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Mr. Chair m an, I a p p r e c i a t e  t h i s  o p p o r t u n i t y  to  p r e s e n t  our 
views on th e  m a tter  o f  bank payment o f  membership f e e s  and dues  
in d i s c r i m i n a t o r y  c l u b s  and o r g a n i z a t i o n s .

L e t  me s a y  a t  th e  o u t s e t  t h a t  th e FDIC i s  a g a i n s t  any form o f  
d i s c r i m i n a t i o n  based on r a c e ,  s e x ,  n a t i o n a l  o r i g i n ,  r e l i g i o n ,  a g e ,  
handicap or s i m i l a r  c o n s i d e r a t i o n .  We s t r o n g l y  oppose on p r i n c i p l e  
the p r a c t i c e  o f  any bank p a y i n g  bank o f f i c e r s '  membership c o s t s  in  
a p r i v a t e  c l u b  or o r g a n i z a t i o n  t h a t  e n g a g e s  in such d i s c r i m i n a t i o n .

As a m a tter  o f  FDIC p o l i c y ,  Chairman I r v i n e  H. Sprague has  
issued a d i r e c t i v e  b a r r i n g  FD IC payment o f  memberships f o r  FDIC  
o f f i c i a l s  in  c l u b s  w ith  d i s c r i m i n a t o r y  membership p r a c t i c e s .  The 
d i r e c t i v e  a p p l i e s  n o t  o n l y  to  new memberships and r e n e w a ls  b u t  to  
e x i s t i n g  memberships a s  w e l l .

There i s  no q u e s t i o n  t h a t  such d i s c r i m i n a t i o n  i s  m o r a l l y  wrong,  
and even i n d i r e c t  s u p p o r t  o f  d i s c r i m i n a t o r y  p o l i c i e s  i s  r e p r e h e n s i b l e .  
One might a l s o  argue t h a t  a c a s e  c o u l d  be made under e x i s t i n g  law t h a t  
support o f  c l u b  membership i s  i l l e g a l  to  t h e  e x t e n t  t h a t  i t  f o s t e r s  
d i s c r i m i n a t i o n  in employment o p p o r t u n i t i e s  or l i m i t s  a c c e s s  t o  c r e d i t  
by c e r t a i n  b o r r o w e r s .  There i s  some d i f f i c u l t y ,  ho w ever ,  w i t h i n  the  
con tex t  o f  th e  c l u b  membership q u e s t i o n ,  in  d e f i n i n g  t h i s  p a r t i c u l a r  
kind o f  d i s c r i m i n a t i o n ,  q u a n t i f y i n g  i t s  e f f e c t s ,  s p e c i f y i n g  which  
p r a c t i c e s  s ho uld be p r o h i b i t e d ,  and e s t a b l i s h i n g  a means o f  e n f o r c e 

ment. The l a c k  o f  s p e c i f i c  i n f o r m a t i o n  in  t h i s  a r e a  works a d e f i n i t e  
hand i c a p .

SURVEY RESULTS

We were p l e a s e d  to  p a r t i c i p a t e  in your C o m m it t e e ' s  s u r v e y  which  
sought to  d e v e l o p  i n f o r m a t i o n  on c l u b  membership p r a c t i c e s  o f  b a n k s .
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Our FD IC exa m in ers  d e l i v e r e d  your q u e s t i o n n a i r e  t o g e t h e r  with 
our formal r e q u e s t  f o r  resp onse to insured nonmember banks undergoing 
c o m p li a n c e  e x a m i n a t i o n s  in F e b r u a r y ,  Marc h, and A p r i l  1979. Examiners 
from the O f f i c e  o f  th e  C o m p t r o l l e r  o f  the C u r r e n c y  d e l i v e r e d  the 
q u e s t i o n n a i r e  and the r e q u e s t  to  n a t i o n a l  banks u nd ergoing regular or 
c o m p li a n c e  e x a m i n a t i o n s  in A p r i l  1979. T h i s  samplin g t o t a l e d  728 
b a n k s ;  o f  t h e s e ,  701 r et u r n e d  comple te d q u e s t i o n n a i r e s .

Our FDIC D i v i s i o n  o f  Bank S u p e r v i s i o n  and s t a f f  o f  the O f f i c e  of 
th e  C o m p t r o l l e r  t a b u l a t e d  the r e s p o n s e s .  The p r i n c i p a l  f i n d i n g s  
were a s  f o l l o w s :

1 .  Of th e  701 banks r e s p o n d i n g ,  419 r e g u l a r l y  pay membership 
du es in p r i v a t e  c l u b s  and o r g a n i z a t i o n s  on b e h a l f  o f  t h e i r  o f f i c e r s ,  
d i r e c t o r s ,  or e m p lo y e e s .  C o r r e l a t i o n  by a s s e t  s i z e  showed t h a t  the 
l a r g e r  th e  bank th e  g r e a t e r  t h e  l i k e l i h o o d  t h a t  i t  s u p p o r t s  such 
membership.

2. Of t h e . 419 banks s u p p o r t i n g  membership,  164 r ep orted  bank 
p o l i c i e s  o f  n ot  p a y i n g  f e e s  and dues to p r i v a t e  c l u b s  and o r g a n iz a 

t i o n s  t h a t  p r a c t i c e  d i s c r i m i n a t i o n  in  membership.  Seven banks said 
t h a t  t h e i r  p o l i c i e s  are  in w r i t t e n  form .

3. Of th e rem a in in g 255 b a n k s ,  many r e p o r t e d  t h a t  discrimination  
by a p r i v a t e  c l u b  or o r g a n i z a t i o n  would c a u s e  th e  bank to  c ea se  paying 
d u e s .  Some b a n k s ,  however,  demurred on t h e i r  w i l l i n g n e s s  to  withhold 
du es i f  d i s c r i m i n a t i o n  was based on s e x .

4. Of th e 164 banks w i t h  a n t i - d i s c r i m i n a t i o n  p o l i c i e s ,  81

r e p o r t e d  t h a t  t h e y  have some method o f  p o l i c y  e n fo r c e m e n t .  Sixty-seven 
banks s a i d  t h e i r  p o l i c i e s  were review ed by th e  p r e s i d e n t ,  c h i e f  
e x e c u t i v e  o f f i c e r  or o t h e r  management o f f i c i a l  or by th e  board o f
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d i r e c t o r s .  About 10 banks i n d i c a t e d  t h a t  " g e n e r a l "  knowledge" was the means o f  e n f o r c e m e n t .

5. Of th e  419 banks which s u p p o r t  membership,  235 (or 56 p e r 

cent) s a i d  t h e y  would n o t  c o n t i n u e  to  pay dues to a p r i v a t e  c l u b  or 
organization i f  r e l i a b l e  e v i d e n c e  were p r e s e n t e d  i n d i c a t i n g  t h a t  
the club or o r g a n i z a t i o n  m a i n t a i n e d  d i s c r i m i n a t o r y  membership 
p o li c ie s  on th e b a s i s  o f  r a c e ,  r e l i g i o n ,  n a t i o n a l  o r i g i n  or s e x .

Another 105 banks s a i d  t h e y  would c o n t i n u e  to s u p p o r t  membership 
regardless o f  d i s c r i m i n a t i o n ,  and the r em a in in g 79 banks d i d  n o t  
respond.

6. Of th e  banks which i n d i c a t e d  t h a t  t h e y  would c o n t i n u e  to  
support membership in  d i s c r i m i n a t o r y  c l u b s  many s a i d  th e y  would do 
so because o f  b u s i n e s s  c o n s i d e r a t i o n s .  These banks a s s e r t e d  t h a t  
membership in  p r i v a t e  c l u b s  and o r g a n i z a t i o n s  i s  a b u s i n e s s  exp en se  
aimed a t  r e t a i n i n g  e x i s t i n g  c u s t o m e r s  .and d e v e l o p i n g  new ones and 
that t h i s  judgment i s  in d ep en d en t o f  whether or n o t  the c l u b

discr im in ate s  .

I sho uld note  here t h a t  th e s t a t i s t i c a l  v a l i d i t y  o f  some 
responses was a f f e c t e d  by b a n k s'  t r e a t m e n t  o f  c o n t r i b u t i o n s  or 
donations to  such o r g a n i z a t i o n s  a s  th e Boy S c o u t s  or G i r l  S c o u t s .

Some banks made no d i s t i n c t i o n  between such c o n t r i b u t i o n s  and the  
payment o f  membership du es to  p r i v a t e  c l u b s .  T h is  has had some 
e f f e c t  on th e s t a t i s t i c s  o f  t h i s  s t u d y .

CONSIDERATIONS IN POLICY DEVELOPMENT

However, such an o c c u r r e n c e  does p o i n t  up p a r t  o f  th e  dilemma in  
formulating and a p p l y i n g  a f a i r  p o l i c y  c o n c e r n i n g  bank s u p p o r t  o f  c l u b  
membership.
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One must a s k :  I s  i t  in tended t h a t  we f o r e c l o s e  su p p o r t  in 
p r o f e s s i o n a l  o r g a n i z a t i o n s  t h a t  may be t a i l o r e d  to  such groups as 
women bank o f f i c i a l s  or m i n o r i t y  bank o f f i c i a l s ?  I f  we d o ,  is  this 
c o n s i s t e n t  w ith  o t h e r  F e d e r a l  p o l i c i e s  aimed a t  a s s i s t i n g  minority 
or women's banks?

The w orkin gs o f  d i s c r i m i n a t i o n  a r i s i n g  from s u p p o r t  o f  club 
membership and th e  e f f e c t s  on bank employee c a r e e r s  and borrower 
a c c e s s  a re s u b t l e  and d i f f i c u l t  to q u a n t i f y .  Many p e r s o n s  believe 
t h a t  such d i s c r i m i n a t i o n  e x i s t s  and e x e r t s  f o r c e  —  t h a t  a business 
d e a l  d evelo p ed  in a c l u b  l o c k e r  room a f t e r  a t e n n i s  match or a job 
r e f e r r a l  over c o c k t a i l s  a t  th e  c l u b  c a r r y  t h e i r  own s p e c i a l  priority!

Yet  the FDIC has r e c e i v e d  no equal  o p p o r t u n i t y  c o m p la in ts  nor I 
eq u a l  c r e d i t  a c c e s s  c o m p l a i n t s .  I f  we h a d ,  we would have investigati 
r i g o r o u s l y .  There have been no t e s t  c a s e s .  There i s  l a c k i n g  the 
a s s e r t i o n  o f  i n j u r y  by an a f f e c t e d  p a r t y .

OUR RESPQNSIBI LITY

I have s o u g h t  to show th e n e b u l o u s n e s s  o f  th e  c o n c e p t  with whid 
we are d e a l i n g .  In no way do I  i n t e n d  to  imply t h a t  we a t  the FDIC I 
do n o t  r e c o g n i z e  our r e s p o n s i b i l i t y  in t h i s  a r e a .  Far from i t .  Wei 
are a c u t e l y  aware t h a t  in the l a s t  a n a l y s i s  i t  i s  we, th e bank regul 
t o r s  and s u p e r v i s o r s ,  who w i l l  be h e l d  r e s p o n s i b l e  f o r  a ssu r in g  equaj 
o p p o r t u n i t y  in the f i n a n c i a l  i n d u s t r y .

I  want to emphasize th e f a c t  t h a t  we sta n d  f i r m l y  behind our 
commitment.  We a re  prepared to  work w it h  any a g e n c y  in developing  
s t a n d a r d s  and g u i d e l i n e s  and in implementing a m e a n in g f u l  p o l i c y .

We b e l i e v e  t h a t  j o i n t  a c t i o n  i s  n e c e s s a r y .  Any p o l i c y ,  to be 
e f f e c t i v e ,  must a p p l y  a c r o s s - t h e - b o a r d .  We b e l i e v e  t h a t  t h i s  matted
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is an a p p r o p r i a t e  t o p i c  f o r  the F e d e r a l  F i n a n c i a l  I n s t i t u t i o n s  
Examination C o u n c i l  •

Pending t h i s ,  t h e r e  a re  c e r t a i n  s t e p s  t h a t  we a re  now c o n s i d e r i n g  
for u n i l a t e r a l  a c t i o n  on the p a r t  o f  th e F D I C .

F i r s t ,  we are  p r o p o s in g  the i s s u a n c e  o f  a g e n e r a l  FDIC p o l i c y  
statement p u t t i n g  us on r ec o r d  a s  opposed to the p r a c t i c e  o f  s u p p o r t i n g

membership in  d i s c r i m i n a t o r y  o r g a n i z a t i o n s .

Second, we are  r e v i e w i n g  th e p o s s i b i l i t y  o f  FDIC board a c t i o n  on 
a r e s o l u t i o n  which would c a l l  upon bank boa rds o f  d i r e c t o r s  to  adopt  
their own a n t i - d i s c r i m i n a t i o n  p o l i c i e s  in  c l u b  membership s u p p o r t .

F i n a l l y ,  we a re c o n s i d e r i n g  c o l l e c t i n g  i n f o r m a t i o n  on the number 
of women and m i n o r i t y  o f f i c e r s  in i n d i v i d u a l  b a n k s .  Such i n f o r m a t i o n  
would g i v e  us a more p r e c i s e  p r o f i l e  o f  fe m a le  and m i n o r i t y  p r o g r e s s  
in i n s t i t u t i o n s .

Beyond t h a t ,  we would sta nd rea dy to  work w ith  C o n g r e s s  in  whatever  
course you t h i n k  a p p r o p r i a t e .

CONCLUSION

Mr. Ch air m an, t h a t  c o n c l u d e s  my t e s t i m o n y .  I  w i l l  be happy to

answer any q u e s t i o n s .
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