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BalQESG IH A FBBR HATION
Address by Earl Cook# Director# Federal Deposit
Insurance Corporation# Washington# D. C*#before

the I1linois Bankers Association Convention#
June I6# 1979

*\"Oixdsj f Jr*o *
Mr* Chairman# Ladles a»d Gentlenen of the Ulinols Bankers

Association: | am la a scmavbat embarrassing poalUaa on this particular

occasion because 1 am endeavoring to pinch-hit for on* of the finest ad-
ministrators and one of ths most accomplished speakers in public Ufa snd

that is the Honorable Maple 7. Harl.

As Barry fayt told you# at the last moment# night before

last# developments occurred vhieh made i1t necessary for Mr# Harl to remain
in Washington and he asked me to come out and Fill his show* 1 think 1
can do it physically in tonnage, but 1 don’t think | am quite up to the
occasion*

I viU endeavor Just briefly to speak to you about seme of the
things of interest to bankers in gsneral and to your organisation in

particular*

let m# pay this tribute to the leadership of the Illinois Bankers

Association. You have one of the most outstanding organisations of its

kind in the United States. Throng your most efficient Secretary# Barry

Bausmanj your president# Harry Hearsorn# and all of your good# efficient
leaders# you have performed outstanding vork.
I vas most interested in vhat Mr. Cooper told us of the operations

of the office of Supervisor of Banking for the State of Illinois. That is
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bos« constructive wrk, sud I «a sors «bat unter bio odailnistrotion «las
sans high degree of effielency will bo continued as was under his prede-
cessors in the past«

You will be Interested in knowing of the contributions that your
Association has made to the Federal Deposit Insurance Corporation in
particular— other banking agencies as well, in Washington.

You have taken a keen interest in Federal legislation to the end
that the thing that Mr. Cooper alluded to, that is, to continue the inde-
pendence of several banking agencies, namely, the Federal Deposit insurance
Corporation, the Comptrollers Office and the Federal asserve System, will
be continued as in&ependent-*and there win be the preservation of the
dual banking system*

You gentlemen of your organisation have conferred with your
representatives in Washington, worked hard with them, and we appreciate
more than I can tell you the outstanding work, Barry, that you and your
associates and your organisation have done.

Just to speak to you briefly— this may seem as a repetition of
what has been said- about our concept of banking in a free nation, I1llinois,
itself, is an outstanding pioneer state, outstanding at the cross-roads of
the nation* You have diversification of agriculture; you have manufacturing*
Yhe influence of the State of Illinois has a tremendous impact upon the
economy and upon the thinking of the nation*

While you are twenty-third in size as to area, you are third iIn

population* The influence of the transportation system which crosses
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your state, aU of tills, besides the «say great headquarters, has had,
a tremendous impact on what the nation does*

You have 870 Insured hanks. Only one state, Pennsylvania, has
more. So you have a good »any outstanding records.

Your twelve and one-half billion dollars of hank assets places
you third in the nation. X could spend a great deal of time elaborating
on the glories of Illinois, but you folks know them »ore than 1 do.

X want to tel* you that we in Washington and other places are
most appreciative of the place your state occupies in the business of the
nation.

As X said, X am in a little embarrassing position because Kr.
Bari wanted to come. Be bed aade his plans to cobs. At the last »ament
he was not able to cone here, and I am sure his Message would have been
of far sore isportsnee and of far more interest than what 1 a» able to
give you after just a few hours» notice.

Ail of us are keenly interested in this thing we call the dual
system of banking because it is characteristic of the American Way of
Life. It parallels our political situation. We have two major parties.
WO have a *#1*** of power because their records are before the American
people. Yhe people can change if the records do not please them. So
with the banking system.

Ve believe it has given a healthy state of competition and yet
kept under control by supervision such as you have in your own state as

well as the national supervisory agencies.
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To confirm What we say that Individual enterprise does, Just
recently | read an editorial which was headed '‘Capitalism in Power."

It goes on to dwell ipon the effect of the free enterprise system as
compared with socialistic or communistic forms of government rampant in
so many sections of the world now.

Just as an illustration, in 197 the Uhited States produced
307,000,005, kilowatt hours of electric power. In socialist Britain
in the same year, electric power totaled 42,500,000,000 as contrasted
with our 307,000,000,000. But in Soviet Russia with a population tre-
mendously greater than ours and potentialities for production greater
than even that of our own nation, produced only 60,000,000,000 kilowatt
hours. In other words, the production per capita in the United States
was 2,117 kilowatt hours as eempared with the 91® Kkilowatt hours per
individual in England, and 315 1» Russia.

Just to esphasize that a little further, the united States has
one automobile for every four of its people, Oreat Britain has one for
every twenty-two, and Russia has one for every 252.

I could go on and give you innumerable instances of that, hut
it only emphasises what can he done in a free economy such as we have and
hanking in the United States is typical of that free economy.

Ho nation in the world could have a gathering such as you have
here today Where men can express themselves freely. You might discuss
differences of opinion, hut that is possible only here. It is symbolic

of the rights we have in America.
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just to dwell with you briefly now vpm what wo conceilve to bo
one of those evidences of freedom of action, the Federal Deposit Insurance
Corporation, which as you know came Into being after the Banking Act of
1933 in its temporary form, amerged in 1935 la Its permanent form. A
mariber OF states previous to that time had their state guarantee lews
which being too local in nature, not sufficiently wide spread, fell of
their own welgit, but the demand for federal guarantees of deposits was
persistent.

Senator Vaadenherg of Michigan and Representative Steagall of
kiaHVima mitti Carter Glass were the outstanding statesmen— they were the
gentlemen who inspired largely this formation of the organisation of the
Federal Deposit Insurance Corporation.

As you know, the $209,000,000 of capital with which this corpo-
ration was formed has been repaid to the government. 1 believe they
were the first agency in the government to return the capital with which
they were created.

In addition to that, 1 am sure you would like to know seme of
the «ioocapll of this corporation. Let me tell you that since its
inception in 1935, the corporation has come to the aid of o8B banks.
That is a lesser number than failed in any one year from 1923 to 1933*
In the process of handling these koQ banks, this corporation paid the
depositors sane $311,000,000 and that amount was paid to 1,500,000 de-
positors.

We have, in that process taken over the distressed assets of

these banks closing through receivership or by merger with other strong
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banka, but to indicate the efficiency of the corporation--*»! | say that
with a great deal of pride— out of $3U, 100,000 which was paid the de-
positors, we have liquidated assets to where net losses are approximately
$26,000,000.

We have had, of course, the advantage of rising prices« We have
vnd the war economy where inflation and rising prices were inevitable.

That has helped to make this record possible.

The problem is to so conduct the affairs of this corporation
that when an emergency comes, we can meet it.

You will be interested in knowing, ladles and gentlemen, within
the past year we have taken over some five or six banks not by receivership.
We have done it by merging with other banks and of those six, | believe
four were directly due to Internal manipulation, defalcations. That was
a phase which 1 don*t think the Congress had in mind when the corporation
was created— that we should insure the fidelity of the official members of
banks— but that is what it amounts to.

We had this glaring case at Wswark, Hew Jersey. We had another
case in Oklahoma, another case in Indiana, and one recently in my home
state— within Fifty miles of my home town. It was a rather small,bank of a
million dollars. The cashier had managed to dissipate more than the entire
capital structure of that bank.

We stepped in and merged with another bank without a loss of a

dollar to a depositor.
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fiiare 1» eoe thing ué say in onr corporation a* a rurali OF
observation over thé capertene«« of a good nany behks and tbat la this.

A ccotbinatlon of slotr horsea and fast ucsitn vorks havoe uith thé opera-
tiessi! of these hanks and that le uhat often happens.

ftoai ms thé case In sc»n instances X couid teli you «bout, but
those are thé things, ladies and gentlemen, that se are trying to do, to
keep thls benking econcmy of ours on an evasi keel»

The corporation sa* created to restore thé confidence of theé
pecple of this nation in ite banking System« Xt IS noe our responsi-
bility to «aiutala it* fThere are «aay things efcieh might he said about
theé corporation and its aetivities and X sant to ref«wr once again back
to that question of fldelity uhich X ;ust «eationed to you shieh «ili
interest you. Xn YMr am state there have basa a mmber of instances*
One casa theé défalcation m* $46,00X); the surety bond sas $10,000.
Anotber case ubere you had a losa in thé bank ©f défalcation of $108,000,
thé bond esa $10,000* X remsnber in each of thes® cases the défalcation
nas sufficienti” serious te force thé bank into recelvership or force it
to be merged uith another bank.

fou had another case of a $277,000 surety bond against $100,000.

X am not hitting at Illinois particularly. X ma not se prend
of ay am state* Va bave had a feu bad enes ont there.

The State of Ohio had oae case ubere thé losa mas $472,000. The

surety bond sas $25,000.
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X am eopbé&sldng that, gentleman, mot vith thé prepose of
stressing additiooal fidelity coverage for thé benefit OF F.D.I.C. It
le our job to protect thé depositors, but eoe thlng ve must recognise
is that in thé esse of defalcati®® vhich le sufficiently serious to
jJecpardlae the bank, thé people vho lose first are thé stoekhoMere»
He vili psy off thé depositors— but not thé stookholdars. Sono of them
bave five, ten shares* Ilhey are not representad en thé board« lhey don*t
bave anythlng to say to thé managOMuit of thé bsub* Xhey tabe for granted
thé officers and directora are honest ad, that thé management is correot»

He valse up sometimos in thé moming and find sene of the neet
trusted people of ore staffe bave been thé enee that bave vrecked thé
bank*, so ve are thinking in teres of adeguato coverage to be earrled for
the benefit of thé efdty ovner to baH hi» Gut, because as | say, he lo
thé one vho loses before ve do.

<Saere are many other things 1 might say to you, ladini and gentio*
*en, but 1 knov yen bave a fall program. lon bave many other thinga to do,
X should not tabe mora of your timo, but only to enphasise again thé
pleasure in ccming to thé XUlnois Bankers* Convention.

X had thé pleasure of attending thé Missouri convention in Kansas
City a few wi,ys ago, X didn*t anticipate X vould bave thls starame pleasure
nov* X do approdate it*

X personally bave so many good friends In Illinois~~Chicago and
all over thé state* X bave vorked vith many of you gsntlsmen over thé

years past in assoclatlon vork. You bave a fine, high tyne, grade of
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leadership In the franking system in the Stata of Illinois. You ara doing
voodarfully good vork.

Again 1 across ay pleasure, and 1 thank yon.
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