
nced and that the suthorities must t
tent with the stab=-

t link

¥ factors to influence spending in a manner consis
ailed to find any other direc

11t
¥ of the economy. The Commission f
esses that it is not the

between the quantity of money and spending and Ly
jch the authorities should be concerned.

s on the similar effects of
ons (pp 425, 4k9=50)

ands of

"mon
&Y supply" as such with wh
The Commission laid considerable stres
.Qngt
ary policy and debt management on credit conditi

It th
Us argued the need for close co=ordination of the two str
Polie
¥ (p. 456). Nevertheless, the Commission found in reviewing the
"lri
Ous principles of debt management (pp 451=9) that it is not necessary

to
Press a strong counterccyclicll debt management policy in season and

ruments can normally influence

456=7), The general monetary inst
policy is not

Creg
it conditions sufficiently a8 long as debt management

Aty
vely impeding them; at times, nonetheless, debt operations ¢

an be

axt,
Temely helpful in establishing the right set of credit .conditionse
(o

* the Commission’s comments on nindex" bonds and Canada Savings Bonds,

See Pp I+58=9)o

(b)
Selective credit comtrols
financial policy

The Commission rejects the view that stronger

ot

thts should be sought by frequent use of selective credit controls
s =

Uch as asset ratios imposed on financial 1nstitutiona or manipulation
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of the down Payment and other terms of mortgages and consumer credit
(PP 473=77).  Such measures distort markets and are unlikely to retais ’
their effectiveness since those wanting funds and those having them i
able will soon fingd ways to circumvent these barriers (pp 473-7h). THe
net result would thus be higher costs and lowered efficiency.

The Commission finds that the presenmt power to vary required amﬁ'
ratios from 8% to 12% is of no Particular use and that the chartered bﬂr
agreement with the Bank of Canada to observe a 15% secondary liquid e
minimum should not be retained (pp 474=75). 1f such controls are t0 beb.
imposed on institutions by "moral suasiom® or otherwise, it should only
done with the goverment.'s specific approval (p. 476).

(c) Foreign ownership and investment

Similarly, the Commission réjects the use of direct controls oF
international capital flows as disrupting to the efficient working of
economic incentives and as having harmful long-term effects (pp 5979528%
The report containg a number of recommendations to improve Canadians’
tles but does not favour direct measures

against foreign investment (pp 867, 495<7). The cost of servicing

Canada's foreign indebtedness, although large, is smaller in relatiod

s the
to the countryisg total output ang exXport earnings ‘thap it has been iB

y es
past (pp 83<4). The country will no doubt continue to draw in resourct

e
from abroad at some times but on balance the economy need not be a 1aré

in concert with it. Muen Will depend on governmentss willingness and



b i
ilit, X
4 ¥ to use fiscal policy (PP 505-7). To be acceptable and useful,
Scal

measures cannot be haphazard and unco-ordinated; they must include

es and the latter must be constructive and

tax o

s well as expenditure chang
Teversi

ble (pp 520-1). As the Commission puts ity T o A BELLES o]

e-appeal than effects are no sub=

MQ.S'lu-
e o
s or fiscal steps which have more €Y

Stitut
e for a broad and well=thought=out general policy which is clearly aimed
fiscal deficits or surpluses incurred

¥ stabiliz
ilizing the economye Appropriate
not national disasters

g
en
sible ways for sensible purposes are, after all,

.th
8y are acts of prudent economic managenent."

(e)
Exchange rate polic
rtance under a fixed ex=

Fiscal measures take on &% jncreased 1mpo

°h&ng .
e

rate system, This is partly be
ce changes in the va

.rfgct on
expenditures when it does pot indu

c&nadi
an dollar (pp 4356, bk2y bbk)e However
Canadavs

it is also pecause inter-
holdings of exchange reserves

latio
nal capital flows which affect

fferentials; thus, the

e pars
icularly sensitive ©0 interestwrato di
rsué policies wide

1imited (pp 472<3»

ly divergent from

‘onet&ry H
authorities? freedom t0 pu

R
e
elsewhere, particularly the United states, is

489-92),
w that the present exchange rate

The Commission takes the vie
he difference

Parity j
Y is an appropriate one (pe
s is

bet;
Ween a fixed and flexible exchangeé rate system is not as great a

°%t
imes believed (pP 4,88-90) - Neve

rtheless, the fixed rate will

to time (pp 491~
the Commission

es from time

However,
practical

loh&“run
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The Commission stresses the importance of Canada participating
fully in the discussions fop improving international payments arrangé”
ments and liquidity in order to minimize the conflicts between external
financial considerations apg domestic policy goals (pp 498=503). H°“'°v°:'
it rejects the view that a revaluation of gold would provide an equitabl®

sensible or lasting solution to the problem (p. 502).

(g) Co-ordination of 0lic
M

be
5P must
In view of the close inter-relations among policies, they

1izing
carefully co-ordinateq if they are to have maximum effect in stabi

j cy-maker?
the economy (PP 523<5), The most important objective of the policy

d to
must be to read the economic situation ag carefully as they can an

: ght
ensure that the combination of policy instruments is working in th

e aré
direction, The Commisgion argues that it is not disastrous if ther

the
short-term lags ip adjusting policy (pp 466, 536), and in any event

to
delays in the effects of policy changes are such that one camnot hopé

t of
have any precise control over short periods, Yet if the general se

ray
policy is Persistently wrong, little help can be expected from an ar

of special measures including attempts to regulate incomes and wages

(pp 532=3), Nbvertheless, specific measures - to improve the mobility

and skills of labour, for eéxample = can pe helpful (pp 527=531),

(h) Techniques of monetary policy

h
On the more technica] 4spects of monetary and debt policy, sU°

e
as the method of calculating cash reserve requirements (pp 461-63)s 2 ¢
different ways of administering Bank Rat

issue (pp 457-58),

of de?
e (PP 464-65) and techniques
the Commission takes the viey that the authorities
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ary importance compared t0

%uev
er ;
, it views these matters as of second

ithie
ving an appropriate nget" of policy (p- 531).

%) Bank of Canada

le of the Bank of Canada, the Commission em=

ing it with some independence within the
the same time the government has
£ it dis-

In discussing the ro

Phasiz

L es the advantages of provid
ent orgafiization (pp 540-k2): At

cise final control i

finay
responsibility and must pe able to exer
ordingly recommends that

Comnission acc
Minister of Finance

.Kl‘ee
8 with the central banke The
with the right to

the Bapy
of Canada Act provide the
o the action he wishes it to

e
a specific directive to the Bank as ©
es not expect the directive procedure b0

when all attempt
s that directives

take
(ps543). The Commission do

be y
sed
except in rare circumstances s at reconciling

diffe
r
ences of view have failed, and note have not been

ed
in other countries (PP 54,3=k)
rnal organization of the Bank of

Canag

a

» (the organization of other P"ncy’”“aking arms of &
nded that efforts

markets and the country
pat it might be

al and Toronto

In its discussion of the inte

be made

dige
us
sed on pp 533-6) the Commission recomme

to
sty
engthen the Bank’s contacts with financial

Benep ally
(pp 550, 5529555)° The Commission suggests t

Table to develop the role of the Bank’s agents in Montre
£ appointing highly—qpalified men as

4
80 stresses the importance ©
fully consulted

that they are

QbOu

( t important changes in policy and the general nana&elﬂlt of the

Pp

Hnjz""”- A separate poard for the 1.DoBe nded (p+230)-
1y, it is proposed that the

ltm
8 in the main regions of ¥e

dire
ctors of the Bank and of ensuring
Bank

is also recomme

ing

orm

q ed about developments ghroughou®
atio

ns are also made about the Governor“s veto

8olq
‘Tatio and redemption provisionss

of other matt

for :
t
he provinces, and & number
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(3) Summary views of policy

In summary, while the Commission stresses that there are 1imits

to what can be accomplished by policy (pp 397-8, 536=7), and that ther®

are no automatic formulae to guide the authorities, it believes that vl

thought=out ang Co-ordinated measures and strong leadership can greatly

improve the performance of the economy and minimize conflicts among
objectives.,
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