

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Canadian and US Financial Sector Stability Differences over Long History: Is There a Unifying Explanation?

	
    
        
            
            







    
    










    
    
    
    











			
                    Ciuriak Consulting Working Paper
 
        

    
	

	
	
		
		
			32 Pages
		
		

		Posted: 6 Apr 2013
		
			Last revised: 11 Dec 2023
		
		
	

	
		
			
			




	See all articles by Dan CiuriakDan Ciuriak
Ciuriak Consulting Inc.; Centre for International Governance Innovation (CIGI); C.D. Howe Institute; Asia Pacific Foundation of Canada; BKP Development Research & Consulting GmbH


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: April 6, 2013

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Canada and the United States are highly similar economies, as would be expected given the many common historical influences on economic policy and regulation, the shared geography and the high degree of economic interaction, amplified powerfully in recent decades by the 1989 Canada-US Free Trade Agreement.  However, in the financial sector, and particularly in banking, the experience of the crisis-prone United States contrasts starkly with Canadaâ€™s stability. For each major US crisis â€“ the Great Depression, the S&L crisis and the sub-prime mortgage debacle as well as others â€“ different sets of micro reasons have been put forward to explain Canadaâ€™s comparative stability in the face of broadly similar shocks. This paper examines whether there is a unifying explanation for these contrasting outcomes. It identifies the tipping points early in Canadaâ€™s history that led Canada to manage banking sector problems in a cooperative arrangement between the banks and the Canadian authorities directly addressing the externalities generated by bank failures while controlling the resultant moral hazard through social networks rather than market disciplines. Importantly, the system ensured enough competition to be efficient. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Canada, United States, financial regulation, financial crises, industrial policy

	
	

	
    

    
	

	
	
		JEL Classification: G21, G28

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Ciuriak,  Dan, Canadian and US Financial Sector Stability Differences over Long History: Is There a Unifying Explanation? (April 6, 2013). Ciuriak Consulting Working Paper,  Available at SSRN: https://ssrn.com/abstract=2246150 or http://dx.doi.org/10.2139/ssrn.2246150 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Dan Ciuriak (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Ciuriak Consulting Inc.  ( email )

			

			
			
				
				
				
					83 Stewart St.
Ottawa, Ontario K1N 6H9
Canada

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Centre for International Governance Innovation (CIGI)  ( email )

			

			
			
				
				
				
					57 Erb Street West
Waterloo, Ontario N2L 6C2
Canada

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				C.D. Howe Institute  ( email )

			

			
			
				
				
				
					67 Yonge St., Suite 300
Toronto, Ontario M5E 1J8
Canada

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Asia Pacific Foundation of Canada  ( email )

			

			
			
				
				
				
					Canada

				

				
			

			
				
				
					HOME PAGE: http://ciuriakconsulting.com/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				BKP Development Research & Consulting GmbH  ( email )

			

			
			
				
				
				
					Romanstrasse 74
MÃ¼nchen, 80639
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      127

			

		
		
		
			Abstract Views

			    1,329

		

		
		 
		
			Rank

			  404,361

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       56 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Financial Crises eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Financial Crises eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,714

                                    

                                    
                                        PAPERS

                                            7,270

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    Macroeconomics: Monetary & Fiscal Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Monetary & Fiscal Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,563

                                    

                                    
                                        PAPERS

                                           18,569

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Economic History eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Economic History eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              696

                                    

                                    
                                        PAPERS

                                            7,535

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Chris Minns at London School of Economics & Political Science (LSE) - Department of Economic History, Jeffrey G. Williamson at Harvard University - Department of Economics, Laird Bell Professor of Economics, Emeritus

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Bank Failures in Theory and History: The Great Depression and Other "Contagious" Events

                        
                            By
                                
                                
                                    
                                    Charles W. Calomiris
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Correspondent Clearing and the Banking Panics of the Great Depression

                        
                            By
                                
                                
                                    
                                    Gary Richardson
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Intensified Regulatory Scrutiny and Bank Distress in New York City During the Great Depression

                        
                            By
                                
                                
                                    
                                    Gary Richardson
                                     and 
                                
                                    
                                    Patrick Van Horn
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Arresting Banking Panics: Fed Liquidity Provision and the Forgotten Panic of 1929

                            
                                By
                                    
                                    
                                        
                                        Mark A. Carlson, 
                                        
                                    
                                        
                                        Kris James Mitchener, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Elective Shareholder Liability

                            
                                By
                                    
                                    
                                        
                                        Peter Conti-brown
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Crisis, Scandal and Financial Reform During the New Deal

                            
                                By
                                    
                                    
                                        
                                        Michael Perino
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            In the Eye of a Storm: Manhattan's Money Center Banks During the International Financial Crisis of 1931

                            
                                By
                                    
                                    
                                        
                                        Gary Richardson
                                         and 
                                    
                                        
                                        Patrick Van Horn
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
