
RECENT DEVELOPMENTS IN 
FIFTH DISTRICT BANKING

Banking in the United States has been as dynamic 
as the economy it supports. From 1790, when there 
were only four commercial banks, until the present 
day, when there are nearly 14,000, the banking sys
tem has attempted to adapt to the needs and demands 
of a changing society and an expanding economy. 
At no period in the history of this nation has commer
cial banking been more adaptable and innovative 
than in the past 15 years.

Economic Conditions Many of the dramatic 
changes that have taken place in banking since the 
mid-fifties can be attributed to economic conditions 
during the period. A  time of great social and eco
nomic change in the Fifth District and in the nation, 
this period witnessed a high rate of growth in both 
population and income. In a number of Fifth Dis
trict states especially, shifts in the population from 
rural to urban areas had enormous economic, as well 
as social, impact. Both the expansion of existing 
industries and the development of new ones have also 
had substantial effects on the economy, and hence on 
banking. Although the economic growth of the last 
15 years has generally meant increases in bank de
posits, profits, and size, a concomitant demand for 
banking services has also arisen. For instance, alter
ations in population distribution have resulted in the 
demand for banks in new areas. Likewise, a bur
geoning population has created a need for greater 
emphasis on consumer banking. The expansion of 
industry has generated demands for increasingly 
higher levels of credit. Changing economic condi
tions have, therefore, imparted new challenges to the 
banking industry in recent years.

The Statutory Environment Although a number 
of economic factors have indeed contributed to alter
ations in the banking structure, the chief determinant 
of changes in recent years can probably be found in 
the altered statutory environment in which banks 
operate. Regulated by both the Federal government 
and state governments, the banking system in this 
country has been greatly influenced in the last 15 
years by significant changes in the banking laws. 
The most important recent legal changes on the 
national level have been passage of the Bank Holding 
Company Act of 1956, which was substantially 
amended in 1966 and 1970, and enactment of the

Bank Merger Act of 1960, which was also subse
quently amended in 1966. Basically, this legislation 
delineated the criteria for evaluating external growth 
in banking markets and demarcated permissible lines 
of nonbank activities. Since most of the external 
growth of banking organizations— both nationwide 
and in the Fifth District— has been either through the 
merger of existing banks or through bank holding 
company formation or acquisition, the importance of 
these Federal laws and their amendments should not 
be underestimated. This legislation has not only 
broadened the avenues of bank expansion, but it has 
also provided standards for approval of bank activi
ties by the appropriate regulatory authority, whether 
this be the Board of Governors of the Federal Re
serve System, the Federal Deposit Insurance Cor
poration, or the Comptroller of the Currency. On the 
state level, too, statutory changes have generally 
moved in the direction of clarification and definition.

In addition to growth in existing banking offices 
and the creation of new banks, which must be ap
proved by the Comptroller for national banks and by 
the state banking authorities for state banks, an 
existing bank organization can expand its operations 
by three possible means : ( 1 ) branching, ( 2 ) merger, 
and (3 ) holding company acquisition. De novo 
branching is not only subject, in most cases, to ap
proval by one of the Federal regulatory agencies but 
is also governed by state banking laws.1 In fact, 
branching is chiefly regulated by state laws, a situ
ation that results from the currently accepted, though 
sometimes contested, principle that all branches, 
whether of state or national banks, must conform to 
the branching laws established by the respective 
states.2 Bank mergers are also regulated by state 
banking authorities and Federal authorities. At the 
present time, Federal agencies have the principal au
thority for regulating bank holding company acquisi
tions.

State banking systems can be generally categorized 
according to the degree of branching allowed in the 
state. In some states only unit banking, which means 
no branching, is allowed; but in other states either

1 The only exceptions to this are banks not insured by the Federal 
Deposit Insurance Corporation. At the end of 1971, there was only 
one such bank in the Fifth District.

2 Branching by national banks requires only the direct approval of 
the Comptroller’s Office.
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statewide or more limited branching is permitted. 
In the Fifth District, West Virginia is a unit banking 
state, although “ facilities,”  such as drive-in-teller 
windows, are now allowed by state law.3 Virginia 
law permits limited statewide expansion— by merger 
throughout the state and by de novo branching in 
local areas. Statewide branching is allowed in Mary
land, North Carolina, and South Carolina; branch
ing is also permitted throughout the District of Co
lumbia.

Fifth District Developments In the Fifth D is
trict the most important single development in bank
ing structure in recent years has been the increased 
concentration of banking organizations. Between 
December 31, 1959, and December 31, 1971, the 
total number of Fifth District banks declined from 
981 to 764, although the number of banking offices 
in the District rose 90 percent— from 2,112 to 4,015 
— as shown in Charts 1 and 2.4 The largest nu-

3 Although West Virginia law currently prohibits bank branching, 
one limited-service “ facility,” which must be located within 2,000 
feet of the main bank’s building, is allowed. Six of these facilities 
were operating in West Virginia at the end of 1971.

4 Although six West Virginia counties are not officially included in 
the Fifth District, all data for West Virginia and the District 
include these counties, for the sake of simplicity.

Chart 1
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Source: Federal Deposit Insurance Corporation.

Chart 2
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Sources: Board o f Governors, Federal Reserve System; 
Federal Deposit Insurance Corporation.

merical increases in banking offices occurred in North 
Carolina, Virginia, Maryland, and South Carolina, 
in that order, with the number of offices in both 
North Carolina and Virginia more than doubling 
during the period. At the same time, the total num
ber of banks declined in each of these four states, 
while the District of Columbia, which registered the 
smallest gains in total banking offices, and West 
Virginia showed net increases. Since West Virginia 
is a unit banking state, each new office, with the 
exception of “ facilities,”  also represented an increase 
in the number of banks.

Holding company activity in the Fifth District, 
which was primarily centered in Virginia, has ac
counted for a great deal of the increased concen
tration of banks. At the end of 1971, 88 Fifth Dis
trict banks were controlled by 1 1  multi-bank holding 
companies; whereas at the beginning of 1960, only 
nine banks were subsidiaries of two multi-bank
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Table I

CHANGES IN THE NUMBER OF BANKS IN THE FIFTH DISTRICT

Banks in M ergers Banks in
O pera tion A bsorp tions, L iqu ida tions & O pera tion

(Dec. 31. 1959) N ew  Banks C onso lida tions Suspensions (Dec. 31, 1971) N et Change

District of Columbia 12 4 2 — 14 + 2
M aryland 140 19 47 — 112 — 28
North Carolina 192 11 108 95 —97
South Carolina 145 14 59 1 99 — 46
Virg in ia 309 65 128 1 245 — 64
West V irg in ia 183 22 6* — 199 +  16

Fifth District 981 135 350 2 764 — 217

* Branches a re  considered “ fa c ilit ie s "  under W est V irg in ia  law .
Sources: Federal Deposit Insurance C orpora tion  and Board o f G overnors, Federal Reserve System.

holding companies.5 By December 31, 1971, there 
were 67 multi-bank and one-bank holding companies 
in the Fifth District, which can be compared to the 
national total of 1,567 bank holding companies, with 
control over 55.1 percent of all deposits in the na
tion’s commercial banking system.6

Structural changes among Fifth District banking 
systems were the result of rather diverse expan
sionary activities in the five states and the District of 
Columbia. On an individual basis, the banking sys

5 Unless otherwise stated, all references to bank holding companies 
in this article are to multiple-bank (multi-bank) holding companies. 
Prior to enactment of the 1970 amendments to the Bank Holding 
Company Act, only multi-bank holding companies came under the 
legal definition of a bank holding company.

6 “ Banking Offices and Deposits of Banks in Holding Company
Groups, December 31, 1971,” Federal Reserve Bulletin, 58, No. 8 
(August 1972), A101.

tems of Virginia and North Carolina underwent the 
most dramatic changes during the period. The pro
liferation of bank holding companies was the most 
significant factor in Virginia, which does not permit 
statewide de novo branching. Changes in the North 
Carolina banking structure, on the other hand, almost 
solely resulted from statewide branching and bank 
merger. These routes to expansion were also used 
by banking systems in Maryland and South Carolina. 
The activity in North Carolina was somewhat more 
extensive than in the latter two states, however. Be
cause of legal limitations in West Virginia and geo
graphical restrictions in the District of Columbia, 
banking systems in these two areas experienced much 
more modest structural change.

Table II

BANKING ORGANIZATIONS
December 31, 1959

District of Columbia
M aryland
North Carolina
South Carolina
V irg in ia
West V irg in ia

Fifth District

M ulti-B ank
H old ing

Companies

Num ber Banks

1 2 
1 1

One-Bank 
H old ing 

Com panies & 
Independent 

Banks

10
139
192
145
303
183
972

Total
Banking

O rgan iza tions

1 1 
140 
192 
145 
305 
183

December 31, 1971

M u lti-B ank
H old ing

Companies

N um ber Banks

974’ 11

2
9
3

74

88

O ne-Bank 
H old ing  

C om panies & 
Independent 

Banks

12
103

92
99

171
199

Total
Banking

O rgan iza tions

13
105

93
99

180
199

676 687^

* One m u lti-b a n k  hold ing  com pany contro lled  banks in D. C., M a ry la n d , and  V irg in ia . 

Source: Federal Deposit Insurance C orpora tion .
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Table III Table IV

TOTAL BANK OFFICES TOTAL COMMERCIAL BANK DEPOSITS
(D ollars  in  Thousands)

Dec. 31, Dec. 31, A bsolute Percent Dec. 31, Dec. 31, Percent
1959 1971 Change Change 1959 1971 Change

D istrict o f C olum bia 76 122 +  46 61 D istrict o f C olum bia $1,459,974 $2,951,573 102.2
M a ry land 366 679 +  313 86 M ary land 2,338,779 5,940,883 154.0
N orth  C aro lina 644 1,319 +  675 105 N orth  C aro lina 2,788,034 8,371,967 200.3
South C aro lina 279 558 +  279 100 South C aro lina 1,010,624 2,789,596 176.0
V irg in ia 564 1,132 +  568 101 V irg in ia 3,196,486 9,210,785 188.2
West V irg in ia 183 205 +  22 12 West V irg in ia 1,259,511 3,298,014 161.8

F ifth  D istrict 2,112 4,015 1,903 90 F ifth  D istrict 12,053,408 32,562,818 170.2

Source: Federal Deposit Insurance C orpo ra tion . Source: Federal Deposit Insurance C orp o ra tion .

The state of Virginia restricted de novo branching 
from 1948 until the enactment of the Virginia Bank
ing Act in 1962, which greatly liberalized the state’s 
branching laws. Before 1962, a Virginia bank could 
only branch de novo in the city or county where its 
main office was located, although branching through 
merger with banks in the same or adjoining counties, 
or within 25 miles of the resulting bank’s main office, 
was permitted. The Virginia Banking Act of 1962, 
often referred to as the Buck-Holland Bill, loosened 
these restrictions by allowing branching through 
merger statewide and de novo branching, with some 
limitations, into counties and cities contiguous to the 
locale of a bank’s main office.7 This legislation also 
provided for the regulation of holding companies 
under Virginia state law. The result of this legis-

7 The law specifically provides that banks can branch de novo “ in 
cities contiguous to the county or city in which the parent bank is 
located and in counties contiguous to the city in which the parent 
bank is located.” If the parent bank is situated in a city, branches 
in the contiguous county may not be established more than five 
miles outside the city limits. A parent bank whose main office is 
located in a county cannot open a new branch in a contiguous 
county. See Laws of Virginia Relating to Banking and Finance 
(Charlottesville, Virginia: The Michie Company, 1972), pp. 22-25.

lation was a sharp increase in merger and holding 
company activity; and by 1969, a number of state
wide banking organizations were serving Virginia.

During the period 1960-1971, 128 bank mergers 
were consummated in Virginia— more than in any 
other Fifth District area. The effects of these mer
gers on the state’s banking structure were moderated 
to some extent, however, by the formation of 65 new 
banks in the years 1960-1971. The state neverthe
less experienced a net decline of 64 banks (including 
one liquidation) during the 1960-1971 period. At 
the same time, the total number of banking offices in 
the state more than doubled, increasing from 564 to 
1,132 or 101 percent. Since the parent bank of two 
merged systems cannot open any additional branches 
in the areas of the absorbed bank, some Virginia 
banks decided, in the early and mid-sixties, to form 
multiple-bank holding companies.8 This type of ex

8 It should be noted that between 1956 and 1970 some banks in 
Virginia, as elsewhere, formed one-bank holding companies, which 
permitted them to engage in activities denied to multiple-bank 
holding companies. In 1970, amendments to the Bank Holding Com
pany Act eliminated the distinction, at least for regulatory pur
poses, between single- and multiple-bank holding companies, thereby 
subjecting both to the same regulations.

POPULATION

1960

Table V

PER BANKING OFFICE

1970

P opula tion Popula tion
Banking per Banking per

P opulation O ffices Banking O ffice P opula tion O ffices Banking O ffice

District of Columbia 763,956 76 10,052 756,510 114 6,636
M aryland 3,100,689 366 8,472 3,922,399 613 6,399
North Carolina 4,556,155 644 7,075 5,082,059 1,125 4,517
South Carolina 2,382,594 279 8,540 2,590,516 485 5,341
V irg in ia 3,966,949 564 7,034 4,648,494 998 4,658
West V irg in ia 1,860,421 183 10,166 1,744,237 200 8,721

Fifth District 16,630,764 2,112 7,874 18,744,215 3,535 5,302
United States 179,323,175 23,130 7,753 203,184,772 3-3,858 6,001

Sources: Bureau o f the Census and Federal Deposit Insurance C orp o ra tion .
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pansion does allow Virginia bank holding company 
organizations to branch de novo through acquired 
banks in those banks’ areas following acquisition. By 
the end of 1971, 26 bank holding companies (includ
ing one-bank and multi-bank companies) controlled 
82 banks in the state. Overall, the extensive merger 
and holding company activity within Virginia re
sulted in a decrease in the number of independent 
banking organizations from 303 on December 31, 
1959, to 171 on December 31, 1971, as shown in 
Table II.

Differing from the experience of Virginia, the 
North Carolina, South Carolina, and Maryland 
banking systems underwent similar structural 
changes from 1956 to 1971. All three states had 
allowed statewide de novo branching and merger for 
a number of years prior to 1960. Consequently, there 
was no particular incentive for banks in these states 
to expand by means of the holding company struc
ture, as was the case in Virginia during the sixties. 
As of December 31, 1959, only one multi-bank hold
ing company was operative in the three states; this 
company held interests in one Maryland bank, as well 
as in one Virginia bank and two District of Columbia 
banks. By the end of 1971, the number of multiple- 
bank holding companies in the three states had only 
increased to three. Two controlled nine Maryland 
banks, and one controlled three North Carolina 
banks. The additional Maryland company was not 
formed until 1970, and the North Carolina company 
did not come into existence until 1971. No multiple- 
bank holding company had entered South Carolina 
banking by the end of 1971.

Merger and branching activity in the North Caro
lina, South Carolina, and Maryland banking systems 
has been considerably more intense than holding 
company activity. Total bank offices in these states 
increased by 105 percent, 100 percent, and 86 per
cent, respectively, between year-end 1959 and 1971, 
as shown in Table III. North Carolina led the Dis
trict in both absolute and relative increases in bank 
offices over the period. The number of offices in 
this state increased from 644 to 1,319 or 105 percent. 
Over this same period of time, 108 bank mergers took 
place in the state. Offset by only 11 new bank for
mations, the consolidation of existing banks resulted 
in a net decline of 97 banks, leaving only 95 com
mercial banks in operation in North Carolina at the 
start of 1972. The North Carolina banking system 
thus experienced, because of extensive merger ac
tivity, the largest proportional decrease in the num
ber of banks of any Fifth District area.

Mergers, although not expressly prohibited by

West Virginia law, are restricted by the same limi
tation that affects branching in this state’s banking 
system. Not only is branching forbidden in West 
Virginia but two merging banks, once merged, must 
close one of their two offices. As a result, practically 
all of the structural change that occurs in the West 
Virginia banking system is caused by new bank for
mations. In 1959, West Virginia had a total of 183 
banking organizations; by 1971, this figure stood at 
199, representing a net change of 16, which was the 
highest increase in the Fifth District. Total bank 
offices, however, only rose by 12 percent, from 183 
to 205, which was the lowest rate of increase in the 
District.9

9 In 1971, West Virginia, despite severe limitations on branching, 
had more banking offices than banks, because of the addition of six 
limited service “facilities.” See footnote 3.
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Chart 4
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‘ On December 31, 1959, the three largest banking organizations in each Fifth District state and D. C. were the three 
largest banks. A t year-end 1971, tw o o f the three largest banking organizations in V irgin ia  were holding companies 
w ith  tw o or more banks, as shown in V irgin ia 's column 2 fo r 1971.

Sources: Board o f Governors, Federal Reserve System; Federal Deposit Insurance Corporation.

The District of Columbia is also restricted in its 
external expansion, but here the restricting factor is 
geography. Since the District of Columbia encom
passes a relatively small area, bank expansion is 
naturally limited. In 1959, there were 11 banking 
organizations in D. C .; in 1971, there were 13, which 
represented the second highest rise in the Fifth Dis
trict. Total bank offices in D. C. rose from 76 in 
1959 to 122 in 1971, an increase of 61 percent.

Effects of Changes Banking structure changes 
in the Fifth District in the last few years have to 
some extent paralleled banking developments nation
wide. Largely influenced by Federal and state legis
lation, most areas in the District have experienced 
sharp reductions in the number of banks in operation 
but significant growth in the size of banks and bank
ing organizations. The increased share of total com
mercial bank deposits held by the three largest banks 
and banking organizations in each Fifth District state, 
shown in Chart 4, illustrates the increased concen
tration of deposits in the largest banks in the Fifth 
District and the degree of change in concentration. 
Another significant development in the District has

been the expansion of the number of offices serving 
the public. Although the total number of banking 
organizations declined from 974 in 1959 to 687 in
1971, the number of bank offices in the District in
creased from 2,112 to 4,015 during this period. 
Moreover, the population per banking office has de
clined from 7,874 persons per office in 1960 to 5,302 
in 1970. This change compares favorably with the 
national averages of 7,753 in 1960 and 6,001 in 1970.

Despite the clear tendency towards greater concen
tration of banking resources in the Fifth District, 
there is no evidence that this trend has significantly 
reduced overall banking competition in the area. In 
fact, in some localities in the District, aggressive and 
innovative banking organizations may be stimulating 
competition. It should also be remembered that this 
increased concentration reflects not only an altered 
statutory environment but also underlying changes in 
broad economic conditions and demographic patterns. 
The overall effect of these changes, moreover, has 
generally been an increased range of banking services 
in the Fifth District.

Thomas Y. Coleman and Bradley H. Gunter
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