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THE CHANGING DISTRICT BANKING STRUCTURE
The evolution of the banking structure of the 

United States has been a continuing story through
out the history of the nation. The process of 
economic growth involves continuous change, and 
the changes that accompanied the development of 
the economy of the United States gave rise to im
portant changes in the demands on the banking 
system. These changing demands were met not only 
by changes in the kinds of services provided by 
banks, but also by significant changes in the struc
ture of the banking system.

Although change in the banking structure has 
been almost continuous, the rate at which change 
has occurred has been by no means steady. In the 
first two decades of this century, for example, the 
number of commercial banks increased by about two 
and one-half times, to a total of about 30,000. The 
number was reduced substantially by suspensions 
and mergers in the 1920's and even more sharply 
by the virtual collapse of the banking system in the 
early 1930’s. Following these severe shocks, there 
was little change in banking structure from the mid- 
1930’s through the decade of the 1940’s. From 
1934 through 1951, for example, the number of 
banking offices changed very little as the number 
of banks declined by almost 1,400 while the number 
of branches and facilities increased by almost 2,150.

The period since 1950, however, has been marked 
by dramatic changes in the nature of the banking 
business and in the structure of the banking system. 
This was a period of great social and economic 
change, with rapid growth in population and income, 
dramatic shifts in the distribution o f population, and 
the birth and development of important new in
dustries. These dynamic developments not only in
creased the demands upon the banking system, but 
they created demands for new kinds of services. 
Because of the underlying shifts that had occurred 
in demographic and industrial patterns, these de
mands were focused on areas that often were served 
inadequately by existing banking offices. M oreover, 
some banks were poorly equipped to meet some of the 
demands for new kinds of services on the part of 
their customers.

Changes in banking structure in particular areas 
are influenced to a considerable degree by the legal 
constraints applicable to various kinds of bank ex 
pansion. Commercial banks in the United States 
operate in a unique legal environment, with Federal 
and state chartered banking systems operating side 
by side in each state, and with most types of bank

expansion subject to both Federal and state law. 
In each state, state law determines the status of 
branch banking for national as well as state banks. 
Most bank mergers and holding company activities, 
on the other hand, fall under the provisions of Fed
eral law, and Federal supervisory agencies exercise 
important powers in these areas. M oreover, in recent 
years the Department of Justice has played an im
portant role in the area of bank merger and holding 
company activities.

Thus, in some states the formation of statewide, 
regional, and local branch organizations has been a 
prominent feature of bank expansion in recent years. 
In states where multi-office banking is prohibited or 
severely restricted, change has been reflected mainly 
in the size and number of banks. Some states have 
experienced a rapid growth in the number and size 
of bank holding companies, while others have had 
both branch and holding company activity.
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The Fifth District T his article is concerned 
mainly with changes in the structure of banking in 
the Fifth Federal Reserve District from the be
ginning of 1960 through 1968. As the chart on 
page 2 suggests, however, the change in the general 
structure of Fifth District banking in the past nine 
years was for the most part a continuation of trends 
that began earlier in the postwar period. Since 1950, 
for example, there has been a continuing decline in 
the number of banks in the District and a large in
crease in the number of branches and facilities. The 
changes since the beginning of this decade, however, 
have been larger than those in the decade of the 
1950’s. From 1950 through 1959, for example, the 
number of banks fell by 66 ; since the beginning of 
1960 the number has fallen by 176. On the other 
hand, the number of branches increased by 586 from 
1950 through 1959, and by 1,428 in the 1960’s.

Although the tempo of change has increased in 
recent years, the pace of change has not been uniform 
among Fifth District states. This is mainly because 
of differences in the banking laws of the District 
states. A t one extreme, W est Virginia is a strict 
unit-banking state that prohibits all forms of multi
office banking organizations. On the other extreme, 
Maryland and the two Carolinas permit statewide

branching, and in recent years banks in these states 
have engaged in widespread merger and branching 
operations. Between these extremes, Virginia since 
1962 has been adjusting to a new branch banking 
law and has experienced extensive holding company 
activity. Finally, banks in the District of Columbia 
are permitted to branch, but the narrow geographical 
area within which they operate has limited merger 
and branching activity.

Changes by State N ot surprisingly, the grea t
est number of changes occurred in Virginia, partly 
because of the 1962 changes in the banking law. 
For some years prior to 1962 the establishment of 
new branches was restricted to the limits of the city, 
town, or county in which the parent bank was lo
cated. Branching through merger or absorption of 
an existing bank was permitted provided the merged 
bank was in the same or adjoining county or within 
25 miles of the parent bank, and provided that each 
of the banks had been in operation five years or more. 
In 1962, the law was amended to permit branching 
through merger anywhere in the state, but the five- 
year limitation was retained. The restriction on de 
novo branching was liberalized somewhat to permit 
the establishment of new branches in contiguous 
political subdivisions.

CHANGES IN NUMBER OF BANKS AND BRANCHES 
Fifth District 

1960-1968

District of North South West
All Commercial Banks Columbia M aryland Carolina Carolina Virginia Virginia Total

Number of Banks

(December 31, 1959) 12 140 192 145 309 159 957

New Banks 4 17 6 13 43 12 95

Mergers and Absorptions 2 35 77 39 114 2 269

Voluntary Liquidations and Suspensions - - - 1 1 - 2

Number of Banks

(December 31, 1968) 14 122 121 118 237 169 781

Net Change +  2 -  18 -  71 -  27 -  72 +  10 -  176

Branches and Facilities

Number of Branches and Facilities

(December 31, 1959) 64 226 452 134 255 1,131

New Branches 33 219 435 184 344 1,215*

Conversions, New Facilities,

and Replacements 4 41 77 43 124 289

Branches and Facilities Discontinued 1 17 34 10 14 76

Number of Branches and Facilities

(December 31, 1968) 100 469 930 351 709 2,559

Net Change +  36 +  243 +  478 +  217 +  454 +  1,428

Change in Banking Offices +  38 +  225 +  407 +  190 +  382 +  10 +  1,252

* Does not include four drive-in facilities in West Virginia.

Source: Federal Deposit Insurance Corporation and Board of Governors of the Federal Reserve System.
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The accompanying tallies indicate the extent of 
the changes in Virginia’s banking structure in the 
decade of the 1960’s. The 43 new banks formed ac
counted for some 45%  of all new banks established 
in the District. The 1962 changes in the banking 
law stimulated a wave of mergers, and the 114 banks 
eliminated by merger or absorption accounted for 
about 42%  of the District total. A ll of these 
changes, together with one voluntary liquidation, re
duced the number of banks in the state by 72.

Despite the reduction in the number of banks, 
there was a substantial increase in the number of 
banking offices in Virginia, as the number of 
branches and facilities rose by 454. In addition to 
the banks converted to branches through merger, a 
large number of de novo branches were established. 
Finally, the formation and growth of bank holding 
companies has been a prominent feature of the bank
ing picture in Virginia in recent years.

The North Carolina banking structure also under
went numerous changes in the period. Unlike V ir 
ginia, North Carolina banks were not responding to 
a sudden change in the banking law. Rather, the 
merger and branching activity represented a con
tinuation of trends dating back to the early 1950’s. 
Nevertheless, the 77 mergers in North Carolina ex 
ceeded by a considerable margin the number in any 
other District state except Virginia. M oreover, the 
increase in the number of branches was larger than 
that of any other District state, mainly because of
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the establishment of 435 de novo branches. On the 
other hand, only six new banks were established in 
North Carolina during this nine-year period.

Developments in Maryland and South Carolina 
were quite similar in nature. In both states the num
ber of mergers exceeded the number o f new banks 
established, so there was a moderate decline in the 
number of banks. Each state had a substantial 
growth in banking offices, however, mainly reflecting 
the establishment of de novo branches.

Changes in the banking structure of the District 
of Columbia are limited by the highly urbanized 
character of the area and by its limited geographical 
scope. Nevertheless, there were changes in the 
years 1960 through 1968. Four new banks were 
organized and two became branches of other banks 
through merger. In addition, the number of branches 
and facilities increased by 36.

W est Virginia showed the least number of changes 
in banking offices during the period, mainly because 
of its prohibition of branch banking. Twelve new 
banks were established and two were eliminated 
through merger. There were no branches during the 
period, although several banks established drive-in 
facilities.

Bank Holding Companies T h e form ation  and 
growth of bank holding companies has been one of 
the significant developments in Fifth District bank
ing in the past decade. A s used in this article, the 
term bank holding company refers to the effective 
control of the operating policies of two or more 
banks through ownership of stock by a separate 
company established for that purpose. Thus, this 
discussion will be concerned with those holding 
companies that are required to register under the 
provisions of the Bank H olding Company A ct, but 
not with the numerous one-bank holding companies 
that have been formed in recent years.

A t the end of 1960, there were two bank holding 
companies in the Fifth District. One, a Virginia 
corporation with its activities largely confined to 
northern Virginia, was registered under the Bank 
Holding Company Act. A t the end of 1960, this 
group included four Virginia banks with eight o f
fices, holding $60.8 million of deposits. The other 
holding company was exempt from  the provisions 
of the Bank Holding Company A ct in 1960, but this 
exemption was subsequently eliminated. In 1960, 
it owned shares in banks in Virginia, Maryland, and 
the District of Columbia, as well as in several states 
outside the Fifth District.

The accompanying table indicates the extent of 
the growth in bank holding companies since 1960.
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A t the end of 1960, the two holding companies in 
the Fifth District controlled nine banks with 25 o f
fices and $276 million of deposits. Between 1960 
and the end of 1968, three new holding companies 
were formed, all in Virginia. A t the end of 1968, 
five holding companies controlled 54 Fifth District 
banks operating 375 offices and holding over $3 
billion in deposits.

Holding company banking has had a particular 
impact on the banking picture in Virginia. A t the 
end of 1968, 48 of the 237 banks in Virginia were 
members of holding company groups. These banks 
operated more than one-third of the banking offices 
in the state and held 39%  of the total deposits. 
Three of the state’s five largest banks were lead 
banks in holding companies at the end of 1968, and 
six of the ten largest were included in such groups.

Effects of Changes T h e changes in banking 
structure in the Fifth District in recent years are to 
a considerable degree a part of the general change 
in the nature of the banking industry, one feature 
of which might be called a trend toward “ consumer” 
or “ retail” banking. A s a result of rapidly growing 
population and incomes and changes in the nature 
of the demands on the banking industry, commercial 
banks have been faced with the necessity of providing 
more convenient and readily accessible banking fa
cilities. In some cases the demands for new services 
could be met only by larger banking institutions. 
A ll of these factors are reflected in the banking 
statistics for Fifth District states.

W ith the total volume of deposits increasing 
sharply and the number of banks declining, the size 
of the average bank in the District increased. Aside 
from the District of Columbia (which may be con
sidered a special case), the largest increase in average 
size was in North Carolina. The size of the average

bank in Maryland also increased substantially, while 
those in Virginia and South Carolina showed sig
nificant percentage gains. Because W est Virginia 
is a unit-banking state, and because it is the only 
District state showing an increase in the number 
of banks in the past nine years, the growth in the 
size of the average W est Virginia bank was rela
tively small.

The degree of concentration of banking resources 
in District states has also been influenced by the 
many changes described in this article. The per
centage of total deposits in a particular state or area 
held by the largest banks is one measure of con
centration. The accompanying chart shows for each 
of the District states and the District of Columbia 
how this measure changed between 1960 and 1968. 
Not surprisingly, the highest degree of concentration 
of resources throughout the period was in the Dis
trict of Columbia, although there was almost no 
change between 1960 and 1968 in the percentage of 
total deposits held by the five largest banks. North 
Carolina showed the highest degree of concentration 
for any District state, and it also recorded a sig
nificant increase in concentration during the period. 
A t the end of 1968, the five largest banks in North 
Carolina held about two-thirds of the state’s de
posits. Virginia showed a significant increase in 
concentration during the period, but the degree of 
concentration at the end of 1968 was relatively low. 
If bank holding companies are considered single 
banking organizations, however, concentration in 
Virginia is substantially increased. Looked at this 
way, the five largest banking organizations held 
about 48%  of the state’s deposits, and two-thirds of 
the deposits were held by the ten largest organiza
tions. Maryland and W est Virginia each showed a 
small decline in the degree of concentration.

A ubrey N. Snellings

BANK HOLDING COMPANIES 

Fifth District

December 1960 December 1968

Holding 

Com panies* Banks Offices Deposits

Holding 

Com panies* Banks Offices Deposits

($ millions) ($ millions)

District of Columbia 1 2 7 $156.1 1 2 14 $ 292.0

Maryland 1 1 3 27.2 1 4 21 142.0

Virginia 2 6 15 92.7 5 48 340 2,668.0

Total 2 9 25 $276.0 5 54 375 $3,102.0

* One holding company controlled banks in M aryland, Virginia, and the District of Columbia. In 1960 this holding company w as not

registered with the Board of Governors; in 1968 it was registered.
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