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by Duff Conacher

Since mid-1994, Ottawa-based Democracy Watch has led the
struggle for bank accountability in Canada, and in the fall of 1996
its campaign expanded with the creation of the Canadian Commu-
nity Reinvestment Coalition. The CCRC now includes more than
110 anti-poverty, community economic development, consumer,
labour, small business, social justice, student, and women�s groups
from across the country. Together they represent over three
million Canadians.

The CCRC is inspired by and modeled after the National
Community Reinvestment Coalition (NCRC), made up of more
than 700 groups from across the U.S. The CCRC has been pushing
for a wide range of changes to banking laws for the past three
years (set out in seven CCRC
position papers), all measures
that will increase the account-
ability of banks and other
financial institutions to
individuals, businesses, and
communities. In addition, the
CCRC led the successful
nation-wide citizen campaign to
stop the 1998 proposed bank
mergers, which federal Finance
Minister Paul Martin rejected in mid-December 1998.

Through 1998, a federal task force and two parliamentary
committees reviewed many proposals, including that of the CCRC,
for reforming Canada�s financial services industry. In reports
released in the fall of 1998, the task force and the committees
generally endorsed CCRC�s proposals, which are based on long-
standing laws in the U.S. and other jurisdictions.

In June 1999 Paul Martin responded to these reports by issuing

a policy paper. Martin�s policy paper also largely endorsed the
CCRC�s proposals, and committed the government to pass the
following bank accountability measures:
¾ All federally regulated financial institutions will be required to

produce annual, publicly-available Public Accountability
Statements containing information about their service record
across Canada. The statements are based on the disclosure
requirements of the U.S. Community Reinvestment Act (CRA).

¾ Four to six months notice, and a full public consultation with
the local community, will precede the decision about any
proposed bank branch closure.

¾ The current Canadian Banking Ombudsman, who is selected,
paid, and directed by the banks,
will be replaced by an inde-
pendent Canadian Financial
Services Ombudsman after the
example of the independent
ombudsmen that already exist
in Britain and Australia.
¾ Anyone who presents basic
identification will have the right
to open a low-cost, full-service
bank account (a right that has

existed for years in several U.S. states).
¾ A new government-run regulatory agency will be created to

ensure compliance with the above rights and responsibilities.
These measures will help, but key gaps remain and the CCRC is

pushing the federal government to close these gaps before it
introduces draft legislation in February 2000. For example, the
Public Accountability Statements will mostly contain national
information, instead of tracking bank lending, investment, and

ONTARIO

he best window of opportunity ever opened to ensure that Canada�s big banks serve the needs

of individuals, developing businesses and community economic development is about to close.

However, if you act fast, you can help the push for better banking laws by joining or donating

to the Canadian Community Reinvestment Coalition (CCRC) and sending a letter to Finance Minister

Paul Martin and your MP.

T

As a result of the U.S. laws, banks have invested
over $1 trillion in low-income and minority
neighbourhoods, including hundreds of billions
of dollars for affordable housing.

COULD CREATE $15 BILLION FOR AFFORDABLE HOUSING

A CRAMade IN

CANADA



Making Waves, Vol. 10, No. 4

3

service on a branch-by-branch, community-by-community level and
penalizing poor service, as the U.S. has for over 20 years.

Under the CRA and other laws first enacted in the mid-1970s,
banks and other financial institutions in the U.S. are required to
disclose how many people apply for housing and business loans
and investments and how many are approved and rejected. All
applications are categorized by race, gender, income level and
neighbourhood. In addition, branch openings and closings and
customer service records are tracked.

U.S. government regulatory agencies review the statistics and
grade each bank�s performance regularly, and if a bank has a poor
record (i.e., patterns of discrimination in the provision of credit
or services) it is required to take corrective action. Another
penalty for a failing grade is denial of the right to merge with or
take over another financial institution. As a result of the U.S. laws,
banks have invested over $1 trillion in low-income and minority
neighbourhoods, including hundreds of billions of dollars for
affordable housing.

The CCRC is pushing Martin to require Canada�s big banks to
disclose detailed statistics as the U.S. does, and to review each
bank�s record, rejecting takeover and merger bids, refusing
government contracts, imposing fines, and requiring corrective
action to penalize banks with poor records. Unfortunately, Martin
has ignored the positive impact of the U.S. laws, and only pro-
posed that the government review whether mergers between
banks are in the public interest. If a bank wants to take over any
other financial institution (e.g., TD Bank�s current proposal to
take over Canada Trust) no review will even take place.

In an attempt to avoid legal requirements to serve their
customers fairly and well Canada�s big banks have been making
many false claims concerning the potential impact of a CRA-like
law in Canada. First, they have claimed that the CRA requires U.S.
financial institutions to lend to anyone who walks through the
door, including people with poor credit records. In fact, the CRA
only requires that financial institutions lend to all credit-worthy
applicants, taking into account the safe and sound operation of the
institution. Second, they have claimed that the CRA sets a quota
for lending, when in fact the CRA only requires institutions to
meet legitimate demand for loans. Finally, they claim that the CRA
will make them lose money. But several studies by the U.S.
Federal Reserve Board have found that CRA loans are no more
risky than others and banks that have higher than average rates of
CRA lending are often more profitable.

While making these claims, Canada�s big banks have
downplayed the fact that Toronto-Dominion Bank owns a U.S.
bank (Waterhouse) and Bank of Montreal owns Chicago-based
Harris Bancorporation, and that both these U.S. subsidiaries are
very profitable. Both subsidiaries have also been required to take
corrective action because of poor service records revealed by the
disclosure requirements of the CRA.

Canada�s big banks have also claimed that they serve everyone
fairly and well, so a Canadian CRA law is unnecessary. Beyond the
significant evidence that the banks have treated many small and

medium-sized businesses unfairly over the past decade, two
recent CCRC reports revealed that 99 of 103 bank branches
surveyed across Canada in May 1999 violated guidelines on
opening accounts or cashing cheques for people with low
incomes, and that the banks also discriminate against people with
low incomes who apply for home mortgages. The CCRC estimates
that a Canadian CRA would create at least $15 billion for afford-
able housing over the next decade, as well as help ensure banks
serve all customers well.

Martin also did not address the CCRC�s proposal for the
creation of a consumer-run bank watchdog group. The group
could be created easily and at a low cost if the government simply
required banks and other financial institutions to enclose a 1-page
flyer in their mailings to customers. By piggybacking the flyer in the
same envelopes that contain bank statements and credit card bills,
20 million bank customers would receive the flyer and be given a
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determine if banks are keeping the terms of CRA agreements
reached with community groups.
Canada�s small steps forward in increasing bank accountability,

and the steps backward in the U.S., are being watched closely in
other countries. For example, the British government has
proposed disclosure and other measures and is pushing banks to
ensure fair service to people with low incomes and to disadvan-
taged communities.

Martin�s policy proposals will not begin working their way
through Parliament until February, so it is not too late to make
your voice heard. It�s very important that you support CCRC�s
push to close the gaps in Martin�s proposals by sending a letter to
Paul Martin at House of Commons, Ottawa, K1A OA6 (no
postage needed) or by fax: (613) 995-5176 or by email:
pmartin@fin.gc.ca. It is best to send hand-written letters. E-mails
are in many cases not even read by ministers or their staff.c

DUFF CONACHER is co-ordinator of Democracy Watch and
chairperson of the Canadian Community Reinvestment Coalition.
To join or donate to the CCRC, or for more information about
the CCRC�s on-going campaign, phone toll-free 1-888-817-2272,
(fax) 613-241-4758, (e-mail) cancrc@web.net, or visit
http://www.cancrc.org. (The website features all CCRC position
papers and reports.)

chance to band together with financial consumers across the
country. If only 5 percent joined at a $20 membership fee, the
group would have one million members and a $20 million annual
budget, large and sufficiently-resourced to hold the banks account-
able in many ways.

Finally, Martin has not proposed that banks and other financial
institutions justify their excessively high credit card interest rates.
Canadians have a right to assume they are being gouged until the
banks prove otherwise.

Canada�s banks continue their multi-million dollar lobbying
campaign to stop the enactment of better banking laws. To date
they have spent, including their merger campaigns, more than $100
million on lobbying and advertising. Unfortunately, a similarly huge
lobbying effort by U.S. banks has recently been successful in
weakening the CRA and facilitating mergers in the financial
industry. As a result, despite the NCRC�s efforts to counter the
banking lobby,
¾ financial institutions will be allowed to merge in some cases

without applying for approval and without public hearings (so
community groups will be shut out of the process).

¾ new lenders such as insurance and security firms will be
created through mergers but not covered by the CRA.

¾ small banks will only be reviewed once every five years (instead
of every two years).

¾ regulatory agencies will be prohibited from inspections to


