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Canada: Securities Industry |
And the Economy

By D. S. Beatty,* Retiring President of Investment Dealers’
Association of Canada and President of Burns Bros.
and Denton Limited, Toronto

Annual report to Canadian investment industry’s members by retiring

head notes Association’s burden

of work continues to increasej

announces searching study to determine whether objectives and

organizational form should be expanded; and reviews progress rang-

ing from qualifying salesmen and improving members’ standards to

instituting industry-wide pension plan. Turning to the whole economy,

Mr. Beatty is encouraged by the rise in production and exports, and

decries increasing governmental intervention in private business and
the onerous tax level.

As I look back on my year of
office, I am impressed with the
amount of time that was contrib-
uted by the National Executive
Committee,
assisted by the
District Busi-
ness Conduct
Committees,
Audit Com-
mittees and
District
Executive
Committees to
enforcement
of the Associa-
tion Bylaws
relating to
character of
business and
financial standards. Our business
enjoys a very considerable degree
of freedom from direct govern-
ment intervention and I think it
axiomatic that we will retain this
freedom only so long as we de-
serve it—hence the time spent on
these matters by your committees,

Practically my first act on tak-
ing office was to recommend to
the National Executive Committee
that an every-Memeer check be
made as of June 30, 1962 to ensure
that no Member had been weak-
ened below our minimum require-
ments by the drastic fall in secu-
rity prices. This check, in fact,
did reveal that five Members had
fallen below our minimum capital

David S. Beatty

requirements. Appropriate jand
vigorous action, including strong
reprimands and fines, were im-
posed and the deficiencies were
promptly corrected.

Last autumn Bylaw 8J was en-
acted requiring that all salesmen
employed by Member firms be
registered - either with the Asso-
ciation or with one of the three
recognized stock exchanges. The
registration |was carried out in
cooperation with the Montreal,
Canadian, Toronto and Vancouver
Stock Exchanges. Bylaw 8J pro-
vides that every applicant for a
sales position will be scrutinized
by an appropriate District Com-
mittee and that the salesman ei-
ther pass Course I or sit a special
examination. To date 1,650 sales-
men have registered with the As-
sociation, of which number only
seven requested the special ex-
amination and all seven passed.

At this Annual Meeting we will
be asked to approve nine amend-
ments to our Bylaws and Regula-
tions. In addition to' Bylaw 8J
just mentioned, there are three
other amendments designed to
provide greater safeguards to the
public and other dealers in mat-
ters concerning our Members.

Each autumn the National Ex-
ecutive Committee selects by lot
approximately 20 Members to re-
port on the character of their busi-
ness. The 1961 draw showed one

Member below our standard, but
this situation was corrected with-
in the time set by the National
Executive Committee. In the 1962
draw satisfactory reports were re-
ceived from all Members with the
exception of one United States-

-based firm. who was unable to re-

port due to lack of adequate rec-
ords of Canadian business. The
necessary records are now being
installed and the report will be
made to the Association in July.

Iregret to report the bankruptcy
of a Member in the Alberta Dis-
trict. Sincel this case is in the
courts, I cannot comment on it,
However, I can say that we are re-
viewing our audit system wherein
the Member’s Auditor chosen from
an approved panel reports to one
of the six District Auditors. It is
our goal to prevent the recurrence
of such a case if humanly possible.

During my term of office, one
Member resigned because the firm
was going out of business, one
Member resigned at the request of
the District Business Conduct
Committee and one Member was
expelled for breach of our finan-
cial Bylaw 8A.

There were a number of merg-
ers and take-overs and seven
houses were admitted to Member-
ship. Pope & Company, Toronto,
Florido, Matteau Inc., Montreal,
Macrae & Co., Toronto, Savard &
Hart Inc., Montreal, and just re-
cently the application of Dreman
& Co., Winnipeg, Bulman Evans
& Co., Montreal and Francis I. du
Pont Inc.; Montreal, were ap-
proved. We welcome these houses
to Membership and extend our
good wishes for their future suc-
cess.

National Executive Committees,

in recent years have been con-
scious of the importance of our
fidelity insurance requirements. A
special committee, under the
Chairmanship of Mr. W. F, Hill,
Annett & Company Limited, To-
ronto, is now preparing a report
on what changes should be ef-
fected to better safeguard the
public and our Members from acts
of dishonesty, theft, mysterious

Forward wi'th Canada
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disappearance and other risks af-
fecting our business.

Some of our Members operate
under a handicap, as compared
with stock exchange members, in
the matter of guaranteeing signi-
tures on securities put in for trans-
fer. When the Incoming National
Executive Committee receives the
report of the special committee on
fidelity insurance, it will then be
in a better position to appraise
what the Association can do to
remove this disadvantage.

The margin requirements speci-
fied in the Regulations pursuant
to Bylaw No. 8 were reviewed and
certain changes made. 'Margin re-
quirements determine, to a large
extent, the amount of capital a
Member requires and they are al-
ways under review (for instance
the National Executive Committee
on June 20 discussed at length
what the margin requirement
should be on NHA Guaranteed
Mortgages carried in inventory).
As suggestions for improvement
are received from our committees
and our Members, the National
Executive Committee will give
them careful consideration.

The work of the various pro-
vincial Securities Commissions
and the legislation under which
they operate are most important
to our industry. In the course of
my travels, I called upon the Com-
missions in all provinces except

P.EI and Newfoundland and was
well received by the Commission-
ers. I am pleased to recognize the
presence at this meeting of Mr.
Harry Rose, Chairman of the Al-
berta Securities Commission.

During the year our Committées
presented certain suggestions to
the securities commissions con-
cerning adequate - disclosure in
connection with short-term prom-
issory notes offered for sale to
the public and the sale of addi-
tional securities to existing inves-
tors in a company. :

Gratifying progress is being
made in the matter of achieving
uniform provincial securities leg-
islation and I feel that we are also
making progress within the Asso-
ciation in the uniform enforce-
ment of our Bylaws and Regula-
tions.

We were very pleased to note
the recent appoinmtent of Mr.
John R. Kimber, Q.C., as Chair-
man of the Ontario Securities
Commission. Previously acting
Chairman of the Commission, Mr.
Kimber, has had a distinguished
career in the legal profession and
is also Master of the Supreme
Court of Ontario. We are grati-
fied that such an able man has ac-
cepted, what is to us, such an
important appointment.

While the bulk of the work on
Continued on page 14
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Managing the

Investing

Firm Profitably Today

By Wilbur M, Sachtjen,* Associate, McKinsey & Company, Inc.,
Management Consultants, New York City

Investment and brokerage firms finding it hard to maintain their
earnings position and to cope with increasing competition are ad-
vised on what they should be doing to overcome their untenable

situation. An expert on these matters, Mr. Sachtjen explains what
has been causing the investment industry’s profit-squeeze, and pro-
vides succinct advisory guidelines applicable to smaller firms as
well as larger ones. Stress is placed on making internal manage-
ment, from the partners on down, efficient; on uncovering profitable
opportunities and dropping non-profitable onesj and on how to
cultivate the will to do a better job once equipped to do it

There seems to be rather general
agreement that the historical de-
velopment of the investment bank-
ing business in Canada can be
traced to a
handful of
firms who pi-
oneered, at the
turn of the
century, in
originating
Canadian un-
derwritings.
Around these
firms—or,
more correct-
ly, out of them
—a network
of satellite
firms sprang
up. These firms were dependent

Wilbur M. Sachtjen

to a large degree on participating .

in the “new issue” selling groups
of the larger houses. In time, cer-
tain of the newer firms were also
included in the wunderwriting
groups.

The investment business slowed
down, of course, during World
War II; but the. postwar period
saw tremendous volume growth
in Canada, as in the United States.
This period has been character-
ized in the United States as the
“soft decade”, and my studies lead

me to believe that much the same

applies to Canada. The business
rolled in on a tidal wave of indus-
trial and social expansion. Secur-
ing additional volume was easy.
Under these conditions of auto-
matic growth, the industry was

almost too busy—and probably too
-profitable—just taking care of the

business at hand to worry about
“managing.” Many firms expanded
rapidly, with little or no conscious
planning—and unfortunately, with
little or no real opportunity to
study the cost or profitability of
individual moves.

During this period, the expan-
sion of many firms had no par-
ticular focus; in my research in-
terviews I was told repeatedly
that “we just moved into what-
ever came along.” As a result, in
many quarters little attention was
paid to good methods, to control
of overhead and other costs, and
to employee selection. Despite this
“automatic” growth—this built-in
increase — profitability not only
failed to rise accordingly, but, in
many instances, began to fall. Now
as everyone readily agrees—and,
as many even then foresaw—the

old automatic growth is gone, and
in its place have come tremendous
increases in competitive pressures.
What happened to the good, soft
days?
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The Consequences of Financing
Changes

In my interviews, I encountered

some understandable differences

of opinion as to the underlying

causes of this changed business

environment. There was, however,

general agreement on certain key
points. Let me discuss a few of
these.

First, 'there has been a definite
reduction in the total dollar vol-
ume of corporate financing in
Canada, The volume of corporate
new issues peaked in 1956-57, and
has been at significantly lower
levels since that time, both bonds
and stocks. This is not too sur-
prising, since the industrial ex-
pansion during the early and mid-
fifties was of such magnitude that
it literally telescoped industrial
development in Canada. Although

the total volume of provincial and

municipal finanecing continues
heavy, the dip in corporate fi-
nancing is of extreme significance
since many firms derived the most
important part of their earnings
from this source, In fact, a'recent
article in The Wall Street Journal
even pointed out that—in the
United States, at least—the inter-

nal generation of funds by cor- -

porations had reached a level that
greatly reduced their dependence
on the capital markets for financ-
ing expansion projects.

Second, - there have been un-
mistakable pressures by borrow-
ers to reduce the costs of financ-
ing. Spreads have narrowed for
corporate issues, and there has
been a continued interest in the
private placement of securities. In
the provincial and municipal field,
much of the business provides lit-
tle more than a selling commis-
sion, and many municipalities
borrow from provincial eredit cor-
porations rather than do public
financing themselves. These fac-
tors have put tremendous pressure
on existing selling groups: first,
by cutting overall margins; second,
by reducing the supply of securi-
ties available to smaller firms. In
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addition to these pressures, there

are indications that the propor-
tion of securities sold at public
bidding may increase in the years
ahead.

Third, the investment business
in Canada has become increasing-
ly “professional” as individual
investment funds have shifted into
institutional hands (banks, life
and other insurance companies, in-
vestment counselors, mutual funds
and the like). In fact, these newer
customers have become preemi-
nent. To do business with insti-
tutional professionals—both in
Canada and abroad — Canadian
firms have had to acquire the
skills and investment sophistica-
tion expected in those circles. And,
though essential, it has been ex-
pensive to upgrade selling skills
for these contacts, and to train
and maintain a high caliber re-
search effort.

A fourth condition which has
undoubtedly made it more diffi-
cult for many firms to maintain
their earnings position is an in-
crease in overhead costs. With
new offices come higher rents and
clerical salaries; with the demand
for better research and analysis
which was just described come
higher expenditures for such serv-
ices; and with expansion come ex-
pensive private wire systems. Un-
fortunately, the bulk of these costs
tend to be relatively fixed in a
going concern. Consequently, mar-

gins can be badly squeezed in pe--

riods of declining volume unless
there is tight, and knowing, con-
trol over expenses.

Fifth, there are evidences that
old historical underwriting ties
are no longer sacred, and that
there is a much more competitive
attitude today in the financial
arena than in years past. There
has already been considerable al-
teration in the historical groups
for provincial and municipal is-
sues, and intense rivalry exists
among investment firms for im-
proved participation in the under-
writing groups for corporate fi-
nancing.

A Look at What “Top” Firms
Are Doing

Unquestionably, Canadian in-
vestment firms today must live
much more by their management
skills than five years ago, when
the total volume of available busi-
ness was sufficient to mask a mul-
titude of managerial weaknesses.
Needless to say, I bring no pana-
cea for all these ills; nor is my
purpose to predict the future com-
petitive environment in the in-
vestment industry. But I would
like to focus on the kinds of real-
istic, specific things that can be
done to cope with problems like
these now and in the future. One
good way to approach the subject
is to examine what a few Can-
adian firms have been doing to
combat the - changes discussed
above,

Let me review an analysis of
what I find that some investment
firms have been doing about it.
These firms and individuals seem
to be getting “on top” of the situa-
tion, and to have pretty clear ideas
of where they are going and why.
And what they have been doing
about it are the' things that any
firm in this business can do, re-
gardless of size.

It seems to me that there are
five practical things these firms
have done:

(1) They have studied what’s
going on in the industry, particu-
larly activities they are engaged
in.

(2) They have examined their
own strengths and limitations.

(3) They have thought through
what it takes to achieve their
goals—and have taken steps to get
what’s required.

(4) They have been alert to
opportunities for profit improve-
ment.

(5) Most of all, they have de-
veloped something vye have iden-
tified as the will to ‘'manage,l and
they have gone to work to build
this will throughout their organi-
zations.

From our interviews, we deter-
mined that a number of firms in
the industry have achieved, or are
attempting to achieve, progress in
one or more of these areas. I would
like to go into each characteristic
in terms of what firms in the in-
dustry have actually been doing
about them.

Knowing What’s Going on in the
Industry

First, really knowing what’s go-
ing on in the industry. Earlier,
we looked briefly at the nature of
the industry and at some of the
major trends which have shaped
its present competitive climate.
But the firms that are really on
top of the situation have gone
much further than that. Such firms
not only know what has’been hap-
pening in their industry—and why
—but go on to develop a portrait
of what the industry will be like
some years hence. It is not enough,
obviously, to plan only for today’s
opportunities and problems; one
must also make assumptions about
what the future holds.

Now, I am sure that the repre-
sentatives of the smaller firms
believe that this is probably a
good thing for the larger firms,
but completely inappropriate for
the small firm with its limited
manpower and resources, Butina
sense the smaller firm has no
choice. Lacking the manpower—
and, generally, the resources—of
larger firms, it can’t participate
as broadly in the many activities
open to firms in your industry. To
survive and prosper, it must be
constantly alert not only to “new
deals” and short-run business op-
portunities, but to those external
trends that threaten the niche it
has selected—and must recognize
the need to select a new niche, if
that proves necessary.

Every firm really has to make
a determination of the time and
money it can divert from “running
the store” to planning for what
lies -ahead. Our experience shows
that most firms err on the side of
doing too little, not too much. And
the real danger for the smaller
firm is not that it will overplan,
but that it just won’t do any plan-
ning at all.

Knowing Your Own Strengths
And Limitations

Second, knowing individual
strengths and limitations, and de-
ciding where to go—and what
kind of a firm to be — requires
more than an awareness of the
external environment. An invest-
ment firm must look pretty
searchingly at its own operations,
too.

First of all, it is all-important
to have the facts on how and
where you are making your
money. To know how much each
activity is really contributing—
not just to firm revenue, but to
firm profits—and what the trend
of that contribution has been. To
really know which activities—and
which offices—are only marginal
from an earnings standpoint, or
are definitely unprofitable. And

Continued on page 8 |

1“The Will to Manage in the Invest-
ment Banking Field,” by Marvin Bower.
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Federal-Provincial Fiscal
| Relations Need Updating

By Duff Roblin,* Premier Province¥of Manitoba

The way to promote Canada’s economic growth and national unity
is to alter the Federal-province fiscal arrangement permitting more
provincial fiscal elbow room, to coordinate Federal plans for devel-
opment with provincial plans and, in turn, to bring about public
and private partnership to fill the gaps said to be left unfilled

by the natural play of economic

forces. In advancing this argu-

ment, Mr. Roblin warns that Canada’s independent economic exist-
ence is at stake and he urges an early convening of a federal-

provincial fiscal conference.

The Premier reviews the techniques

employed by his Province to further growth, and makes clear that
the economic planning he proposes is not a planned economy and
that the partnership idea is not new to Canada’s history.

The meeting of a national Can-
adian body like the Investment

_Dealers Association is an event

of more than ordinary importance
for Canada in
1963. It is of
course true
that this As- -
sociation rep-
resents a vital
force in
the economic
structure of
the Canadian
nation. Here
are men and
women skilled
and effective
in the ‘mobili-
zation pnd
supply of one of the classic factors
of production — the capital re-
sources of the nation.

As a Provincial Treasurer I have
much reason to appreciate the
skills that are represented in such
a group. In Manitoba, in recent
years, as much as 30% of the
capital investment put in place
has been on the direct initiative of
the government of the province.
We have the responsibility for two
Crown corporations which are
giant users of capital in supplying
our people with electricity and
with telephone service; I might
as well say that they provide these
services at rates which are among
the lowest, if not the lowest on
continent. Perhaps that is only
to be expected since they are re-
lieved of corporation income tax.
In addition, we make provision for
two credit organizations which
supply long term funds (not
otherwise available from regular
credit sources) to farmers and to
small business in Manitoba and
I add that these organizations op-
erate successfully on orthodox
business principles.

Hon. Duff Roblin

Praises Investment Industry’s and
Its Assist to Growth

For all these purposes, and
others, the investment industry is
employed to find the capital we
must have to invest in these es-
sential lines of growth and de-
velopment, and I appreciate in
this direct sense not -only the
indispensable nature of invest-
ment dealer and banker activities,
but the relation between the sup-
ply of capital and aspects of na-
tional growth.

The word “growth” is one of the
magic words. of our time. The
phrase “problems of growth” epit-
omizes perhaps in three words
what is today the basic domestic
concern of our public and our
private affairs. Some people
speak of growth in the physical
sense of economic expansion and
development. Others think of
growth in metaphysical terms—
in terms of the development of
our national personality and our
national - individuality. Though

\
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these two concepts of growth are
clearly not the two sides of the
one coin, economic growth and the
idea of the Canadian nation have
acted and interacted upon each
other throughout our history.

It is only to state the obvious,
I think, to assert further that not
since 1867 have these two aspects
of our national life affected one
another more closely than they
do today. Economics unite with
the feelings of men in a joint de-
mand for effective ~answers to
both sorts of these problems of
growth so that our nation may be
able to enter the second century
of its existence confidently and
constructively. It is my hope here
to reflect on the nature of that
challenge to a province like the
Province of Manitoba.

The first essential of course is
to develop a proper perspective of
one ’s place in the scheme of things.
Perhaps it would be appropriate
for me to'recite what has been
called the politician’s prayer given
to me by a friend when I first
entered public life, and it goes
like this:

“O merciful God, grant that I
may in some small degree be
worthy of the high esteem in
which I hold myself.” This sar-
donic reminder is good for poli-
ticians when they attempt to pon-
tificate on problems of state.

Independent Economic System
Is at Stake

It is true, however, that the
Canadian constitution entrusts to
the governments of the provinces
grave and weighty responsibilities.
Some are exclusive of the
provinces themselves, Others are
shared with the national govern-
ment. All of them are vital to
growth and happiness. Canada is
in fact facing today economic and
political tests similar to those we
solved_in 1867. We ask ourselves
once again, Can this nation exist
and prosper as a separate entity
in the circumstances in the trad-
ing world of the second half of the
20th  century?” We are over-
shadowed perhaps by unwitting
American economic’ imperialism
that with the best of goodwill and
good intentions jostles with a Eu-
ropean Common Market that ex-
cludes many of Canada’s interests
and Canada’s friends. While the
eccnomic future of the western
world is being thus reorganized
we hope and work for a fuller
recognition of our place in ' the
scheme of things but clearly we
have no right to any optimistic
assumptions.

' Add to this the current separ-
atist sentiment within our country
and it is not too much to say that
our independent economic exist-
ence is at stake. Upon that exist-
ence our political and national life
will certainly depend. I for one
have no doubt about the answer.

Our nation was founded almost
100 years ago in response to a
similar economic¢ and political
challenge. We succeeded then and
we shall succeed now. But the
specific solutions of 1867 have long
since answered their purpose. We
must be ready and willing today
to deal with present problems as
we find them. We can accept the
human and spiritual values of
our Confederation as a basic
premise, but we must acknowl-
edge that their expression in pol-
icy and planning in 1963 must
meet the needs of the evolving
and developing situation.

Though there is no slogan to be
found or great formula to be dis-
covered to provide an automatic
solution, we can approach our
problems and hence their answers
if we are willing to accept the
realities of the existing economic
world and compete on its terms
both at home and abroad.

Economic Essentials

In Manitoba we do not under-
estimate the vital importance of

our primary export industries,
like wheat, for example. After all,
Manitoba No. 1 Northern is the
world standard of quality for
wheat. However, our province has
successfully made the change from
a single crop economy to a broad-
ly diversified primary and sec-
ondary industry. Manufacturing
now occupies the centre of our
stage with its gross product dou-
ble that of the farm. It is now
clear that secondary industry and
service industry are the keys to
jobs in Canada and to employ-
ment at home. - They are essential
to economic independence in the
world today. Under conditions of
fair competition with a minimum
of special favors, our enterprisers,
our workers and our government
must accelerate their efforts to
supply the needs of Canada them-
selves and to find a larger place
in the export markets of the
world. . This way lies not only em-
ployment and jobs but also the
answer to the balance of our in-

ternational trading accounts and

to economic and financial self-
reliance.

Role for Economic Planning

I must frankly say that I do not
believe we may comfortably ex-
pect the natural play of economic
forces alone to accomplish these
goals' without an effort on our
part. In today’s complex world,
positive action by people and gov-
ernment must be mobilized. I do
not ask—I do not suggest—that
we should espouse the planned
economy, but I do maintain that
we must embrace economic plan-
ning. And this is no mere play on
words. After all, economic plan-
ning, which is nothing more or
less than a thoughtful concern for
the future, is the lifeblood of
every successful enterprise in the
nation today and illumines the
success story of every effective
individual enterpriser as well.

Free enterprise is perfectly
compatible with the voluntary co-
ordination and cooperation of the

Continued on page 22
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Anderson & Company Limited
Toronto
COX, STANLEY*
Bankers Bond Corporation
Limited
Toronto
CRONYN, J. B.¥
Cochran, Murray & Co. Limited
Toronto
CRYSDALE, J. R.*
Mills, Spence & Co. Limited
Toronto
DANVERS, I. C.*
Pemberton Securities Limited
Vancouver
DEACON, J. S.*
Deacon Findley Coyne Limited
Toronto
DEACON, PAUL S.
The Financial Post
Toronto
DEMPSEY, JOHN B,, II*
Dempsey Canadian Newsletter
Montreal
DESROCHERS, PAUL*
Lagueux & DesRochers
Limitee
Quebec
DUHAMEL, PIERRE*
Rene-T. Leclerc, Inc.
Three Rivers
EASSON, JOHN L.*
Isard, Robertson and Co.
Limited
Toronto
EDWARDS, J. C.*
Matthews & Company Limited
Toronto . :
EGAN, VINCENT J.*
The Globe and Mail
Toronto

EVANS, F. O0.*
McLeod, Young, Weir &
Company Limited
Toronto

EVANS, JOHN*,
Greenshields Incorporated
Vancouver

FARLOW, W. F.*
Wood, Gundy & Company
Limited
Kitchner

FINDLEY, ALLAN G.*
Watt & Watt Limited
Toronto -

FINLEY, W, A.*
Wood, Gundy & Company
Limited
Edmonton

FISHER, F. C.*
Eastern Securities Company
Limited
Saint John

FISHER, P. M.*
A. E. Ames & Co. Limited
Toronto
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to know not only the reasons for
good or bad results—but who is
responsible for them as well. Be-
ing without this kind of informa-
tion is like driving a car down
unmarked roads. You are in mo-
tion, to be sure, but you have
little or no idea where you have
been or. where you should be go-
ing.

Another essential requirement
in analyzing one’s own situation
is an inventory of the firm’s capa-
bilities and limitations. To develop
such an inventory, one must
gritically evaluate key personnel
and each activity engaged in to
determine: (1) the things in which
you excell as a firm, and those
areas where effort is truly weak;
(2) the degree to which the firm

is using its available pool of man-
power to full effectiveness in
present activities, and not just
settling for ‘“passable” perform-
ance; and (3) the unused reser-
voir of experience and skills, in
both “existing” and “new” areas,
which might enable the firm to
expand its present operations, Ob-
viously, a critical question here
is the degree to which the firm
is dependent ‘on the skills and
contacts of only one or two men.

Determining What It Takes to
Achieve Goals

A number of firms in the in-
vestment industry seem to have
done the two jobs just described.
They have studied the competi-
tive environment carefully and
have made assumptions on what

the future would bring. They have
also taken a searching look at
their own position today, and the
kind of position they would like
to have in the future. This, alone,
has been an agonizing process for
these firms, though they feel it
has been worth the considerable
effort involved.

But another task remains be-
fore a firm will really be on top
of the situation, The task is think-
ing through what it will take in
manpower, time, and facilities to
get where that firm wants to be.
This process is also hard work,
and it can involve a good deal of
team effort before a reasonable
plan of action emerges. Whether
the goal is to build a superior re-
search and analytical staff, to
move into some new investment
activity, or to identify and elim-
inate unprofitable activities, the
“thought” process is the same.
And the ultimate success in
achieving the goal will be heavily
influenced by the caliber of the
thinking at this stage.

Boston
London, Eng.
Paris, France
Ottawa
Calgary
Edmonton

MARKETS maintained in all classes of Canadian external

and internal bond issues.

Stock orders executed on the Monireal and Toronto Stock

Exchanges, or net New York markets quoted on request.
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BELL SYSTEM TELETYPE 571-0880 (Area Code 212)

Dommion SEcUrRIMES GRPORATION
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40 EXCHANGE PLACE, NEW YORK 5
Telephone WHitehall 4-8161

Canadian Affiliate == Member Toronto, Montreal

and Canadian Stock Exchanges

|

Toronto
Montreal
Winnipeg
Vancouver
Victoria
Halifax

Being Alert to Opportunities
For Profit Improvement

The firms that have been alert
to profit opportunities — and that
have capitalized on them—have
been able to offset somewhat the
impact of the unfavorable trends
in other areas. There are several
ways in which this has been done:

(1) By moving into a new (often
specialized) activity. For exam-
ple, some - firms saw an oppor-
tunity in the budding money mar-
ket and went after it. Others have
established a position for them-
selves in the distribution of fed-
erally insured mortgages to insti-
tutions. In recent years, several
firms have recognized that there
is a good deal of interest abroad
in Canadian investments, and
they want to make sure they par-
ticipate fully in such  business,
both “new issue” and ‘“‘secondary”
activity.

(2) By carrying out an existing
activity more aggressively and
capably than your competition.
Some firms realized that the tre-
mendous expansion in corporate
underwriting could not last for-
ever, and they took steps to de-
velop other areas of their business
than “new” issues. Recognizing
the increasing emphasis on insti-
tutional business, both inside Can-
ada and abroad, they set out to
forge the tools for a more con-
tinuing relationship in that quar-
ter: sound research support and a
sales force capable of handling
“professional” contacts. Others
have worked hard to develop dif-
ferent areas — “retail” brokerage,
stock trading activities, and mu-
tual fund sales,

(3) By  imaginative expense
management: Unfortunately, the
only program some firms have for
expense control is a periodic at-
tack on the number of clerks in
the back office. On the other
hand, certain firms have carefully
studied their spending patterns
and have rigorously pruned un-
profitable services, excessive sales
coverage, and inefficient opera-
tions. Still others are scrutinizing
electronic data processing to de-
termine whether their individual
applications promise real, achiev-
able benefits in terms of cost
savings, greater record accuracy,
or speed of processing data. And
some firms have determined—in
advance—manpower requirements
for specific back-office activities
under varying volume levels.

Essentially, this kind of alert-
ness is a management attitude.
Some firms are so preoccupied

with what they are now doing
that they seem unable to turn
their efforts to something new.
Others always seem able to find
new ways to do things profitably.

Building the Will to Manage

Within the firms. that seem to
be getting on top of their prob-
lems, there is an obvious desire
of key partners to do a better
job of “managing”. And where
there is this will to manage, there
is also concern about the need to
build other managers within the
organization.

Of course, inherent in this phi-
losophy of building new managers
is the desire of the present con-
trolling partners to have  their!
firms continue after them. With-
out such a desire, there is little
incentive to create the sort of
firm “climate” that will attract
talented younger men and ensure
that management continuity.
Without such a desire, there is
much more inclination to simply
drift along in a direction that
represents nothing more than an
amalgam of the personal interests
of the controlling partners.

In my interviews, it was empha-
sized repeatedly that Canadian
firms in the past did a poor job
of developing new managers, I
was told that in most firms con-
trol has been in relatively few
hands, and that there has been an
inherent reluctance to delegate
responsibility and. authority to
others. This situation has obvious
drawbacks in providing for suc-
cession, particularly in the
smaller firms. I was not surprised,
therefore, to learn that succession
poses a serious problem for a
great many Canadian firms; and
that replacements for a relatively
large number of key partners will
be needed within the next five
years or so. And this problem is
not made any simpler by what I
understand is a fairly general
disinclination to bring outsiders
into your firms.

The firms in your industry that
have set out to develop new man-
agers have recognized that
younger men of this caliber will
expect to be rewarded on the
basis of their accomplishments,
not on rank and seniority alone.
There also appears to be an in-
creasing, and very healthy, tend-
ency in Canada to distribute own-
ership more broadly among all
the men who are really contribu-
ting to the firm’s success. As such
a younger man, I am acutely
aware of the stimulus to ingivid—

\
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ual effort that ’this kind of man-
agement attitude will provide.

Where Do We Go From Here

Let’s look for a moment at what
we have been talking about from
a somewhat different point of
view. Almost two years ago, the
Managing Director of our Firm
addressed a management course
of the U. S. Investment Bankers
Association on a similar topic. In
beginning his talk, he squd he felt
sure that if all the investment
banking and brokerage firms in
the United States were to ballot
on the popular song that best re-
flected their real attitudes towards
managing their firms, it would be
a close choice between “Drifting
and Dreaming” and “Don’t Fence
Me In”. He then went on to say
that this observation was based
on evidence of an extremely lim-
ited ‘“will to manage” within the
investment business in the United
States. Without that will, he said,
the study of management tech-
niques is largely academic; with
it, such knowledge is relatively
easy to acquire. The key to better
management in this field is the
|will to manage.

Although these statements were
made to a U. S. audience, I be-
lieve they are pertinent to our
discussion today, because we are
also talking about the will of
Canadian investment firms to {ry
and do a better job of managing
their businesses. As we have seen,
some have begun the task and are
continuing to make significant
progress. And it seems to me that
the mounting competitive and
cost pressures within your indus-
try are awakening a need. to do
a better managing job in many
other companies. For those who
develop the will, but are unsure of
the specific steps to take, he out-
lined the basic elements of an
effective management program
for'an investment firm. Let’s com-

ment briefly about each ore:

(1) Planned objectives: The ob-
jectives of a personal service
business are the types of service
that it offers customers—i.e., the
kind of business it should conduct.
The partners as a group—or some-
times, in the larger firms, through
a managing or executive commit-
tee—should decide collectively on
what services shall be offered,
and on what type of firm they
want to be. You are not all the
same kinds of firms; probably no
two firms are exactly alike, But
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the first thing that has to be done
is to decide on the kind of busi-
ness you want to do.

No personal service firm can
offer services effectively without
partners who are personally in-
terested in those services. But the
firm—as a firm—should decide
that partners who are interested
shall devote their efforts to par-
ticular services, whether they be
institutional selling, the money
market, provincial and municipal
securities, corporate underwriting
and private placements, research,
or “retail” brokerage. And if none
of the present partners is inter-
ested in a type of business that
the firm decides is desirable, then
others can be brought in from the
outside to handle it. |

(2) Defined responsibilities and
authorities: To be effective, any
management program for a per-
sonal service firm. must define
who does what, and what author-
ity each partner and executive
shall have, This kind of definition
is especially important in a per-
sonal service firm. Otherwise,
partners—particularly those with
the largest percentage interests—
can wreak havoc by indiscrimi-
nately poking around in a lot of
different activities.

On the other hand, any such
definition of authority in your
type of firm must not be so re-
strictive as to cause a loss of the
interest and enthusiasm on which
effective individual effort de-
pends. Partners will be partners
—and they should have a proprie-
tary interest in everything; but
the definition of responsibility and
authority cannot be so loose as to
permit wasteful duplication, con-
fusion, and conflict.

Some firms have even attained
such size ‘and complexity that
there is need for full-time admin-
istrators —i.e., individuals whose
sole function is administration and
who are not involved in produc-
tion. Most of the large firms have
full-time administrators for cleri-
cal and back-office activities, but
few have recognized the merit of
using full-time administrators for
other activities. With a sizable
network of individual offices,
however, the problems in effec-
tively administering various ac-
tivities, firm-wide, are many and
time-consuming. And there are
often particular advantages to be
derived from better administra-
tion of the sales effort. Frequently
outstanding producers have re-
sponsibility for selecting and

Continued on page 10

A worthy member for your team...
the Sun Life representative

Yes, as an expert to help plan your estate, the Sun Life representative can work closely
with your lawyer, accountant and trust officer in providing you with the best possible advice.
To preserve your assets, your estate will need dollars immediately available to meet death
taxes and last illness expenses. Sun Life can provide such dollars.

For more than ninety years, Sun Life of Canada’s representatives have provided security
to untold numbers of men, women and children in time of need. With $11 billion of life
insurance in force representing three million individual policies and group certificates, and
with 150 branch offices in North America, Sun Life offers policy contracts that are modern

and up-to-date in keeping with the changing times in which we live.

SUN LIFE ASSURANCE COMPANY OF CANADA
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training other salesmen—although
they may be poor administrators
themselves. But the skills needed
to produce and the skills needed
to manage other producers are not
necessarily found in the same in-
dividual.

(3) Clear policies and proce-
dures: Policy and procedure clari-
fication and definition is one of
the obvious steps in an effective
management program, Most firms
can profit from deciding on the
policies and basic..procedures for
guiding all major activities, and
then reducing them to writing,

In many firms there will prob-
ably be resistance to carrying this
process very far; but every firm
has probably taken some steps in
this direction. The intent is obvi-
ously not to hamper and slow
down the effective operation of
any activity; on the contrary, the
purpose is to clarify, for all con-
cerned, how the firm wants spe-

cific types of business handled.

If current procedures do not
prox‘lide the means for determin-
ing the . profitability of - various
types of business—or of various

offices—this, too, should. certainly
be explored.

(4) Effective leadership: When
objectives have been developed—
and responsibilities, authorities,
policies, and procedures have been
defined—there must be machinery
for seeing that the program is
enforced. This is where the pro-
gram begins to cut—and here is
where resistance usually starts.
But the success of the entire pro-
gram rests on the skill with which
it is enforced. In a personal serv-
ice firm, the essential ingredient
for successful enforcement  is

. “leadership,” not “direction.” But

unless that leadership requires a
reasonable adherence to the pro-
gram, your management processes
will end up being rather ineffec-
tual.

In most investment firms of any
size, the top policy-making and

‘governing body will probably be

a managing committee. This com-
mittee would elect all firm ex-
ecutives; establish major policies;
review office and individual per-
formance; fix the percentages as-
signed to partners; and act on all
major (but not minor) matters.

There should also be a head of
the firm who serves as the chief
executive partner. This is a man
who should command the respect
of his partners, and be a broad-
gauged person with vision, under-
standing, and tolerance. He should
also be: decisive, tough-minded,
and demanding.  Above ' all, he
should be able to bring people
together to work as a team.

The important ingredient, of
course, is the leadership and ad-
ministration that is essential to an
organized approach to managing
the firm. And, in the final analy-
sis, no leadership will truly suc-
ceed in this task unless it has the
support of the other partners.

% % &

A program of this general type
can be successfully adapted to
managing any investment firm,
provided the controlling partners
really have the will to make it
succeed. Without that will, it will
be futile for the partners to con-
cern themselves with management
techniques. With it, and with
proper leadership, resulting im-
provements in effectiveness—and
in firm morale—should produce
greater profits and increase the
likelihood of a continuing place,
“on top” for you.

*An address by Mr. Sachtjen to 47th
Annual Meeting of the Investment Deal-
ers’ Asssociation of Canada, Jasper, Al-
berta, Canada, June 22, 1963.
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LeMESURIER, J. R.*
Dominion Securities
Corporation Limited
Toronto

MILLS, R. L.*
Greenshields Incorporated
Toronto

MOORHOUSE, JOHN C.*
Deacon Findley Coyne Limited
Toronto

MURPHY, T.*
Burns Bros. and Denton
Limited
Calgary

MURRAY, J. R.*
A. E. Ames & Co. Limited
Winnipeg

NARES, G. P.*
James Richardson & Sons Inc.
New York |

NAYLOR, L. REED*
C. M. Oliver & Company
Limited
Vancouver

NORRIS, JOHN H.*
Collier, Norris & Quinlan
Limited
Montreal

OBORNE, J. R.*
Nesbitt, Thomson and
Company, Limited
Montreal

ORDE, BERT
Commercial & Financial
Chronicle
New York |

O’ROURKE, T. J.*
Moss, Lawson & Co. Limited
Toronto

OSTIGUY, JEAN P. W.*
Morgan, Ostiguy & Hudon Ltd.
Montreal

OUELLETTE, ROGER*
McDonnell, Adams & Co.
Limited
Toronto

OUGHTRED, G. W.*
Royal Securities Corporation
Limited
Toronto

PAVEY, W. G.*
W. C. Pitfield & Company,
Limited
Montreal

PEARCE, WALTER 1J.
Bongard & Company
Toronto

PEQUEGNAT, JOHN A.*
Wills, Bickle & Company

- :Limited St )
Toronto

*Denotes Mr. & Mrs.

PERCIVAL, E. G.*
Merrill Lynch, Pierce, Fenner
& Smith Incorporated
Toronto

PITBLADO, JAMES B.*
Harris & Partners Limited
Toronto

POUTNEY, F. B.
Houston, Willoughby &
Company Limited
Regina

PAGE, J. PERCY*
Edmonton

REEVES, R. L.*
Greenshields Incorporated
Toronto

REID, W. G.*
Fry & Company Limited
Toronto

RICHARDSON, J. A.
James Richardson & Sons
Winnipeg

RITCHIE, J. W.*
Scotia Bond Company Limited
Halifax

RITCHIE, D, MAX
Sydie, Sutherland & Ritchie
Limited
Edmonton

ROBLIN, DUFF*
Winnipeg

RODOMAR, DOUGLAS V.
Calvin Bullock, Ltd.
Montreal

ROSE, FRANK
Dow Jones & Company, Inc.
New York

ROSE, HARRY*

Albert Securities Commission
Edmonton

ROSS, ROBERT G.*
Collier, Norris & Quinlan
Limited
Montreal

RUTHERFORD, C. P.*
A. E. Ames & Co. Limited
Victoria

RYAN, MICHAEL M.
Stevenson and Ryan Limited
Vancouver

SACHTJEN, WILBUR M.
McKinsey & Company Inc.
New York

SAINT-PIERRE, GUY*
La Maison Bienvenu Limitee
Montreal

SAMIS, ROBERT B. E.*
Samis & Company Ltd.
Vancouver

SCHAEFER, D. E. M.*
Nesbitt, Thomson and
Company, Limited
Montreal
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Nesbitt, Thomson & Co. Ltd., Vancouver.

Mr. & Mrs. Robert G. Ross, Collier, Norris & Quinlan Ltd., Montreal; Mr. & Mrs. B. H. MacDougall,
MacTier & Co. Limited, Montreal.
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SCHWEITZER, DONNA
Official Reporter
Edmonton

SCOTT, LESSLIE W.*

Ross, Knowles & Co. Ltd.
Toronto -

SCRIVENER, H. R.
Dominion Securities
Corporation Limited
Winnipeg

SCULLY, H. D.*

Nesbitt, Thomsoon and
Company Limited
Halifax

SHARPE, SAMUEL G.*

A. E, Osler Company Limited
Toronto

SHAW, D. B.*
A. E. Ames & .Co. Limited .
Toronto

SHORTLY, J. L.*
Cochran, Murray & Co. Limited
Toronto

SMITH, R. H.
Gairdner & Company Limited
Toronto

SMITH, STANLEY R.
La Maison Bienvenu Limitee
Montreal

ISPAFFORD, E.*
Cornell, Macgillivray Limited
Halifax

SPIDLE, S. A.*
Greenshields Incorporated
Winnipeg

STEINER, R. N.*
A. E. Ames & Co. lelted
Toronto

STEWART, W. A.*
Midland Securities Corpn.
Limited
Montreal

STROLY, H. W.
A. E. Ames & Co. Limited
New York

SUTTON, G. D.*
Nesbitt, Thomson and
Company Limited
Montreal

SWANSON, A. R.*
Burns Bros. and Denton
Limited
Winnipeg

TAFTS, W. M.*
Bank of Canada
Ottawa.

TAPRELL, W. R.*
Carlile & McCarthy Co. Ltd
Calgary

*Denotes Mr. & Mrs.
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TAYLOR, G. H.*
Wood, Gundy & Company
Limited
New York

THOMPSON, BRUCE E.*
Ross, Knowles & Co. Ltd.
Toronto

THOMPSON, R.*
Burns Bros. and Denton
Limited
Vancouver

THOMSON,, W. E.*
Pemberton Securities Limited
Vancouver

THORBURN, W. H. A* = .
Mills, Spence & Co. Limited
Toronto

TINGLEY, H. W.*
Wood, Gundy & Company
Limited
Montreal

TREBELL, FRANK D.*
Greenshields Incorporated
Montreal

TURNBULL, C. M."‘I
Nesbitt, Thomson and
Company, Limited
Ottawa

TURNER,J M. A.*
McLeod, Young, Weir &
Company Limited
Edmonton

TURNEY, A. H.
Gray, Tapp, Turney &
Company Ltd.
Calgary

VAN LUVEN, J. A.*
Vancouver Stock Exchange
Vancouver

VIDRICAIRE, H. J.
James Richardson & Sons
Montreal

VILIM, GEORGE*

Morgan, Ostiguy & Hudon Ltd.

Montreal

VIRTUE, L. W.*
James Richardson & Sons
Toronto

WADDS, R. W.
McLeod, Young, Weir &
Company Limited
Toronto

WALCOTT, H. A.*
W, C. Pitfield & Company,
Limited
Calgary

WALKER, W. S.

Investment Dealers’ Association
Toronto

\

WEBB, DONALD L*
Merrill Lynch, Pier!
& Smith Incorporated

ELDON, DAVID B.*
Midland Securities Corpn.

Limited
London

WEST, J. J.*
Wood, Gundy & Company

Limited
Vancouver

WILLIAMS, L. B.*
Hagar Investments Ltd.
Victoria

, Fenner

WILLIAMS, V. BEN*
C. M. Oliver & Company
Limited
Vancouver
WHITEHEAD, J. D.*

Moss, Lawson & Co. Limited
Calgary

WILSON, WALTER*
Intercity Securities Corporation
Limited

]
Toronto

WOOTEN, P, A.*
Royal Securities Corporation
Limited
Vancouver

WRIGHT, J. R.*
Carlile & McCarthy Co. Ltd.
Calgary

Wood, Guhdy & Co., Inc.

Canadian Government, Municipal and

Corporation Securities

40 WALL STREET, NEW YORK 5, N.Y.

Telephone: Digby 4-0633

Telex: 212-571-1509

Affiliated with

Wood Gundy & Company

Limited
Head Office

36 King Street West, Toronto, Canada

Branch offices in 13 principal Canadian cities

and in London, Eng.

Wood, Gundy & Company

Members of
The Toronto Stock Exchange
Canadian Stock Exchange

Montreal Stock Exchange
Vancouver Stock Exchange

Wood, Gundy (International)

Limited

36 King Street West, Toronto, Canada

Wood, Gundy (International) Limited extends the investment services
of the Wood, Gundy organization to other: parts of the world.

Wood, Gundy (Bahamas)

Limited

Rawson Square, Nassau, Bahamas

|

Orders for Canadian, American and European securities executed
through affiliates in Canada, New York and London, Eng.
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Mr. & Mrs. D. E. M. Schaefer, Nesbitt Thomson & Co. Ltd., Montreal; Mr. & Mrs. C. P.

Rutherford, A. E. Ames & Co. Limited, Victoria.

Mrs, R. N. Steiner, Toronto; Mr. & Mrs. D. B. Shaw,
A. E. Ames & Co. Limited, Toronto,

CANADIAN SECURITIES...

The comprehensive research facilities
of our Canadian affiliate,

James Richardson & Sons, are available
at all times to Banks, Trust Companies
and other Institutional investors.

L] RS INC.

JAMES RICHARDSON &SONS.INC.

14 WALL STREET, NEW YORK 5, TELEPHONE Dlgby 9-2850

affiliate kJ\“ES RICHAR SON &S()NS established 1857

INVESTMENT DEALERS

MONTREAL * TORONTO * WINNIPEG ¢ CALGARY * EDMONTON * VANCOUVER ¢ VICTORIA * PRINCE GEORGE * LETHBRIDGE
MEDICINE HAT ¢ REGINA ® SASKATOON * MOOSE JAW o SWIFT CURRENT

* BRANDON * KENORA ¢ LONDON
CHATHAM * KINGSTON ¢ KITCHENER o LEAMINGTON ¢ GALT e« SIMCOE

* WINDSOR * LONDON., ENGLAND

\

Mc<Leop,You qu'ynfnim & COMPANY

Members:
The Investment Dealers’ Association of Canada

Government, Municipal and
Corporation Securities

Stock orders executed on all Exchanges

Head Office
50 KING STREET WEST, TORONTO

Montreal Ottawa Winnipeg London  Vancouver Hamilton Calgary
Kitchener Quebec Sherbrooke Windsor Edmonton New York

Affiliate:
McLeop,Youns, WEIR,
INCORPORATED

1 CHASE MANHATTAN PLAZA ¢ NEW YORK
Telephone WHitehall 4-1770 Teletype 212-571-0295
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. L. P. Letarte, La Corporation de Prets de Quebec, Quebec; Mr. & Mrs, Maurice Brault,

Garneau Boulanger Limitee, Quebec.

Mr. & Mrs. Hugh Blair, Dominion Securities Corporation Ltd., Edmonton; Mr. & Mrs. D. Max Ritchie,
Sydie, Sutherland & Ritchie Ltd., Edmonton; Mr. & Mrs. M. A. Turner, McLeod Young Weir &

Company Ltd., Edmonton,

James P. Pitblado, Harris & Partners Limited; Toronto; Robert L. Mills,

Green-

shields Incorporated, Toronto; Rolf W. MacKean, Greenshields Incorporated,

Montreal; S. A. Spidel, Greenshields Incorporated, Winnipeg.

R. A. DALY & COMPANY

'LIMITED

Members
The Investment Dealers’ Association of Canada
The Toronto Stock Exchange
Montreal Stock Excrhange Canadian Stock Exchange

UNDERWRITERS AND DEALERS
IN CANADIAN GOVERNMENT, MUNICIPAL
AND CORPORATION SECURITIES

Private Wires connecting Toronto, Montreal
and New York

44 KING STREET WEST
TORONTO, ONT.
EMpire 4-4441

|

1010 BEAVER HALL HILL
MONTREAL, QUE.
UNiversity 1-9751

Members:
The Investment
Dealers' Association
of Canada

All Major Canadian
Stock Exchanges

Gairdner & Gompany Limited

320 Bay Street, Toronto, Canada

We provide a/ complete service for corporate financing
in Canada. Private enquiries from dealers invited.

Affiliate .
Gairdner & Company Inc.
60 Wall Street, New York !

Calgary Charlottetown Edmonton Halifax Hamilton Kingston Kitchener
London Moncton Montreal Ottawa Quebec Toronto - Vancouver Winnipeg

Canadian Bonds and Stocks

: ROYAL SECURITIES INC.
Two Wall Street, New York 5 - WOrth 2-0805

Canadian Affiliates:

" 1903 — SERVING INVESTORS FOR SIXTY YEARS — 1963

Underwriters and Distributors

'ROYAL SECURITIES COMPANY

Member: Principal Canadian Stock Exchanges

244 St. James Street West, Montreal 1, Canada

15 offices serving investors throughout Canada

ROYAL SECURITIES CORPORATION LIMITED
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Canada: Securities‘_lndliStry
And the Economy

Continued from page 3

our Brief to the Royal Commis-
sion on Banking and Finance came
to an end last summer, there was
some supplementary work to be
accomplished and additional sta-
tistics were filed with the Com-
mission only a few weeks ago. It
is interesting to note that the As-
sociation, as such, has expended
nearly $30,000 on this project with
some bills still to be paid. Of
course, the total contribution of
Member firms in time and ex-
pense would be many. times that
figure. We are looking forward
with interest to the report of the
Commission and we anticipate
this should be available by the
end of the year.

In collaboration with the Toron-
to, Montreal/Canadian and Van-
couver Stock Exchanges, and the
Trust Companies Association, the
Association developed a booklet:
Code of Procedure on “Take-
Over” Bids. From the comments
which have reached me, this will
prove to be one of the more con-
structive achievements of the As-
sociation this past year.

The Insurance Committee, under
the Chairmanship of Mr. J. T.
Skelly, Midland Securities Corpn.

Toronto, has been investigating
the feasibility of a Group Pension
Plan for partners, directors and
employees of Member firms and
corporations. Some 60 Members
indicated interest in participating
in such a plan and last February
the National Executive authorized
retaining Osler, Hammon & Nan-
ton Limited, Employee Benefits
Branch, as consultants. On rec-
ommendation of the consultants,
the Committee selected the Stand-
ard Life Insurance Co., Montreal,
as prospective underwriters of the
insured portion of the plan and
the National .Trust Co., Toronto,
for the trusteed portion |of the
plan. The Standard Life and the
National Trust Co. are now pre-
paring the necessary insurance
policy and trust agreements and
Osler, Hammond & Nanton’s field
staff will soon be calling on in-
terested Members to discuss the
adaptation of the plan to each
Member’s particular requirements.
Since the status of the proposed
national compulsory contributory
pension plan is unclear at this
time, the decision was taken to
press ahead with setting up our
own plan which might free our
Members from becoming involved

&

THE ROYAL BANK OF CANADA

. Head Office: Montreal

Assets exceed 5 billion dollars

Stock and bond orders executed

Securities accepted and delivered

Safekeeping services provided
Funds transferred anywhere in the world

Apply at any branch, or through our Securities Departments
inMontreal; Toronto; Ottawa; St. J ohn’s, Nfld; Charlottetown;
Halifax; Saint John, N.B.; Winnipeg; Calgary; Edmonton;
Regina; Vancouver; Victoria; New York; London and Paris.

Over 1,080 branches throughout Canada,

the Caribbean area and South America.

p://fraser.stlouisfed.org/

in any compulsory schemes which
may be enacted by the provinces.

This winter and spring there
has been confusion over trading
in the rights of Shawinigan Indus-
tries Limited. This activity seems
to have been based on newspaper
reports of what was going to hap-
pen. Some of our Members have
become involved in substantial
losses in this connection and I
hope that in future such trading
will be approached with extreme
caution until a legal document,
such as a prospectus, is available.

It is evident from my remarks
that the burden of work which
the Association is being called
upon to assume, especially in the
area of self-regulation, continues
to increase. Murray Cox, Ander-
son & Co., Chairman of the On-
tario District Executive Commit-
tee told me recently that he has
attended 93 meetings and had
been out of town on 14 days on
Association business during his
term of office. The work of the
President is becoming so heavy
that arrangements should be made
to lighten his work load. With
such - consideration in mind, the
National Executive Committee has
approved . the appointment of a
very special committee —may I
call it a Commission—to study and
report on two basic matters: first,
the objectives of the Association
and second, its form of organiza-
tion. The study of objectives
would embrace such matters as
the regulation and self-discipline
of Members, the maintenance of
high standards of financial re-
sponsibility, policy regarding con-
tacts with governments concern-
ing legislation and taxation and
other activities such as education,
research and public relations. Un-
der “form of organization,” the
Commission would study such
questions as: has the time arrived
for a full-time President or should
we continue with our appointed
President and strengthen the per-
manent staff? Other matters in
this area are the allocation of
costs among Members, the consti-
tution of National and District
Executive Committees, and
whether further decentralization
of control of the Association is
desirable, R

It has been an active year for
our education and public relations
committees. Last November the
Association produced at a cost of
$3,700 a short film in both English
and French which, to date, has
been shown on 24 television sta-
tions across the country. Extra
prints have been purchased and
added to the Association’s film
library. In addition, another pro-

gram on investing was arranged
and broadcast over the French-
language network of the C.B.C.

Engagements handled by our
speakers’ panel committee were
down from the previous year.
However, our evening lecture pro-
grams in some 25 centers drew a
total enrollment of close to 2,000,
an increase of over 200.

Last fall the Association’s head
office took over from the univer-
sities the task of distributing the
English-language edition of our
Home Study Course “How to In-
vest Your Money in Bonds and
Stocks.” Sales to the investing
public of some 1,700 copies com-
pares favorably with distribution
in recent years.

The French-language edition of
this course continues to be dis-
tributed by our frields at Laval
University. The French text is
currently being revised and is ex-
pected to be available by the fall.
A new French-English investment
glossary is also being prepared.

Demand for all the Association’s
publications continues strong. The
booklet “Investment Terms and
Definitions” has recently under-

‘gone extensive revision and'will

soon be made available to Mem-
bers. A revision of “How to Read
Financial Statements” is also
pending.

Late last month the Association
in cooperation with the Toronto
Stock Exchange played host to
nine professors from economics
and commerce departments of
three Western and six Ontario
universities.  From the comments
we received from our guests dur-
ing this week-long study program,
it is clear that this is one of the
most efective parts of our external
education program, It is hoped
that a similar type of -visit for
Quebec and Eastern universities
may be held in Montreal next
year.

This past year saw a new record
set in Course I enrollment with
522 students registered. The high-
est previous enrollment was in
1957 with 495 students. Through
drop-outs and terminations, 350
students were eligible to write the
Course I final examination last
month. Course II enrollment was

slightly below the level of recent

years. -Of 169 who enrolled, 137
wrote the Course II examinations.
Final results in both courses are
being sent out this week.

Over the year several changes
were made in the administration,
marking and final examinations of
the two courses. It is hoped that
these changes have helped make
the courses of greater value to all
students.

'

During the years some course
material has become dated. New
source material, particularly from
our submission to the Royal Com-
mission on Banking and Finance,
has become available. In addition,
Toronto and Montreal education
committees have been active in
gathering a large amount of new
material on the operations‘of our
leading stock exchanges; account-
ing, cage and delivery procedures;
regulatory aspects of investment
business, and so on. The point
has been reached where the major
task of revision, editing and con-
solidating all this material must
now be undertaken. It is a job
which goes far beyond the imme-
diate capacity of our permanent
staff or of our education commit-
tees. During the coming months
many Members will be asked to
devote extra time and effort to
course revision. Because of  the
continuing need to replenish the
ranks of our industry with trained
and competent personnel, I hope
that Members will give all pos-
sible help to this work on our
courses.

At this point I would like to pay
‘tribute to the fine work of the
I. D. A. permanent staff, and I
would like to record my apprecia-
tion of the high standards main-
tained by Harry Gassard, and to
the wonderful way Eric Harvie
has fitted into the team and will-
ingly gone far beyond what might
normally be expected of him in
his job.

Most of us are busy with our
day-to-day activities' seeking a
livelihood, and confined to a nar-
row idea which tends to limit the
range of our thinking. I think it
is good for us occasionally, to lift
up our heads and look at the
larger horizons and think about
Canada.

On the bright side, we have just
completed a year with a record
rate of growth in our Gross Na-
tional Product — accompanied by
strenuous and successful efforts
to penetrate world markets on an
impressive scale. These successes
range from hydro electric projects
in ,Brazil, through transformers
in the West Indies, sulphur to
Australia, as well as other chemi-
cal and allied products through-
out Commonwealth markets, to
white goods and prefabricated
houses in Germany. Perhaps the
most successful penetration of
foreign markets has been accom-
plished by our magnificent steel
industry, our banks and life in-
surance companies and our liquor
and brewing industries.

Unfortunately, this growth in
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our production and in our exports
has not been accompanied by the
growth that one would expect in
the Government’s revenue from
corporate income tax and personal
income tax. Both these figures for
the 1962-63 year were lower than
the 1961-62 year. Indeed, the Gov-
ernment’s revenue from corpora-
tion tax has not shown any growth
since 1950, indicating to my mind
that the rate of corporation tax is
higher than the traffic will bear.
There was a similar development
in Ontario when the Province
progressively increased its per-
centage of the pari-mutuel take
at the races until it reached a level
of 19% at which point revenues
from this source sharply declined.
When the rate was dropped to
15%, revenues immediately recov-
ered and have been climbing ever
since. I don’t think wagering
dropped during the declining pe-
riod and ensued, but I believe that
it was carried on outside of the

pari-mutual system. Similarly, I
think that the corporation tax
rate, and possibly the individual
income tax rate, have reached a
point where avoidance of tax lia-
bilities has become of equal im-
portance to Canadian businessmen
as conducting their business effi-
ciently and profitably.

Another dark cloud on the hori-
zon is the increasing Government
intervention in areas normally
served by private buinesses. The
most rapid rate of increase is at
the municipal level, but the three
“levels of Government in 1961 had
direct expenditure amounting to
32.3% of the Gross National
Product as compared to 22.8% in
1951. If this rate of increase should
carry forward in a normal geo-

metric progression, our children
will finish up in a society where
the Government dictates the dis-
posal and distribution of the en-
tire production of the country.

WALL

ST.

Two Wall Street
Headquarters for

Canadian Information

At the corner of Wall Street and Broadway, you will find
headquarters for information on Canadian business oppor=
tunities. Two Wall Street is the address of the New York

Agency of Canada’s First Bank,

an organization which

has been helping U. S. businessmen operate north of the
border for 100 years. Through this Agency, a $4 billion

organization with 900 branches
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Having recently visited an Iron
Curtain country where this is in
effect, I am alarmed by this trend.
Every phase of life is so closely
supervised that it is little better
than living in’ a prison.

In his inaugural address Amyas
Ames (Senior Partner, Kidder,
Peabody & Co., New York City),
the President of the I.B.A., pointed
out that when the pilgrims arrived
in America, they were attracted
by the communist ideal as it is
presently expressed. They had an
agreement signed by the Pilgrim
Fathers on July 1, 1620 which
specified that ‘“each person was
to be a joint partner in the com-
mon venture for seven years.”
During those seven years, “all
profits and benefits which they
got by trade, teaching, working
and fishing, or any other means
of any person or persons, were to
remain still in the common stock
and all such persons as were of
the colony were to have their
meat, drink, apparel and all pro-
visions out of the common stock
and goods of the said colony.” It
did not work for the pilgrims any
better than it works now. Three
years later in 1623 the Governor
felt compelled to end it and he
said “so they began to think how
they might raise as much corn as
they could and obtain a better
crop than they had done — that
they might not still thus languish
in misery.” Similar words are
being heard today coming even
from Mr. Khrushchev. At length,
after much debate, the pilgrims
decided ‘“‘to set corn every man
for his own particular and in that
regard trust to themselves,” and
so each family was “assigned a
parcel of land which had very
good success for it made all hands
very industrious, so as much more
corn was planted than otherwise
would have been by any means
the Governor, or any other, could
use and saved him a great deal
of trouble—and gave for better
content.”

There is one further quotation
which incidentally was brought
forward—*“the women now went
willingly into the fields which be-
fore would allege weakness and
inability; whom to have compelled
would have been thought great
tyranny and oppression.” In my
opinion, we are drifting towards
a similar concept to that with
which the Pilgrim Fathers started,
and it is not going to work any
better than theirs did. There is
no substitute for the profit incen-
tive for men of energy, ingenuity
and adventurous spirit to provide

full employment and increasing
prosperity for our country.

For many months of the year
we have, in Canada, quite a severe
climate when you compare it with
certain other countries. We are
subject to periods of bitter cold
and periods of intense heat. We
do, however have certain advan-
tages in our climate—such as our
beautiful changing of seasons and
our rapid growing season during
the summer months, which to me
are adequate compensation for its
severities.

Our natural resources are enor-
mous—and they have barely been
tapped. Our production of agricul-
tural products, forest products,
minerals and sources of energy
far exceed the demand for Cana-
dian consumption and, indeed, the
prospective demand which, can be
anticipated for many years ahead.

We enjoy in this country a very
high standard of living—statisti-
cally, I believe, that it is exceeded
only by that enjoyed by the United
States and Sweden and we enjoy
a vast area of habitable country
in relation to our relatively small
population. These magnificent as-
sets, and advantages, of course,
carry with them an equally im-
pressive array of responsibilities
and problems. It is very easy for
us to let these problems loom so
large, and these responsibiilties
weigh on us too heavily, that we
forget that it would be impossible
to enjoy one without being pre-
pared to deal with the other.
Canadians long ago decided that
they wished to be more than just
hewers of wood and drawers of
water—that they wished to create
a nation disregarding the difficul-

Continued on page 16
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ties imposed by geographic con-
siderations and religion, race or
language, based on a clean new
concept, largely political in its
origin. Compared to the difficul-
- ties which were overcome by the
Fathers of Confederation and their
immediate successors in financing

the Economy

and establishing our basic trans-
portation system, political system
and starting our manufacturing
industries, the problems which

face us today somehow don’t seem
to loom quite so large.

In my own case, I know, I got
so immersed in the details of the
matters which' demand  attention
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and solution—principally the in-
creasing government invasion of
the private sector of the economy
and the onerous level of taxation—
that a number of us seriously dis-
cussed whether more useful and
satisfying careers could be built
in other countries. I did quite a
lot of searching for a place which
would offer better conditions un-
der which to build a career and
I found, as I am sure anyone who
examines the situation objectively
and carefully will find, that there
is no country in the world that
offers more opportunity for peo-
ple with the willingness to work,
a spirit of adventure and a desire
for fair play than this Canada of
ours. Having reached this con-
clusion, I then_realized that if
there were certain aspects of life
in Canada which I considered ad-
verse to me, and particularly for
my children, to live under, then
it was high time I set out to do
something about it.

Universal franchise, on which
our political sysem is based, has
all sorts of drawbacks and inequi-
ties. Indeed, it is basically unfair
that anyone attaining the age of
21, outside of a jail or a mental
institution, has a vote of equal
value regardless of his contribu-
tion, or lack of contribution, to
the building of his country. Nev-

ertheless, this sysem works better
than any other and it is under it
that those countries which enjoy
it have managed to build for them-
selves wonderfully high standards
of living, If this system has worked
better than any other in recorded

\

history, then perhaps we should
accept its shortcomings and exert
ourselves to making it work bet-
ter and improving on it rather

than sitting back to criticize and
complain. - We should encourage
our bright young people with
qualities of leadership to partici-
pate actively in politics and ea-
gerly and willingly assist their
political endeavors,

In closing, I would like to state
that I have complete confidence in
the competence, ingenuity and en-

ergy of Canadian businessmen,
and in those new citizens, now
business leaders, whom our favor-

able conditions have attracted,
and feel that if we are able to
preserve for them the freedom to
carry on their operations gainfully,
that they will lead us on to higher
and higher standards of living—
and still greater opportunities for
our children in the future.

*An address by Mr. Beatty at the 47th
Annual Convention of the Investment
Dealers’ Association of Canada, Jasper,
Alberta, June 21, 1963.
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Federal-Provincial Fiscal
Relations Need Updating

Continued from page 5

various sectors of our economy.
We seek harmoniously to make
the most of the resources of ma-
teriel and of humanity with which
the nation is endowed. In 1963 it
is not sufficient for government
just to hold the ring. Government
must also undertake an active role
to develop public and private en-
terprise in partnership. And after
all this idea is no new thing in
Canada where the very existence
of a trans-continental nation was
created in defiance of the ordi-
nary laws of economics, where the
nation depended and depends on
the development of that concept
of public and private partnership.
It is an essential part of Canadian
tradition and Canadian history
that government and enterprise
long ago learned to live and to
labor together in this country.

Manitoba’s Success in Bridging
Enterprise and Government
Let me tell you something of
how the Province of Manitoba is
attempting to employ this tech-
nique of government and en-
terprise ~ working together and
learning how to help themselves.
Unemployment was the catalytic
agent. Though we are proud to
tell of the highest employment
and the lowest unemployment of
any province in the nation for

Manitoba in 1962, nevertheless our
people for some time have been
concerned about the slow rate of
our economic growth and fearful
of the lack of opportunity for ful-
fillment for the younger genera-
tions coming forward. We looked
around and saw a province en-
dowed with only average natural
resources when compared with
some others, but sheltering an
energetic people only one or two
generations removed from the
pioneers of the plains. Yet there
was great uncertainty whether
economic growth would be fast
enough to meet the demands for
the employment of our people in
the years immediately ahead.

It was then that the idea of
COMEF — C.O.M.E.F. standing
for Committee on Manitoba’s Eco-
nomic Future, was born. Why not
mobilize, we said, the genius of
the free enterprise system. Why
not harnass the know-how, the
ideas and ability of the whole
economic community — business,
labor, farmers, professionals and
government. These people could
take a long hard look at Mani-
toba’s economic future and tell
our people what can be discerned
about the shape of things to come.
This approach to the question of
economic planning has one tre-
mendous advantage. Not only does
it include the free and voluntary
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cooperation of ‘the very people
who might be expected to carry
out the plan for the future, but it
gives them their full say in what
this plan is to be.

COMEF Report

Those of you who have seen
the COMEF Report which was
presented in March this year will
know the hopeful and challenging
possibilities outlined for the fu-
ture. It was particularly gratify-
ing to me that in that assessment
of the future there was a clear
definition of the responsibilities of
the government sector and the
private sector. The private sector
was to become even more enter-
prising and self-reliant, while the
job of government was “to create
a favorable climate for such pri-
vate action. The government must
act as a catalyst by instituting
those measures and programs
which will encourage the private
sector of the economy to help
themselves.” The Committee con-
sisted of some 200 people from all
the economic areas I have men-
tioned. First they sought to de-
fine the problems of growth in
Manitoba. Second they sought ex-
pert help to devise the best an-
swers. Third they filtered these
results through the consensus of
the Committee to. establish the
practical nature of the recom-
mendations. And finally they pre-
sented their views to the govern-
ment and to the people. The most
important conclusion, in my opin-
ion, was the conviction established
that there was need for new co-
operative informed activity based
on ‘new understanding and new
willingness to work together on
the part of all factors of the econ-
omy. This way was the way of
hope. No one, I trust, will be so
naive as to think that the special
and legitimate interests of man-
agement and labor, for example,
can or should be “abolished, but

eed was shown for bet-

more effective machinery

to get more out of society by mo-
bilizing our real potential for

Making the Plan Work
But to make a report is one
thing — to make it work is an-
other, The government of Mani-
toba is now engaged in designing
—indéed in inventing —and put-
ting together the machinery
needed to give life to the findings
and hopes and possibilities of the
COMEF Report in a manner ac-
ceptable for our own economic

circumstances and traditions.

The first task is to give perma-
nent form to the COMEF idea it-

\

self. It is a tremendous task of
continuing the process of self-eval-
uation and of preserving the self-
starting processes and of refining
the techniques and methods by
which the COMEF system builds
up community cooperation and
coordination. We hope to do this
through an. economic committee
of Cabinet called the Manitoba
Development Authority which will
work with the new Manitoba Eco-
nomic Consultative Board. The
new board will continue: the
COMEF techniques of operating
through industry working parties.
It will be responsible for devising
plans for the future and for en-
listing the aid and support of all
the economic interests concerned.
It will report not only to the
government but annually to the
public and to industry as well.

Leadership from the farmer,
from industry, from labor, devel-
opment of public attitudes and
understanding is an essential part
of this exercise in cooperation. In
a free society the difficulties can
hardly be exaggerated, but we in-
tend to do our best to make it
work on this keystone principle
and all within fhe framework of
the established constitution.

Reject “Big Daddy” Bureaucracy

Secondly a group of other agen-
cies is being set up whose names
describe in general the functions
that they will perform. There is
the Export Corporation, the Re-
search Council, the Design Insti-
tute and the Small Busines Mod-
ernization Fund. These agencies
will supply experience and re-
sources in the various fields in-
dicated by their titles. They will
benefit Manitoba’s essential small
business = complex by bringing
knowledge and skill to accelerate
their development. Let it be clear
that we are not interested in new
“Big Daddy” bureaucracy. We
plan to man these agencies by
volunteer directors drawn from
the ranks of successful business-
men and labor leaders and profes-
sionals in our province. This is a
method we have already em-
ployed to advantage in other gov-
ernment activities. Customers will
be charged for services rendered
where possible to provide a real-
istic measure of the worth and
efficacy of these new tools for
growth,

You may very well ask, “It
sounds good—but will it work?”
My honest answer must.be, “We
won’t know until we try.” But
we do know that try we must to
prove the value of this voluniary
and cooperatjve approach to the

.character of our nation.

problems of planning as a chal-
lenge not only to government but
to leadership in every economic
sense. Management, labor, farm-
ers, professionals and government
are now all put to the test. The
challenge lies squarely before the
enlightened self-interest of all to
prove that voluntarily and freely
we can work together for higher
and wider growth and develop-
ment in Manitoba.

Reason for National Disunity

While I belie\IIe wholeheartedly
in the need for and the responsi-
bility of provinces like Manitoba
to help themselves to attain the
goals of growth, no one can ignore
the fact that many of the main
levers of economic power and de-
cision rest in federal hands. That
is why on more occasions than
one I have suggested the need to
coordinate federal plans for de-
velopment with provincial plans
for growth. This is especially de-
sirable if we are to take into full
account the necessarily federal
Indeed
our present inability to reconcile
in our constitutional framework
the economic activities and pol-
icies of the federal government in
a manner consistent with our na-
tional purpose is, I believe, one of
the root causes of our present un-
happy problems of national unity.

Canada is a federal state and
faces many problems in govern-
ment not to be found in unitary
nations. The provinces together
with their municipalities account
today for almost half of the total
expenditure on government of the
nation, This represents a dramatic
shift in recent times in the bal-
ance of government spending.
Recognition of the scope of these
provincial activities has been slow
to come in some quarters. For this
reason fiscal relations between the
provinces and the Dominion are
at the heart of much of our cur-
rent discussions, as has been
clearly indicated by the Prime
Minister of Quebec.

New Federal-Province Fiscal
Relationship

I do not seek to add my judg-
ment of these issues on the pres-
ent occasion, but I am certain that
the longer their resolution is put
off the harder it will be to reach
just and acceptable solutions. The
Federal Government must have
resources to do its duty to the na-
tion. This we must acknowledge
for first and foremost we are all
Canadians. That of course cannot
exclude a reasonable resolution of
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provincial needs if this nation-
hood is to be a working reality.

I am confident that the Prime
Minister is not unaware of the
urgent financial and constitutional
necessities of the moment, His
views on equalization of tax re-
sources between the provinces are,
as I understand them, generally
coincidental with my own. It also
well may be that his proposal for
Ottawa to withdraw from mature
federal-provincial shared cost
programs and to commute the
federal payments now being made
under these programs into wider
fiscal elbow room for the, prov-
inces is not only good tax phil-

osophy but also a step farther
than might appear at first glance
to remove the earnest reproaches
of the Province of Quebec about
Ottawa’s steady encroachment on
what the Quebec Government
deems to be its provincial consti-
tutional rights and responsibili-
ties. It will be essential, however,
to develop alternative methods
of perpetuating the essential co-
operation in which these programs
materially assisted.

Thus a constructive attack on
federal-provincial fiscal problems
might include the commutation of
certain mature federal conditional

fiscal grants to allow provincial convening a federal - provincial a united and harmonious nation.

fiscal elbow room and also a re-
turn to the full principle of equal-
ization of tax resources between
the provinces. I believe that this
sort of approach would go a long
way towards adjusting the legiti-
mate contentions of French-speak-
ing Canada and restoring a sense
of harmony to the national fiscal
scene.

fiscal conference at the earliest
possible date. There we may ex-
plore these possibilities and estab-
lish good faith in dealing with the
challenge to the unity of the na-

tion.
In human affairs time is of the

essence, We have accepted that
compulsion in the Province of
Manitoba in our efforts to
strengthen and develop our eco-

Suggests Convening a Conference pomic community and to open up

To this end I express the hope new possibilities to attain the
that the Government of Canada good life for our people. That ef-
will realize the importance. of fort, however, can only succeed in

I hope that my proposal for a
joint and continuing federal-pro-
vincial attack on the problems of
unity and of national purpose may
prove acceptable of consideration.

Canada is one nation or it is
none, Let us widen the circle of
citizenship so that all Canadians,
whether they live on the banks
of the St. Lawrence or of the Red"
River of the North may rediscover
the purpose and the destiny for
which this nation was born 100
years ago.

*An address by Mr. Roblin before the
47th Annual Convention of the Invest-

ment Dealers’ Association of Canada,
Jasper, Canada, June 21, 1963.
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This brand name tells imiestors
a great deal about you.

The Canadian Dow Jones news ticker is visible evidence to all who enter
your premises that your firm knows more than the ordinary surface
news; that your recommendations are based on accurate, complete
facts and data. To both the experienced and the unseasoned investor,
the Dow Jones news ticker is a symbol of your authority, prestige, ob-
jectivity and reliability. If you would be interested in how and why
this news ticker can be used profitably in your office, too, write today!

CANADIAN DOW JONES LIMITED

69 Yonge Street, Toronto, Ont. » 204 Hospital Street, Montreal 1, Que.

The news ticker pictured here is one of several models used throughout Canada.
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