
I WHAT PRICE PROGRESS?

ADDRESS OF H. EARL COOK, DIRECTOR, FEDERAL DEPOSIT INSURANCE 
CORPORATION, BEFORE THE ANNUAL CONVENTION OF THE NATIONAL 
ASSOC I AT ION OF SUPERVISORS OF STATE BAMS,

3T. LOUIS, MISSOURI SEPTEMBER 2 7 , 1951

Mr. P resid en t. Members o f  the A sso c ia t io n , and fr ie n d s :

Many years ago , Samuel Johnson, one o f  th e  most keen 

observers o f our cu riou s w crld sa id , "L ife  must be always 

In p rog ress ion . We must always purpose t o  do more o r  b e t te r  

than In time p a s t ."  B osw ell, Johnson’ s b iograp h er, quotes
e

his su b je ct  as say in g  fu r th e r  th a t : "L ife  i s  progress from

want to  want, not from enjoyment to  enjoym ent*”

Through the ages progress has been ach ieved  by the p r ice

mankind has been w i l l in g  t o  pay f o r  i t s  attainm ent* When 

God gave man l i f e ,  He imbued him w ith the mind and the 

a b i l i t y  t o  advance h is  s t a t io n , gave him a provident w orld 

in which t o  l i v e ,  and o f fe r e d  th e  chance to  use h is  own 

^  e f fo r t s  t o  add to  the h erita g e  w ith  ich  he was endowed.
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WHAT PRICE PROGRESS? —  2

P rim itive  man soon learned that h is  cave in the rocks 

was not a com fortable  p la ce  t o  l i v e .  He learned t o  u t i l i z e  

f i r e  f o r  warmth and abundant fo r e s t  products f o r  more 

serv icea b le  s h e lte r . He invented the s l in g s h o t , then the 

axe, then the sp ear, then the bow and arrow so th at he might 

provide food  f o r  h is  fa m ily  and the sk in s o f  beasts w ith 

which to  c lo th e  them.

The ev er-p resen t "want" led  t o  e v e r -in c re a s in g  s k i l l s .

It  prodded in gen u ity , I t  s t ir r e d  c u r io s ity  and, even in those 

ea r ly  days, a man’ s la ck  of am bition or  ingenu ity  was su b je c t  

t o  the g en tle  but in s is te n t  stim ulus o f  the lady  o f the house.

As a consequence, mankind p rogressed , and each generation  

made i t s  co n tr ib u t io n , however sm all, t o  the advancement o f 

the human r a c e .

Jealousy between fa m ilie s  and then between n ation s was 

the natural afterm ath o f progress in  any a rea . The
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s p ite fu ln e ss  which th is  engendered turned a l l  t o o  soon in to  

the b lood y  b ick er in g  o f feu d s , then In to  ban d itry  and, 

f in a l ly ,  in to  the h orror o f war.

While wars have created  chaos and have caused unspeakable 

su ffe r in g  and p r iv a t io n , th ey  s t i l l  have l e f t  in t h e ir  wake 

a determ ination  not on ly  t o  r e p a ir  and reb u ild  upon the 

foundations o f  the p a s t , but a ls o  t o  advance t o  a b e t te r  and 

^more secure l i f e .  P h o e n ix -lik e , new wonders have a risen  

from the ashes.

T oday 's stream lined tr a in s , I ts  ra d io  and t e le v is io n ,

Its  conquest o f  the a i r  and th e  so n ic  b a r r ie r ,  a l l  have th e ir  

foundation In the "w ant", the c u r io s ity ,  and the Ingenuity 

which have prompted men t o  ex p lore  and t o  experim ent f o r  

thousands o f years. However, th e  men who did the ex p lo r in g  

and the experim enting, no le s s  than the m illio n s  o f  peop le

who today b e n e f it  from  t h e ir  la b ors  and Ideas, would s t i l l  be
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WHAT FRIGE PROGRESS? —  4

in the p r im itiv e  stage were i t  not f o r  men and in s t itu t io n s  

which financed  the experim entation , the developm ent, and 

the d is tr ib u t io n *

In my l ib r a r y  I have a book e n t it le d  f,Banking Through 

the A ges". I t  Is most in te re s t in g  t o  fo l lo w  the development 

of banking as an in du stry . Back in  the e a r l ie s t  recorded  

days, when our a n cestors  roamed the p la in s  and when a cow 

or an ox was the standard medium o f  exchange, the crude 

c a t t le  pens in which these forerunners o f  our modern currency 

were con fin ed  became, in  e f f e c t ,  our f i r s t  banks. Indeed, 

our own word, "pecu n iary11 is  d er ived  from the Latin  word 

pecus, meaning c a t t l e .

Between those p r im itiv e  c a t t le  pens and the tow ering 

c ita d e ls  o f modem fin a n ce  s tre tch e s  a rom antic s to ry  that 

epitom izes the upward s t r u g g le , not o f  a c a l l in g  a lon e , nor

o f a people a lon e , but o f a l l  o f  human c i v i l i z a t i o n .
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The pyramids o f Egypt, the Temples o f G reece, the S treet 

of Janus In Rome, the pa laces o f  the M edici a l l  were and are 

r e p o s ito r ie s  o f a r t i s t i c  and cu ltu r a l treasu re  and symbols 

of the id e a ls  o f  th e ir  p eop les . As cen ters  o f f in a n c ia l  

a c t iv i t y ,  however, they were more p a r t ic u la r ly  r e f le c t io n s  

o f the tra d e , the commercial re la t io n s h ip s  and the in te rn a tio n a l 

am ities that In our own day fin d  t h e ir  l o f t i e s t  expression s 

||in the m agn ificen t s tru ctu res  that house the great f in a n c ia l  

In s t itu t io n s  o f th e  w orld .

The h is to r y  o f the American banking system Is unique in  

that I t  does not fo llo w  the outmoded tr a d it io n s  o f  the p a st.

It was created  and Is being  developed s t e a d ily  by the American 

peop le , ic o n o c la s t s  though we may be.

N everth eless , our f l e x ib le  banking system may take great 

c r e d it  f o r  making the American In d u s tr ia l system the g rea test  

in the w orld . Today, a l l  f r ie n d ly  n ation s o f  the un iverse
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com© t o  our shores f o r  f in a n c ia l  a ss is ta n ce  t o  roach goa ls 

o f in te rn e t io n a l s e c u r ity  and w e ll being  which they alone 

could not a tta in *

I t  has been a p tly  s a id , "We see dimly in  the present 

what is  sm all and ifoat is  g re a t% In sp ired  by the in f in i t e  

wisdom o f an Almighty God, our fo re fa th e rs  tra n s la te d  in to  

a ction  those th in gs which they saw c le a r ly  in the past* 

that you and I now see dim ly could be tra n s la te d  in to

something great f o r  the future#

The h is to r y  o f our e a r ly  days o f  banking is  f i l l e d  w ith

narration s o f t r i a l  and error*

A fte r  the R ev o lu tionary fa r ,  our Nation was bankrupt, 

but as V ic to r  Hugo put i t ,  "Would you r e a l iz e  what R evolution  

i s ,  c a l l  i t  Progress ; and t o Id you r e a l iz e  what Progress is  

c a l l  i t  Tomorrow!"

At that tim e, the Government i t s e l f  was in  u t te r
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con fusion  u n t i l  the lead ersh ip  o f great men l ik e  Washington, 

Franklin and J e ffe rs o n  brought out of chaos a system o f 

government which, through constant progress has brought us 

not on ly  t o  w orld lea d ersh ip  but a ls o  to  an uneQuailed le v e l

of dom estic f in a n c ia l  s t a b i l i t y .

It  took  the try in g  days of the C iv i l  War t o  b rin g  in to  

being the n a tion a l banking system* F ollow ing that c o n f l i c t ,  

Judicious procedure and le g is la t io n  enabled the S tate  banking 

systems not on ly  t o  h old  th e ir  ground but a ls o  t o  gain  stren gth  

and In flu en ce . As a consequence, we now have a dual banking 

system which provides an incomparable system o f checks and 

balances and which fin a n ces  the most tremendous economy the 

world has ever known.

This is  the most e f f i c i e n t  banking system in  the w orld .

It not on ly is  capable o f  fin a n cin g  n a tion a l needs, but is

in sta n tly  resp on sive  t o  l o c a l  needs in  the communities where
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our thousands o f  independent banks operate under th© dual 

system.

N ational banking laws are designed to  meet b a s ic  banking 

needs in any State in  the Union, S tate laws d i f f e r  t o  meet 

s p e c i f i c  con d ition s  and economic s itu a t io n s  w ith in  t h e ir

boundaries.

I t  is  most h e a lth fu l th a t under th is  American system o f 

free  en terp r ise  banks may choose the type o f ch arter under 

which they wish to  op era te . Our banking system is  not yet 

p e r fe c t , and p e r fe c t io n  may never be a tta in e d , but each day 

we can s t r iv e  t o  Improve our system , and t o  make i t  more 

responsive to  the needs o f  the people and o f  the N ation .

That is  p rog ress .

The banking system has undergone many s t r e s s e s  and s t r a in s . 

From Its  swaddling c lo th e s  i t  crep t through the em ergencies 

 ̂o f th© C iv i l  War, stumbled over th© Panic of 1873, waded
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through the d i f f i c u l t i e s  of 1893, survived  the s h o r t - l iv e d  

panic of 1907 and the u n certa in  days o f  the F ir s t  World fa r ,  

took a n in e-cou n t during th a t g rea test ca tastroph e o f  a l l  —  

the breakdown o f  the e a r ly  t h i r t i e s  —  but s t i l l  came out

swinging to  go on t o  the championship.

The breakdown o f the ea rly  t i d i e s ,  of co a rse , brought 

to  a focu s the demand *hIch had e x is te d  fo r  many years f o r  

4  a system o f  d e p o s it  insurance t o  p ro te c t  d e p o s ito rs  in  our 

banks. The f l e x i b i l i t y  which made our banking system great 

a lso  in volved  the r is k  o f bank fa i lu r e  in the event o f l o c a l  

or n a tion a l ca ta strop h e . In most cases these fa i lu r e s  brought 

not only ru in  or d is t r e s s  t o  in d iv id u a l d e p o s ito rs  but d r a s t ic  

damage to  the communities where they occu rred .

You may not r e a l iz e  th at the f i r s t  l e g is la t i o n  fo r  

Federal Insurance o f bank d e p o s its  was advocated in 1886. In
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a l l ,  150 b i l l s  wars in troduced  in to  the Congress f o r  the 

purpose of p rov id in g  d ep osit Insurance b e fo re  enactment o f 

the Banking Act o f 1933*

By that tim e, a f t e r  a p er iod  of 17 years which had seen 

15,145 banks f a i l ,  Congress f e l t  com pelled t o  a ct in the 

n ation a l in te re s t  and created  Federal D eposit Insurance 

C orporation.

For many years the C orporation  operated under p rov is ion s  

of the Banking Acts o f  1933 and 1936 w ith  re s u lts  that are 

fa m ilia r  t o  a l l  o f you.

A b a s ic  rew ritin g  o f  th e  law was enacted a year ago,

on September 21, 1950. Every change in corpora ted  in th is

A ct, th e  fe d e ra l D eposit Insurance Act o f 1950, i s  p o s it iv e

in that i t s  major o b je c t iv e  i s  the p ro te c t io n  o f  d ep os ito rs

in insured banks. I t  Is f o r  the w elfa re  and the b est in te r e s ts  
I"
o f d e p o s ito rs  that the C orporation  was brought in to  being
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and i t  is  f o r  that same purpose that the C orporation , i t s  

personnel and i t s  management devote th e ir  e f f o r t s  and attempt 

to  carry out the purposes of the law and the in ten t o f  Congress 

The s t a b i l i t y  and so lven cy  o f our banking system must 

continue to  p rog ress . Another 1933 would s p e l l  the end o f  

our dual banking system and world deprive  our peop le  o f the 

e la s t i c i t y  and the convenience w ith which they now are served . 

Since Federal D eposit Insurance C orporation  insures a l l  

national banks, a l l  S tate B*nks members of the Federal Reserve, 

and the great m a jority  o f S tate banks not a f f i l i a t e d  w ith the 

Federal R eserve, i t s  scope o f op era tion s is  n a tion -w id e . 

Consequently, our r e la t io n s  w ith  the se v e ra l su p erv is in g  

a u th o r it ie s  need to be c lo s e  and our a c t i v i t i e s  coord in ated . 

Almost w ithout ex ce p tio n , our r e la t io n s  have been most 

c o r d ia l and p r o f i t a b le .  Some d if fe r e n c e s  a r is e ,  o f  ccu rse ,

but they are m ostly  m inor. We a l l  r e a l i z e ,  I b e l ie v e ,  th a t
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our primary o b je c t iv e  is  the same —  to  promote the standards 

o f banking p r a c t ic e s  f o r  the p ro te c t io n  o f the d e p o s ito rs  

and the banks them selves.

The e f fe c t iv e n e s s  o f our jo in t  e f f o r t s  is  shown in many 

aspects o f  recen t banking h is to r y . N ote, f o r  In stan ce , that 

from 191? through 1933 we had In th is  Nation 15,145 bank 

fa i lu r e s ,  o f  which 12,416 were State banks; during the 

seventeen years s in ce  in cep tion  o f  Federal d ep os it  Insurance, 

there have been on ly  341 banks p laced  in  r e c e iv e r s h ip , 319 

o f them State banks.

Fear f o r  th e  future o f  the dual system of banking is  

d is p e lle d  by the fa c t  that during the p er iod  from January 

1, 1946 through August 31, 1951, 575 o f  the 654 banks adm itted 

to  insurance were S ta te -ch a rtered  banks. Like a l l  o f you, 

we not on ly advocate the dual banking system , we a ls o  w r k

con stan tly  t o  perpetuate and t o  improve i t .
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f l i t  PRICE PROGRESS? 18

When i t  was crea ted , the f i  rat duty o f  Federal D eposit

Insurance C orporation  -was t o  re s to re  the con fid en ce  o f  th e  

people o f  t h is  N ation in our banks. That, we b e lie v e , has 

been accom plished. Now the duty devolves to  m aintain that 

con fid en ce , and th a t we can do on ly w ith the coop era tion  o f 

a l l  su p erv isory  a gen cies . We a l l  have common cause and we 

are untrue t o  our tr u s t  I f  we, f o r  one moment, re la x  our 

((| v ig ila n ce  or  d ev ia te  f  rom sound p r in c ip le s  o f  op era tion .

We o f  the Federal D eposit Insurance C orporation  are 

keenly a p p re c ia t iv e  o f  the f in e  support we have had from the 

State su p erv isors  and the o f f i c e r s  o f  th e ir  n a tion a l 

a s s o c ia t io n . We, In tu rn , stand always ready t o  coop era te  

In the In te rest  of sounder banking and d e p o s ito r  s a fe ty . The 

record  we have accom plished jo in t ly  speaks f o r  I t s e l f .

Andrew Lang, in  a cy n ica l mood, wrote some l in e s  a

h
few years aofl. They speak so b e r ly  and se v e re ly  o f  what might
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have been In the banking f i e l d :

"When we have out each o th e r 's  th roa ts  
And robbed each o th e r 's  land;

And turned aurid changed, and lo s t  our c o a ts , 
t i l  Progress is  at stand;

When every  'Program ' has been gone through 
This good old  world w i l l  wake anew.

Instead o f  t h is  Impasse, you State su p erv isors  and we 

in Federal D eposit Insurance C orporation  have e s ta b lish e d  a 

record o f Wi ich  we a l l  can be proud. We share the sound s le e p  

enjoyed by 100,000,000 d e p o s ito rs  in  insured banks. The banks
|
of our Nation are sound beyond preceden t. For t h is ,  we have 

a l l  paid a p r ic e , in e f f o r t ,  in compromise, in y e a rs , and in  

good hard work.

To me, and I b e lie v e  to  you, the Progress is  worth the

P rice .
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