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Preface 

The Florida Interstate Banking Study was coiranissioned by 

the House of Representatives Committee on Commerce.  The study 

was directed by Dr. Larry A. Frieder, Professor of Banking and 

Finance, School of Business and Industry (SBI), Florida A&M 

University. 

This study is the product of the work performed by a group 

of nine scholars who were selected based upon their special 

expertise related to the issues surrounding the interstate bank- 

ing issue.  The scholars who contributed were:  Dr. Vincent P. 

Apilado, Dr. George J. Benston, Professor Jeffrey Davis, Dr. 

Robert A. Eisenbeis, Dr. Larry A. Frieder, Dr. Thomas G. Gies, 

Dr. Paul M. Horvitz, Dr. Harvey Rosenblum, and Dr. David D. 

Whitehead, III. 

The following extract from the Legislature's initial charge 

highlights the substantive areas the group was requested to 

pursue: 

. . . conduct a detailed study of the Interstate 
Banking issue for the Commerce Committee of the 
Florida House of Representatives.  We very much 
wish to tap the excellent work you and your col- 
leagues are doing in this evolving area.  The 
members of the committee will be needing detailed 
and critical analyses related to this important 
matter as we deliberate on the public policy rami- 
fications of this issue. 

. . . This study should emphasize a Florida per- 
spective.  We expect your report to analyze avail- 
able research and empirical evidence in the bank 
structure area.: In this regard, the committee 
would appreciate insights related to financial 
markets/institutions, competition, allocational 
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and technical efficiency.  Your work should 
culminate in a written report to the Commerce 
Committee which includes:  (1) public policy 
implications and alternatives related to Inter- 
state Banking; (2) an analysis of the extent 
of Interstate financial activity now being 
carried on; and (3) the type of such activity 
that could be carried on under the different 
possible legal alternatives (modification or 
repeal by Congress of 'the Douglas amendment 
or the McFadden Act) and the impact of that 
activity on the Florida economy, its citizens, 
and Florida based financial institutions. 

This report has been taking shape for the past several months 

Meetings, conference calls, exchange of drafts, have been con- 

stant.  A product like this could only result with the great 

contributions of the study's several talented authors.  Each of 

these individuals have a dedicated commitment to a sound finan- 

cial structure geared to the public interest.  It certainly was 

a pleasure for me to work closely with the members of this group. 

Although I underscore their individual contributions, I fully 

accept final responsibility for any errors or omissions. 

I want to acknowledge the encouragement of Speaker H. Lee 

Moffitt (Florida House of Representatives) and Dr. Sybil Mobley 

(SBI Dean) to pursue this effort.  They are truly magnificent 

leaders. 

Our appreciation is extended to Mr. Wyatt Martin, Staff 

Director of the Committee on Commerce, who provided continual 

support for this project.  Finally, we note the valuable finan- 

cial support of the Florida Star Grant Program. 

L.A.F. 
Tallahassee, Florida 

January, 1984 
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EXECUTIVE SUMMARY 

The main purpose of this study is to provide an analysis 

of the public policy ramifications surrounding the interstate 

banking issue.  Legislative options are presently being pur- 

sued.  A systematic evaluation of the various economic impacts 

of these options will provide background for sound policy 

deliberations. 

The report addresses the specific implications of inter- 

state banking that emanate from:  (1) technical efficiency 

(economies of scale); (2) technological developments; (3) economic 

development; (4) legal issues; (5) existing interstate banking 

activities in Florida by both out-of-state banks and non- 

banks; (6) the state's present bank structure.  Public policy 

considerations related to liberalization of geographical restric- 

tions on interstate banking are examined.  Arguments for and 

against such liberalization are analyzed.  Finally, policy 

options are evaluated and a recommendation is made. 

The appraisal of the magnitude of interstate banking acti- 

vity currently being conducted in Florida focused upon the 

operations of out-of-state bank holding companies (BHCs) and 

nonbanks.  Out-of-state banks have established 372 4(c) 8 offices, 

6 loan production offices (LPOs), and 25 Edge Act offices in 

Florida.  Additionally, a number of banking organizations aggres- 

sively lend money in Florida via LPO's located in Atlanta and 

calling officers who visit the state periodically.  Fifty-one 

of the 136 non-Florida BKCs with interstate 4(c)8 subsidiaries 

operate in Florida. 
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Nonbank competition with commercial banks has increased 

dramatically over the past decade.  Non-depository institutions 

were found to dominate the lists of the largest providers of 

consumer installment credit, automobile credit, commercial 

mortgage and business lease financing.  Nonbanks are also major 

suppliers of business loans and credit cards.  They are also 

very active on the deposit/savings side via money market mutual 

funds.  Most nonbanks competitors operate in most or all 50 

states and in Florida.  It is obvious that Florida banks must 

compete with credit granting manufacturers, retailers, insurance 

companies, securities firms, and out-of-state BHCs operating 

through 4 (c)8 subsidiaries. Edge Acts, and LPO's.  Accordingly, 

policy makers must recognize that substantively interstate bank- 

ing is a reality.  It cannot be avoided, delayed, or arrested 

by state action or inaction.  These competitive realities also 

highlight the fact that competition can no longer be narrowly 

viewed to consist of only banks in a single local market.  Banks 

compete against a variety of other depository and non-depository 

institutions.  Saving and borrowing (by both consumers and busi- 

ness) are becoming increasingly neutral in terms of whether the 

financial service provider is local or non-local. 

Since there are diseconomies of scale in banking, larger 

banks have no inherent cost advantages vis-a-vis smaller banks. 

Accordingly, Florida banks and BHCs have no basis to fear out- 

of-state bank competition that would result from interstate 
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banking.  It was noted that cost studies do not address consumer- 

borne costs.  Accordingly, interstate banking could benefit 

Florida citizens by resulting in broader product lines, special- 

ized services, or greater convenience. 

Technological advances such as automated tellers, point-of- 

sale systems, automated clearinghouses, credit cards, and home 

banking all tend to lessen the dependency of households and even 

small business firms on local banks.  Like large corporations 

which have had non-local bank connections for years, individuals 

and smaller firms may increasingly turn to non-local financial 

service firms.  It is not possible to prevent out-of-state 

financial institutions from providing credit, deposit, or pay- 

ment services even though it maybe possible to prevent them 

from establishing banks in Florida for an indefinite period. 

The existing de facto interstate banking infrastructure in 

Florida consisting of out-of-state banks and nonbanks is very 

large and represents a major pillar of the state's present credit 

structure which supports economic development.  Florida business 

borrowers are as likely to obtain credit from out-of-state sources 

as from in-state banks.  Both sources are crucial to the state 

in its effort to reach ambitious economic growth targets. 

Florida could face constitutional challenges related to 

statutes pursuing interstate banking via regional reciprocity. 

However, the analysis indicates that legal attacks based upon 

the commerce clause, the due process clause of the fourteenth 

amendment, and the interstate compacts clause would not likely 

succeed. 
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On balance interstate banking proposals would 'te  consistent 

with conventional public policy considerations.  The public 

interest is enhanced by the greater number of bank sites, 

broader product and service lines, and increased credit avail- 

ability to businesses (of all sizes), consumers, and municipa- 

lities expected to result from, relaxation of interstate banking 

restrictions.  Small banks would not be endangered by interstate 

banking since they face no scale size disadvantages.  Banks 

safety and soundness (risk) would not be problematic.  Although 

the risks of affiliated interstate banks would increase, these 

risks would be offset most likely by the benefits of diversifi- 

cation as well as organizational and institutional factors. 

Florida's bank structure is currently undergoing signifi- 

cant consolidation, especially among the state's largest BHCs. 

Interstate banking proposals would tend to lessen concentration 

and would be more competitive than a continuation of the exist- 

ing bank structure.  The most recent evidence on Florida banking 

markets suggests that policies that increase the number of links 

between firms are pro-competitive.  To the extent that geogra- 

phical barriers to interstate banking are removed and links 

among banking organizations are increased, bank competition in 

Florida can be increased.  This, of course, leads to better 

prices, services, and credit availability- for the public. 

In addition to being consistent with public policy con- 

siderations, liberalization of geographical restrictions was 

found to be desirable for other reasons.  Such action would 
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give impetus to in-state banks tb address present challenges 

and make strategic preparations necessary to adjust to the 

changing environment.  By acknowledging reality, any remaining 

false sense of security on behalf of in-state banks would be 

eliminated. 

Interstate bank expansion, would result in larger banking 

organizations.  Size may prove to be strategically important 

to the ultimate success or failure of some Florida banks. 

Greater size tends to lead to modified organizations, upgraded 

human resource systems, increased fixed investment, revised 

portfolio  policies (higher risky asset ratios and greater 

leverage), and more funding capacity- 

Arguments against liberalization of geographical restric- 

tions were found to be either invalid or of much less negative 

consequence than asserted.  The evidence and logic suggests 

that capital would not be drained from Florida.  Florida banks 

would not get saddled with the foreign debt problems of money 

center banks.  Although the number of banks would not be increased 

by interstate banking, liberalization- of geographical restric- 

tions would be pro-competitive.  Extreme concentration of finan- 

cial resources would not be likely.  Interstate banking would 

allow out-of-state banks to gain significant control of the 

state's bank structure.  However, well managed Florida banks 

(without management succession pressures) can survive and do 

not have to sell out.  Florida BHCs who expand out of state may 
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increase their ability to survive and remain independent.  The 

degree of out-of-state control of Florida banking assets, of 

course/ is dependent on the form of interstate banking the 

state elects (regional reciprocity would result in more in- 

state survivors than national reciprocity).  Finally, any legal 

challenges to interstate banking restrictions would most likely 

fail. 

In view of public policy considerations, maintaining the 

status quo is not desirable.  Interstate banking would be pro- 

competitive and in the public interest.  More efficient alloca- 

tion of financial resources, broader product/service lines, and 

greater credit availability are the likely consequences of liber- 

alization of geographical restrictions.  This conclusion is con- 

sistent with the public policy recommendations offered by the 

(1) Carter Administration; (2) Graham Administration; (3) Southern 

Growth Policies Board; and (4) Sixty-Fourth American Assembly: 

The Future of American Financial Services Institutions. 

The analysis of policy options focused upon the three 

approaches that have received legislative consideration in the 

past and are expected to be explored in the future.  These 

options include regional reciprocity, nationwide reciprocity, 

and regional reciprocity with a nationwide reciprocity "trigger" 

point.  Nationwide reciprocity would probably result in the most 

competitive structure in the long run.  However, its immediate 

implementation would not result in a diverse out-of-state bank 
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entry into local markets since most other states do not have 

reciprocity statutes.  Accordingly, New York banks would likely 

gain control of Florida banking assets.  It was pointed out that 

the state could avoid the limitation of other states not having 

reciprocity statutes by allowing an unrestricted nationwide policy, 

However, this policy has not been pursued legislatively. 

Regional reciprocity would also lessen the trend toward 

concentration in Florida although to a lesser degree than nation- 

wide reciprocity.  This option would preserve some regional 

control of banking entities.  Regional banking organizations 

may produce some benefits for the state.  Such firms may be more 

responsive to middle market firms, municipalities, and  industries 

in the region.  The creation of several large regional firms 

may enhance competition in certain product categories now limited 

to only money center institutions.  Also, regional firms could 

further develop or extend particular product expertise appropriate 

to the region.  Although this option delays nationwide banking, 

it does preserve the future option of national reciprocity. 

The third approach—regional reciprocity with a "trigger" 

allowing nationwide reciprocity—would capture most of the bene- 

fits of the first two options and also recognize the limitations 

of each.  By beginning with regional reciprocity, the state 

explicitly allows for an interim period which (1) allows in- 

state banks an opportunity to expand regionally; (2) allows 

the state, region, and nation to benefit from any real economic 

advantages that result from the preservation of large regional 
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banks; and (3) allows time for other states inside and outside 

the region to enact reciprocity laws.  The option to trigger 

nationwide at a later date assures that some of the remaining 

geographical restrictions and. potential anti-competitive effects 

of the eventual consolidation of state and regional markets 

would be addressed.  The state.could achieve a more geographically 

diverse (national presence) representation in the various local 

Florida markets. 

In-state banks would have considerable flexibility under 

this approach.  Larger BHCs could elect an expansion strategy 

aimed at gaining size, growth, and multi-state presence.  Other 

BHCs could elect to sell out and become a part of larger in- 

state or regional entities.  Unit banks could elect to remain 

independent or join regional entities or wait for bids emanating 

from nationwide reciprocity. 
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CHAPTER I 

AN OVERVIEW OF THE FLORIDA INTERSTATE BANKING ISSUE 

0 

Context of Report 

The interstate banking issue first surfaced in Florida in 

1979.  Termed the "Intersouth Bill" a regional reciprocity 

approach was introduced and passed one chamber.   Since this 

early introduction of the interstate banking issue in the 

Florida legislature, the topic has become increasingly contro- 

versial.  Financial structure questions have surfaced nearly 

every year since 1979.  Although legislation has, is, and will 

be pursued, the impact and analysis of all the ramifications 

and policy options surrounding this issue has not been systemati- 

cally examined.  Accordingly, a detailed study of the interstate 

banking issue was requested by the Florida House of Representa- 

tives Committee on Commerce. 

Because the study envisioned was large in scope and required 

a diversity of expertise it was agreed that a study group would 

be necessary.  Fortunately, several of the nation's top experts 

were willing to provide an objective and dispassionate analysis 

2 of the various questions related to the interstate banking issue. 

Dr. Larry A. Frieder, Associate Professor of Banking and 
Finance and Head of the Finance area of the School of Business 
and Industry, Florida A and M University. 
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Background on Florida's Bank Structure 

Florida was traditionally a unit banking state.  However, 

since the early part of the century various groups and chains 

of banks had been formed.  The multi-bank holding company (MBHC) 

organizational form had been in existence in Florida before the 

national Bank Holding Company Act in 1956.  Accordingly, Florida 

has never had a statute prohibiting multi-bank holding companies. 

During the 1968-1973 time period Florida bank holding companies 

(BHCs) aggressively acquired independent banks to avoid the 

restrictive effects of unit banking. 

During the recent past (1975-1981) the bank structure laws 

of Florida have become increasingly liberalized.  Essentially 

the state's bank structure has evolved full tilt away from unit 

banking. 

In 1975 bank branching laws were liberalized to allow banks 

to have drive-in and walk-up facilities providing certain limited 

services even though banks were still forced to operate primarily 

at one location. 

Additionally, Chapter 75-217, the original branch banking 

law, was passed during the 1975 regular session.  (Although not 

becoming effective until January 1, 1977).  This law allowed 

county wide branching.  Each bank was permitted to establish two 

branches per year within the county in which the parent bank 

was located.  Also, this law allowed banks to establish branches 
> 

by means of merging with any other bank located within the 

same county, if the Department approved based upon certain cri- 

teria. 
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In 1977 the law was amended to specify that drive-in or 

walk-up facilities converted to branches were not to be con- 

sidered as one of the two authorized per year branches. 

As a result of pressures for expanded banking activity 

across county lines, the branching/merger law was again amended 

in 197 9 to provide for merger with any other bank in the state 

that had been incorporated for at least three years.  This bill 

also allowed for the merged bank to establish two branches per 

year within its county. 

Finally, in 1981 the Florida banking laws removed the limita- 

tions on the number of branches that could be established per 

year within the county in which the parent bank is located. 

Branching across county lines, however, is still limited because 

it has to occur via merger with banks which have been incorporated 

for three or more years.  Also, this amendment will be in effect 

until 1986 when it will be up for legislative review. 

The expanded merger and branching capabilities have been 

widely used by Florida banks—particularly Florida MBHCs.  South- 

east, for example, has merged all of its offices statewide into 

a single bank (OBHC).  Others, such as Barnett and Sun, have also 

significantly merged and branched but remain as multi-bank holding 

companies. 

Table 1 highlights some of the trends in Florida's banking 

structure.  As a result of the more liberal branching and merging 

laws described previously, the number of banks in Florida has 

declined from 668 in 1977 to 458 in 1982.  However, in the same 



TABLE 1. 

FLORIDA BANK STRUCTURE 

Number of Banks 1977 1980* 1981 1982** 

i 

Total 

Multi-BHCs 

Independents and One BHC 

Branch Offices 

Total Offices 

Deposits (billions) 

Total (%) 

MBHCs 

Independents and OBHCs 

668 

386 

282 

32 8 

996 

$29.7 (100%) 

21.2 (.714) 

8.5 (.286) 

556 

271 

285 

846 

1402 

$40.4 (100%) 

28.7 (.71) 

11.7 (.29) 

494 

228 

266 

$43.5 (100%) 

31.0 (.713) 

12.5 (.287) 

458 

206 

252 

154 4 

2004 

$49.2 (10Q%) 

29.3 (.60) 

19.9 (.40) 

Source:  Annual Reports:  Division of Banking, State of Florida. 

*The published data are adjusted to classify large OBHCs that had been MBHCs previous 
to change in banking law as MBHCs. 

**The reader should note that 1982 data is not comparable to prior years because large 
Florida BHCs such as Southeast converted from being a MBHC to a OBHC and thus the "independents 
and OBHCs" classification is inflated vis-a-vis prior years. 
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years the number of offices has increased from 996 to 200 4. 

Independent banks and small one-bank holding companies (OBHCs) 

have managed to maintain their market share of deposits in 

comparison to Florida MBHCs.  In 1977, MBHCs held 71.4% of 

Florida's bank deposits and in 1981 MBHCs controlled 71.3%. 

Table 2 provides a listing of Florida bank holding companies 

(BHCs) as of December 31, 1980.  This historical listing is 

revealing in terms of identifying the major consolidation occur- 

ring in Florida's banking markets.  Note that nine of the 10 

largest banking organizations in the state have either made major 

acquisitions of banking assets or merged into a larger organiza- 

tion.  Specifically, note the following: 

1. Southeast acquired a number of banks from Florida 
National in resolution of a failed takeover bid of 
Florida National. 

2. Barnett acquired a large fraction of Great American 
Banks, First Marine Banks, and has recently bid for 
Florida Coast Banks. 

3. Sun has acquired Century Banks and Flagship banks. 

4. Florida National is buying Royal Trust and at the 
same time is working out details of being acquired 
itself by Chemical Bank of New York on a "when and 
if" interstate banking is legal basis. 

5. NCNB is purchasing Ellis Banking Corporation. 

6. Landmark and Southwest Florida Banks have agreed to 
a merger. 

Only five of the banks listed 11-20 in Table 2 still remain. 

NCNB has purchased Exchange and Gulfstream while Barnett has 

purchased First Marine.  We mentioned the acquisitions of Century 

and Great American above.  The remaining MBHCs are also being 
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LISTING OF FLORIDA HOLDING COMPANIES 

FLORIDA aWKING STRUCrt'SE BY CLASSIFICAT::1. 

As of December 31,  19£C 
{figures in OCD's) 

HCiDi.-.G co-'ANits SY :rposiT SIZE 
(26 faUi-bank i 34 One-bailt) 

• 0C 

EANKS 
TOTAL 
OFFICES—   ::; SITS ALL  HCs  [1] STATE   ft) 
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J- 5.'- ?-v.S c" rL.>::A, U/.., ^LA-.W ; 1; •i..yji 
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:•'- 
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••i. J-'.-j.'NVULE  'iA.Io.N-L  C'wRPOSATIO.N,  JACNbCN.'ILL £ I I 12",J?: .il .32         1 
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•- 
.15 
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•o. -:>\.i'~:i INVES:;-''N: c;^jftATiOf.. ^NSAICLA  ' 1 4 45.3:>3 .15 .11 
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<i,. FuS;^   SHARiS,   INC.,   (UA.MI 1 1 jt .:- 1 .1 ! .00        | 
''ii. i'.•'••!;  COU'iiT   BANCO-^UKA: 1UN,   LIVt  iJA< 1 2 3: ./"34 .10 .03 
"SU. A^E-:CAN BANOPCKA-ICN. MERRITT ISLANC 1 4 3:.423 ,10 .Oc 
•5!. LEV'   ICoNTf   SiN.:r,= :!.iiT!0'<.   CHiE^ANO l 3 25.S2o .35 .0/ 
•=<;. '.--.;-.:.   L^^-.••:-i .>..'•,   CL'Al   bA^ES 1 C- .--£ 09 .0, 
•i. " ili-.-A-, c?:;r<-cv;:N W.. iNi., ri*T .;: :-. c EACH • 1   '      • 2 7,: •.2 ..0 .37         | 
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•56. AV.N SECLRITIES, ;•,-.. s:Bi-;r^ i 1 25,49: >,i .03 
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•si. .••.Av,?ACT^ESi 3AN;5-.,>.!S, INC., mvi i 2 23,5=0 .03 .05 
•z-i. Ctij:g 3A.N.,lNG ^^l-.iTlfl.N,  AR.atlA I 1 2i.542 .5? .03              1 
•ad. ii-^N.iE iy.ztvp'Ai.y.t-i. LACS;LE;-.P.Y i 3 r 3 , c C -i . O I .05         1 

i 
r'.CNi   C-'^NY   TyALS -C ^ !•- 4                        .- . , -.r.oo ' • .-3             1 

iNC^ZNDENT'TZv.l  i.-3 4,5                •    \    } 2-:,is4 - 32.?5        i 

tz: 
l       ' 1 

i  -"-.   FOfALS- 
'-•    . 

1402         • :;; 470,124 - .1 

•ONE-?:-,-- HOLDING CCM'iSY 
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:"AL AOENCrES/^EFRESCN-ATIVE 

Source:  Florida Bankers Association. 
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pursued.  Royal Trust is being bought by Florida National and 

ComBanks was bought by Freedom Savings. 

The central result of all this consolidation activity has 

been to reduce the number of large MBHCs which compete in Florida, 
0 

increase the size of the survivors, and increase the state's 

concentration ratios—the percentage of deposits controlled by 

the state's largest banking organizations.  Although a few more 

consolidations are expected, it is believed that market share 

limits from the regulatory view point are being approached. 

Since published data on Florida bank structure for year-end 

1983 are not yet available, we estimated the share of total bank- 

ing deposits in Florida controlled (or to be controlled once 

announced mergers are consummated) by the 10 largest banking 

organizations to approximate 70% to 75% versus about 53% in 1980. 

Background on the Interstate Banking Issue 

Present restrictions on interstate banking emanate primarily 

from the Douglas Amendment to the Bank Holding Company Act and 

the McFadden Act.  The Douglas Amendment-prohibits BHCs from 

acquiring banks in other states unless the entered state express- 

ly permits such entry by statute.  The McFadden Act essentially 

prohibits interstate branching by national or state member banks. 

The federal government has not to date addressed the fundamental 

interstate banking issue.  Accordingly, state action revolving 

around the Douglas Amendment has become the central focus in 

Florida as well as several other states or reaions. 
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Florida has become a state with a great amount of interstate 

banking attention.  Numerous national and regional financial and 

non-financial institutions have entered or anticipate entrance 

into Florida via the numerous de facto or de jure approaches to 

interstate banking.   Florida's population growth, wealth, and 

commerce potentials are extremely attractive to all types of 

financial organizations. 

After the 1979 introduction of a regional reciprocal bill 

in Florida (mentioned previously) political attention shifted 

to the loan production offices (LPOs)  in Florida of BHCs head- 

quartered -in other states.  The entire banking code which had 

just been rewritten by the Legislature was vetoed by Governor 

Bob Graham because it prohibited LPOs.  In 1981, the removal of 

the limitation on the number of branches that could be established 

per year within the county in which the parent bank is located 

was the focus of attention.  However, the interstate banking 

issue was highlighted by the fact that NCNB Corporation convinced 

the Federal Reserve Board that their entry into Florida banking 

was provided via a loophole in a Florida statute designed to 

keep out-of-state banks out of Florida. 

In 1982, the House Commerce Committee approved a regional 

reciprocal interstate banking bill, which after a three year 

adjustment period would have authorized interstate banking on 

a reciprocal basis nationwide (see Exhibit I).7 This bill did 
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not go beyond the Commerce Committee.  In 1983, a proposed regional 

banking bill was widely opposed in a Commerce Committee hearing. 

(See Exhibit II.)  A nationwide reciprocity bill was also opposed 

in the Florida Senate.  (See Exhibit III.) 
0 

Coverage of this Report 

As indicated earlier, this study necessarily was a group 

effort.  The study group included the following scholars (listed 

alphabetically): 

1. Dr. Vincent P. Apilado, University of Texas ar Arlington. 

2. Dr. George J. Benston, University of Rochester. 

3. Professor Jeffrey Davis, University of Florida. 

4. Dr. Robert A. Eisenbeis, University of North Carolina. 

5. Dr. Larry A. Frieder, Florida A&M University 

6. Dr. Thomas G. Gies, University of Michigan 

7. Dr. Paul M. Horvitz, University of Houston 

*8.  Dr. Harvey Rosenblum, Vice President and Economic Advisor, 
Federal Reserve Bank of Chicago, Chicago, Illinois. 

*9.  Dr. David D. Whitehead,111, Senior Research Economist, 
Federal Reserve Bank of Atlanta, Atlanta, Georgia. 

*Note Dr. Rosenblum and Dr. Whitehead served as advisory 
board members. The views presented represent their own and 
not necessarily those of the Federal Reserve System. 
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The material covered in this report is organized in sections 

(chapters) around the specific topics requested by the Florida 

House of Representatives Coinmittee on Commerce.  The scholar 

working on each section is a recognized expert on the topic 

in which he addressed.  And each author's specific contribution 

is noted at the front of each chapter. 

The author of Chapter two is Professor Robert A. Eisenbeis. 

This section provides a thorough discussion of the changing 

realities of financial markets and institutions.  Innovations 

to avoid interstate banking are explored.  Policy issues per- 

taining to interstate banking proposals are examined. 

Chapter three was authored by Dr. David D. Whitehead.  This 

section discusses the various methods of providing interstate 

financial services, grandfathered interstate banks, and the 

Garn-St. German legislation.  The data provided on interstate 

4(c)8 activity in Florida is the most exhaustive listing to date. 

The author of Chapter four is Dr. Harvey Rosenblum.  Ncnbank 

competition is thoroughly explored in this section.  Again, the 

most exhaustive data base on nonbank banking activities which 

exists to date is offered.  The reader may note that Florida 

specific activity may only be inferred from the general national 

data presented.  Data only for Florida is not disclosed for 

public review.  Nevertheless, since Florida is a prime target 

of so many national organizations some reasonable insights may 

be cleaned. > 
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The author of Chapter five is Professor Thomas G. Gies. 

This section explores the country's changing financial structure 

and its implication for the economic development of Florida. 

Particular attention is given to the user of financial services. 

Chapter six is authored by Professor George J. Benston. 

This section covers the research evidence produced to date on 

economies of scale and operational efficiency.  Inferences 

regarding interstate banking are based upon this evidence. 

The author of Chapter seven is Professor Vincent P. Apilado. 

A thorough analysis of the research literature involving geogra- 

phic restrictions/expansions is given.  The evidence pertaining 

to the economic benefits and costs of financial structure 

liberalization is presented. 

Chapter eight is written by Professor Paul M. Horvitz.  This 

section examines the implications of electronic funds transfer 

pertaining to the interstate banking issue. 

The author of Chapter nine is Professor Jeffrey Davis. 

Most legal issues revolve around the regional reciprocity 

approach to interstate banking.  Accordingly, a thorough legal 

analysis of the regional reciprocity notion is presented. 

Chapter ten is authored by Professor Larry A. Frieder. 

This section includes a systhesis of the findings of the study. 

An analysis of the interstate banking implications for Florida 

is presented. 
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Foot notes 

1. See 1979 Annual Report of Barnett Banks of Florida, Inc. 
for a discussion of "A Regional Approach to Interstate 
Banking:  The Case for an, Orderly Transition," by Guy 
Botts, then and currently Barnett Chairman of the Board. 

2. See pp. iii-v for a listing and short biography on study 
group members. 

3. See revised Banking Code:  Chapter 80-260, Laws of Florida, 
Section 658.26.  Also, amendment to Section 658.26 in Chapter 
81-215, Laws of Florida. 

4. Prior to 1981 it was commonly believed that Florida's MBHCs 
were at market share limits.  However, regulatory authori- 
ties have since liberalized their notion of what these limits 
should be; i.e. , a few years ago it would not have been 
possible for the state's largest BHCs to combine. 

5. See page   "States Permitting Outside Entry by Banking Organi- 
zations" for a listing of states permitting outside entry of 
banking organizations.  Also, note that the New England 
region has pursued the regional notion to the greatest extent. 
The Southwest region is also exploring this approach. 

6. See chapters three and four fcr more extensive documentation 
and discussion of both out-of-state bank and nonbank entry 
into Florida. 

7. Exhibits I, II, and III illustrate the key language of bills 
previously considered in Florida. 
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EXHIBITS 
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EXHIBIT I 

170-398-2-2 

Regional Reciprocity Bill (1982) 
with Nationwide Reciprocity Trigger (1984) 

1 

7 

3 

i 

5 
i 

61 
I 

7 
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10 

11 

I 
Uj 

13 1 

1 
141 

I 

15 

16 

1?! 

18 1 

19 j 

I 
20 I 

I 
21: 

22 

23 

24 

25 

26 

27 

28 

29 

:o 

31 

A bill to be entitled 

An act relating to banking; adding paragraphs 

(f) and (g) to s. 658.29(3), Florida Statutes; 

providing exceptions to the prohibition against 

out-of-state bank holding companies owning 

banks oc bank holding companies in this state; 

providing effective dates. 

Be It Enacted by the Legislature of the State of Florida: 

Section 1.  Paragraph (f) is added to subsection (3) of 

section 658.29, Florida Statutes, to read: 

658.29 Certain ownership and control prohibited.— 

(3)  Notwithstanding any other provisions of this 

section, the restrictions and prohibitions of this section 

shall not apply: 

(f)  After January 1, 1984, to the ownership of votir.o 

shares of, interests in, or all or substantially all of the 

assets of banks and bank holding companies located in this 

state which have been conducting the bosiness of a bank or 

bank holding cor.oanv for not less than 3 years by a bank 

holding company located in Alabama, Georgia, Louisiana, 

Mississippi, North Carolina, South Carolina, Tennessee or 

Virginia, and such ownership is hereby specifically 

authorized; but only if the statute laws of the state in which 

that bank holding ccmoanv is located spec ificallv authorize 

this same privilege of owr inq voting shar »s of, interests in. 

or all or substantially al 1 0 f the assets of banks and bank 

holding companies located in that state t 3 bank holding 

comoanies located in Florida. For the ou roose of this 

paragraph , a bank or bank holding conrar.y is "located" in the 

l:btc 

1.3 

1.5 

1.6 

1.7 

l:enc 

1.7 

1.8 

1.10 

1.11 

1.13 

l:lu£ 

1.15 

1.16 

1.17 

1.1S 

1.19 

1.20 

1.21 

1.23 

1.24 

1.26 

1. 27 

1.2S 

COOING: W«,«U >•< d«tetti*t  *f»m €iilfinq  low, wftfdt Mwdyrli^rri Of odditiont. 
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170-398-2-2 

1 

21 
I 

3 

41 
I 

51 
1 
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61 
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7! 
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121 

i 
131 

I 
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t 
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i 
2i; 

i 

22 1 
I 

231 
i 

24; 

25 i 

26 ' 

27. 

28 i 

29' 

3D: 

31 i 

state in which its bank or hank holding conroanv operations are 

principally conducted. 

Section 2.  Paragraph (g) is added to subsection (3) of 

section 658.29, Florida Statutes, to read: 

658.29  Certain ownership and control prohibited.— 

(3)  Notwithstanding any other provisions of this 

section, the restrictions and prohibitions of this section 

shall not apply: 

(g)  After January 1, 1987, to the ownership of votino 

shares of interests in. or a 11 or substantially all of the 

assets of banks and b ank hold ino coTmanies locate d in th is 

state rfhich have been conduct ino the business of a bank or 

bank hold ma corroany for not less than 3 vears bv a bark 

1. 

1. 

1. 

1, 

1. 

1, 

1; 

1, 

1. 

1, 

,13/16 

,31 

.31/1 

,34 

35 

,37 

;lus 

,39 

.40 

,41 

holdino coiroanv located in anv other state. and such ownershi a 

is hereby soecificallv authorized? but only If the statute 

laws of the state in wh ich that bank holdina coffloanv is 

located snecificallv au thorize this same nrivileae of owninc 

votino s hares of, inter ests in. or a 11 or su bstantiallv all e f 

the asse ts of banks and bank hcldino comoani es located in tha *• 

state tc bank holdinc comcanies loca te^ in Florida.  For the 

purpose of this oaraora nh, a ba nk or bank he Idino conoanv is 

"locater " in the state in which its bank or bank holdira 

1.42 

43 

4 3/1 

1.43/3 

company operations are principally conducted. 

Section 3.  Section 1 of this act shall take effect 

January 1, 1984, and section 2 of this act shall take effect 

January 1, 1987. 

4 2/4 

43/5 

43/5 

48 

COOING:  Wacdi   in tvp* Of« d«Ult0*i» ttom ••itttn^ lew,  wordl  uwjg,iin>d or* odditient. 
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First Draft 

EXHIBIT II 

PCB 83-31     Regional Reciprocity Followed by 
Nationwide Reciprocity (1983) 

A bill to be entitled 

An act relating to banking; amending subsection 

(1) of s. 658.29, Florida Statutes, changing a 

cross-reference; adding a new subsection (4) to 

section 658.29, Florida Statutes, providing 

exceptions to the prohibition against out-of- 

state bank holding companies owning banks or 

bank holding companies located in this state; 

providing an effective date. 

Be It Enacted by the Legislature of the State of Florida: 

Section 1.  Subsection (1) of section 653.29, Florida 

Statutes, Is amended, and a new subsection (4) is added to 

said section to read: 

(1)  Except as provided in subsections (2)   and {i) 

SBbseetien—fS-)-, no bank, trust company, or bank holding 

company, the operations of which are principally conducted 

outside this state, shall acquire, retain, or own, directly or 

Indirectly, all, or substantially all, of the assets of, or 

control over, any bank or trust company having a place of 

business In this state where the- business of banking or trust 

business or functions are conducted, or acquire, retain, or 

own all, or substantially all, of the assets of, or control 

over, any business organization having a place of business in 

this state where or from which it furnishes investment 

advisory services in this state.  However, if a bank, trust 

company, or bank holding company directly or indirectly owning 

all, or substantially all, the assets of, or having control 

over, a bank or a trust company or business organization to 

which the restrictions and prohibitions of this section apply, 

1 
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having acquired such assets or control prior to becoming 

disqualified hereunder, shall, on or after December 20, 1972, 

the effective date of former s. 659.141(1), as amended, be or 

become disqualified hereunder to acquire, retain, or own the 

same, the restrictions and prohibitions of this section shall 

not be enforced against it for a period which, under all the 

circumstances, Is determined by the department to be 

reasonable, not exceeding 2 years from December 20, 1972, the 

effective date of former s. 659.141(1), as amended, or from 

the date it becomes disqualified hereunder, whichever is 

later, unless said period of 2 years is extended by the 

department as herein provided.  The department is authorized, 

upon a showing of undue hardship, to extend the 2-year period 

from time to tine if it determines that any such extension 

would not be detrimental to the public interest; but any such 

extension shall not exceed 1 year, and all extensions shall 

not in the aggregate exceed 3 years. 

(4)  Notwithstanding anv other provision of this 

section: 

(a)  A bank holding corapany located in Mabarr.a, 

Georgia, Louisiana. Mississippi, Morth Carolina, South 

Carolina, Tennessee or Virginia which is net controlled by a 

bank holdina comoanv located in any state other than one cf 

the states mentioned herein :nav aecuire, directlv or 

indirectly, voting shares of, interests In, or all or 

substantially all of the assets of banks located in this state 

which have been conducting the business of bar.kine for not 

less than 3 years, or bank holding companies located in this 

state, provided that the statute laws of the"state in which 

such bank holding company is located extend the same privilege 

of acouirino votine shares ef, interests in, or all cr 3^ I ot acquiring vorino snares c., .Lin.gi^-a-.a ^.n, or aj..:. cr j 
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substantially all of the assets of banks or bap.k holding 

companies located in that state to bank holding companies 

located In Florida. 

(b) rive years after the date on which statute laws 

have become effective in any one of the states named in 

paragraph (a) authorizing bank holding comoanies located in 

Florida to acquire the voting shares of, interests in, or all 

or substantially all of the assets of banks or bank holding 

eowpanieg located in that state, a bank holding company 

located in any other state may acquire voting shares of. 

Interests in, or all or substantially all of the assets of 

banks located in this state which have been conducting the 

business of banking for not less than 3 vears, or bank holding 

cowoanies located in this state, provided that the statute 

laws of the state in which such bank holding company is 

located extend the same privilege of acquiring voting shares 

of, interests in. or all or substantially all of the assets of 

banks or bank holding companies located in that state to banks 

or bank holding companies located in Florida. 

(c) For the purposes of this subsection, a bank 

holding company is located in the state in which the total 

deposits of all i-ts banking subsidiaries are largest. 

Section 2.  This act shall take effect October 1, 1983. 
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Nationwide Reciprocity Bill 
Introduced in Florida Senate (1983) 
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By  Senators Gordon, Meal, Tax, Frank and Oirardaau 
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A bill to b« •atiti^d 

An »ct  rcladnq rs-buJca  asd crui-s csatpuues; 

•nandin? a.   653.29.   slondm  Stacus«s; 

?«r3i.r-i^c;  ta.4  si  iwr.erahi=  sr  ::r.:r=l   :'   i 

bank,   CZMSC  csmpatay,   or banx hoiiiii; rcacasy  12 

ZS^LS  sraca  to  a bank,   crvar  cesaaRy,   cr bask 

holding coapany,   th.«  epcratiess  of wiaiiii ar* 

principally esaductad eutald* this trata,   i.£ 

tb*  lawa of tt» jurisdiction In which such 

operation*  ar* principally eer.ductad 

•pacifically authorls*  tba  acquisition of 

control of a bank,   trust csnpany,   or bank 

holding company is  such jurisdiction by a bank, 

trust company,   or bank holding company tha 

eparacions  of which are principally cor.^ucted 

la this  rcata;   providing for raviaw and  rspaal 

In aecordanca with tha  Ragulatory Sunaat Act; 

providing an affactlv* data. 

3a  It Znactad by tha lagislatura  of  tha  Stata of  slonda: 

Sactlon 1.     Saetlon 658.29,   Florida  Statutaa,   is 

aaandad ts  read: 

658.29    Cartaln evnarship  and  control  prohihitad.— 

(1)     Excapt as providad  In  subaaetlor.a   suaaavaaa   (3) 

and_£42,   no bank,   trust  company,   or bank holding company,   tha 

oparatlons  of which are principally conducted outside  this 

rt*ta.   shall acquire,   retain,   or own,   directly or indirectly, 

ail,  or substantially all.  of the assets of.   or control over, 

any bank or trust company having a place of business in this 

state  rfhere thar business  of banking  or trust businaaa  or 

cmiMCi 'M* :• • . rf*» ••• •*•*'**» tnm «Bina« law; wmnt .w.wli.w mim munnmni. 
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«unctlon» ara conductad, or acqiilra, ritain, or own all. or 

aubatantlally all, of tha aaaata of. or control ovar. any 

bualnaaa organisation having • plaua of bualn^aa In thla atata 

whara or fro* which It furnlahaa Invaatmant advlaory aarvlcaa 

In thla atata.  Howavar. If a bank, truat coapany. or bank 

holding coapany dlractly or Indlractiy owning all. or 

aubatantlally all, tha aaaata of, or having control ovar, a 

bank or a truat coapany or bualnaaa organisation to which tha 

raatrlctlona and prohlbltlona of thla aactlon apply, having 

aojulrad auch aaaata or control prior to becoming dlaqualtflad 

haraundar. ahall. on or aftar Oacambar 20, 1972, tha affactlva 

data of foraar a. 659.141(1). aa aaondad. ba or bacoaa 

dlaquallflad haraundar to acqulra. rataln. or own tha aaaa. 

tha raatrlctlona and prohlbltlona of thla aactlon ahall not ba 

anforcad agalnat It for • parlod which, undar all tha 

clrcuaataocaa. la dataralnad by tha dapartaant to ba 

raaaonabla. not axcaadlng 2 yaara froa Oacaabar 20. 1973. tha 

affaatlva data of foraar a. 6S9.141(1). aa aaandad. or from 

tha data It bacoaaa dlaquallflad haraundar. whlchavar la 

latar. unlaaa aald parlod of 3 yaara la axtaudad by tha 

dapartaant aa haraln provldad.  Tha dapartaant la authorlzad, 

upon a ahowlng of undua hardahlp. to extand tha 2-yaar parlod 

froa tla« to tlaa If It dataralnaa that any auch axtanaton 

would not ba datrlaantal to tha public tnteraati but any auch 

axtanalon ahall not axcaad 1 yaar. and all axtanalona ahall 

not In tha aggcagata axcaad 3 yaara. 

(2)  Excapt aa provldad In subsection Xil Ct. for tha 

pucpoaaa of thla aactlon, tha oparatluna of a bank, truat 

conpany. or bank holding coapany ara principally conducted 

outalda thla atata Ifi 
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(a) In tha caaa of a bank, tha largaat amount of Ita 

total deposits la held outalda thla atata. 

(b) In tha caaa of a truat company, tha (argaat amount 

of Ita total truat aaaata la held or adalnlatarad outalda thla 

atata. 

(c) In tha caaa of a bank holding coapany, tha largaat 

amount of tha total dapoalta of all banks controlled by tha 

bank holding coapany la held outalda thla atata or tha largaat 

amount of tha total truat aaaata held by all truat companlea 

controlled by tha bank holding company la held or admlnlatarad 

outalda thla atata. 

(11(a)  A bank, truat company, or bank holdtnc; company, 

the operatlona of which are prlnclpally conducted oiitalde thIm 

atata, aay acoulra aharea of or control ovar any bank, truat 

company, or bank holding company havlpq a place of bualnaaa li^ 

thla atata If the etatute lawa of tha ju^ladlctlon In which 

auch operatlona ara pflnclpal).v conducted apaclflcally 

authortta tha acgulaltlon of control of a ^ank. truat company, 

or bank holding company In auch lurladlctloo by a bank, trua^ 

company, or bank holding company tha operations of which ara 

principally conducted In th^a atata. 

(b)  Any ac<yi|^tlon of aharaa or control author^ied 

under paragraph (a) ahall not affect tha powara or privileges 

of the bank, truet company, or bank holding company ao 

acquired. ' 

Xll(i)  notwithstanding any other provlalona of thla 

aactlon, tike raatrlctlona and prohlbltlona of this aactlon 

ahall not applyi 

(•)  To the owneralilp or control of aharea acquired by 

a bank, trust company, or bank holding company prior to 

January I.    1972. 
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(b) To any acquisition of • bank, tmat company, or 

InvaatHant advlaory bualnaaa orqanUatlon If an application 

(or approval of auch acqulaltlon or notlco of propoaad 

Invaataant advlaory actlvitlaa waa filed with tiia Oapartnont 

of Banking and rinano*. or th« Board of Govarnora of tha 

fadaral Raaarva Syataai or othar approprlata f<td«ial raguUtory 

•fancy having Jurladlction. prior to Jima 1, 1972. 

(c) To tha eatabllahaant of on« Invaatment advlaory 

offlca In thla stata by • bank or bualnaaa orqanlsatton which, 

on March 1. 1972. and for a parlod of 1 yaar prior tharato, 

randarad Invaataant advlaory aarvlcaa to trust conpanlaa or 

bank* In thla atata ttom  an offlca outalda tha stata. 

(d) To any bank, truat coapany, or bank holding 

coapany, ttta oparatlona of which ara principally conductad 

outalda thla atata. which, on Dacaabar 20, 1972. ownad alt tha 

•aaata of. or control ovar. a bank or truat company locatad 

within and doing bualnaaa within thla atata. 

fa) To tha acqulaitlon, tatantton, or ownarahlp of an 

Kdga Act corporation whan tha Idga Act corporation la 

parfotalng (unctlona authorlsad by tha act under which It waa 

organised. 

Section 2.  Each section within chapter 6SS, florid* 

Statutes, which le edded or ananded by thla act, la repealed 

on October I, 1991, and ahall be reviewed by the Leglalatura 

pursuant to a. 11.61. riorlda Statutes. 

Section 3.  Thla act ahall take effect upon beconlng a 

law. 
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LEGISLATIVE SUHMARy 

Pernlta sale of control of a Florida-based bank, trust 
company, or bsnk holding company to a bank, truat 
company, or bank holding company having Ita principal 
oparatlona outalda tha atata If tha Jurladlction In which 
the acquiring entity hee Its principal operations sffords 
Florida Institutions reciprocal privileges. 


