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Organization Among' Banks
Benefits Incident Thereto

Address of Caldwell Hardy, President American Bank-

ers’ Association to N. C. Bankers’ Associa-

tion at Wrightsville Beach June 24.

representing the highest type of our com
mercial life, to draw from you the en-
thusiasm each one of you feels lor your

beloved association, when you think of its

birth and what it has accomplished since
under your fostering care? Has not the
touching of elbows with your neighbor
broadened your views, has he not given
you sqme new idea, or quickened into
life some thought of your owu, and have
you not gone home from each successive
convention filled with content that you
et uie and resolved to come again?

What you are accomplshing in your
State Association, you and your brothers
tri other States are excelling if possible
in the American Bankers’ Association, k
teel it not amiss on this occasion to ex
press to my friends before me my appre-*
ciution of their generous contribution to
the tide of good words and kindness,
w hich found expression at the last con-
vention of the association in my election
as its president* as much appreciated pro-
bably as undeserved.

To more than outline the work of this
Association would, 1 fear, consume more
than my fair share of your time. In
eight years, from 1895, it has increased its
membership over five thousand, having
grown from fifteen hundred to nearly
seven thousand members.

The work of its protective committee,
which has waged for years a relentless
and ceaseless war on bank swindlers, burg-

lars and forgers, bears striking testimony
to the necessity for its work. With an
expenditure of many thousands of dollars,
the amount last year being over thirty
thousand dollars, the losses of members
aave been kept down to a minimum, but

the volume of the work done gives con-
vincing proof of the depredations we
might expect from these “knights of the

road” were it not lor the charm of the
<ttie sign we all wear over our Teller’*

window, —"Member of the American
Bankers’ Association.” The detailed re-
port of this work appears m the recently
published report of the proceedings of the
Vew Orleans Convention (pages 18 to 52;

ind I recommend it to your caieful pe-

•*U*al. Its length attests its importance
md the impossibility of my giving you

lere \ny of the details.
Several years ago the association ap-

ointed a committee on education, to con-
sider and mature plans for systematic

work along educational lines in banking
urcles and the dissemination cf infor-
nation with regard to the requirements
uid objects of the profession.

1 have alluded earlier to the first or-

ganization of banks. I want to call your
mention to a pamphlet, a few copies of

which I have handed to the Secretary—-

"What is a Bank?” This was issued a-
me of the early efforts of the Committee
m Education, and for simplicity and di
lectnesH of purpose in explaining its oh
led, I think it Is without a rival.

The efforts of the committee finally

took definite shape in the establishment
jf the American Institute ot Bank Clerks
and over twenty thousand dollars has
oten spent oa this work. The Bulletin,
the official organ of the Institute, had

iast October, the date of the last report,

a circulation of over five thousand copies.

There were twenty-seven chapters estab-
lished at different points with a total
membership of over tour thousand, aua
now in the Correspondence School oi

Banking, whose membership is made up o;

members from more remote points, where
there are no chapters, there are seven

hundred students studying the profession
by correspondence.

I had the pleasure of dining in New

York in April last with the New York
Chapter of the Institute, and it was an
inspiration to look into the faces of that
bright gathering of men, mostly young

men, and to listen to as good papers aria

addresses as you will hear anywhere. 1

have chosen for your information the fol-
lowing extracts from the last report:

•’Referring now specifically to under-
takings, one of the most important it*

character is that proposed by the Chicago

Chapter. This chapter proposes to write
a book displaying the resources and busi-
ness methods of the United States, a book
of facts and not of fancies, and one which
will illustrate as far as possible the uses
of currency. This book it is proposed to

divide into twenty-five chapters, each
chapter to be in charge of a special com-
mittee. The chairmen of the
are all carefully picked men, each ol

whom has already displayed some ability

to write, and so far as possible the

chairmen are familiar with tue subjects
upon which they are at work. The whole
winter is to be given to the work -*» order

that it may be thorough, and no fixed euit-

has been named tor the publishing of the

book.”
It should be remembered in d scussing

the advantages of the Institute and the

expediency of sustaining the work so

auspiciously begun, that young men are

being trained along the lines ot member-
ship in the American Bankers’ Associa-
tion. Up to date, the American Institute
of Bank Clerks has been distinctively

known as a creature of the American
Blinkers’ Association, and whatever bank
clerks have derived from it they have
understood to come direct from this foun-
tain source.

It is worth much to the American Bank-

ers’ Association as an organization that
young men are being thus trained to
think of it as their alma mater and that

from which they derive substantial bene-
fits. Every bank clerk who is taking
a course in the Correspondence School of

Funking, or who is a member of a local
chapter, or who is a reader of “The Bui
let in,” is thus being trained for the high
responsibilities of membership and rep-
lesentation in the American Bankers’ As-

sociation.”
The Association’s Committee on Un>

form Laws has secured the passage of
the Negotiable Instrument Law in twen-
ty States, your own included, and is
pressing the good work iu the remaining
States. The desirability of having ihe
status of all negotiable instruments es-
tablished on a uniform basis everywhere

is too obvious for discussion.
The Association’s Committee on Fi-

delity Insurance has been studying soar
several years the question of insurance of j

(Continued on 18th Page.) I

Money Needed
Views of Mr. John P.

Branch on the Sit-
uation.

Country Cannot Remain
Prosperous Unless We

Have Large Circula-
ting Medium.

(New York Commercial.)

Speaking of the outlook for currency

legislation by the coming Congress and of
the sort most desirable, John P. Branch,
of Richmond, one of the best known
Southern bankers, said today:

"in 1849 gold was discovered in Cali-
fornia, and a great stampede ensued from
the East overland and byway of Cape

Horn to that State. The production of
gold increased yearly and brought in its
wake a state of prosperity iu this country
uever equalled before, and which continu-

ed until the civil war.

•“In January, 1879, our Government re-

sumed specie payments. This caused the
release of gold held not only in the Treas-
ury vaults of the United tSales, but also
by individuals, which in its turn again
brought us great prosperity, especially

through the building of railroads, reaching

far into the interior of the country, where
they had been much needed. Overy twen-

ty years ago gold was discovered in South
Africa, and the output increased from
time to time until it reached the magni-
tude ol nearly sloo,ouo,uuo per annum.
This also brought great activity in agri-
cultural, manufacturing and commercial
ousiness in Europe. Tne heavy output ol
gold was not checked until the Boer war, |
.ylien depression set in from a curtail
went of tiie output, and it lias not yet

.ull recovered.
“Some years previous to 1896 prosperity

in this country wu> ul a low ebb, as we
were iu the slough oi despoud occasioned
by the gieat agnation ol the free-silver
lallacy; and we remained in this deplor-
able state until the election of President
McKinley in November, 1896. That eveut !

restored confidence and, together witli the |
protective tariff of 1897, brought about un- j
equalled prosperity in this country, which 1
created a great and growing demand ior

the medium of exchange, which was in-
jreused about S2SU,OUU,UUO in national
bank notes, besides a large production m
gold. But, with all this, the supply is
not sufficient for the great demand caused
by the activity in trade of all kinds and

the increase of securities unparalleled be-
fore in this country—and I doubt if equal-
led in any other portion of the world in
the same length of time.

“While our country is still very pros-
perous, this, in my judgment, cannot con-
tinue unless we have a large circulation
medium. This can be accomplished by
taking the tax off of national-bank notes;
also by allowing an emergency circulation
to be issued when needed to prevent a
panic and to move our large crops.

“The Aldrich bill presented during the
last session of Congress is as good as
far as it goes; but, iu view of the banks
having bought a very large amount of
oonds at a high price, which they have
put up as security for Government de-
posits that are paying them only about
1% per cent per annum, they cannot af-

ford to pay 2 per cent interest on Govern-

ment deposits; and I would suggest a mod-
tication of the Aldrich bill, reducing the

interests on Government deposits to 1
per cent or less, where Government bonds
are deposited as security for the same.

“The newspapers say that the President
will call an extra session of Congress
early in November next, but I am afraid
that will be too late to remedy the great
scarcity of money that will probably oc-
cur in the early fall months when the
bulk of the crops will be moving. What
we need more than anything else in this
country is: First, confidence; next,
cheap money; then, cheap house rents;

and, last, but not least, constant em-
ployment for the laboring classes.” S.

John P. Branch is president of the Mer-

chants’ National Bank of Richmond and
senior member of the firm of Thomas
Branch & Company, the oldest financial
concern in Virginia. He is connected also
with many other enterprises and is one of

the most astute and successful financiers
in his State. P.

Richmond, Va.. June 16, 1903.

THE DAY’S WORK.

(New York Times.)
He left for the Stock Exchange early on<*

morn,
And mournfully now he declares

That, scarcely an hour had taken its flight
Before he got squeezed by the bears.

He climbed up the “L” stairs and boarded
a car,

Subject to jolting and jogs;
His breath was knocked out, while his hat

was knocked in. !
And thus he was squeezed by the hogs.

The perilous journey completed at last,
Once more to his home he drew near;

He ran up the steps and fluug open the

door
And then he was squeezed by a dear.

—M,cLanburgh Wilson.

The Bankers’ Alma Mater,

(New York Press.)

What is the United States Treasury De-
partment used for principally? To pre-
pare young men to fill vacancies in na-
tional banks.

Forty Years of the Na-
tional System of Banks

Address by U. S. Comptroller of the Currency Wm.

Barrett Ridgely to State Bankers’ Associa-

tion of Georgia Last Week.
The subject of this address was assigned

to me and I take for grunted was evolved
Irora the fertile brain of your gifted sec-
retary. I have not yet recovered from

the shock I sustained when x got fairly
‘•up against it.” I hardly know whether
he expected to swamp me with the mag-

nitude of it, or gave me credit for a
fecundity of thought and a flow of lan-
guage that would like the brook run on
lorever. The more 1 weighed and con
s.dtred it, the more lully have 1 become

convinced that it would take gifts far
beyond mine to do*the subject justice in
ell of the ramifications into which the
pursuit of it in thought and action would
lead one, and it would take more of your

time to listen to it than you might con-
sider profitable or convenient, even were
1 able to do it justice.

Having commenced my banking career

at eighteen years of age. my training has
been from a practical rather than an
academic point of view, and I shall natur-
ally speak from that standpoint, and
knowing your human weakness for short

sermons will make this as brief as may

be, at the same time giving you, if possi-

ble, some thoughts to take home wit*
you into your counting rooms.

The individual banker dates from the j
lime w&eu the memory ol man runneth j
not to the contrary, and the first appre- i
nation of the advantages ot organization

in tanking iound expression in the char- j
lenng of joint stock Uanto, me bringing ;
together ot compartively .small sums lrom j
individuals and by combining them into I
a considerable volume of capital, make ;
possible the accomplishment oi what only .
this large capital could compass, and j
what none ot the individuals could have '

done separately. Without attempting any

review of ancient basking and its pro

gres*. iel us come down to the times

vilbia our own recollection and the j
tunes is which we live.

This is a day of organization and we
have it* put behind us forever the day
When eve.-jr man :n business was a law unto

inDieif. in the aid civilization where in ;

4 ynulian predominated, great enterprises

were impossible. That age produced I
atrang men — there were g*nnt> iu those
cays”—truly—but individual effort never
yet tunnelled mountain*, constructed rad-
uay*. or earned out any of the great

schemes of public improvements that nave

enriched the world. It was a spleuuia
civilization, it produced men, but limited
them to the horizon ot their own efforts.

There is a story told of the brilliant Bob

Toombs that he died lamenting the sub-

stitution ot corporations for individual ef-

fort and private partnerships. His reason-

ing best appears from a story told of

him in connection with the organization
of a company to build a hotel in his

borne town. He said: “There is no need
of a company JLo build a hotel, every man j
of character who comes here is my guest,

no others are wanted.” He could not

bring himself to the changed conditions
that demanded the use of many a “mickle”
to make the “muckles,” wherewith to

build upon a larger scale than the day
of individualism could ever hope to reach.

Organization is the fulcrum of the

twentieth century, and upon it rests the
financial,' commercial and industrial pros-

perity of the Republic. The establish-
ment of the first bank in a village is th#
practical exponent of the principle upon

which modern business is conducted.
I rior thereto this man or that, who lias

accumulated a small capital, loans money
and, in an ineffectual and spasmodic way,

performs some of the functions of a bank-

ing institution, but there is lacking the
concentration of capital to make their op-

erations largely beneficial. When, instead
of a dozen small lenders, the money is all
put into one fund to supply the legiti-

mate needs of the community, the same
principle is in essence put into operation

that later appears when banks organize
for mutual protection and the advantage

of the public.

The modern clearing house is one of the
earliest outgrowths, and most striking il-
lustrations of the advantages of organiza

tion among banks. These bodies, formed

as a rule without charters, are nothing
more than associations among tne banks

of a community for the interchange of
business, and the mutual advantages to be

derived from concert of action among

the members. The object, primarily, is
to facilitate the exchange and collection
ol checks in the most expeditious manner

possible. The simplicity of the operation

hardly needs any explanation. It is a

well known fact that the existence of
banks and the modem use of checks as
tokens of money have made it possible for
marly ninety-five per cent of tne busi-
ness of the country to be handled by

checks, actual money or currency being

used only for the small remaining per-

centage. Nothing has contributed more

to this much to be desired result than
the modem clearing bouse. The entire

volume of the clearings of the country

runs to such enormous figures that it pro-

bably comes more within the scope of our

appreciation to use smaller Take

the clearings of my own city, Norfolk,
Virginia, one of the small cities of our

country. Our recent weekly clearings

were $1,516,027, which represents the total
aggregate of all items taken to the clear-
ing house and the resulting balances paid

to settle this volume of exchanges was
or»ly $102,025, or less than thirteen per
cent, ol the total volume of business. This
exchange of business is accomplished in
fifteen minutes each day by one clerk
from each of the eight banks. If each

member undertook to collect its checks
from each other bank individually, it
would take each of the clerks all day.
with correspondingly increased difficulties
in other directions, delaying the dispatch

I of business within each bunk and increas-
ing the expense *f handling it Where
there are only two bauk* in a place,

they usually exemplify the advaiungw oi

la clearing house by huviug some agreed
| heur at w hich they exchange ehei us on
leach other. If their are three or more

in one city, the saving and benefits iii-
I crease in the ratio of the numter of

1 members. No matter how small your
! town is, start a clearing house a! once.
| There is no reason or excuse for your

1 uot doing so.
The immense volume of business of me-

tropolitan cities could not be transai ted
without these modern agencies for lacdi-
tating large and quipk trauseations.

When you receive a check *by mail for
collection or receive it on deposit, how
soon should you present it fer payment?

What defines your oblig.n.ou as to due
diligence in regard to a? If you have a
clearing house, your duty is to present
it through the clearing house at the next
clearing—your duty as to due diligence
is at once defined and limited.

The rules adopted by clearing houses

arc simply agreements among the mem-
bers, designed to regulate such customs
and practices as to the conduct cf mem
bers with their customers, as it is des*
able to cover, and each organization fit-

the scope of its rules to the need- of Ifci
locality and the views of its members. It

would be impossible to go thoroughly int*
this feature from an academic stand

Norfolk, Va M President American
bankers’ Association.

point, practice and experience being tin

only teachers capable of conveying to you

a full know fledge ami uuaei.-x.uuu.ng oi u
possibilities, 'ihe power oi cohesion is

further illustrated iu the clearing house
luta by the use ol loan certificates re-
sorted to on several occasions by the New
York and even other clearing houses in

times of great stress, relieving situations
which otherwise might have been fraught

with dangers and resuits beyond computa-

tion. This has been done without au-

thority of law, but under such circum-
stances that necessity was recognized as
superior to law, the ends to bo obtained

valued for the practical results, and the

law honored in the breach rather thun
its observance. Let us hope that the
time may not be tar distant when sound
and much-needed legislation may relieve
the necessity of such make-shifts, which

have been resorted to for want of some
thing bettfci, but which may be tried once
too often and prove our undoing.

Confidence, that bulwark'without which
the wheels of finance and cominei ce would

stand still, can be preserved by a com-
munity of interests, when individual banks

assailed singly iu detail might succumb
to that disturber of the peace, distrust.
In times of stress, idle rumors have fre-
quently grown, apparently, into the most
astounding facts, .-apping the credit of
some solvent institution. No bank, how-
ever good, can pay its depositors in a
day and an unreasoning demand from
them that it shall do so, could only result
in disaster to all concerned. Without my
going into details, a clearing house, under
such circumstances, intervenes, examines
the institution under question, announces
it is solvent and that the other members
will stand by it, and presto, confidence is

restored, the tide of business resumes its
way and the incident is forgotten. It

needs no orator to picture the reverse
side of this picture.

The successful liquidation of Baring
Brothers and Company in 1890 by the
Bank of England, other banks and bank-
ers of London is probably the most
striking instance of modern times illus-
trating the possibility for good of the
combined action by a coterie of individu-
als. There was no clearing house or other
organization iu this case, but a concerted
action among the banks which joined in
it simply for that specific purpose. Baring
Brothers and Company failed for seventy-

five millions of dollars and if their af-
fairs had not been liquidated in the
manner they were, the wreck and disas-
ter which would have resulted would pro
bably have been without parallel in his
tory. The managers for the banks which
joined in the scheme of liquidation man-
aged their affairs, however, so successful-
ly that every claim was paid iu full and
a considerable sum returned to the mem-
bers of the firm. Lord Lidderdale, then
Governor of the Bank of England, and

his associates, deserve a monument from
the bankers of the world in commemora-

tion of their services.
Passing hurriedly on. we come to the

next and more recent form .n which the

organization of banks ha and is
growing to its fullest fruition, our bank-

ers’ associations. Do I to say even
a word to the men of brains before me,

For more than forty years we have
had in operation without essential or

radical changes an; t ional system of banks

with the power of issuing circulating
notes. The system has well answered all
expectations and accomplished the pur-
pose for which it was designed. The notes
issued have in all respects save one been
most admirable. No holder of a national
bank note has ever lost a dollar except
by its accidental loss or destruction, and
they have been as free from forgeries

and counterfeits as is possible with any

if-siie of paper currency. It was a de-
cided advance and improvement over all
previous bank note currency to provide
that the national bank notes should be
printed aud furnished by the Federal
Government, and that they should all
thus be made uniform in design, quality,
and workmanship and issued under the
same laws and regulations. Our people
have become so accustomed to these notes.

varies from 25 to 50 per cent. Fifty per

rent. could «be permitted with
safety, but 25 is enough to supply
a considerable element of elasticity, and
it may be well to begin with the smaller
amount.

,

It has been frequently shown, from the
figures based on the experience of forty
years, that a comparatively small tax
will produce a guarantee fund which will
make every bank note absolutely safe in
the hands of the holder. No one need
ever know the name of the bank issue-
ing a note or whether it is solvent or
insolvent. He may be sure it will be re-
deemed ior its full face value in gold
or its equivalent. These figures have
been published so often it hardly seems
worth while to repeat them, but there
have been so many objections, based on
the possibility of impairing the safety
of the notes, that I give some of them
again. The notes of all national banks

.

; .
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WM. BARRET FIDGELY,

Comptroller of the Currency, Washington, D. C.

uniform both in appearance and in value
and so perfectly reliable, that they will
refuse to consider any change which will
in any way impair them in these respects.

There has, however, been one vital and
serious defect in the system since its very

beginning, and that is the entire lack of
any elasticity iu the volume of the cir-
culation. This was predicted when the

act was being considered and debated,
and the prediction was fulfilled soon af-
ter the establishment of the national sys-
tem. It is an unavoidable defect iu any
system of currency entirely secured by

bonus. Such a system ’ cannot be made
elastic or in any way responsive in its
volume to the factors and conditions
which should determine such volume. Its
changes are necessarily too slow and com-
plicated by too many other considerations,
such as the price of bonds, which may

have no relation whatever to' the supply
of and demand for circulating notes. The
advantages of basing these notes upon
United States bonds at the time of the
passage of the bank act were so great

that it probably was the part of wisdom to
waive the question of elasticity for the
sake of the greater advantage. At the
present time, however, with the experience
of forty years to guide us, and the neces-
sity of providing a market for bonds al-
most removed, it is certainly wise to try
to make such changes as will introduce
as much proper elasticity as is possible, ;
if it can be done without in any way im- i
pairing the good qualities of the notes.

In any plains for making this exchange J
it is necessary to utilize the present I
bond-secured currency. We should not, !
if we could, attempt now to radically
change or do away with the present notes, j
The most conservative and practical sug- j
gestion seems to be to make no change
in the present bank circulation, but to I
allow the banks to issue in addition to

I which have ever failed amount to about
! twenty million dollars, while the banks
I have paid in taxes on circulation over

1 ninety million dollars. If there had been
1 no bond security and no assets in the
banks, these taxes would have paid about
four and one-half times the amount of
all the notes of these insolvent bunks.
For the whole period from 18S3 to 1901,
ii elusive, a tax of twenty-two hundredths
of one per cent. (0.22 per cent.) on the
outstanding circulation of ail the banks
would have paid off the notes of all the

I insolvent banks if there had been no
| bond security and no assets in the banks

¦ which failed.
If, as the present law provides, the

notes were a first lien on all the assets,
a tax of eight-one-thousandths (0.008), or
one-qne-hundred and twenty-fifth of 1 per

cent., would have paid all the notes which
could not have been paid out of the as-

| sets. The 5 per cent, guarantee fund
which it is proposed to provide before
any uncovered notes are issued would on
this basis pay ail the notes above the
value of the assets of the insolvent bank
for C25 years if the proportion of failures
remained the same- But, it is argued,

conditions may vary, and these figures
are based on experience with entirely
different bank notes. It is not conceiv-
able that conditions can so change that
these most extraordinary margins of
safety will not be ample. The figures

are so conclusive that the question of
the safety of the notes in the hands of the
public may be taken as established. The
smallest tax which is proposed for the
guarantee fund would be very ample to
secure perfect safety. This tax can be
so small that any bank can afford to pay
it without raising the question as to
whether it is paying to guarantee the cir-
culation of a weaker bank or not. It

the present notes u certain percentage of
notes uncovered by any bond deposit, but
against which the banks should be re- j
quired to hold in gold or its equivalent]
the same reserves as against deposits, and
at the same time to so add to the laws
and regulations in regard to redemption
as to provide very ample requirements
and means for redemption and retirement.
This redemption machinery can and should i
be made so complete and effective as to
lead to constant and frequent redemption
ol these notes. It is also part of this plan
to provide a guarantee fund for the pay-;
merit of all these uncovered gold reserve
notes. Each bank will be required to
pay into this fund 5 per cent, of its un-
covered notes before they are issued, and
this fund is to be maintained by a tax
on this circulation.. The proportion of;
uncovered gold reserve notes proposed

| need make no difference whether the tax
I is turned into the Treasury of the United

j States as at present or used to.guarantee

I the redemption of the notes of other
i banks.

There are two general uses for money
or currency in our modern business, which
is so largely based on credits and in which
comparatively lew transactions are car-
ried out by the actual use of money;

The first is lor use as bank reserves
against deposits or circulating notes.

The second is for the daily current cash
transactions and the payment of balances.

Bank notes should never lie used for
leserves, their true use being for current
cash business only. Bank reserves should
be gold, or some paper certificates which
can be quickly concerted into gold. As
long as the greenbacks are in circulation

(Continued on 18th Page.)


