
IT IS A REAL PLEASURE FOR ME TO MEET WITH YOU tEB RASKA BANKERS HERE TODAY 

IN LINCOLN AND TO SHARE A FEW THOUGH TS ON MATTERS OF MUTUAL INTEREST. THIS 

OC CASION IS PART ICULARLY ENJOYABLE BECAUSE THIS IS THE FIRST OPPORTUNITY I' VE 

HAD TO MEET WITH BANKERS IN r~EBRASKA SINCE BECOMING PRESIDENT OF THE FEDERAL 

RESERVE BAN K OF KANSAS CITY ON r~ARC H 1. I PLAN TO MEET vlI TH BANKERS AND 

BUSINESSME IN THE TE NTH DI STR ICTS AS OFTEN AS POSSIBLE BECAUSE I FIRMLY BELIEVE 

THAT WE AT THE FEDE RAL RESERV E SHOULD STRIVE TO IMPROVE OUR COMMUNICATI ON WITH 

ALL SEGMENTS OF THE BANKING AND BUSINESS COMMUNITY-NOT ON LY TO CONVEY OUR IDEAS 

ON VARIOUS POL ICY ISSUES J BUT TO SEEK YOU R OPINIONS AND ADVICE ON MA TTERS WE MAY 

BE CONS IDE RING AT THE MOMENT. 

WE NEED TO CO MUNICATE ITH ONE ANOTHER SO THAT ALL OF US Y BETTER UNDER­

STAND THE CRIT ICAL ISSUES FACING BANKING. PERHAPS TH IS YEAR ) COMMUNICATION IS 

EVEN MORE IMPORTANT) GIVEN THE ENVIRONMENT OF ONRUSH ING CHANGE IN WHICH YOU ARE 

OP ERATING. WE AL L RECOGNIZE THAT CHANGE IS A POWERF UL FORCE IN ALL FACETS OF OUR 

PERSONAL AND PROFESS IONAL LIVES. THE PHENOMENON OF CHANGE EFF ECTS EVERY DECISION 

WE MA KE . INTELLIGENT ACCEPTANCE OF CHANGE OFTEN IS THE KEY TO SUCCESSFUL INTEGRA­

TION OF WORTHWH ILE NEW ELEMENTS INTO OUR PERSONA L AND PRO FESS IONAL EXISTENCE . 

BANKING HAS CER TAINLY NOT BEEN EXEMPT FROM CHANGE) NO R ARE BANKERS NECESSARILY 

DEVOTED TO THE STATUS QUO. FOR MANY BANKE RS) CHANGE IS THE ONSET OF OPPO RTUNITY. 

J 
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THE MOS T OBV IOUS AR EAS OF CHANG E AFFECTI NG FINANCIAL INSTITUTIONS TODAY 

ARE RELATED TO THE RA PI DLY EVOLVING ELECTRONIC FUNDS TR ANS FER TECHNOLO GY AND 

THE ASSOCIATED COM PET ITIVE RESU LTS, Two EVENTS HAVE SPURRED THIS FAR- REACHING 

AND) AS YET) NOT FULLY UNDERSTOOD MEDIUM OF FINANCIAL EXCHA NGE, ONE EVENT ) OF 

COU RSE ) IS THE DRAMAT IC IMPROVEMENT IN COMPUTER-BASED SYSTEMS AND THEI R CAPABIL­
~ 

ITIES. THE OTHER) AND EQUALLY IMPO RTANT PERHAPS) IS RECO GNI TION BY BANKERS OF 

THE MAR KET POTE NTI AL IN EXPAND ED EFT SYSTEMS) WHICH RA~~;~E I N10 F RT~ER J~ 
. _~-u.. tU~ 

OPPO RTUNITIES TO IMPROVE PUB LIC AC CESS TO BA NK ING SERVICES I ANY CA E) MANY 

OF YOU NOW DISCUSS MATTERS OF EFT ) ATM' s) CBCT's) A D pas AS READ ILY AS YOU TALK 

ABOUT LENDING PO LICY OR INVESTME NT STRA TEGY . ELECTRONIC BANKING IS HE RE AND MANY j 

OF YO U ALR EADY ARE WORKING ON PLANS TO UTI LIZE THE NEW TECHNO LOGY FOR EXPANDED 

SERVICES FOR YOUR CUS TOMERS AND PERHAPS EVEN PENETRATI ON INTO UNTAPPED MARK ETS. 

AT THE FED ERAL RESERVE BANK OF KAN SAS CITY ) WE'VE BEEN INTE RE STED TO NOTE 

THAT MA NY EFT-RELATED DEVELOPMENTS HAVE ORIGI NATED AND ARE CONTINUING TO OCCUR 

HERE IN TH E TENTH DISTRICT- IN JEBRASKA ) KANSAS) AND OKLAHOMA) THE HEARTLAND OF 

AMER ICA. AND JEB RA SKANS HAVE BEEN RI GHT IN THE FORE FR ONT OF INNOVATI ON. NOT 

ONLY THAT ) THE LEGISLATION YOU CONSI DERED) DEVFLOP ) AND P~S S ED LAST YEAR- AND 
U./ .., t& ~'1f JI! ~ II 

WHICH BE CAME LAW IN JANUARY THIS YEAR-D EMONSTRATES WHAT I ~L MA NAGED CHANGE. 
;=:-- .:::-==­

IN THIS CASE) MANAGED CHANGE MEANT A BALANCING OF TECHNOLOGICAL) REGULATORY) AND 

LEGISLAT IVE FORCES IN A MANNE R WH ICH PROVI DES A POTENTIAL LONG-TERM BENE FIT TO 

THE IEBRASKA PUB LIC. 
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THE NEBRASKA LEGI SLATION PERMITTING BAN~\TO ESTAB LISH AND SHARE REMOTE 

EFT FACILI TI ES ANYWHERE IN THE STATE IS AN EXCELLENT EXAMPLEJ I BELIEVEJ OF 

ORDERLY CHANGE BROUGHT ABOUT IN RESPO NSE TO MARKET DEVELOPMENTS AND REG ULATORY 

AND LEGISLATI VE DE CI SIONS . OF CO UR SE J .IEBRASKA BANKERS HAD BEEN CONSIDER ING 

EFT MATTERS FOR SOME TI MEJ SO YOU WERE WEL L PREPARED FOR EFFORT RE UI RED TO 

ESTABLI SH YOUR EFT ENVIR ONME NT . I BELIEVE THAT IEB RASKA NS AR E TO BE COMMENDED 

FOR PROD UCI NG A LAWWHICH IS EQUITABLEJ REQU IR ES A MINI MUM OF REGULATOR Y INVOLVE­

MENTJ YET WHICH HAS AC HIEVED THE OBJ EC TI VES OF BOTH BA NKERS AND LEGISLATOR S BY 

PERMI TTING EX PANDED CU STOMER SERVIC ES WHILE MA I~TA INING THE ESS ENT IAL FEATU RES 
-t~~ ~ d~ 

OF THE UNIT nANK ING CON CEPT . - Al'iIIr J US T LA ST WEEKJ THE lETS SYSTH1 BEGAN TO GATHER 


ITS RESOURC ES TO IMPL EME NT A STAT EW IDE ELECTRONI C SWITCH ING MECHAN SIM IN 1977. 

THI S CHANGE IN YOU R ENVI RONMEN T IS BE ING MA NAGED J IN TH E BEST ME ANING OF THE 


TER M. 


As JEBRAS KA BANKS AND CONSUMERS REAP THE ADVA NTAG ES OF THIS MARR IAGE OF 

TECHNOLOGY AND MAR KET OPPORTUN ITY J AS NEW SERV ICES COM E ON LI NE FOR YOUR CUSTO ME RSJ 

OTHER FUNDA ME NTAL ISSUES WI LL ARISE J ISSUES WHICH WI LL PUT TO THE TEST YO UR 

PROCESS OF ORDER LY RESPONS E TO CHANGE. 
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FOR EXAMPLE ~ UNDE R REGULATIO NS NOW IN PLACE~ THE DEMISE OF DEMAND DEPOSITS 

AS WE KNOW THEM MAY WELL OCCUR WI TH INCREASING SPEED. WITH ELECTRONI C ACCESS 

TO THEI R VARIOUS ACCOUNTS WI TH YOU J CONSUMERS MAY WELL TAKE ADVANTAGE OF THE 

OPPORTUN ITY TO TRANSFER FUNDS FREQUENTLY-EVEN SEVERAL TIMES DA ILY- FROM THEI R 

SAVINGS TO THEIR DE MA ND ACCOUNTS FOR BILL PAY ING PURPOSES . IN THE LO NG RUN J 

THIS DEVELOPMENT MI GHT REALLY MEAN THAT YOU WILL BE PAYING INTERES T ON WHAT 

TRADITIONALLY HAVE BEEN DEMA ND ACCOUNTS . \ ON'T THAT MEAN A HIGHER COST OF FUNDS 

FOR YOU? HowWILL YOU CONTINUE TO OFFER THE SAME LEVEL OF SERV ICE TO YOU R 

CUSTOMERS AT THE SAME PRICE? WHO WILL PAY YO UR INCREASED COST OF DOING BUS INESS? 

AT THE HEAR~ OF THE MATTER ~ OF COUR S E~ IS THE QUESTION OF WHAT WILL HAP PEN TO 

YOU R EAR N I N G S~ PA RT ICULARLY DURING THE TRANS ITION TO ELECTRONIC TECHNOLOGYJ AND 

THUS J YO UR ABIL ITY TO GENE RATE CA PITAL FOR FUTURE GROWTH. 

OTHER ISS UES MUS T ALSO BE FACED. BECAUSE RES ERVE REQUIREMENTS ON SAVINGS 
fi

DEPOSI TS AR E LOWER THAN ON DEMAND DEPOS TS-AND QUITE A BI T LOW ER FOR1LARGER BANKS­

WHAT WI LL BE TH E RELATIVE IMPACTS ON BA NKS' LENDING OR INVES TMENT CAPACI TI ES? 

ARELATED QU ESTION IS CONCE RNED WITH THE IMPACT OF SH IFTS FR OM DEMAND TO SAVI NGS 

ACCOUNTS ON THE ABI LI TY OF THE FEDERAL RES ERVE TO CONDUC T AN EF FECTI VE MONETARY 

PO LICY. POLICY MIGHT BECO ME MORE DIF FICULT TO IMPLEMENT IF A SMAL LER PROPORTION 

OF THE NATION'S BANKING RESOU RCES IS UNDE R DIRECT CONTROL OF THE CENTRAL BANK 

AS STERI LE RESERVES. 
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ANOTHER ISSUE IS RELATED TO THE TRADI TIONAL PEO PLE-ORIENTED CHARACTER OF 

BANKING SERVI CES. YOU R MAR KET ING PLANS GENE RALLY HAVE STRESSED THE DEVELOPMENT 

OF CONT INUING PERS ONA L AND BUS INESS RELATIONSH IPS WI TH YOUR CUSTOME RS AT MA NY 

POINTS IN YOUR SERV ICE STR UCTURE . THE NEW ELECTRON IC BANKI NG TECHNO LOGY) 

HOWEVER) IS ESS ENTIA LLY AN IMPE RSONAL ONE . How WILL YOU RETAIN THE WARM PER­

SONAL FLAVOR OF BANKIN G RELATIONSHIPS IN A PUSH-BUTTON ENVIRONMENT? 

THESE QUESTIONS AND THEIR IMPLICATIONS DESERVE MUCH CAREF UL STUDY. IN 

NEBRASKA) YOUR DEMONSTRATED DEDICATION TO INNOVATION AND MA NAGED CHAN GE I N 

BANKING WI LL UNDOUBTEDLY BE HEL PFUL AS THESE ISSUES COME TO THE FORE. Ap PLICA­

TION OF THE SAME THOU GHTFUL) ORDERLY APPROACH TO THE NEW AND UNFORSEEN PROBLEMS 

OF ELECTRONIC BANKING UNDOUBTEDLY WILL HELP SOFTEN SOME OF THE POTENTIALLY 

TROUBLESOM E IMPACTS . 
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UN FORTUN ATELY) WE HAVE NOT WI TNESSED THE SAME TYPE OF CA RE FUL MANAGEMENT 

OF CHANGE ON THE NATIONAL SCENE THIS YEAR) AS MATT ERS OF FINANCIA L RESTRUCTU RING 

HAVE PR OC EEDED IN CONGR ESS. IT IS TRUE THAT THE GRO UNDWOR K FOR THIS CURRENT 

ATTEMPT AT CHANGE WAS LAI D IN THE LATE 1960; s WHEN THE HUNT COMMIS SION BEGAN ITS 

WORK. THE COMMI SSION BROUGHT FORTH A PACKA GE OF FI ANCI AL RES TRUCTURING AF FECTING 

ALL INSTITUTIONS AND REG ULATORS . IT WAS A COMPREHENS IVE SET OF RECO MME NDATIONS 

CONSI DER ED AND DEVELO PED IN A FREE AND OPEN MA NNER BY A GRO UP OW ING ALLEGIANCE 

ON LY TO THE PUBLIC INTEREST. 

FOLLOWpNG THE LEAD OF THE HUNT COMM IS SIO N) THE ADMINI STRAT ION AND CONG RESS 

HAD ADOPTED THE DELIBERAT E APPROACH TO FI NANCI AL RESTRUCTU RING IN RECENT YEA RS 

AND IT IS DI FF ICULT TO FAULT THE IR PROC EDURES OR INTENTIONS. BUT THE MORE 

RECENT LEGISLATI VE AC TI ONS) ESPECIALLY THE EM PHASIS BY SOME IN CONG RES S ON 

GETTI NG SOMETHIN G PAS SED BY MID-1976, LEAVES ME CONC ER NED OV ER THE KI ND OF 

LE GISLATION THAT EVENTUALLY MAY BE FORTHCOMIN G. 
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If 
THERE IS NO DOUBT IN MY MI ND THAT SI GNI FICANT CHANGE IS WAR RANT~~AND THAT 

TIM ING IS ALSO ESSENTIAL IN RES PONDING TO THE MASS IVE MAR KET CHANGES OF THE PAST 

FEWYEARS. HOWEVER J THE NATION CAN ILL AF FORD TO SEE SOME SO-CALLED "R EFORM" 

LEG ISLATION RUSH ED THRO UGH JUST TO MEET AN ARBI TRA RY DEADLINE. WHILE I DO NOT 

NECESSARILY CONCUR WI TH ALL THE FIND INGS OF THE HUNT COMMISSION REPORTJ I FEEL 

THAT ONE OF THE ESSENTIA L ELE ME NTS IN THE REPO RT WAS THE BREADTH OF THE CHANGE 

L---SU GG ESTE~ AGA IN IN THE FINE HEAR I NGS ~ A BR OAD RA NGE OF ISSUES WE RE CONS IDERED 

TOGETHE R AS A RESULT OF WHAT I INTERP RETED AS A NECESSARY LINK ING OF SOME VERY 

COM PLEX IS SUES . 
... 

AT THE LAST MINUTE, IT APPEARS THAT THESE ISSUES WERE SEPARATED FO R SI MPLE 

POLI TICAL EXPEDIENCY-TO INCREASE THE LIKELIHOOD OF AT LEAST ONE BI LL PASSING IN 

197 ALL AT ONCE THERE WERE THREE BILLSl THE FINANCIAL INS TITUTIONS ACT, THEI , 
INTE RNAT ION AL BANKING ACT, AND THE FEDERAL RESERVE REFORM ACT-AND THERE WAS 

ALMOST NO CONSI DERAT ION GIVEN TO THE POTENT IAL EFFECTS OF A DI VIDED J PIECEMEAL 

APP ROACH TO PR OPOSED REFORM. AGA IN~ THE NEED FOR A THOUGH TF U L~ MANAGED CHANGE 

IS EVID ENT MOR E THAN EVER IF THE RESULT IS TO BE A BALANC ING OF TECHNOLOGICAL ~ 

REGULATOR Y, AND LEGISLATIVE FORCES TO PROVIDE INC REASED SERVICES TO THE PUB LIC 

IN A RELATI VELY STABLE~ COMPET IT IVE EN VIRONMENT. 
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MANY OF YOU WI LL AG REE THAT THE RECENT PROPOSED CHANGES IN THE FINANCI AL 

STRUCTURE WER E NOT BEING Il MANAGEDII IN THE SENSE I HAVE OUTL INED. AND MANY OF 

YOU COMM UN ICATED QUI TE WELL TO YOU R REPR ESENTATI VES IN WASH INGTON THAT THE 

RECENT ATTEMPT AT REFORM LEGISLATION WAS AN ER RATIC PACKAGE WH ICH WOULD BE 

DETRIMENTAL TO COMMERCIAL BANK ING AND THE INTERESTS OF THE NATION . IT IS IN 

THE BEST TRADIT ION OF OUR REPR ESENTAT IVE POLI TI CAL PROCESSES THAT MANY OF YOU 

VOICED YOUR CONC ERN THAT THE FI NANCIA L REFORM LEGIS LATION J IF PASSED J WOULD 

HAVE AN ADVERSE IMPACT, UPO THE WHOLE ECONOMYJ WI TH PART ICULAR EFFECTS ON 
.£ ' ""'-<..( 

CHARG ES TO CON SUMERS FO Rl BA NK SERV IC ES. FURTH ER J MA NY OF YOU BELI EVE THAT SUCH 

LEGISLAT ION COULD LEAD TO POLI TICAL AL LOCATI ON OF CRED ITJ AND YOU SAID SO . 

As YOU 
~ 

ALL KNOW J THE FEDE RAL RESERVE ALSO HAS BEEN UNDER ATTAC K TH IS YEAiR. 

THESE ATTAC KS WER E INCORPO RATED RECENTLY INTO THE II FEDERAL RES ERVE REFORM ACTII 

I NOTED EARLIER J WHI CHJ INC IDENTALLY, AS PASSED IN THE HOUSE LAST WEE K IN A 

DILUT ED FORM. HAD THIS MEASU RE PASSED WITH ITS ORIG INA L PROVI SIONS J IT WOULD 

HAVE STRUC K AT THE VERY HEART OF THE TR AD IT IONAL INDEPENDENCE OF THE FEDERAL 

RESERVE SYSTEM . SUPPORTE RS OF THE LEGISLAT IO N CLAI MED THAT IT WOULD "DEMOCRATIZE " 

TH E SYSTEM. ON THE CONTRARYJ I BEL I EVE THA T IT WOULD HAVE "POLI TICIZED " TH E 

SYSTEM AND PE RHAPS HAVE CREATED AnDANGEROUS SI TUAT ION FOR OUR ECONOMY BY 
,~/,C 

BRI NGI NG THE PROCESS OF MONETARY FORMULAT ION UNDE R PO LIT ICAL CONTROL. 
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ON THIS ISSUE) I THINK IT'S IMPORTANT FOR THE FEDERAL RESERVE 'S POS IT ION TO 

BE CLEARLY UNDERSTOOD. WE ARE) OF COURS E) A PUBLIC INSTITUTION) CREATED BY CO NGR ESS 

AND DELEGATED THE IMPORTANT RESPONSIBI LITY OF MANAGING THE COU NTR Y' S MONEY SU PPLY. 

BEING A PUBLIC INSTITUTION) WE FU LLY RECOGNIZE THAT THE FEDERAL RESE RVE MU ST BE 

RESPONSIVE TO THE WI SHES AND LON G- RUN BE ST INTERESTS OF THE AMERICAI~ PEOPLE. AND) 

I BELIEVE) WE HAVE LI VED UP TO THAT RE SPONSIBI LITY IN A CREDITABLE MANNER. IN 

THIS BROAD SENSE) THEREFORE) THE FEDE RAL RESERVE HAS BEEN-AND SHOU LD CONTI NUE TO 

BE-RESPONSIVE TO THE POLITICAL PROCESS IN AMERICA. 

THE BASIC INTENT OF THE EARLY VERSIONS OF TH E FEDERAL RESERVE REFORM ACT) 

BELIEVE) WAS NOT CONSISTENT WITH THIS BROAD INTERPRETATION OF POLITICAL RE SPONSIVE­

NE SS . RATHER) IT SEEMS THE INTENT OF THE PROPOSALS WAS TO SUBJ ECT THE MONETARY 

POL I CY PROC ESS TO THE SHORT-RUN INFLUENCE OF PARTI SAN POLITICAL PRESSURE. RE SPON­

SIVENESS TO THIS TYPE OF POLITICAL PRESSURE IS) OF COURSE) CO NTRARY TO THE OR IG INAL 

DESIGN OF THE FOUNDERS OF THE FEDERAL RESERVE SYSTEM AND CONTRA RY TO THE BEST 

INTERESTS OF THE AMERICAN PUBLIC. 

I 
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THE FEDERAL RESERVE SYSTEM~ AS IT WAS OR IGI NALLY DESI GNE D AN D AS IT HAS 

EVOLVED OVER THE Y EARS ~ IS CHARACTERIZED BY TWO KEY ELEMENTS WH IC H HAVE ALLOWED IT 

TO CONDUCT MONETA RY POLICY INDEPENDENTLY OF PARTI SAN POLITICAL CONTROL, ONE IS 

THAT THE FEDERAL RESERVE ACT SPECIFICALLY ISOLATES THE MONETARY POL ICY PROC ESS 

FROM POTENTIAL SHORT-RUN POLITICAL INFLUENCES, FOR EXAMP L E~ THE ME MBE RS OF THE 

BOARD OF GOV ERN ORS-ALL OF WHOM PARTICI PATE IN MONETARY POLICY DECI SI ONS - ARE 

APPOINT ED FOR LONG TERMS, SI MILARLY ~ THE PRE SID ENTS OF THE TWELVE RESERVE BANKS­

WHO ALSO PARTICI PATE IN MONETARY POLICY-ARE APPO I NTE D FOR RELAT IVELY LO NG TERMS 

AND THEIR APPOINTMENT PROCESS IS CONDUCTED OUTSIDE OF THE POLITICAL ARENA, FURTHER­

MOR E ~ THE SYS TEM IS BY AND LARGE SELF- FINANCED SO IT DOESN'T HA VE TO COME HAT-IN­

HAND TO CONGRE SS EAC H YEAR FOR OPE RATI NG FUNDS, 
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THE SECOND KEY ELEMENT OF THE SYSTEM IS THAT IT IS A DECE NTRALI ZED CENTRAL 

BANK . THE RESPONSIBILITY FOR FORMULATING AND CONDUCTING MONETAR Y POL ICY IS WIDELY 

DI SPERSED THROU GO UT THE COUNTRY, THE BOARD OF GOV ERNORS IN WASHI NGTON PLAYS AN 

IM PORTANT ROLE BUT SO DO THE TWELVE RE GI ONAL FEDERAL RESER VE DIS TRICT BANKS, 

SINCE THE PRESIDENTS OF THESE BANKS PARTICI PATE DIRECTLY AS VOT ING MEMBERS OF 

THE OPEN MARKET COMI~ITTE E~ THE VARY ING NEE DS AND EC ONOMIC INTERE STS OF EACH OF TH E 

DI FFE RENT RE GIONS CA N BE REPRESENTED IN THE POLICY PROCESS . THE DE CE NTRALIZED 

SYS TEM ALS O SPE CIFICALLY ALLOWS FOR INDEPENDENT VIEWS TO BE BROUGHT TO BEAR . 

SUCH VIEWS ARE OBTAINED FROM THE BOA RDS OF DIRECTORS OF EACH DISTRI CT BANK­

WHO ARE DRAWN FROM WITHIN EAC H REG ION-F ROM INDE PENDENT ECONOMIC RESEARC H) AN D FROM 

DIRECT RESERVE BA NK CONTACT WITH LOCAL BANKERS AND BUSI NESSMEN, ~ ~ c.t~ 
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FROM ANALYSES WE MA KE OF INFO RMATION WE OBTAIN FROM OUR RESEAR CH AND OUR 

CONTAC TS ~ WE AR E ABLE TO COMMUN ICAT E IN POLICY FO RUMS ~ FOR EXAMP LE~ OUR UNDE R­

STANDI NG OF THE !EBRASKA ECO NO MI C SI TUATION. WE ARE AWAR E THAT NEBRASKA - AS WELL 

AS AL L OF THE TEN TH DI STR ICT ~ FARED RELATI VELY BETTER THAN THE NATION AS A WHO LE 

DURIN G THE RECE NT RECESS ION. !E ' RE AWARE THAT TH E DIVERSITY OF YOU R ECO NOMY 

HELP ED NEBRAS KA ESCAP E MANY OF THE MOST DEVASTATING EFF ECTS OF THE ECONOMIC 

DOWNTUR N. FOR EXAMPLE~ THE NEBRASKA UNE MPLOYMENT RATE HAS REMA INED WELL BELOW 

THE NATI ONAL RATE THROUGHOUT THE RECESS IONARY PERI OD AND NOW HOEVERS ABOUT 

5 PER CENT. I1H I LE MA NU FACTUR ING AND GO VERNMENT EMPLOYMENT ARE DOWN IN rJEBRAS KA~ 

CONS TR UCTION EMPLOYMENT-R EFLECTING THE STRONG UPTURN IN TH E NEBRASKA HOUS ING 

INDUSTRY-A ND EMPLOYMENT IN TRADE AND SE RV ICES IS UP. WH ILE PERSONE L INCOME GR OWTH 

IN JEBRASKA TRA ILS THE NATIO NAL TR E ND~ IT CONT INUES TO EXCEED THE GR OW TH IN THE 

CON SUMER PRICED I NDEX~ MEAN ING THAT EB RA SKANS HAVE INC REASED PURCHASING POWER TO 

SUSTAI N THE RE COVERY. WE HAVE NOTED THAT DEPOSITS AT JEBRASKA MEMBER BA NKS HAVE 

DECL INED $107 MILLION IN THE FIR ST L~ MONTHS OF 1976~ BUT STRO NG GR OWTH IN TIME 

DEPOS ITS HAS BEEN A POSI TIVE FORCE. TOTAL EARNING ASSETS AT IEB RAS KA MEMBER 

BANKS AR E UP SLI GHTLY SO FAR THIS YEAR . IN TH E AGR IC ULTU RAL PI CTU R E~ WH ICH WE 

~/ATC H CLOS ELY~ WE KNOWTHAT NEBRASKA FARMERS ARE PLANNING TO PLA NT b PER CENT 

MORE COR N THIS Y EAR~ AND THAT THEY NOW BELIEVE THAT THEIR WINTER WHEAT CROP IS 

H1PROVING. FEEDLOTS IN IEBRASKA HAVE 26 PE R CENT MORE CATTLE AND CALVES ON FEED 

THAN A YEAR AGO ~ RED MEAT PRODUCT ION IN THE STATE WAS UP ll~ PER CENT IN MARC H. 

IT IS APPARE NT THAT rl EBRASKA AGR IC ULTU RE HAS A MORE OPTIM ISTI C TONE. 
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IT IS/ THE FAMILIARI TY E HAVE WI TH ECO NOMI C AND FINAN CIAL DEVELO PMENT IN OUR 

AR EA) WH ICH INCORPORATED INTO THE DEC ENTRA LIZED NATURE OF FEDERAL RESERVE POLICY­

MAKIN G) PROV IDES ONE OF THE SY STE~1/ S PRIMAR Y SOURCES OF STRENGTH. IN MY OPI NION., 

IT HAS ENABLED THE SYSTEM TO BE RESPON SIVE-IN THE MOST DI RECT AND BROADEST SENSE­

TO THE WISHES OF THE AME RICAN PEOPLE OF EVE RY REGION. AT THE SAME TIME) IT HAS 

PREVENTED THE MONETA RY POLI CY PROCES S FROM BEING CONTROLLED BY A NAR ROWLY-BASED 

GROUP OF INDIVIDUALS) WHETHER LOC AT ED IN WASHI NGTON) D.C .) OR ELSEWHERE . IN 

OTHER WO RD S) THE DEC ENTRA LIZED NATURE OF THE SYSTEM EMBODIES THE TR ADITIONAL 

llKWILLINGN ESS OF THE AME RICAN PEOPLE TO TOLERATE ANY UNDUE CON CENTRAT ION OF 

ECONOM IC AND FINANCIAL POWER. 
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THE DISTURBI NG FEATU RE OF THE ORIGI NAL PROPOSALS IN THE HF EDERAL RESERVE 

RE FOR M ACTH IS THAT THEY WOU LD HAVE UNDE RMI NED THE INDEPENDENCE AND THE DECE N­

TRAL IZ ED NATURE OF THE SYSTEM, IF WE WE RE TO POLI TIC IZE THE MO NETARY POLI CY 

PR OCESS THR OU GH SUCH LE GIS LATION THI S YEAR OR ANY YEAR ~ I BELIEVE TH E DANGERS 

TO OUR ECONOMY WOULD BE EXTR EMELY SERIOUS, As AN EXAMPLE ~ THE EARLY PROPO SA LS IN 

THIS RECENT LEGI SLATI ON WOULD HAVE PROVIDED FOR THE APPOI NTMENT OF RESE RVE BANK 

PRESID EN TS BY THE PRES IDENT OF THE UNI TED STAT ES J SUBJ ECT TO SEN ATE CO NF IRMATION, 

THE PROPOSA L ALSO WOULD HAVE RE MOVED THE CU RRENT RES ERVE BAN K PRESI DENTS AS VOTING 

MEMBERS OF THE OPEN MA RKET COMMI TTEE UNTIL PRESIDEN TI AL REAPP OI NTME NT ~ WHI CH 

WOULD NOT HAVE OCCURRED UNTIL 1981, SUCH AC TION TAKEN ANYTIME WOULD SE RIO USLY 

UNDERM INE THE REPRESEN TATI VE AND INDE PEN DENT NATURE OF THE MONETARY POLI CY 

PROCESS, IF THIS LEGISLATION HAD BECOME R EA L I TY~ AND RESERVE BAN K PRESI DENTS 

BECAME DIRECTLY RESPONSI BLE TO MEMBERS OF CONGR ESS ~ THE EXCLUSIVE FRA NCHISE TO 

CREATE MON EY BESTED IN THE INDEP ENDENT FED ERAL RESE RVE SYS TEM WO ULD BE EF FECTIVELY 

PASSED INTO THE HANDS OF THOSE WHO ALSO HAVE THE AUTHORI TY TO SPE ND MONEY , 

ECONOMI C HISTO RY IS RE PLETE WITH CLEAR LE SSONS OF WHAT HAPPENS WHEN THE 

"MONEY CREATING" PROCESS I N A NATION IS TAKEN OVER BY POL ITI CAL FORCES , INITIALLY, 

MOR E MON EY IS CREATED TO FINANCE POL IT ICALLY DESIRABLE PROJECTS; THE N INFLATION 

TAKES OVER; FOLLOW ED BY THE PRIN TI NG OF MORE MON EY, I N EV I TABLY~ RAMPANT INF LATI ON 

SO WEA KENS THE FINANCIAL STRUCTURE THAT THE ECONOMY COLLAPSES ~ AND VE RY OFTEN SO 

DOES THE POLITI CAL STRUCTURE AS WELL , 
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FOR THIS REASON J I WAS NOT IN FAVOR OF SO-CALLED "R EF OR M" PROPOSALS EMBODIED 

IN THE RECENT LEG ISLATION. THIS IS NOT TO SAYJ HOWEVERJ THAT CHANGES IN THE SYSTEM 

SHOU LD NOT BE EXPLORED AND ADOPTED. THE FEDERAL RESERVE MUST ALWAY S BE REC EPTI VE 

TO CHANGES THAT WOULD IMPROVE ITS ORGA NI ZATIONAL STR UCTU RE J WI DEN ITS PERSPECTIVE J 

AND ALLOW IT TO CO NTINUE TO BE RES PON SIVE TO THE BR OAD WISHES OF THE AMERICAN 

PEOPL E. FOR EX AMPL EJ I WOU LD EN COU RAG E FU LL AND OP EN DEBATE ABOUT THE FEDERAL 

RESERVE'S ROLE AS A BA NK REGULATORJ OR ABOUT ITS FUNCTION IN THE DEVELOP ING EFT 

STRUCTU RE. HOW EVER J I BELIEVE THAT ANY CHANGES THAT WOU LD J EOPARD IZE THE INDEPEN­

DENCE OF TH E SYSTEM IN ITS COND UCT OF MONETAR Y POLICY J OR WOULD WEAKEN THE 

REGIONAL AND ~EC ENTRAL I ZED NATU RE OF THE Sy TEMJ WO ULD BE ECONO MICALLY UNSOUND 

AND ACCORDIN GLY NOT IN THE BEST INTERES TS OF THE AMERICAN PUBLIC. 

AND JUST AS I BELIEVE THAT CHAN GE IN BANK ING MUST BE MANAGED IN A CLEA R AND 

GOAL-ORIENTED MA NNE RJ I ALSO BELI EVE THAT CHANGE PR OPOSED FO R THE FEDERAL RESER VE 

MUS T REFL ECT THE SAME THOU GHTFUL J MA NA GED CHA RACTER IF THE FEDERAL RES ERVE SYSTEM 

IS TO CONTINU E TO BE EFFECTIVE AS AN ESS ENTI AL INSTITUT ION IN AMERIC AN SOC IETY. 

EVEN IF J IN MY OP INION J LO GIC PR EVAILS IN 1976J AND THE ER RATIC LEGISLATIVE 

PROPOSALS AFFECTING FINANCIAL INS TITUTIONS AND THE FEDER AL RESERVE ARE DEFEATEDJ 

DILUTED J OR DELAY ED J WE MUST BE VIGILANT NEXT YEARJ AND THE NEXTJ SO LONG AS 

FOR CES AR E AT WORK WH IC H WOULD BY PASS THE MORE DE LIBERATE EVOLUTIONARY PROCESS 

REPRES EN TED IN THE PRINCIPLE OF MANAGED CHANGE. 
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As THE ISSUE S OF CHANGE I N OUR FINAN CIAL STRUCT URE -AND THE I NSE PARABLE 

ISSUE OF TECHNOLOG ICAL IMPACTS-ARE DISCUSS ED IN THE NATIONAL FO RUMS IN COMI NG 

MON THS AND YEAR~ I KN OW THAT KNOWLE DGAB LE BAN KERS WI LL CONTINUE TO DRAW UPON 

THEIR EXPERIENCE TO CO UN SE L THE IR LAWMAKERS AND REGULATORS. I~ FOR ONE~ AM 

HOPEFUL THAT OUR LE GI SLATORS WILL CON SIDER FU LL~ THE TR AD ITIONAL PRINCIP LES OF 
,~ 

FREE EN TERPRIS E IN THEIR DE CI SI ONMAK ING. LET ESTABL IS H A FINANC~ 

STRUCTURE WHE RE ALL LIKE INST ITUTION S CAN COM PETE EQUITABLY. LET P ROV I~~ 

REASONABLE EQUI TY IN RE QU IREMENTS FOR CAP ITAL~ FO R L IQU IDITY ~ FOR TAXATION . LET 

THE MARKETPLACE DECIDE WHAT I NSTIT UT IONS SHOULD PROV IDE WHAT SE RVICE S AND AT 

WHAT PRI CES. I AM CONF IDE NT THAT AMERICA'S BANKE RS WOULD WELCOME THE OPPORTUNITY 

TO PLACE THEIR WI DE EXP ERI ENC E AND COMM ITMENT TO PUBLIC SE RVICE ON THE LINE AND 

TAKE THE IR CHANC ES AGAINST ALL COMERS IN THE COMPETI TIVE ARENA. 

As YOU KNOW~ THE GENERAL PUB LIC HAS A GREAT DEAL AT STAKE I N FINANCIAL 

RES TRUCTUR ING. WHI LE CEN TRAL BANKE RS CAN TA LK TO OTHE R CE NTRAL BANKERS ABOUT 

THESE ISSUE S~ AND THE BA NKERS CAN TALK TO BANKE RS ABOUT CO MPE TITI ON AND EQUITY 1 

IT IS ESS ENTI AL THAT THE AVE RAGE CITI ZEN BE REMI NDED THAT HIS IN TE RESTS ARE 

SERVED BY A STRONG~ COMPET IT I VE~ FR EE ENTE RPR ISE SYSTEM . I PLAN TO EMPHASI ZE TH IS 

MESSAGE WHE NEVER I CAN~ AND I HOP E THAT YOU WILL TAKE EVERY OPPORTUNI TY-AS LEADERS 

IN YOUR OWN COMM UN IT IES-TO SPE AK OUT ABOUT WHAT YOU BE LIE VE . 
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IN CLOS ING J I WAN T TO SAY THAT AS INE VITABLE CHANGE DOES OCCUR IN BANKING J 

WE AT THE FEDERAL RESERVE BAN K OF KANSAS CITY INTEND TO WORK WI TH YOU TO 

AC COMMODATE THESE CHANGES ) TO MANAGE THE M FOR THE PRESERVATION OF THE FINES T 

FI NANC IAL SYSTEM IN THE WOR LD. As WE CONS IDE R THESE MATTERS) AND AS WE DELIBE RATE 

ABO UT MONE TARY POLI CY AND OTHE R POLICI ES AFF ECTING BANI(ING) BUSINESS) AND THE 

PUBL IC ) I KN OW THAT I- LI KE MY PR EDECESSOR GEORGE CLAY-WI LL BE ABLE TO CA LL UP ON 

OUR NEBRASKA FRI ENDS FOR ADV IC E) ASS ISTANC E) AND SUPPORT. 

# # # 


