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In the earlier days of the Republic when State banks were em~
powered to issue currency, there was & reason for State chartering end
supervision that ceased to exist when State bank notes were taxed out of
existence. In the light of the clearly recognized sovereignty of the
Federal Government over the issuance of currency, the logic of the case
calls equaelly for ending State suthority to charter banks which, in turn,
while they no longer issue currensy, san oreate bank credit that has so
largely supplanted currency as the country's chief medium of exchange.

As Professor Westerfield of Yale has pointed out:

"It has been seriously argued that the Constitution not
merely permits but requires that the power of the stutes to
charter commercial bonks be abolished and control of commercial
banking be exercised by the federal government ulone, because
the Constitution expressly gives Congress control of the
monetary system and forbids interference with it by the states,
ond commercial bunk dsposits are the prineipal element of the
monetory system."

Having a regard for the antiquity of this issue of the dual sys-
tem and the controversy whieh has raged about the subject for so many
gonerations, I have perhaps boen more prudent than logicul in stopping
short of advocuting that you gentlemen be legislated out of your prosent
occupations -~ but « long line of cminent cuthorities, who could hardly
be charged with indifference to 3tute Rights, have not stopped short.
Senator Sherman, of Ohio, that distinguished leader in establishment of
the national benking systom, conocluded noarly eighty ycurs eago that, end
I quotc, "The whole system of stute banks, however carefully guarded, was
both unconstitutional and inexpedient and ought to be overthrown".

Daniel Webster, speaking in the Senate on the subject of State
bank cireulation, said

"I confess, Mr, President, that the more I reflect upon this
subject, the more clearly does my mind approuch the conclusion
that the ereation of state banks, for the purpose and with the
power of circulating paper, is not consistent with the grants and
prohibitions of the Constitution."

Even so ardent a champion of State Rights as Thomas Jefferson
wrote in 18lL that, "The state legislatures should be immediately urged
to relinquish the right of establishing banks of discount',

My own approach and viewpoint were well expressed by an editoricl
in the New York Times of July 23, 19%6, emphasizing the fact that "an
obvious &nd pressing need" for fundamental benking reform still oxisted.
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"If the experience of the depression yoars showed anything," this eodi-
torial continued, "it showed the glaring weaknesses inherent in & bank-

ing system which is conducted under no less than fifty difforont scots of
Federal and local regulations, with many communities denied by law the
services of banking institutions equipped with sadequate financial resources,
The remedies for these weaknesses are unified regulation obtained through
membership of &ll banks in the Federal Reserve System and an extension of
the proctice of sound branch banking."

You will not, I trust, eccuse me of radicalism or of favoring
burecucracy becouse I find myself allied in my thinking with so many
others who, down through the years, have shared my general viewpoint;
some, like Jefferson, being much more drastic than I have been. And you
will not, I trust, think that I have any less desire to work cooperctively,
clascly, and in hermony with you to meke the best of our present situstion
Just becuuse I bolieve that time and economic progress will ultimutely
bring fundemental chinges in the bunking structure. I do not cure what
system, whother dusl or unified, provails, or how muny bunking esuthorities
there ure, if the system, whatever it may be, best serves the public
interest und preserves private banking in this nation.
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