
Canada's Most Serious Problem 
by ARTHUR W. ROEBUCK 

THE continued decrease in the pur-
chasing power of the Canadian 

dollar and the consequent increase in 
the cost of living is, in my judgment, 
a national disaster of the first magni-
tude. 

Trade unions have been warned 
against money demands, but union men 
have seen the plight of working people 
whom we have designated as "the 
working poor," that is, the many 
thousands of unorganized workers in 
Canada whose wages are so inadequate 
that their living standards are below 
the poverty line. While I wish the gov-
ernment success in its efforts to hold 
down pries I doubt its power to per-
suade men to forego wage gains while 
they see others amassing millions. 

But Canadian wage earners are not 
the only losers by inflation. The in-
vested savings of depositors, when re-
payable in dollars, have been stolen 
away in huge amounts. People on 
fixed-dollar incomes, retired pension-
ers, and all those who have invest-
ments or obligations repayable in 
stated numbers of dollars, have been 
cruelly reduced to poverty. 

This situation has not applied to 
everyone. It is perfectly obvious that 
what the creditor loses the debtor 
gains, and I pause to point out that 
ownership of material things is not 
affected by falling money. Thus large 
financial institutions whose obligations 
are repayable in dollars while their 
assets are in equities, including real 
estate, may be gainers of many mil-
lions of dollars when the value of 
money which they are under obliga-
tion to pay declines. 

For instance, according to a pam- 
phlet published recently by the Cana- 

'S-  dian Life Insurance Association, Cana- 
dian insurance companies at the end of 
1969 will owe Canadian policyholders 
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$90 billion in life insurance. That huge 
sum is payable, of course, in paper 
dollars at future times and under stated 
conditions. Canadian money has de-
clined in purchasing power during the 
past eight years at the rate of 4 or 5 
percent per annum. Consider for a mo-
ment what that means. Five percent 
of $90 billion is $4,500 million. That 
is a gift to the insurance companies at 
the expense of 11 million Canadian 
policyholders. Of course it is only fair 
to point out that some of the assets of 
the Canadian companies are also in 
promises to pay fixed amounts of paper 
money, such as government bonds, so 
that they will be losers to the extent 
they are paid in the same type of se-
curity. 

What the insurance companies lose 
and others may gain is small comfort 
to the policyholders whose protection 
is whittled away by continuous devalu-
ation of Canadian money. Trust and 
insurance companies, the banks, and 
many others, whose obligations are 
payable in dollars, are similarly af -
fected. 

What about the government itself? 
According to the latest public accounts 
the unmatured government debt as of 
March 31, 1968 amounted to $20,579 
million. During the last fiscal year the 
purchasing value of the Canadian dol-
lar decreased by about 5 percent. Five 
percent of $20 billion is $1,000 mil-
lion which the government gains and 
investors lose in a single year. 

Since the first great war when we 
went off the gold standard, the value 
of our money has been determined by 
supply and demand, and that only. We 



took away from it the support of gold 
and left it to supply and demand. That 
is what I should like to discuss. 

When the supply of currency goes 
up in relation to demand, its value 
goes down; and, vice versa, when 
supply is reduced in relation to de-
mand, its value goes up. That is illus-
trated almost daily in the operations 
of the international money exchange 
in New York, on which the banks re-
ceive wired results every day. It is very 
sensitive indeed. When there is more 
Canadian money for sale in relation 
to the foreign money which is being 
bought, the price goes down; and 
when the foreign money seeking sale 
is greater than the amount of Canadian 
money offering to be sold, you get the 
opposite result. 

In 1967-68 our financial chickens 
came home to roost. Among other 
things, the government encountered 
difficulty in selling its bonds. People 
naturally avoided investing in securi-
ties repayable in depreciating money. 
However, if bonds are difficult to sell, 
dollar bills are very readily printed, 
and when used to pay government ob-
ligations they mingle with those al-
ready in circulation without publicity 
and without the cost and the fuss of 
selling them. They constitute, when 
they have joined the current of Cana-
dian money in circulation, a loan by 
the public to the government without 
interest, so departments of finance find 
them very desirable. Is it any wonder 
that the chanceries of the world print 
papermoney, and print it like drunken 
sailors are supposed to spend it? The 
only thing that the Department of 
Finance, or those in charge, has to 
fear is what actually happened in 1967 
and 1968, when the addition to the 
currency in circulation so exceeded 
business requirements that it suggested 
the prospect of a drastic devaluation of 
Canadian money. Speculators saw the 
chance of making a killing, and they 
sold short on the New York exchange. 

There was, of course, a run on 
Canadian money. The speculators knew 
of the surplus of Canadian dollars in 
circulation, from which they could re-
deem their forward sales And what 
did the Bank of Canada do to save the 
Canadian dollar from drastic devalua-
tion? The Toronto Daily Star on 
March 8, 1968 stated: 

"To protect the dollar, the govern-
ment brought back from the Interna-
tional Monetary Fund . . . $26 million 
in reserves already owned by Canada. 
The move came after the government 
had spent about $40 million to support 
the dollar through January and Feb-
ruary." 

They were buying up the surplus 	, 
that they had put into circulation at 
that time, and at very large figures. 

What has been the result? In effect, 
in March 1967 our circulation was 
$2909 million. When the crisis ended 
in January 1969 it was $3,422 million, 
an increase of $213 million. The pur-
chasing power of Canadian money fell 
about 6 percent in the same period, 
from January 1969, when the amount 
in circulation was $3,422 million, to 
September 1969 when it was $3,659 
million, a further increase of $237 
million. 

While the Prime Minister is urging 
restraint in wages and prices, the Bank 
of Canada is increasing the money 
supply in circulation and reducing its 
purchasing power. . . . Wages and 
profits, of course, form part of the cost 
of production and thus may affect 
prices. But considering the progress we 
have made in agriculture as well as in 
the factories, the intrinsic value of 
commodities should have decreased 
rather than increased. 

If we really desire to stop inflation 
and actually want an honest dollar—
which I have described as one that 
buys today what it bought yesterday 
and will buy tomorrow—we will stop 
interested persons flooding the circu-
lation with unsupported paper money. 
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