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Federal Deposit Insurance Corporation Chainnan L. William Seidman told 

Corgress today that deposit insurance refonn should t.e accorrpanied by the 

elimination of restrictions on where banks can operate, what kinds of firms 

they can t.e associated with, arrl what products arrl services they can offer. 

In testifyincJ l:efore the Senate Banking Connnittee, Mr. Seidman said 

that the banking system "can operate safely and sourrlly only if it can 

provide c:c:.arpetitive services to its custamers at a reasonable profit." 

Chainnan Seidman's recamrrerrlations include the followincJ structural 

~es, which he said wcw.d improve the health of the banking system arrl 

make the .in::lustry ioore c:c:.arpetiti ve in the U. s. and arourrl the world: 

o Eliminate the Glass-steagall Act, which separates corarrercial 

banking from invest:nent banking. 

o Remove Bank Holdin;J Company Act restrictions that prevent 

c:x:::iranercial banks from affiliating' with non-financial b.lsinesses. 

o End restrictions that prevent banks from establishing' branches 

across state lines or from l:uyincJ banks in other states. 

Mr. Seidman stressed, though, that if banks are pennitted to offer new 

products or affiliate with non-financial finns these activities also should 

come with "the legal assurance of separateness" from insured deposits. 

Unlike "firewalls" in the sense of prohibitincJ the sharing' of common nanes 

arrl office space, this idea is to set the "assurance of legal status for 

liability detenninations" in order to reduce the potential exp:,sure of the 

govermnent arrl the u. s. taxpayer. 
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Mr. Seidman urged eorgress to consider a three-fold ai;:proach to 

reducinJ the potential costs of deposit insurance to the taxpayer: limitinJ 

the kir:ds of invesbnents that institutions can make with insured deposits; 

reducinJ what the government agrees to insure, perhaps by including new 

restrictions on the anount of liability per custaner without p.ittinJ the 

average depositor at unreasonable risk; an:l chan;JinJ the structure of the 

imustry. 

"'Ihe present system is a bad bet for society," Mr. Seidman told the 

senators. "It can cost too nn.ich for the value rec::eived." 

He added that any statutory changes nust continue to prarote the 

stability that the FDIC has worked to brinJ to the financial system. 

"I remirrl you that nine out of 10 of the largest banks in Texas failed 

or would have failed without our or other help. 'Ihe same can be said for 

two out of the three largest banks in Oklahana. At the same time, hun::lreds 

of other banks failed, an:l yet the system did not collapse in panic," Mr. 

Seidman noted. 
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