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ChanIRMAN- BOULHALL: - Gontlemen, it is a plcasure
and privilege for us this morning to be honered with the presence
of & Governor of the Federal Reserve Board.

“We have ned the privilegs.of having otier members
of the Federal Ressrve Boavd wiith us.

Governor Vardanan-comes from Mississippl .and
St. Lonis.  fle has had a very distinguished record in banking and
public service gnd in the 2rmed services of the United States.
He gualified Loth as sn Army and Navy ofticor having served first
in the first Yorld Wer os an Avmy officor aad in the second World

War ae a Nuvy olficer. And I wag very much interested to see in

—

ezl

biography that he at one tiuwe commanded some rmphibious forees
and I don't know anyone who is more cualified to comrsnd smphibion

Torces %han one who has been both -an Army.-and Navy officer.

b

Jovernor Vardaman was bern in iiiesissippl in 1894
and began practically from the credle to live a distinguished
career,  heginning witn his gradustion frowm college with the degree
of LLB, so that he set out well equipped us & lawysr to meke the

conguests that he later achligved,

ke entered the banking business atter the war, and
wagra viee president of a bank in St. Louls and then president of.
a ‘bunk in St. Louis.

He-enterad the Naval Reserve Forcesg.in 1939 and .

went onryactive duty with the Havy:ia June 1941, He served oversez
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on the steff of. Admiral Stavi in London and Scotlond and with the
amphibious forces in the Meliterranean in the assault and occugpa-
tion of Norbthern Algeria and of Bizerte and Tunis. He also
served with the amphibious foreces in the wssoult and occupation
of Slcily and Ttely. After hospivalization for wounds received
in that campaign he continued service with the amplhibious forces
iri-the Paecific in the campaigns. in the Philipnine Ialands and
Okinawa,. }

His carecr sz o Navy man was climaxed by being
made & commodore sad in May 1625 he wag msade Naval Aide to the

President of.the United States, and in January 1946 he way ap-

pointed Lo the Doard of the Pederal. Reserve Board in kashington.

It is in that role he comes to us this mornirg to

neke some remaerks.

{an}

We are very happy to have him. We welcome hinm.
al gure you- are »oin, to get gome pleasure from thqlprivilege of
hecring from him. Is Governor Varcamaen prosent?

(App%nuse)

COVERNOR JANMES K..VARDAMAN (Federal Roscrve System):
Mr. Cheirmmn, President Birnie, Mr. Meorris, ladies and gentlesen:
Tor shout twenty yesrs I have attcuded all ferme of bankers' meet-
ings, ABA, Investmont Rankers' Associaticn, Reserve City Bankers,
state banking conventions and groups, and I say without hesitation

that thig hasg beon the most constructive bankers' meeting thet I




have ever attended. Tt is the first bankers' meeting thet I have
ever been to that I didn't contmct one single sturfed skirt.
{Laughter and appilause) That is e fact,

T haven'y written any apeech. T don't write
specches., I am slways afraid that the pen mey say soniething that
the homrt doesn't mean. I think too much deliberaetion in speuking
tends o warp a man's thoughts and idess a bit and probably nekes
him o little timid in saying what he feels.

I hope T shall always be able to spsok ry mind

AN
froely and spontancously. /The notes which I heve here were pre-
pered yesterday duving‘thozmoeting; while T was thinking through
on what [ thought you would be interested in.

I em particularly glad to have the opportunity to
meet here with o msny future membors of the Fcderal Recurve System.
(Laugiter) I have besn back in the banking field too short a
tine to heve found en explanation as to why you gzentlemen, all of
you, heven't joired the ten supor Morris Flan Banks that are mem-
bers of the System; but you cen be assured I am going to devotc a
lerge part of my tine from now on to assisting in making the Federal
Reserve Systum so citractive to you that you will want to join it.
T don't know, as 1 say, why you are not already in, but we shell

.
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I-listenod yesterday with e great deal of pleasure

to vour founder and Yo Lr. 3irnie. The ides of Morrisg Plan hes

\
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prohably contributed -more to mass production in Amerieca and to
the physical high standards of the American way of 1ife than any
other one element. Without the democrstization of banks, without
the cxpending of banizing facilitiles tg the individual, I don't
helicve -that Ameriecan.dindustry could ever have reached the pesks
whten it bhas reached. Without the populerization -of banks and
the knowledge of their necessity which.resulted lergely from the
expansion of consumer credit losns and other loans made on the
basis of the Morris Plon, private bankiug would not have had =3

meny. friends sad would theretore have had a great deasl nore

i

trouble in surviving the staggzering 1930's than it did actuslly
have. Without the popular suppart of the averoge man it could
not have sucevived; eud the sveragse man had little xunowledge of
barks as.en instrument of velue to himself until th: Morris Plan.
became -eTfentive.

It ig a. great ides. It hus been implemented by
some of the mblest people in the banking buglness. As 7 havs saot
hers with you these last two days, 1. have bean trying to dctermine
in iy cown mind which cowplements the other the ﬁost. Does the idea
complement the people whe implement it or do you gentlemen comple-
mert the 1dea? I think it is about a Tifty-fifty drav.. And so
long &s vyou are tble to bring into your orgamizetion such men es
I have et here you need have no fenr sboul the. future of the NMorris

Plan as a system. It will live forever, and I think it should.



I think we heve o-good idesn in the Federal Reserve System, too;
but it cannot Ye imprlemented nor reach its peuk of effectiveness
without the faith and help of 'all bankers. I don't believe there
d¢ & hrrker present who would Like 1o see the Federal Reserve

e}

Svsetem sholished, beeause 1f we lose this System we will go

certeinly to @« systew which would call Tor wven greater Federal

-

control than we now have. As it is, we arz tle nearest thing %o

a privately owned -central bank left in tho world, and it this

central bsnking system does not succesed, thon we will prebably

g0 to complats govermment ownership cnd goverument divectlion and
government dictetion down to the smallest ides and loan policy.
That the preseunt Systom is a gound and progrossive
idea is more or lezs proved by the fact that it has within its mem-

pership banks which hold more than cighty per cent of the total deposit

2

liahilities of the United States.s If the System is good auough for
those banks it is at leact entitled 1o the suvnport of all banks,
regardless of sizo.  Theve moy be ecases where temporary rprofits nmay
he incroased by remaining outside of the System, but I submit that
therce is an elemont of free-viding in’eny cege where a benk is en- .
joying the benefits of the Systom without benring its proportionate
share of the costs, inconveniences and nnnoyances ~f mombership.

2

Such a policy of free-riding on the part of a2 non-member hank is,
I believe, nyople and destructive; and regerdless of the intent of

the institution involved it is selfish to & considerable degres.



T wish you would think the situation over seriously
snd remember that in the mind of the public a benk ie & benk, ond
21l bsrnkers are esually responsible in the cyes of averzge people.
won-memboer banks are charged merally with carrying out the great
rrinciples of sound oprration just sa much as Naticnal barks and
State member barks; and I think the whole banking structure, in
foet the whole system of private enterpriso, would ba greatly
benofitted 1f all eligible sorris Plan Benks were to become men-
nors ’

I would like to see your approach, your friendliness,
your lack of smugness, your onthusiasn, acdopted in more complete
deteil by all regulsr member banks, and just as lmportant by the
twelve Federal Reserve Benks and their braaches. As g matter of
fact, I believe that the attitude of some of the Federal Resorve
Banke mey explain the obsence of some of you from their rolls. I
am afrald thet some of the Federal Reservy perzonnel may have at
one timo or another considered the System an end rather than a meon
to en endt. I do not approve such attitudes, cnd I think they are
equally condemned by all present membsrs of the Boerd and of the
staff.

I feel definitely thot we ere o service organization,
and thet we should be just as much on our toes a3 Morris Plan Banks
or other banks to secure new business and to serve our customers

which ere, ¢f course, cur menbers.



failure of any sizeable group to cperaiec sound

'
Lanke, failure to recognize and follow sound principles of credit
ant iavestment as exemplified in the Federal Reserve and Notional
Bunking Systems, may force - and I use the werd "feorce" advisedly -
may foren the Congress to teke action looking for a closer suver-
vision of all banks by Federal zgents. I do not believe thet
private banking in fmerice can survive another 1930's. If we
huve another such debacle, as sure as fate, we are headed for
complote socialization of our hanking system; and I do not believe
that orivete enterprise in America cun exist for long without pri-
vate banking. But until the need for complete Government control
arises and Congress acts, T oppcse any bureaucratic hirsnhandeodness

.

or presgsure to force sny bank tc become a member of this System.
I feel that Congeoss is the real boss of this situation.

The members or the Congress, bhoth Seanate snd House,
are the dirsctors of this corporation known as the United staten of
America and they are elected to that board of dirsctors by tue
poople. T am very much-in favor of our going back as rapidly as
wa cun tp the old-tashionsd Constitutional form of government, that
is, the Congress, the Judiclery and tho Exeoutive, and let's put
those thres to their intended wso- by insisting upon Congressional en-
actment, Judiclial luterpretaticn and Executive enforcement of laws.

(Applruse)
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when a biil comes out of the Congress that is so
fuzzy @s to require material interpretation, I would like to see
211 buresus and boards zo to the courts by ex psrte proceediags,
if necessary, for interpretation rather than have wildcat interpre-
totions put on such lews by pecple whe #re not responsible to the
eiectorate and.who arc in many cases able to by-pass the Congross,
especially if the Congress is inclined to pass the buck.

I think the situation should be laid squarely in
the lap of *the Ccngress, end the Congross be asked to rcassume its
Constitutionel liability snd prerogative.

I opposs the woll-intsntioned efforts of those who
would merge all of our banking facilities under one great system
and congsolidate all of our supervisovy authorities under one super-
purcat. T belicve in the corntinuation as long as the systems are
workable of the. dual banking system and the dual supervisory anthori-
ties we now have.

I believe that reeulations generally and ceredit con-

N
trol perticularly should be reduced to & minimum. Beeauss Regula-
tion ¥ and oth-r regulations of the omergency period are before the
Board of Governors ror considerution and discussion, I dc not care
to discuss in detall any particular rcgulation. Suffice to say I am
against Regulation W in principle. (Appleuge) It, elong with other
consumer credit controls, wac probably necessery during the war; but

T think its importance even tharn was probtebly exegperated. Some



consumer credit controls mayv be advisable during this reconversion
period; but I think that such vegulatious as were imposed in war-
tigie cmergsney should be cuarefully reviewed and altered or cancel-
led, should be stripped and streamlined, ot cetera, as rapidly as
cireumstances permit.

I hope the Federal Government will give the inaivid-
usl and corporvate population of thig country an opportunity for self-
regulation, and thet we will be allowed to eliminat: all bureaucratic
and urbitravy controls except those which the Congress, the direct
elucted ropreseantetives of the people, shall decree. (Applause)

,

These romerks in subgtunee, gentlemen, indicate to
you just how I f2el about the matters discussed. . To zvold repetition
T am not zoing into any great detail because I made a chort btalk be-
fore the State bupervigora of Banks in Clevelend the other day in
which I set forth & sovrt of creed which ¥ hope to follow in tho
administraticn of this job. I# you haven't read those remerks snd
you are interested further in the proposed volicies ¢f a new public
servant, I wish vou would read tham; and iT you disagrec, lot me
know.

I attach to myself no thecry of inraliibility, I
agsure you. I am probably in thut learge group of pecnle who are
seldom in doubt but oftsn wrong; st leant, I hsve rather definite
idess on most questions which come vithin my cofficial jurisdiction.

But 1 am neither ctubdborn nor contrary, ead 1T do believe tunat the



best ndministration I can give is to exproess in my nfficial actions
a concsensus of the soundest and most reputable countemporsry thought
I can get. I cm out in the field now getting that thought from

;11 parts of the United States - nnd pelieve ne, I am getting it

1)
t
strong. (Laughter)

1 am going to have to leave you gentlemen iimmedl-
ately to eatch a beat from Norfolk. I want to thank you again ror
sllowing me to bte heré, and to express the hope that we will get
along as well together when 1 say and do things you do rnot approve
of as wall as we have here while I am saying things thot you pro-
hably like.

I you 4o not lock your doors at your naxt meeting,
I intend to be thore the day before and stay until the dey after.
{Lpplauss)

In the meantime you are just es close to me as your
talephene or poshbox or Washington. I would sincerely eppreciate .
it if you would come to see me when you are in Washington; and
always, pleuse give us, nither in writing or verpally, the bonefit
of your thoughts shout what we, your public servants, arc doing or

should do. (Appleuse)



