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To Chairman Eccles Subject! Some thoughts re Maple Harl1 s

Frftm Governor Clayton abdication as a bank supervisor.

Harl states that the supervisory control of state banks is
vested in the respective State Banking Departments and that of national
banks in the Comptroller of the Currency. As for the F.D.I.C, he says
it "is charged solely with responsibility for protecting the depositors
in insured banks, within the limits provided by law, against losses."
He then goes on to admit that the law "provides certain means of safe
guarding the interests of the Corporation and of minimizing its risk in
banks TThich are insured." Thus, he says, "The Corporation has the right
to cite an insured bank for statutory violations% also for unsafe and
•unsound practices." (underscoring mine) As a sample of this nimble
inconsistency, he then states that he regards the power given the Corpora-*
tion to examine insured banks and to review reports of examination made
by supervisory agencies "as merely a means of determining our risk" and
that such functions do not constitute supervisory authority. If his
position were logical, he would have to say that an unsafe or unsound
practice on the part of a bank should not be criticized by the F.D.I.C.

C so long as it has not progressed far enough to impair the insurability
of the Corporation's risk. But, of course, the statute wisely provided
the F.D.I.C. with the power to cite a bank for unsafe and unsound prac-
tices, whether the risk to the F.D.I.C. is immediate or remote.

I-Jarl endeavors to rationalize his position by saying that the
interest of the F.r.I.C. is fundamentally for the protection of a bank1 s
depositors. I should like to ask -what the fundamental purpose of bank
supervision io, if not just that. Certainly, bank supervisors are not
interested in making more profits for stockholders or making more credit
available for would-be borrowers. These functions belong to bank manage-
ment, which endeavors to reconcile the sometimes conflicting interests of
stockholders on the one hand and depositors and borrowers on the other.

It seems to me quite obvious that Harl adopted this philosophy
in order to court the enthusiastic approval of the state and national
supervisory authorities. In the same speech, he favors two other things
with the same end in view: (l) The liquidation of F.D.I.C. capital, leav-
ing the funds "composed of resources contributed wholly by its members",
and (2) the dual system of banking, which he regards "as an important
factor in our economic structure". He then almost inadvertently utters
2. rord of caution, "in looking to the future it should be remembered^ how-
ever, that the last few years have been exceptionally favorable to banking.
We hope, therefore, that bankers universally are preparing for the time
when prices and business activity level off,••••", etc. What an attitude
this is for a federal banking agency to assume, namely, that there are

^^ dangers ahead but nothing can be done about it by F.D.I.C. except to
•̂"̂  "hope", etc.
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