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A  N EW  L O O K  IN F E D E R A L  R E S E R V E  S E R V IC E S

We are  w itnessing  today a p e r io d  o f  a c c e le r a t in g  change in 

the m anner we as a peop le  m ake paym ents fo r  goods  and s e r v ic e s .  

Our new M iam i O ffice  is  a part o f  this changing w orld  of f inancia l 

p r a c t ic e ;  and the s e r v i c e s  being in troduced  h e re  m ay  lead to a 

part ia l  so lu tion  o f  som e  o f  our s h o r t -ru n  p r o b le m s .

The R e a so n  We Cam e to South F lo r id a

Why, you m ight ask, has the Sixth F e d e r a l  R e s e r v e  D is tr ic t  

opened an o f f ic e  in South F lo r id a ,  the f i r s t  o f  such m agnitude an y

w here  within the F e d e r a l  R e s e r v e  S ystem  since  1927. The reason , 

o f  c o u r s e ,  is  peop le  - -  coup led  with their  need fo r  b a s ic  f inancia l 

s e r v i c e s .  The population o f  this 13-county  a rea  has m u s h ro o m e d  

during the last  25 y e a rs .  Other e c o n o m ic  m e a s u r e s  have kept p ace . 

In 1970, the a rea  accounted  fo r  40 p e rce n t  of the s ta te 's  population, 

44 p e rce n t  of its p e rso n a l  in co m e ,  50 p e rce n t  o f  its c u r r e n c y  and 

co in  use. C lea r ly ,  the reg ion  has m atured . B e ca u se  of the great  

d istance  involved , our Jack son v il le  B ran ch  has b e c o m e  m o r e  and 

m o r e  h a r d -p r e s s e d  to p rov id e  an adequate le v e l  o f s e r v ic e  to the

area .
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- 2 -  (M r ,  K im b r e l )

S p e c i f ica l ly ,  we have been  unable to p rov id e  c u r r e n c y  and co in  

s e r v ic e  to the sam e d egree  that is  o f fe r e d  by som e of our other o f f ic e  

Banks in the a rea ,  m o r e o v e r ,  have m ade little use of our ch eck  

c o l le c t io n  s e r v ic e s  b eca u se  o f  the delays inherent in getting ch eck s  

to J a ck son v il le  and the som ew hat unique f inancia l p r a c t i c e s  that have 

e v o lv ed  h e re .

A fte r  a c o m p re h e n s iv e  study involving in terv iew s  with a lm o s t  

e v e r y  bank in the area , we conc luded  e a r ly  last  y ea r  that a new o f f ic e  

in South F lo r id a  was the only  v/ay in w hich the le v e l  o f  s e r v i c e s  cou ld  

be s ign if ican tly  upgraded. We are  p lea sed  to be on the v e rg e  of 

t r ig g e r in g  that o f f ic e  into operation .

M o re  E ff ic ien t  Check  C o l le c t io n  P r o c e d u r e s

Having m ade the d e c is io n  to open an o f f ic e ,  our im m edia te  

p r o b le m  was to develop  a check  c o l le c t io n  and c u r r e n c y  and co in  

p lan that would serv e  South F lo r id a 's  needs adequately  and e ff ic ien t ly .  

While South F lo r id a 's  e co n o m y  was expanding, the nation 's  check  

paym ent sy s te m  was showing signs of a breakdow n. The grow th in 

vo lu m e of ch eck s  was outstripp ing the rate o f  rea l  e c o n o m ic  growth.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 3 -  (M r .  K im b r e l )

D espite  high speed  com p u ters  and ch eck  s o r t e r s ,  the paper  p r o b le m  

was getting w o rs e  as the num ber of ch eck s  w ritten  e s ca la te d  y e a r  

a fter  y e a r .  An estim ated  62 m il l io n  ch eck s  are  w ritten  each  day in 

the United States, 22 b i l l io n  a year. The s cop e  o f  the p r o b le m  of 

c o l le c t in g  these ch ecks  e m e r g e s  when you c o n s id e r  that the a v era ge  

ch eck  is handled 10 t im es  as it p a s se s  through the c le a r in g  p r o c e s s .

A s  our check  s p e c ia l is t s  began  to grapple  with the p r o b le m  of 

design ing a suitable check  plan fo r  South F lo r id a ,  they attem pted to 

m ake the plan as e f f ic ien t  as p o s s ib le .  They w e re  able to build on 

con cep ts  that w ere  appearing e lse w h e re  in the country: in W ashington-

B a lt im o re ,  f o r  exam ple , w here a s o - c a l l e d  reg ion a l c le a r in g  a r r a n g e 

m ent went into e f fe c t  in 1969; in se v e r a l  other c it ie s  around the 

country  w here the trad itional c lea r in g  h ou ses  w ere  being expanded 

to include banks in a wide radius around the cen tra l  c ity . In each  

ca se  the con cep t  involved  paym ent fo r  ch eck s  on the day they w ere  

p re  sented.

The e lem ents  of our check  plan fo r  South F lo r id a  have a lread y  

been  p resen ted  to each  of the 187 banks in the new zone. It is ,  

th e r e fo r e ,  u n n e ce s sa ry  to r e t ra ce  fo r  the bankers  p re se n t  the 

details  of the plan. F o r  the benefit  o f our n on -ban k ers ,  h ow ever ,
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let m e  su m m a rize  the m a in  fea tu res :

S u m m ary  of M ia m i 's  C heck  Plan

Banks in the a rea  are  exp ected  to pay fo r  ch eck s  drawn on 

them  on the day of p resen tm en t  by  the M iam i O ff ice .  Under this 

plan, ch eck s  drawn on South F lo r id a  banks a re  c o l le c te d  at least  

one day fa s te r  than they would be under conventional F e d e r a l  R e s e r v e  

ch eck  p r o c e d u r e s .  Bank c u s to m e r s ,  th e r e fo r e ,  have e a r l ie r  use  of 

the dep os its  m ade to their  accounts . They a lso  benefit  by knowing 

about any bad ch ecks  e a r l ie r  than at p resen t .  F u r th e r m o r e ,  e a r l ie r  

c o l le c t io n  of checks  red u ces  the opportunity fo r  ch eck  "k it ing"  

s ch e m e s  w hich depend on delayed  c o l le c t io n  fo r  their  s u c c e s s .

C hecks o f  all kinds (reg u la r  ch eck s ,  T r e a s u r y  ch e ck s ,  posta l 

m on ey  o r d e r s ,  F e d e ra l  R e s e r v e  drafts , etc . ) are  a cce p te d  f r o m  all 

banks in the zone. N orm ally , F e d e ra l  R e s e r v e  o f f i c e s  a c ce p t  checks  

f r o m  m e m b e r  banks only, while n on m em ber  banks are  requ ired  to 

send ch eck s  to a city  co r re s p o n d e n t  bank which, in turn, m ight send 

them  through the F e d e ra l  R e s e r v e  check  c o l le c t io n  system . N on

m e m b e r s  w ill  be a llow ed to deposit  all ch eck s  d ir e c t ly  with the M iam i
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O ffice ,  s in ce  they are  exp ected  to pay f o r  the ir  own ch eck s  on the 

day they a re  p resen ted . A cce p t in g  d ir e c t ly  f r o m  n on m em b ers  

re d u ce s  the num ber o f  t im es  a ch eck  is handled, thus contributing 

to a m o r e  e f f ic ien t  ch eck  c o l le c t io n  system .

S e v e ra l  "p ickup  stations" w ill  be m aintained by the M iam i 

O ff ice  to m ake it conven ient fo r  banks to use  its check  c o l le c t io n  

s e r v ic e .  T h ese  stations are  points at w hich banks m ay  drop  ch ecks  

fo r  pickup by a m o to r  c o u r ie r  who w ill  speed  them  to the M iam i 

O ff ice .  T im e ly  d eposits  of ch eck s  at a pickup station w ill be c o n 

s id e re d  as m eetin g  the 7:00 p. m . deadline ju s t  as if  they had been  

d ep os ited  at the M iam i O ffice  i tse l f .  Stations a re  p re se n t ly  being 

co n s id e r e d  in F o r t  L auderda le , W est P a lm  B each , F o r t  P ie r c e ,

F o r t  M y e r s ,  N aples, B e lle  Glade, North Dade, South Dade and the 

F lo r id a  K eys .

A  m ixed  deposit  of ch ecks  f r o m  any bank with daily  a vera ge  

o f  fe w e r  than 5, 000 item s  w ill  be a ccep ted  by  the M iam i O ff ice .

Under trad ition a l ch eck  p r o c e d u r e s ,  the F e d e ra l  R e s e r v e  would requ ir  

that the v a r iou s  kinds of ch eck s  be sorted  and p resen ted  separa te ly .
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We d ec id ed  to a c ce p t  m ixed  cash  le t te rs  f r o m  sm a ll  and m e d iu m -s iz e d  

banks w hich n o rm a lly  would not have equipm ent to s o r t  ch eck s  e ff ic ien t ly .  

In our opinion, this is  another re a s o n  why banks should a g re e  to pay fo r  

ch eck s  drawn on them  the sam e day they are  p resen ted .

S e v e ra l  benefits  o f  the expanded ch eck  s e r v ic e s  a c c r u e  to banks, 

b u s in e s s e s ,  and the gen era l  public .  S ince m o s t  ch eck s  in this area  w ill  

be handled fe w e r  t im e s ,  they w ill  be p r o c e s s e d  fa s te r  and at le s s  o v e r 

all cos t .  When ch eck s  are  c o l le c te d  m o r e  qu ick ly , they w ill  tend to 

b e c o m e  m o r e  g e n era lly  a ccep ta b le  as a m eans  o f  paym ent. Banks 

and bank cu s to m e r s  w ill  have use of funds e a r l ie r ,  and unpaid item s  

w ill  be d is c o v e r e d  qu ick er . "F lo a t ,  " the amount o f  ch eck s  c red ited  

b e fo r e  they are  actually  c o l le c te d ,  w ill  be m a te r ia l ly  reduced . The 

red u ction  of f loat is a m a jo r  o b je c t iv e  of p resen t  F e d e r a l  R e s e r v e  

ch eck  c o l le c t io n  p o licy .

This is our check  plan fo r  South F lo r id a .  It is  m o d e rn  without 

being exp er im en ta l ;  it is or ien ted  tow ard  serv in g  the gen era l  public  

without im p os in g  a burden  on the banks in the area ; it seeks  to 

stim ulate the a ccep ta b il ity  of ch eck s  as a m eans  of paym ent without 

r isk in g  lo s s  by nonpayment. It has m any fea tu res  that we b e l ie v e  

w ill  be adopted in future sy s tem s  in other parts  o f the country.
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In fact, the F e d e r a l  R e s e r v e  Bank o f  Atlanta is  now d eve lop ing  

plans to e s ta b l ish  s im ila r  reg ion a l c e n te rs  in each  o f  the c i t ie s  in 

w hich it has o f f i c e s .  I look  fo r  a p r o l i fe r a t io n  in reg ion a l c le a r in g  

ce n te rs  around the country.

The ch eck  plan adopted fo r  the M iam i O ff ice  and planned fo r  

other p r in c ip a l  c it ie s  in the Sixth D is tr ic t  is con s is ten t  with the 

nationwide p o l ic y  re ce n t ly  announced by the B o a rd  o f  G o v e rn o rs  

encourag ing  the c re a t io n  of such reg ion a l check  c le a r in g  ce n te rs .

Expanded M oney S e rv ice

P erh a p s  I have taken too  m uch  tim e in d is cu ss in g  our check  

c o l le c t io n  s e r v i c e s ,  thereby  detracting  f r o m  our plans fo r  im p r o v e 

m ents  in c u r r e n c y  and co in  s e r v i c e s .  These  s e r v i c e s  a lso  support 

our p o l ic y  of contributing to im p ro v e m e n ts  in the paym ents m ech a n ism .

The M ia m i O ffice  w ill  s e rv e ,  by p ickups and d e l iv e r ie s  o f 

c u r r e n c y  and coin , a ll m e m b e r  and n on m em ber  banks on a s e m i 

w eek ly  b a s is  using a r m o r e d  c a r r i e r ,  and even m o r e  frequent s e rv ic e  

m ay  be a rran g ed  at the expense of the bank involved . This t w i c e -a -  

w eek  s e r v ic e  is o f fe r e d  f re e  to m e m b e r  banks; n on m em ber  banks 

are  a s s e s s e d  a charge  to c o v e r  handling and transportation .
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F r e e  s e r v ic e  has been  availab le  in the past only to m e m b e r  

banks lo ca te d  outside the c ity  l im its  o f the F e d e r a l  R e s e r v e  O ff ice  

c i t ie s .  We are  p lea sed  to be able to o f fe r  now such s e r v ic e  to c ity  

m e m b e r  banks as w ell.

S ince b i l ls  unfit fo r  further  c ir cu la t io n  a re  sepa ra ted  as the 

m o n e y  is  p r o c e s s e d  in our o f f ic e ,  we b e l ie v e  that we shall a ssu re  

a h igher  quality of c ircu la t in g  cu r re n cy .  C it izen s  in the r e s t  o f  the 

state w ill  benefit  a lso ,  as our Jack son v il le  B ran ch  w ill  be able to 

s e rv e  m o r e  e ffect ive ly  banks in the s m a lle r  a rea  f o r  w hich  it now 

w ill  have ch eck  and cash  s e r v ic e  resp o n s ib i l i ty .

Another d eve lopm ent of f a r - r e a c h in g  s ign if ica n ce  is  the 

en orm ou s  a ttraction  South F lo r id a  now en joys  fo r  international 

trade . The banking industry  has re c o g n iz e d  this in an e f fo r t  to 

f o l lo w  its c u s to m e r s .  A c c o r d in g ly ,  m a jo r  f i r m s  and m a jo r  banks 

serv in g  international in terests  are  intensify ing their  a c t iv it ie s  in 

M iam i and South F lo r id a .  P u erto  R ico ,  the entire  C aribbean , 

C entra l and South A m e r ic a  all w ill  have an im portan t bear in g  on 

our functions h ere .

L a d ies  and gentlem en, these are  our im m edia te  p lans. We 

hope you are  p leased  with the expansion  in our s e r v i c e s .  A s  to the
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future - -  we don 't  intend to let you down! We stil l  have the m atter  

o f  fu ll b ran ch  status fo r  the M iam i O ff ice  on our docket. Thank you.
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