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C
anada’s banking regulations have been hailed by international organizations as an 
important reason why Canada avoided the worst of the global fi nancial crisis. However, 

these same organizations are critical of our fragmented and ineffi cient regulatory landscape 
in securities.

The federal government has introduced new legislation that proposes a national securities 
regulator to address these shortcomings. The introduction of a Canadian Securities Regula-
tory Authority (CSRA) is intended to improve investor and consumer protection, enhance 
our attractiveness as an investment destination and improve market effi ciencies while also 
balancing the needs of regional industries and investors. These goals are not mutually exclu-
sive, but rely on a delicate balance. 

In order to properly balance the twin goals of delivering signifi cant advances in consumer 
and investor protection and meeting regional needs, three components are crucial: 

 • Regional offi ces that can cater to local market needs;
 • a national governance structure that facilitates input from  provincial governments; and
 • a legitimate head offi ce located where market activity is clustered.

A “legitimate head offi ce” houses the majority of decision-makers and staff under one roof 
and is responsible for enforcing one set of rules and ensuring a coherent, national approach 
across Canada.

The fi rst two components are part of the proposed legislation and are in direct response to 
concerns expressed by some provinces, such as Alberta and Quebec. The third component, 
which is necessary to protect all Canadians, is notably absent. Instead, the federal govern-
ment says it prefers a “virtual” headquarters with the regulator’s powers and decision-mak-
ers dispersed across the country.

This is a mistake. As fi nancial markets become more complex, the concentration of regula-
tory authority where market activity takes place is essential.  Location in Canada’s fi nancial 
cluster will better position the regulator to keep abreast of market developments, to make 
quick and effective regulatory decisions, to be held to account for regulatory failures, and to 
draw on the skills and talents necessary to exercise effective oversight and provide maxi-
mum protection to consumers and investors. 

The same compelling logic that led to the creation of the CSRA should now govern decisions 
about its location and administrative structure. If Canada wishes to maximize the signifi cant 
advantages of a CSRA, a legitimate head offi ce must be based in Toronto. 

EXECUTIVE SUMMARY

APPLIED PUBLIC POLICY RESEARCH

           INFORMED BY ONTARIO’S REALITY



T
he federal government’s announcement of new legislation to create a Cana-
dian Securities Regulatory Authority (CSRA) follows through on a long-stand-
ing commitment to improve oversight of securities markets, provide better 

protection to the consumers of fi nancial services and attract investment to Canada. 

Canada’s banking regulation has been praised internationally and is a signifi cant 
reason why Canada avoided the fi nancial sector meltdowns experienced by other 
countries. Local and international experts, such as the International Monetary Fund 
(IMF) and the Organization for Economic Cooperation and Development (OECD), 
agree that securities regulation is one area, however, where Canada lags and is 
vulnerable. 

Canada is the only industrialized country in the world without a national regulator 
for securities markets. This creates regulatory gaps, produces unnecessary admin-
istrative overlap, deters investment, weakens enforcement and exposes investors. 
Canada’s patchwork of regulators is one of the country’s most troublesome internal 
trade barriers and largest obstacles to the smooth functioning of the Canadian eco-
nomic union. As aptly described by the federal Minister of Finance, our fragmented 
system is “an embarrassment.” 

Getting regulatory architecture right is a matter of national importance. The creation 
of the CSRA is a step in the right direction. Many key details, including the mandate 
of the CSRA, have been landed and are in line with internationally accepted best 
practice. However, the current federal proposal for a “virtual” headquarters with 
provincial offi ces largely intact is an unwelcome innovation that delivers only mod-
est improvements over the status quo.

The current diversity of regulations—for example, each province has its 

own securities regulator—makes it diffi cult to maximise effi ciency, and 

increases the risk that fi rms will choose to issue securities in other countries. 

A single regulator would eliminate the ineffi ciencies created by the limited 

enforcement authority of individual provincial agencies.

 - The Organization for Economic Co-operation and Development, 

2008  

A federal regulator could coordinate more readily with other regulators in 

monitoring risks and responding quickly to a crisis, and could also have an 

enhanced focus on the issues that securities markets may pose for national 

fi nancial stability.

 - International Monetary Fund, 2009

The title of this paper is a reference to the depiction of Australia’s system of state-level securities regulation prior 
to 1991 as communicating that Australia was a collection of “jealous colonies” rather than one economic market 
(Australian Financial Review, 1987, p. 12).
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The fi nancial crisis that is still reverberating around 
the world clearly demonstrates, in fi nancial regu-
lation, policy must trump politics. This Mowat 
Note assesses the capacity of the “virtual” versus 

“legitimate” headquarters model 
to exercise the CSRA’s mandate 
to protect consumers and inves-
tors and respond to the concerns 
of the international community. 
We fi nd that in order to deliver the 
full benefi ts of a national regulator, 
regulatory authority and capac-
ity should be concentrated in a 
legitimate head offi ce in Toronto, 
where market activity is concen-
trated. Our data show that there is 
no persuasive policy rationale for a 
virtual model.

THE CASE FOR THE CANADIAN 
SECURITIES REGULATOR
The case for the CSRA is well-stated and sup-
ported by several independent and credible voices. 
The expert consensus is that the CSRA will be bet-
ter positioned to:

• Ensure a single, high standard of protection for 
investors across Canada;

 • conduct regulatory activities more effi ciently, 
reducing costs for investors and the Canadian 
consumer; 

• clarify accountability;
 • promote domestic and international confi -

dence; and
 • deter criminal behaviour in Canadian securi-

ties markets.

The trade in securities has emerged as a vital 
component in linking fi rms to capital and funding 
employment expansion across the entire country. 
According to 2009 data, approximately $313 bil-
lion in debt and equity capital was raised through 
the securities markets. In 2002, capital markets 
provided 88 per cent of the long-term fi nancing of 
Canadian fi rms, compared to only 73 per cent in 
1990 (Department of Finance, 2003). Every Cana-
dian has a stake in a robust regulatory architecture. 

As a recent editorial in the Calgary Herald sum-
marized it, “a single regulator should lead to a 
smaller, simpler, less costly and more effi cient sys-
tem, making it easier and cheaper for companies 

to raise capital on the markets. Instead of dealing 
with the bureaucracy of 13 regulators, companies 
only have to register once” (Calgary Herald, May 
23, 2010).

Some recent arguments against 
the CSRA have focused on the 
idea that a new national regula-
tor would somehow diminish 
access to fi nance for local fi rms 
and regionally specialized sec-
tors, such as energy and resource 
extraction. 

However, the legislation proposes 
a governance structure that would 
facilitate input from across Can-
ada in decision-making and the 

overall management of the organization. Further, 
the establishment of regional offi ces would allow 

“across-the-desk” contact with market participants 
and a mechanism to ensure that regional concerns 
are heard and local needs met.

But the capacity of the regulator to effectively and 
effi ciently monitor fi nancial markets and respond 
quickly to individual failures or market turmoil is 
also important. The legislation already accommo-
dates regional concerns and it is now necessary to 
ensure that the effectiveness of the CSRA is not 
compromised by a failure to concentrate regulatory 
capacity in a manner and location where it can best 
perform its job. Unfortunately, the federal govern-
ment’s announcement of July 13, 2010 anticipates 
a dispersion rather than a concentration of regula-
tory capacity.

LOCATION, LOCATION, LOCATION?... 
NOT ONLY
Under the federal government’s current proposal, 
the regulator will not have a head offi ce at all. 
Instead, the regulator will operate from regional 
offi ces, with decision-makers and administrative 
functions dispersed across Canada. This arrange-
ment is likely perceived federally as a compromise 
on a contentious issue. 

Vancouver does not have its “fair share” of federal 
agencies (Vancouver Sun, April 14, 2010); locat-
ing the regulator in Montreal or Calgary could be 
a means of placating local opposition to the Cana-
dian securities project writ large; headquartering 

It appears 
Canada’s old 

regional politics 
have given rise to 
a “second-best” 

solution.
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the regulator in Calgary could also be symbolic 
recognition of Calgary’s importance to the national 
economy. Others assert that an Ottawa-based 
regulator would be above the fray of provincial jeal-
ousies and would avoid being dominated by a sin-
gle province’s existing regulatory authority (Expert 
Panel on Securities Regulation, 2009).

Instead of adopting the right choice from a policy 
perspective, it appears Canada’s old regional poli-
tics have given rise to a “second-best” solution.  

In other federations, the core regulatory functions 
in the fi nancial sector are typically the jurisdiction 
of the national government. In those countries 
where sub-nationals have traditionally played a role 
in regulating fi nancial entities, this has been chang-
ing and regulatory functions have been increas-
ingly uploaded and concentrated in a single offi ce. 
Australia and Germany are recent examples. The 
Obama administration in the United States now 
recognizes the liability of its fragmented regulatory 
structure and is proposing to concentrate some 
shared federal-state regulatory oversight at the 
federal level (US Department of Treasury, 2010). 

The logic behind uploading regulatory functions 
from an administrative effi ciency perspective is 
compelling. A frequent complaint about the current 
Canadian securities environment is the duplication 
of regulatory bureaucracies across 13 jurisdictions. 
Consolidating regulatory activity to the extent 
possible generates administrative economies of 
scale. A 2002 study by Charles River Associates 
estimates a savings of 36.5 per cent over current 
practice if a “one head offi ce/fi ve regional offi ce” 
model was adopted.

Note that fi nancial regulation is operated on a cost 
recovery basis through fees and levies on indus-
try participants, which are typically passed on to 
consumers. Maximizing administrative effi ciencies 
saves Canadian businesses and consumers money. 

However, there are other important reasons to 
concentrate regulatory authority: to minimize the 
regulatory gaps that can be exploited by unscru-
pulous actors; to clarify to market players “who’s 
in charge”; to improve accountability and diminish 
opportunities for blame avoidance for regulatory 
failures; to facilitate more responsive policy devel-
opment that refl ects the rapidly changing global 
market place; and to enable faster and more coher-

ent domestic and international responses to fi nan-
cial sector failures that can easily spill over market 
segments and borders. 

BETTER POLICY AND QUICKER 
CRISIS RESPONSE
One of the key fi ndings of the Wise Persons Com-
mittee appointed by the federal Minister of Finance 
in 2003 was that policy development in Canada’s 
securities policy space is characterized by “com-
promise and delay”. “Canada cannot respond as 
effectively or innovate as quickly as it should in the 
fast-changing global marketplace” (Department of 
Finance, 2003: 11). 

The current framework is plagued by “joint-deci-
sion traps,” whereby policymaking is slowed by the 
need to secure national consensus. A joint-deci-
sion trap occurs when multiple actors are involved 
in the development of a policy and each actor pos-
sesses a veto on decisions. In such cases, the result 
is often an inability to secure policy reform, or a 
new policy that achieves little substantive change. 
Joint-decision traps are common where decision-
making is shared across governments or agencies. 

At best, the results of such joint-decision traps 
are slow decision-making and lowest common 
denominator policies that are impediments to 
the sector’s growth and competitiveness globally. 
A well-designed regulatory framework enables 
swift policy responses and regulations that allow 
domestic fi rms to keep up with international trends 
in the marketplace. Regulators should have “the 
ability to move swiftly” and “the wisdom to move 
slowly, when appropriate. Canada’s current regu-
latory system can move slowly, but cannot move 
swiftly” (Department of Finance, 2003: 11).

At worst, joint-decision traps can delay responses 
to regulatory emergencies. In this respect, the 
global fi nancial crisis provides an important lesson 
that should inform decisions around the organiza-
tion of the CSRA and the distribution of decision-
making. As noted by the IMF, the recent fi nancial 
crisis underlines the need for better and faster 
responses to systemic events (IMF, 2009), which 
can be understood as events where individual fail-
ures can spread within and across national borders 
and infect otherwise healthy fi nancial institutions.
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The failure of Lehman Brothers and the bankruptcy 
of Icelandic banks are useful reminders that fi nan-
cial institution failures in one country can spill 
across borders and also that resolving fi nancial 
institution failures requires cross-border coordi-
nation. Improving cross-border cooperation is an 
ongoing issue at international fora. 

At present, Canada has 13 interlocutors with the 
international regulatory community. As noted by a 
key offi cial interviewed for this study:  “When the 
(US) SEC (Securities Exchange Commission) needs 
to call someone on an emergency or enforcement 
issue, they are confused about what number they 
dial. Or, they have to call the Ontario Securities 
Commission, who then has to call and coordinate 
responses from the other provincial regulators” 
(anonymous interview, 2010).  This has been a 
perennial problem. 

Concentrating decision-making in a single head 
offi ce would rid the Canadian system of the joint-
decision traps and coordination problems and 
would enable swifter regulatory action when 
needed and better, more responsive policy that 
keeps up with the pace of change in the global mar-
ket place.

A CSRA that has a nominal or “virtual” headquar-
ters and whose decision-making and capacity is 
diffused geographically is unlikely to be as effective 
in meeting the objectives of fi nancial regulation. 
A regulator that preserves the current diffusion 

of decision-making authority and administrative 
capacity is only a modest step forward. Concen-
trating regulatory authority, including decision-
making authority and the critical mass of admin-
istrative functions, is necessary to realize fully the 
potential gains from the CSRA. 

PROXIMITY MATTERS! 
REGIONAL CLUSTERS AND 
REGULATORY CAPACITY
Clusters of fi rms in high value-added sectors are 
the lynch-pins of the global economy. Policy mak-
ers increasingly recognize the importance of these 
clusters for promoting growth and innovation. 
Focusing economic development policy on stimu-
lating cluster development is among the most 
effective ways that governments can boost com-
petitive advantage (Bradford and Wolfe, 2010). 

Toronto is Canada’s undisputed fi nancial capital. 
Toronto is also an increasingly important inter-
national fi nancial sector cluster in banking, insur-
ance, and securities. With respect to the securities 
industry, Toronto is home to:

 • Canada’s senior equity exchange (ranked 12th 

in the world in terms of Market Capitalization) 
as well as most of Canada’s equity and fi xed 
income Alternative Trading Systems (ATSs);

 • fi ve of the top six Canadian securities dealers 
representing over 70 per cent of the industry’s 
profi ts in 2009;

RESOLVING SYSTEMIC EVENTS: LESSONS FROM THE FINANCIAL CRISIS

The ability to call together the major players in the fi nancial sector to a single table on short notice has emerged 

as an important tool in resolving systemic events. For example, the Federal Reserve in New York was able to 

convene “a weekend of frantic around-the-clock negotiations” between Wall Street bankers “to try to avoid a 

downward spiral in the markets stemming from a crisis of confi dence” (New York Times, 2008). The Washing-

ton-based Securities and Exchange Commission was relegated to a secondary role in the resolution of Lehman 

Brothers and Bear Stearns insolvencies. 

Such meetings offer the possibility of including the private sector in the resolution of failures, while reducing the 

exposure of the taxpayer, and, ultimately, calming panic in fi nancial markets.

A number of securities fi rms are now systemically important to Canada’s fi nancial system writ large. As Table 1 

demonstrates, the systemically important securities fi rms are clustered primarily in Toronto. 

If the concentration of decision-making matters in crisis response, so too does the location of that decision-

making. It is obvious from a policy perspective that distribution of regulatory authority and capacity should be 

focused where the major market players are based. 
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 • 129 securities fi rms and 167 inter-listed issu-
ers, representing 64 per cent of total domestic 
market capitalization; 

 • self-regulatory agencies such as the Invest-
ment Industry Regulatory Organization of 
Canada and the Mutual Fund Dealers Associa-
tion of Canada; and

• national industry associations, such as the 
Investment Industry Association of Canada, 
the Canadian Bankers Association, the Invest-
ment Funds Institute of Canada, Advocis, the 
Canadian Foundation for Investors Rights, the 
Canadian Institute for Chartered Accountants, 
and the Canadian Institute of Financial Plan-
ners.

The world is undoubtedly becoming smaller. 
Advances in telecommunications and information 
technology mean that information can span conti-
nents and oceans in an instant. While some of the 
old logic behind location has dissipated, clusters 
are still a prominent feature of the global economy 
for a number of reasons—access to information 
and talent being among the most important. 

Firms cluster in order to better tap information 
about the latest products and production tech-
niques in locally embedded social networks and to 
keep an eye on innovation among their rivals. 

The location of regulatory agencies among fi nan-
cial market players similarly enhances the capacity 
of regulators to penetrate local networks of fi nan-
cial professionals and stay abreast of innovation 
in fi nancial products and to exchange information 
with market players about risk. This is important. 
As noted by the IMF: “appropriate coverage and 
quality of information is critical to... the capacity to 
assess risks and vulnerabilities” (IMF, 2009).

The rapid pace of innovation in fi nancial markets 
and the increased complexity of fi nancial prod-
ucts are frequently cited as contributing factors 
to the global fi nancial crisis (see, for example, IMF, 

2009). Financial products such as derivatives have 
become so complex that consumers and regula-
tors are often unable to accurately assess their 
risk. The trade in these products has been marked 
by deep information asymmetries between regula-
tors and the regulated, which has enabled some 
unscrupulous players to evade oversight and dupe 
consumers. 

A virtual headquarters model with decision-mak-
ing and staff dispersed among regional offi ces 
would only compound the challenge of overcom-
ing these information asymmetries. Concentrating 
decision-making and administrative functions in 
Toronto would improve the regulator’s ability to 
stay abreast, if not ahead, of emerging trends and 
market innovations and better enable it to achieve 
its core mandate—the provision of better and more 
consistent protection for investors across Canada.

PROXIMITY MATTERS! 
ACCESS TO TALENT
Firms also cluster to take advantage of local talent 
pools. Firms are drawn to the local concentration 
of skill sets and the ability to draw people from 
other sector players in order (continued on page 7) 

Geographic, cultural, and institutional proximity 

provides companies with special access, closer rela-

tionships, better information, powerful incentives, 

and other advantages that are diffi cult to tap from a 

distance. The more complex, knowledge-based, and 

dynamic the world economy becomes, the more this 

is true. 

- Michael E. Porter, 1998

BANK REGULATION IN CANADA

Approximately 50 per cent of the staff of the 

Canadian bank regulator is now based in Toronto, 

even though its headquarters is in Ottawa. The 

location of the Offi ce of the Superintendent of 

Financial Institutions (OSFI) is a legacy of deci-

sions made in the 1800s (OSFI, 2008). If the 

location was to be decided today, there would a 

strong case to locate its head offi ce in Toronto, 

given the unnecessary administrative costs 

associated with running two offi ces of approxi-

mately the same size in separate cities, the 

gradual consolidation of the industry in Toronto, 

and the regulatory advantages that proximity 

confers. 

Note that the proximity  of OSFI’s Toronto-based 

staff to the Toronto-based banks is cited as a con-

tributing factor in Canada’s fi nancial sector sta-

bility. As noted by the Economist, “keeping tabs 

on the banks is much easier when all ... are based 

within a few hundred yards of each other and of 

regulators in Toronto” (Economist, May 6 2010).
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to learn their competitors’ methods and practices. 
“Companies in vibrant clusters can tap into an exist-
ing pool of specialized and experienced employees, 
thereby lowering their search and transaction costs 
in recruiting” (Porter, 1998).  

Like fi rms, regulators need to attract top talent 
and tap sector expertise. In order to effectively 
monitor market players and assess risk, they also 
need to draw on the same skill sets as the enti-
ties they regulate. International agencies warn 
of the consequences when regulatory agencies 
are unable to keep up to regulated entities in tal-
ent and know-how (see, for example, IMF, 2009). 

Fortunately, Canada has an existing large talent 
pool in securities markets for a CSRA to draw from. 
Toronto has the second largest securities cluster 
in North America after New York (Institute for 
Competitiveness and Prosperity, 2007). Further, 
as Table 1 demonstrates, there are more people 
employed in the securities industry in Toronto 
than in Canada’s next fi ve larg-
est cities combined—Montreal, 
Vancouver, Calgary, Ottawa and 
Winnipeg. 

Cluster development is an impor-
tant direction in economic policy 
writ large. It should also inform 
regulatory design. Presumably, 
the “logic of clusters” motivated 
the decisions to locate the 
National Energy Board in Cal-
gary, where approximately 80 
per cent of Canada’s oil fi rms 
are based, and the Canadian 
Grain Commission in Western Canada, where 
almost 90 per cent of Canada’s grain is grown. A 
similar policy rationale should drive decision-mak-
ing on the location of the CSRA.

ALIGNING REGULATORY AND 
ECONOMIC DEVELOPMENT POLICY
In its March 2010 Speech from the Throne, the 
federal government identifi ed fi nancial services as 
a key sector for the economy. The Speech noted 
that: “Canada’s strategy for economic success 
must leverage our considerable strengths, in par-
ticular our world-leading fi nancial industry”. The 
government also committed to “build upon this 
advantage to make Canada an even stronger world 
fi nancial centre” (Government of Canada, 2010).

The decision on where to locate the regulator is 
strategically important from a sector development 
perspective. Regulators generate positive spin-
offs for the economy and the sector. They employ 
highly qualifi ed individuals. They also procure high 
value products and professional services. Further, 
the presence of a regulator’s head offi ce can infl u-
ence the location decisions of new market players. 

The value of the location of government/regulatory 
authorities is recognized in the Global Financial 
Centres Index, which includes the presence of gov-
ernment and regulatory bodies when it calculates 
the international ranking. 

Increasingly, governments around the world see 
the value in focusing their economic development 
investments on regional specialization and the sup-
port of strong clusters; increasingly they understand 
that spreading sector support geographically for the 
purposes of equalization is ineffective and thwarts 
the emergence of internationally competitive clus-

ters—a key to wealth creation in 
the 21st century.  There is enor-
mous virtue in investing in sec-
tors in areas that demonstrate 
the greatest concentration of 
capacity and capability (Brad-
ford and Wolfe, 2010).

As the Ontario economy under-
goes transition, it makes sense 
to invest in those sectors that 
are emerging to take the place 
of those that are in decline. 
Independent organizations 
such as the OECD have touted 

securities and fi nancial services generally as a 
high potential sector for southern Ontario and one 
in which Ontario is emerging as a global leader 
(OECD, 2009).

The international trade in fi nancial services has 
clustered in a small number of global fi nancial 
centres. Toronto is the only Canadian city that can 
realistically aspire to be among them. In the 2010 
Global Financial Centre Index, Toronto ranked 12th 

internationally and among the “Global Leaders” in 
fi nancial services, ahead of Frankfurt, Paris, Bos-
ton, and Beijing (City of London, 2010). In order 
to qualify, a city has to have both broad and deep 
fi nancial services activities and be connected with 
many other fi nancial centres. 

The international 
trade in fi nancial 

services has
clustered in a small
number of global
fi nancial centres.

Toronto is the only
Canadian city that

can realistically 
aspire to be among

them. 
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Enhancing Toronto’s status as a legitimate global 
fi nancial centre serves all of Canada. It increases 
the prospect of Canada capturing a larger share 
of the global trade in fi nancial services. Further, it 
facilitates the ability to project Canadian leader-
ship in global fi nance and regulation. 

The international bank tax proposed recently by 
some European governments demonstrates that 
regulatory decisions taken outside the country can 
have a real impact on Canadian businesses and 
consumers. It is in all Canadians’ interest to ensure 
Canada maximizes its international clout on regu-
latory matters.  

Much as the energy patch is crucial to the success 
of the Alberta economy, the fi nancial services sec-
tor has emerged as crucial to the Ontario economy. 
The federal government acknowledged the strate-
gic value of maintaining and enhancing Canada’s 
position as a global fi nancial centre. It should 
ensure that all of its policies are aligned accord-
ingly. 

BALANCING REGIONAL VOICES 
WITH REGULATORY IMPERATIVES
Canadians from all regions are ill-served by Can-
ada’s current fragmented regulatory environment. 
Experts have long been concerned about the gaps 
in investor protection, the costs imposed by admin-
istrative duplication across 13 jurisdictions and the 
confusion caused by 13 sets of rules. The CSRA 
represents an historic opportunity to improve our 
investment and regulatory climate.   

The opposition to locating a CSRA in Toronto has 
coalesced around an important point—the risk of a sin-
gle regulator being dominated by the existing Ontario 
Securities Commission and, consequently, Toronto-
based interests overwhelming other regional interests. 

This concern is ill-founded, given that the CSRA’s 
proposed governance structure has been explicitly 
designed to respond to such concerns. The estab-

lishment of regional offi ces, along with a represen-
tative governance structure, will ensure that the 
CSRA will be safeguarded from domination by one 
participating jurisdiction. As noted by the Govern-
ment of Canada, “the regional offi ces would give 
the CSRA the capacity to meet local, regional, and 
national priorities” (Department of Finance, 2010). 

The federal government has undertaken substantive 
responses to legitimate regional concerns and 
interests. The capacity of the regulator to effectively 
monitor fi nancial markets and respond quickly when 
necessary is also a paramount concern—and that 
means the establishment of a head offi ce in Toronto. 
The legislation for a national securities agency is due 
for debate in Parliament after the Supreme Court 
of Canada rules on its constitutionality next year. 
Canada should use this time to reconsider its model 
and get the regulatory structure correct. Canada’s 
old-style politics of equalization and regionalism 
should not be allowed to trump good public policy. 

A regulator that is far removed from the entities it 
regulates, or a regulator with a virtual headquar-
ters where decision-making is diffuse and spread 
across the country, will not resolve many of the 
long-standing problems in Canadian securities 
regulation. Someone has to be able to make deci-
sions, and that person has to be located where the 
systemically important players are. 

The creation of the CSRA is a step in the right 
direction. The same logic that compelled the intro-
duction of this controversial legislation ought to 
drive decisions relating to its organizational struc-
ture, including its headquarters. The success of the 
project for all Canadian investors and consumers 
depends not only on the existence of the CSRA, 
but also its design. MC

Toronto is the 3rd North American Financial centre 

and the clear leader in Canada.... New York, Chicago 

and Toronto all fi t the profi le of Global Leaders—they 

are well diversifi ed, connected and have strength 

across the sectors. 

 - City of London, 2010: 15
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