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AVERICAN BANKERS ASSOCIATION

I. General Position With Mespect To legislation

The American Bankers Association has opposed many of the princi-
pal alterations in banking, currency and financial law of the past
five decades.

(a) Postal Savings

Postal was established in the United States by legislation
enacted on June 1910, "after nearly forty years of discussion of
“ostal Savings in the United States, during which time eight Post~
masters Oeneral had urged the establishment of ostal Savings Banksj;
after 80 bills had been introduced in Congress for this purpose; after
all political parties had advocated such a system in platforms;
and after Presidents Roosevelt and Taft had urged the establishment of
a Postal Savings System." (See "The Postal Savings System of the
United States," American Bankers Association Committee on Banking
Sm,ltp.'n.

Both before the establishment of the Fostal Savings System, and

virtually to the present the American Bankers Association has

its operati - + .
on e

The American Bankers Association opposed the establishment of
Postal Savings Panks, condemning it as unwise:

"It is the opinion of this Association that we

should condesmn in unqualified terms the proposition
for the establishment of Fostal Savings Banks # = ="

(Proceeding, American Bankers Association, 1909, p. 252)
Thus, the Savings Pank Division resolved that it

"depreciates the agitation for an enlarged system of

1

The Committee on Federal legislation opposed the Steemarson Bill
(to amend the Postal Savings Law by increasing the maximum deposit
and the rate of interest to be paid to depositors) and adopted a
motion to

"gppose any increase in the powers of the Postal Savings
System including the rate of interest which they pay and




Wﬁﬁm ts of the Steenarson
existing powers Savings Banks be
in any respect enlarged # # #." (FProceedings, American Bankers
Association., 1922, p. 119).

As late as December 1935, the Association passed a resolution
condemning as "inequitable® the "competition of the Fostal
System with privately-owned banks through the relatively high interest
rate and liberal interest privileges allowed its depositors."

(b) Guarantee of Bank Deposits by the Federal Government

The demands for insurance of deposits were virtually as old as
that for establishment of a Postal Savings System. The American
Bankers Association has at all times opposed the institution of a
deposit guarantee system, and the establishment of the Federal Deposit
Insurance Corporaticn by the Banking Act of 1933 was insufficient to
quell the opposition of the Association,

The American Bankers Association successfully resisted all early
attempts to guarantee deposiis. Its legislative committee reported
that it was:

"opposed to the guaranteeing of deposits by either
State or Federal Government." (Proceedings, American Mankers
Association, 1908, p. 283)

Its repert was adopted and the Association stated that it was:

"unalterably opposed to any arbitrary plan looking to the
mutual guaraniy of deposiis either by a state or the
nation, believing it %o be impractical, unsound and mis-
leading, revolutionary in character and subversive to
sound economiecs, placing a tool in the hands of the
unscrupulous and inexperienced for reckless banking, and
knowing further that such a law would weaken our banking
system and jeopardize the interest of the people.,* (FPro-
ceedings, American Bankers Assoclation, 1908, p. 286).

Similar opposition was voiced in 1909 (Froceedings, pp. 250, 260).
After the adoption of the Federal Reserve System, attempts were
again made to provide for the guaranty of deposits. Again, the
Association objected. Its Federal Tegislative Committee reported:




The President of the American Bankers Assoclation, urging members
to telegraph to the President recammending veto of the deposit insurance
provision of the Panking Act of 1933, stated:

"The guaranty of bank deposits has been tried in a
musber of states and resulted invariably in confusion and
disaster to the financial structure of the states, and if
owr party when returned to power should incorporate such a
scheme in the federal organization, we would drive the
strongest member banks fron the Federal Reserve system."

An editorial in the American Bankers Association Journal for
June 1933, at page 20, took the position that:

"it is entirely possible that the wnwarranted burden
that the [deposit insurance provisions] of the [Panking Act
of 1933] would place om good banks might threaten the
stability of the entire banking structure."

The President of the American Bankers Assoclation stated that
the scheme is not "different in essential purpeose from the guarantee
of deposit schemes that have been tried in eight western states and
invariably failed," and that "the Economic Policy Cammission of the
American Bankers Association has just completed a partial restudy
of the history and results of the deposit guarantee plans and the
simple facts of these cases them beyond the pale of sound
renodies for the banking problem," (See address published 5§ Trust
Company 680 (June 1933)).
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The American Bankers Association then presented certain amendments
to the Committee on Banking and Currency for the purpose of partially
restoring the features which it deemed desirable. (See Proceedings,
of the American Bankers Association, 1913, at pp. 112-13.

The basic objections by the American Bankers Association were,
however, not met in the Federal Reserve Act as enacted.

Today the American Bankers Association apparently has on the whole
approved the Federal Reserve Act as relatively good legislation. See,
for example, statement of Mylander, representing the American Bankers
Association, in Nearings before Committee on Agriculture, 76th Cong.
3d Sess. on H.R. 8748 (1940) at p. Lih.
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(d) OGeneral Philosophy of the American Bankers Association in
Comnection with Legislation Imvelving Extension of Govern-

-uxcnutu-mmg!-nm.
The general attitude of the American Bankers Association with
to the extension of credit by the United States Government
indicated by the "statement of A.B.\A.'s position on
socialized credit.”

"The American Bankers Association has long been opposed to
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"It is recognised that direct relief
times of serious economic stress may involve some granting of
losns from public funds as a temporary emergency expedient.
However, the continued practice of making uneconcmic loans from
public funds, without the adequate consideration of the ability
of the borrower to repay and with the losses socialized at the
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Tactics And Interest Of The American Bankers Association In
Connection With Legislation

(a) Dilatory Tsetice in Opposition to legislation.
Although the question of a guarantee of deposits had been dis-

cussed from time to time since 1908, the 1933 report of the Economic
Policy Commission recommended:

"that the official representatives of this association
be directed to urge upon the Natiomal Administration at
Washington the desirability of pestponing by legislation or
otherwise the initiation of deposit insurance until an ade-
quate study and report can be made of the probable results
that would follow the putting into effect = * » the provisions
of the new banking law = # " (Froceedings imerican Bankers
Association, 1933, p. 3h).

This report was favorably adopted. likewise the Association

adopted the Report of the Commitiee on Resolutions which stated that:

"ie recommend to the Natiomal Administration at Washington
mattmmrwwmmmumdmt
insurance » # %,

"s #» % means should be found to postpone action in putting
into effect the proposed measures for deposit insurance # « #."

It also took the position that:
"the whole project for deposit insurance » ¥ » should be
reconsidered # »= # and » % % yrelterates its conviction that

the postponement of the first phase of the project is of the
first importance." (Proceedings, 1933, p. 36)

The action taken by the Association in comnection with the various

currency reforms furnishes the most striling illustration of its tech-
nique in delaying legislative action. The President of the Association
in his annual message to the convention in 1911 stated:

"It is almost inconceivable that bankers should have
taken thirty-seven years in coming to some solution satis-
factory to themselves" (Froceedings, 1911, p. 59=60).

The Association sought to minimise the need for the Banking Act

of 1935

"7t is not our opinion that an emergency exists which
makes it immediately necessary to have this legislation.
(Statement of the President, Nearings before a Subcommittee
of the Committee on Danking and Currency, U. S. Senats, 7ith
Cong. lst Sess., on S, 1715 and H.R. 7617, at 515),
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(b) Indirect tion to tion

At times the Association has found it advisable to adopt a
more indirect approach:

*In the submisgion of this report the legislative Com=
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"As it became more and more evident that an attempt would

be made to pass a postal savimgs bauk bill your Committee urged
upen the varicus Clearing House Associations of the country
that they take action leoking toward s delay of the matter.*

The Bretten Weoods proposals are not the first the Bankers Assoei=
at.l?';:mdu principle, but object to in methods and procedures.
It fa

"the aims andmost of the previsions eof the Class Bill,
but i& opposed to the mew insurance feature that has been
incorporated in 1t." (The American Banker, May 17, 1933, p. 1).

(¢) Preference for Self-Regulation

Re 0. Page, Chairman, Coomittee on Mortgage Trusteeships of the
Trust Division of the American Banking Association, Rankers Trust
Caompany of New York, testifying at Searings before the Svhecommittes and
thocu::lrztnir Danking and Curreacy, Senate, 76th Congress, lst Sess.
on S. said:
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(Bankers Vagasine, Feb, 1098, pe 277)« In 1908 it was resolved

"That the American Bankers Associatiou condesms as wwise and
hurtful all propositions %o establish iFestal Savings Danks®,
(Froceedings, 1908, pe 30L). :

A spokeaman for the American Pankers Association stated with respect
to the Federal Reserve Act that "unless the proposed regional reserve
systen was radically changed, its failure in actual operation would be
as certain as that of a central bank from a political point of view.,”
(American Danker, Sept. 6, 1913).

A resclution passed in 1908 opposed any arbitrary plan looking to
the mutual guaranty of depoaits:

our banking system and the interest of the people.”
('mm,p. ).

Fiftesn years later the Assocliation was still of the same opiniong

"'The obviocus injustice of pemalizing good banking for the

protection of bad banking, of hasarding the funds of sound
institutions to cover the losses of the unsound, smust be clear

It is entirely possible that the wmarranted burden which this
would place on good banks might threaten the stability of the
entire banking struecture. It

.

ontstanding were delinguent because of the privileges granted by the Act.
(Proceedings, AJBJ. m’ Pe 20).
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(e) Protection and Awareness of Banking Interests

4 past Fresident of the American Bankers Association advocated
the follou..1z legislative policy:

"Tor the protection of the interests over which we are
custodians, it is one of duties imposed upon us, which
should by no means be neglected,
business from those who
ends, and who seek to
in their
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Savings, Pnu-tlul,
Pruodl.-p 1915, p. 181).

i

g _mm mmm

i i

mm it

_

mmu, :u
S By

<§2t

: Mme bt
i

mwwwm

W’ pe 126)

In recent years, the American Bankers Association has expressed

o # # ¥ (Report
the matter somewhat differently. Thus, for example, in the 1935 state~-

mumwu

-
®
=
=
L

Federal legislation, Proceedings,
ment of position on socialised credit and government subsidised credit, it

stated that
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"The American Bamkers Association will contimme to present
its position on these matters [i.e. credit by ;M agencies]
eff
proper
terest of
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before commnittees of Congress in an
which is not omly reasonable and
public interest and in the in
interest of chartered banking
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