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Ideological work is a social psychological process through which 

individuals seek consistent rationalizations of personal beliefs and actions in die 

midst of contradictory pressures from culture and social structure. This case study 

explores the ideological work o f banking officers from a range of organizational 

contexts in response to the distinct market, community, and regulatory meanings of 

the Community Reinvestmemt Act (CRA), a federal law designed to improve credit 

access for residents of low- or moderate-income communities.

Following a  replication logic for case selection, qualitative data was 

gathered from semi-structured interviews with eighteen Community Reinvestment 

Officers (CROs) in a selection of banks of differing sizes, market orientations, and 

CRA performance records. Additional data was gathered from key informant 

interviews, analysis of industry publications, and participant observation.

The study describes four "motive techniques" in the ideological work of 

CROs. Using techniques of complaint, officers described the specific 

contradictions they faced in their compliance work. CROs described the specific 

ways they managed these contradictions using techniques of avoidance, 

accommodation, and cooption. Based on combinations of these techniques, and 

influenced by contextual variables of officer background, officer position, 

organizational size, and organizational orientation to place, four motive "strategies"

-  Community Banker, Old School Banker, CRA Advocate, and CRA Product 

Specialist — are identified. Implications of each strategy for the justification of 

compliance behavior are explored.
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The CRA Product Specialist strategy, used by officers at very large banks to 

describe special “CRA Lending” efforts, is of concern as a form of ideological 

artifact that may gain legitimacy due to the rapid concentration and centralization of 

the banking industry. Following insights from critical and interpretive traditions in 

socio-legal studies, this study suggests that the production of ideological work 

often enables officers to absorb the logic of community into the actuarial framework 

of the banking industry. This process shields the actuarial logic of the banking 

industry behind privatized forms of self subsidy that may contradict the regulatory 

intent of the CRA and weaken, rather than strengthen, organizing efforts in low 

income or minority income neighborhoods.
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I. Introduction

I f  we don't keep the communities stable and do our share of low- 
and moderate-income lending, we are in the long run hurting our 
own profitability. If the communities around the banks go down, 
then of course the banks are not going to fare well, and so we think 
community development and community projects are extremely 
important and we put a lot of time, effort, energy, and money into 
them.

Ornette Smith
Community Reinvestment Officer,
Multistate Bank1

Inspired by federal Community Reinvestment Act regulations, bank 

officers, like Ornette Smith, have come to recognize that credit can and should be 

provided for people who have traditionally been locked out of the economic 

mainstream. More and more bankers are talking about community reinvestment as 

an activity in which banks are able to "do well by doing good." This new thinking 

offers guarded hope to citizens and organizers in economically disadvantaged 

communities. It also raises interesting social scientific questions about how bank 

officers like Ornette Smith arrive at their commitment to community development- 

oriented lending in the midst o f  seemingly contradictory pressures from within the 

banking industry to maximize profit. Furthermore, the seemingly progressive 

verbal response of officers like Smith sparks curiosity about the relationship 

between what these officers say and what their banks do to improve credit access 

for all who want it.

1 In order to  gain access to  Comm unity Reinvestment Officers and comply with Human Subjects 
requirem ents at the University of Denver, I had to ensure confidentiality for my interview subjects. 
For this reason, I have used pseudonym s for the officers, their banks, and cities in the study.

1
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This study is an analysis of bankers' vocabularies of motive and an 

exploration of the relationship of motive to regulatory compliance. As a 

sociological analysis of motivation it differs from a more psychologically-oriented 

approach to the topic in which motivation is viewed as an intra-psychic 

phenomenon developed through the interplay of conscious and unconscious 

processes. This sociological analysis, while recognizing that motivation may be 

certainly an intra-psychic process, locates these intra-psychic occurrences within the 

social context in which they form and develop. As C. Wright Mills once wrote: 

"The differing reasons men [sic] give for their actions are not themselves without 

reasons" (1940:904). Rather than viewing motivation as a "fixed" element within 

individuals, Mills suggested that "vocabularies of motive" are socially situated, and 

that analysis of these vocabularies would clarify the relationship between cultural 

and social structural influences on behavior.

Bennett Berger (1981) coined the phrase "ideological work" to describe the 

process in which individuals try to legitimate their actions, for others as well as 

themselves, when they recognize a discrepancy between their actions and personal 

beliefs. When people engage in ideological work, they "yield some ideological 

ground to the pressures of social structure and other circumstances (while yet 

attempting to maintain some consistency in what they believe they believe)" 

(1981:190).

The subjects of this study, Community Reinvestment Officers (CROs) in 

the banking and savings and loan industries,2 face this type of intense pressure

2 Throughout this study, both the banking and savings and loan industries are discussed without 
reference to the differences between them. Although there are differences between these industries, 
both banks and thrifts must comply with the Community Reinvestment Act and research

2
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from social structural circumstances. CROs are responsible for a range of 

compliance activities including identification of the credit needs of low- and 

moderate-income neighborhoods and encouraging bank efforts to provide credit in 

underserved communities. Community Reinvestment Officers must know enough 

about finance to identify why a particular loan is reasonable or not, but they are 

usually not the individuals involved with the processes of credit analysis or decision 

making. This study analyzed the ideological work of CROs in the city of Cold 

Spring,3 a large metropolitan area in the midwestem United States with a full range 

of banking and savings and loan organizations.

Research with CROs offered a unique opportunity to analyze ideological 

work because the CRO role requires officers to manage divergent systems of 

meaning, or what Friedland and Alford (1991) call "contradictory institutional 

logics." These contradictory logics include: 1) an industry-based logic 

emphasizing investment, profit, and growth; 2) a regulatory-legal logic emphasizing 

formal procedure, standardization, and rule adherence; and 3) a community-oriented 

logic based on shared identity, use values, and stability.4 Complicating the picture 

further, banks of different types and sizes employ different occupational strategies 

for determining who will represent the bank in this inter-institutional juggling act of 

the CRO role.

interviews for this study were undertaken with personnel from both types of depository 
institutions.
3 A pseudonym. More information about the research setting is found in Chapter Four.
4 Several studies in the professions literature have examined ideological work from a similar 
perspective. Schevitz (1979) examined how scientists and engineers rationalized their war 
supporting efforts during the Vietnam era. Granfield (1992) examines how Harvard law school 
students manage the crisis of legitimacy that emerges as a consequence of choosing employment at 
large corporate law firms. Larson (1977) describes how the process o f  professional socialization 
transforms social structural constraints into ideological understandings in the minds of professional 
workers.

3
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While research on vocabularies of motive has provided wonderful insights 

into how individuals manage micro-level crises of legitimacy, often the macro-level 

implications of the process of ideological work have been pushed to the back 

burner. In this study, I describe the structural and cultural contexts in which these 

vocabularies gain their legitimacy and are then readily available for broader use as a 

form of legitimate ideological artifact. Ideological work is understood not only as a 

process in which individuals grapple with contradictory systems of meaning, but 

also as part of a process in which ideological tools are produced and gradually 

legitimized.

As a study of regulatory compliance, this study builds on the interpretive 

tradition in socio-legal studies and places emphasis on the interpretation of 

regulatory meaning rather than on the analysis of regulatory clarity or enforcement 

style. Regulatory research has most often been concerned with solving practical 

problems concerning the effectiveness of different governmental strategies for 

creating and enforcing regulation. While regulatory scholarship has delved into 

issues of rule ambiguity (Hawkins and Thomas 1989, 1984; Gunningham 1987), 

these efforts have focused on the role of the regulatory agency in reducing this 

ambiguity. The interpretive process associated with compliance on the part of the 

regulated business is taken for granted rather than investigated in further detail. As 

Reichman (1991:6) notes: "The regulatory agencyAaw enforcement perspective that 

has organized much of the regulatory scholarship about the consequences o f rule 

ambiguity produces a somewhat myopic vision of regulatory practice." The 

positivist, behavioral-outcome orientation of most regulatory research has been 

unable to see compliance as a socially constructed process (Hawkins and Thomas 

1989:11). Following the interpretive work of scholars such as Manning (1987;

4
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1989) and Silbey (1984), I believe the subjective elements of compliance are of 

great importance in explaining how and why banks respond differently to 

regulatory rules, or how banks may effectively alter the meaning of regulatory 

rules.

In addition, this study builds on insights from critical legal studies and other 

conflict-oriented traditions that emphasize how societal definitions of acceptable 

behavior are biased in favor of those in power. Critical analysts view behavioral 

rules (including laws and regulations) and the motives that accompany them as 

strategic resources in the reproduction of power relations in society. People in 

positions o f power may, through use of vocabularies of motive, be able to influence 

the behavioral environment in which they operate and thus ensure that their 

behavior be judged as legitimate by society. As a critical analysis of vocabularies of 

motive, this study investigates the degree to which motives are employed, 

consciously or unconsciously, to reproduce patterns of domination in society 

(Ewick and Silbey 1995).5 Through analysis o f the beliefs and actions of the 

regulated, rather than regulators, this study provides insight into the texture and 

form of regulatory compliance. Behavior in this study is viewed in all its 

complexity as a result of socially negotiated meanings embedded in and conditioned 

by durable structures of power, inequality and social control.

5 In their work, both M ills and Burke criticize the economic or sexual/libidinal "motive 
m ongering" endemic to the Marxian and Freudian perspectives. By stating that motives in this 
study will be viewed critically, I am not stating that I reduce all motives to their economic 
underpinnings. However, I do not rule out economic pressures as significant factors that may 
influence vocabularies o f  motive.

5
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I I . The CRA and  its R egulatory F ram ew ork

The Community Reinvestment Act provides a unique case study of the

relationship between regulatory policy and changing political and economic

circumstances. While the law has been on the books since 1977, its lax

enforcement during the 1980s gave it marginal significance for the banking industry

relative to other forms of regulation. Paradoxically, however, the deregulation of

the banking industry contributed to an increased relevance of the CRA and its

regulatory framework for the banking industry in recent years. In this brief history

o f the CRA, I provide some background on how this counterintuitive relationship

between deregulatory policy and a stronger CRA came to exist.1

During the 1970s, civil rights concerns and public sentiment mobilized

around previously unchallenged forms of discrimination — "redlining" and

disinvestment in minority or low income neighborhoods. Black's Law Dictionary

defines redlining as "a pattern of discrimination in which financial institutions

refuse to make mortgage loans, regardless of credit record of the applicant, on

properties in specified areas because of alleged deteriorating conditions" (Black's

1990:1279). Senator William Proxmire, sponsor of the Community Reinvestment

Act, offered this explanation of redlining:

By redlining let me make clear what I am talking about, I am talking 
about the fact that banks and savings and loans will take their 
deposits from a community and instead o f reinvesting them in that 
community, they will invest them elsewhere, and they will actually 
or figuratively draw a red line on a map around the areas of their 
city, sometimes in the inner city, sometimes in the older

1 M ore lengthy review s o f  the CRA and its legislative and regulatory history include Brandel and 
Teitelbaum 1994; Overby 1995; Schrader 1992; Garwood and Smith 1993; and Alvarado 1993.

6
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neighborhoods, sometimes ethnic and sometimes black, but often 
encompassing a great area of their neighborhood (Proxmire 1977 
cited in Brandel and Teitelbaum 1990:1279).

The term "disinvestment" was applied to a cycle set in motion when banks 

accept deposits from within an inner city neighborhood and then choose to invest 

these funds in more affluent, faster growing, often suburban areas. Community 

groups charged that this cycle depleted the financial resources of urban 

neighborhoods, particularly inner city neighborhoods undergoing racial change or 

near areas with large minority populations. Community and civil rights 

organizations believed that the lending practices of banks promoted the subjective 

characterization of neighborhoods as "on the way down" thus creating a self 

fulfilling prophecy resulting in neighborhood decline (Brandel and Teitelbaum 

1994:1-7).

The CRA was enacted by Congress in 1977 in response to pressure from 

community and civil rights organizations concerned with these redlining and 

disinvestment practices. Two years prior to its enactment, Congress had already 

begun to address the redlining issue with passage of the Home Mortgage Disclosure 

Act (HMDA). That law required banks to publicly disclose where their home 

mortgage and home improvements loans had been made, by census tract, including 

loans made by the bank and those purchased from other lenders. This information 

was intended to "provide the citizens and public officials of the U.S. with sufficient 

information to enable them to determine whether depository institutions are filling 

their obligations to serve the housing needs of the communities in which they are 

located" (HMDA of 1975, P.L. 94-200).

As a law concerned with both redlining and disinvestment, the CRA was 

passed despite significant concerns among bankers that it represented a form of

7
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"credit allocation." Bankers at the time were convinced that the federal government 

was claiming the right to tell bankers how to lend their money, thus disrupting the 

"normal flow of capital from areas of excess supply to areas of strong demand" 

(Garwood and Smith 1993:251). As originally enacted, the CRA (P.L. 95-128, 12 

U.S.C. §2901) stated that:

(1) regulated financial institutions are required by law to demonstrate that 
their deposit facilities serve the convenience and needs of the 
communities in which they are chartered to do business;

(2) the convenience and needs o f communities include the need for credit 
services as well as deposit services; and

(3) regulated financial institutions have a continuing and affirmative 
obligation to help meet the credit needs o f the local communities in 
which they are chartered.

Interestingly, the CRA reaffirmed principles that had already been part of 

banking regulation, but had been weakly enforced. The notion that banks should 

serve "the convenience and needs" of their communities was already present in 

federal laws governing deposit insurance, bank charters and bank mergers 

(Garwood and Smith 1993). The Bank Holding Company Act, enacted in 1956, 

required the Federal Reserve Board to conduct a three-part evaluation of proposed 

acquisitions or mergers. This evaluation consisted of: 1) a competitive analysis, to 

ensure that a monopoly would not be created by the merger; 2) a safety and 

soundness evaluation that addressed the financial and managerial resources of the 

parties to the proposed transaction; and 3) a convenience and needs inquiry, to 

determine whether the proposed merger would adversely affect the convenience and 

needs o f the local community in which the banks operate (Schrader 1992:336). In 

banking regulation prior to the CRA, this third "convenience and needs" inquiry 

was only conducted in situations where a merger was considered safe, but

8
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regulators needed to justify the potentially anti-competitive aspects o f the 

transaction. A ruling in the 1963 United States v. Philadelphia National Bank case 

led to amendments of the Bank Holding Company Act allowing otherwise 

noncompetitive mergers to be lawful if their adverse competitive effects were clearly 

outweighed by their beneficial effects in meeting the convenience and needs of the 

community to be served (Schrader 1992:335).

At the time of its debate in Congress, the CRA represented a major step 

forward for low-income and minority communities. Banks and thrifts would be 

required by law to serve a much broader market range. Residents of low-income 

neighborhoods would have increased access to the credit needed to start a small 

business or buy a home. The laws as enacted, however, provided extremely weak 

mechanisms to enforce reinvestment lending (McCluskey 1983; Alvarado 1993).

In addition, the law’s ambiguous wording left reinvestment definitions and 

standards largely in the hands of the regulated, rather than in the hands of 

regulators. In the period from 1977 to 1989, regulatory agencies did not outline 

specific standards for banks to meet their CRA responsibilities. Banks were 

required to prepare a CRA statement in which they delineated a community and 

provided information on the credit products offered in that community. However, 

it was entirely up to the bank how it delineated its community, and depending on 

how broadly the community was drawn, this resulted in a range of responses. 

Regulators had no tools with which they could compare the CRA responses of 

banks of different types in different regions (Alvarado 1993).

The CRA has one sanction available to be used with a noncompliant bank: 

federal regulators were given the power to deny a bank's application for expansion 

o r merger based on a bank's failure to meet the credit and convenience needs of its

9
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communities. On the surface, this appears to be a strong punitive sanction. 

However, in 1989, federal officials testified that only 10 of 50,000 expansion 

applications since the law was implemented were rejected because o f poor 

community reinvestment performance (Guskind 1989:2641). The American 

Banker compared these odds to the odds of tossing a coin and having it come up 

heads thirteen times in a row (Guskind 1989). While the law was intended to 

revitalize aspects o f banking law favoring attention to the credit needs of local 

communities, during the first decade of CRA enforcement, these principles 

continued to be weakly enforced.

The deregulation of financial services, based primarily on two laws in the 

early 1980s,2 encouraged the merger and acquisition process in two primary ways, 

setting the stage for the CRA to take on increased relevance for regulators and the 

banking industry. First, deregulation removed significant differences between 

commercial banks and savings and loans, increasing the overall competition for 

banking services in specific markets. Mergers became easier because regulators 

were less concerned with the creation of anti-competitive situations, since 

commercial banks and savings and loans now shared the same markets. Secondly, 

banks and savings and loans experiencing financial difficulties could use mergers to 

escape problems of inadequate capital or depressed earnings. Even for healthy 

banks, mergers came to be regarded as effective ways to increase earnings through 

economies of scale in administrative expenses (Cohen 1992; Schrader 1992). State 

legislatures contributed to the increase in merger activity in the 1980s with 

enactment o f laws allowing interstate banking. Since 1975,46 states and the

2These laws were the Depository Institutions Deregulation and Monetary Control Act (DEDMCA) 
o f  1980 and the G am -St. Germain Depository Institutions A ct of 1982.

10
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District of Columbia have passed legislation enabling interstate acquisition of banks 

(Chazdon 1991).

While the banking industry began to increase its consolidation, the Reagan 

Administration began its phase-back of federal housing and community 

development programs. Federal appropriations for housing dropped from $32 

billion in 1978 to $15 billion in 1982 and under $10 billion by 1988. Funding of 

the Community Development Block Grant program also was cut during the 1980s, 

although not as much as HUD's housing programs (Metzger 1991).

The increase in merger activity combined with the decline in federal support 

for community development activity spurred community organizations to action, 

and increasingly, the CRA was used as a tool for local protest. The denial of an 

expansion request to Continental Illinois in 1987 sent shock waves through the 

banking industry that federal regulators were beginning to take lax compliance 

records seriously. At the same time, views of policy experts,3 suggesting that the 

enforcement mechanisms of the CRA were ineffective and needed to be replaced 

with clearer performance standards, began to attract serious consideration in 

Congress and the regulatory agencies.

In 1989, the Financial Institutions Reform, Recovery and Enforcement Act 

(FIRREA),4 also known as the savings and loan bailout law, made important 

changes to both the CRA and the HMDA. The four federal regulatory agencies 

with oversight responsibilities for bank and savings and loan regulation identified

3 For example of policy analyses conducted during the 1980s, see Shellie (1987), McCluskey 
(1983) or Mortimer (1981)
4 In this dissertation there are many references to laws, programs, and organizations that use 
acronyms. Appendix E is a glossary of these acronyms.

11
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twelve "performance factors" on which banks would be evaluated.5 These 

performance factors are as follows:

(1) Activities conducted by the institution to ascertain the credit 
needs of its community, including the extent of efforts to 
communicate with members of its community regarding the 
credit services being provided by the institution.

(2) The extent of the institution’s marketing and special credit- 
related programs to make members of the community aware of 
the credit services offered by the institution.

(3) The extent of participation by the institution's board of 
directors in formulating the institution’s policies and reviewing 
its performance with respect to the purposes of the Community 
Reinvestment Act.

(4) Any practices intended to discourage applications for types of 
credit set forth in the institution's CRA statement.

(5) The geographic distribution of the institution's credit 
extensions, credit applications, and credit denials.

(6) Evidence of prohibited discriminatory or other illegal credit 
practices.

(7) The institution’s record of opening and closing offices and 
providing services at offices.

(8) The institution's participation, including investments, in local 
community development and redevelopment projects or 
programs.

(9) The institution's origination of residential mortgage loans, 
housing rehabilitation loans, home improvement loans, and 
small business or small farm loans within its community, or 
the purchase of such loans originated in its community.

(10) The institution's participation in govemmentally insured, 
guaranteed, or subsidized loan programs for housing, small 
businesses, or small farms.

5 These four agencies are the Federal Reserve Bank (Fed), the Office of the Comptroller of the 
Currency (OCC), the Federal Deposit Insurance Corporation (FDIC), and the Office of Thrift 
Supervision (OTS).

12

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



(11) The institution’s ability to meet various community credit 
needs based on its financial condition and size, and legal 
impediments, local economic conditions, and other factors.

(12) Other factors that, in the agency's judgment, reasonably bear 
upon the extent to which an institution is helping to meet the 
credit needs of its entire community. (Federal Financial 
Institutions Examination Council 1992).

The Federal Financial Institutions Examination Council, an interagency 

body created to promote uniform examination procedures, grouped these twelve 

factors into five "performance categories" for regulatory examination purposes. 

These categories are:

(1) What the institution does to ascertain community needs;

(2) How the institution markets products and what types of 
credit are offered and actually extended;

(3) Where the institution makes loans and where has placed 
offices or closed them;

(4) Whether evidence of discrimination or other illegal credit 
practices exists; and

(5) To what extent the institution participates in community 
development.

Also among these changes was a new rating system that identified four 

levels of CRA performance: Outstanding, Satisfactory, Needs to Improve, and 

Substantial Noncompliance. Combined with the new rating system was the 

requirement that banks and thrifts publicly disclose their "scores" from these federal 

regulatory' examinations and maintain public "CRA files" in which these regulatory 

reports, as well as correspondence and responses to regulatory evaluations from 

community organizations, are kept. Prior to FIRREA, regulatory rating criteria 

were not public and virtually every lender received a passing grade.
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At the same time, HMDA mortgage lending information was made more 

accessible to the public by creation of data depositories in each metropolitan area 

and by computerization of HMDA data by the Federal Financial Institutions 

Examination Council. Availability of computerized data enabled researchers, 

journalists, and community organizations to perform more sophisticated analyses of 

mortgage lending patterns in low-income and minority communities. In October of 

1991, the Federal Reserve Bank issued a study that showed that rejection rates for 

conventional mortgages were 33.9 percent for Blacks, 21.4 percent for Hispanics, 

22.4 percent for American Indians, 12.9 percent for Asian-Americans and 14.4 

percent for Whites. The pattern was similar even when applicants were grouped by 

income (Canner and Smith 1991).

The Federal Reserve's study became part of a history of social scientific and 

journalistic research on discriminatory lending practices — a history that began in 

the mid-1970s when anti-redlining laws were enacted. "Community investment 

research" began as an effort to quantify the degree of loan discrimination that has 

occurred in American cities (Pogge and Flax-Hatch 1991; Nash 1989; Dedman 

1989; Dunham et al. 1989; Schlay 1988). This research has documented severe 

geographic inequities of credit access. In turn, this research, has been used by 

community organizations to pressure depository institutions into establishing CRA 

agreements. As a result, HMDA data has become the major building block of 

community protests under the CRA (Chazdon 1991).

During the pre-1989 period when federal regulators did little to enforce the 

CRA, many benefits o f the law were gained as a result of community activism. The 

CRA permitted community groups to file formal "CRA Challenges" against banks
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and thrifts. Grassroots organizational networks such as ACORN,6 the Center for 

Community Change, and the National Training and Information Center have 

mobilized local groups to take the CRA battle to the streets. Although community 

challenges rarely resulted in regulatory denials of expansion requests, the challenge 

process has allowed community organizations to negotiate lending commitments 

directly from depositoiy institutions. The result has been millions of dollars of loan 

funds targeted specifically to low-income and minority neighborhoods and a new 

awareness on the part of some banks and bankers that profit and goodwill can be 

earned through what has come to be known as "community lending."7

Since FIRREA, community organizations have continued to play a key role 

in CRA enforcement. Groups like ACORN, that are oriented toward organizing 

and activism, continue to monitor banks through inspection of their CRA files. If 

these groups believe a bank is acting irresponsibly in their community lending 

practices, they file protests with federal regulators when expansion applications are 

submitted. Other community organizations, known as community-based 

development organizations (CBDOs) or community development corporations 

(CDCs), also are involved with CRA to the degree that they assemble financing and 

often construct community development projects. These nonprofit developers have 

are often viewed as vital partners, rather than as militant troublemakers, by bank 

community lending officers, because of their professionalism and business-like 

approach to community development issues.

6 A CO R N , the Association of Community Organizations for Reform Now, is a national network 
of com m unity groups that have been among the strongest proponents o f  tigher federal enforcement 
o f CRA. At the local level, ACORN has organized CRA protests against several local banks and 
savings and loans. ACORN chapters are known for their militant tactics, a  point discussed further 
throughout this study.
7 See Squires 1992 for an overview and comparison o f community responses to disinvestment in 
several cities.
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In a recent review of federal CRA enforcement policy, Garwood and Smith 

(1993) found that from January 1 to September 30, 1992, 13% of banks and 

savings and loans rated received an Outstanding rating, 77% received a Satisfactory 

rating, 9% received a Needs to Improve rating, and 1% received a Substantial 

Noncompliance rating (Garwood and Smith 1993:258). The authors suggest that 

the vast majority of banks receive the satisfactory rating because that category is 

sufficiently broad to include both banks with good CRA performance and those 

with marginal, but still satisfactory, records. They also suggest that community 

organizations see a contradiction between these results and public data from the 

Home Mortgage Disclosure Act that often points to severe inequities by race in the 

lending practices of banks that receive satisfactory, or even outstanding, CRA 

ratings.

Community activism, the continued bank consolidation trend, and the new 

rating and disclosure requirements of the CRA have created a new type of 

regulatory stress for banks (Schrader 1992; Cohen 1992). It is an intriguing 

paradox to note that banking deregulation is among the most important reasons that 

the CRA and its regulatory framework has come to be taken as seriously as it has in 

the industry. In a environment in which mergers and acquisitions are increasingly 

desirable, it is clearly in a bank's best interest to earn a favorable CRA rating and 

avoid the negative publicity a CRA protest or less than favorable rating would 

bring. Many banks have responded by increasing the visibility of community 

lending programs and other efforts to comply with the law. As this stress has 

grown, the role of the CRA compliance officer has gained significance. Many 

larger banks and thrifts have hired individuals with backgrounds working for 

nonprofit community organizations rather than in banking in order to assist with
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CRA compliance. In small banks, existing officers have taken responsibility for 

CRA compliance upon themselves, adding to the substantial burden they already 

face in complying with banking regulations of all kinds. The regulatory burden 

facing small banks is so severe that efforts were made in Congress during 1992 to 

limit CRA examinations to banks with over $100 million in assets The effort did 

not succeed, although a continuous stream of proposals to exempt smaller banks or 

banks operating in small towns has been introduced (Overby 1995:1520).

In addition, public policy analysts such as Swire (1995) and Klausner 

(1995) continue to recommend differing strategies for improving CRA compliance. 

Swire shifts the focus to borrowers rather than lenders, suggesting that many low 

income people have had little incentive to invest in their own creditworthiness, so 

public policy should address the creditworthiness issue more directly. Klausner 

takes an economistic approach, suggesting that a system of "tradable obligations" 

for CRA should be created so that banks can buy and sell CRA "quotas" from each 

other, creating better market conditions for community development lending.

Community Reinvestment Officer Responsibilities

Despite a steady stream of complaints from different sectors of the banking 

industry, many banks and bankers have come to view the CRA as a fact of life, 

aggressively pursuing their CRA efforts and positive regulatory reviews. 

Community-minded bankers suggesting that "CRA is just good business" have 

been featured in banking and public policy journals (Smith 1989, Bumeko 1989, 

Kollias 1988) offering specific recommendations for creation of successful CRA 

programs. In a survey project designed to find out what it takes for a bank to
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achieve an outstanding CRA rating, Rose (1994) identified the following techniques 

used by outstanding rated banks to improve their CRA performance:

T ab le  2.1

T echn iques o f O u tstand ing  CRA R ated  B anks (Rose 1994:58)

P e rc e n t o f  S u rv e y e d  
T o p -P e rfo rm in g  B a n k s

c h n iq u e s  C itin g E ach  T e c h n iq u e

A. Strongly encourage bank employees to become involved
in com m unity affairs. 100%

B. Sponsor com m unity events regularly. 100
C . A dvertise regularly to promote community events and activities. 94
D. Include inform ation about the bank’s CRA policies in

training program s for all employees. 89
E. M ake a special effort to determine whether the bank's

services are advertised effectively through the local community. 89
F . Open bank facilities for community groups to have meetings there. 83
G. Periodically review the locations o f loans made and/or rejected 

to see w hether som e community areas are being neglected or whether
discrim inatory lending might have occurred. 83

H. Form panels o f  customers or conduct regular custom er surveys on
the quality  o f  bank services and community activities. 78

I. M ake fair lending one o f the bank's primary strategic goals. 67
J. Review  lending standards periodically to see whether they unreasonably

disqualify urban or lower-income minority applicants. 61
K. Hire o r prom ote members o f  minority groups to occupy significant

positions inside o f the bank. 56
L. H old hom e-buyers educational seminars to teach potential home-loan

custom ers how to qualify. 39
M . Recognize outstanding community leaders and young people through

awards or special programs. 39

Depending on their position with their banks, the individual designated as

the Community Reinvestment Officer (CRO) may be involved with all of these 

activities. At minimum, the CRO is responsible for documenting a bank's efforts to 

address all twelve of the CRA assessment factors, and for the CROs interviewed in 

this study, this documentation process was typically how they spent most of their 

time. CROs must ensure that their bank has adequate documentation to show its 

efforts to ascertain community credit needs, to show the geographic distribution of
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its lending activities, and to show its participation in community development 

projects or programs. The documentation cited as most consistently burdensome is 

the geographic coding of mortgage loans by census tract required by the Home 

Mortgage Disclosure Act. This data is particularly important, however, in order for 

banks engaged in mortgage or home equity loan activity to analyze their lending 

patterns geographically and describe efforts to take corrective action if indicated by 

the data.

Beyond the documentation issue, CROs also bear the responsibility of 

coordinating efforts within their banks to delineate and provide credit to low-income 

and minority communities, and this has a wide range of implications for banks and 

savings and loan organizations of different sizes, types, and locations. In 

conducting the interviews for this study I learned early that wide latitude exists not 

only in how CROs view their job responsibilities, but also in terms of how banks 

distribute responsibility for CRA-oriented activities among their personnel. The 

designation "CRA Officer" exists in banks because of their need to have a lead staff 

member in charge of contact with the public and with regulatory personnel, but 

banks have a variety of strategies to determine who should take on this role and in 

which division of the organization this person should operate.8

A job characteristic that all CROs share is the need to be knowledgeable 

about the range of public and non-profit sector "credit enhancements" available to 

lenders and community organizations to close the "financial gaps" that exist for 

lending in low income communities (Riesenberg and Line 1989). Much of the 

training offered to CROs by the four federal regulatory agencies emphasizes the

8 1 discuss the issue of structural location o f CROs further in the "Theoretical Foundations" and 
"Methodology" chapters below.
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array of federal, state, and local programs that can subsidize the lending process to 

make it more desirable for profit-seeking organizations. A  training publication 

designed for CROs suggests that there are four principal financial gaps that prevent 

many community development loan proposals from meeting a lender's underwriting 

standards. These are: 1) high risk, in which there is too little likelihood that the 

loan principal will be recaptured; 2) low return to investors; 3) low profitability, or 

inadequate return to the lender; and 4) interest rate risk, in which interest rates are 

likely to fluctuate over the term of a loan, resulting in loss o f interest income to the 

lender.

CROs, while usually not the banking officials to underwrite loans, must be 

able to recognize which o f these gaps is present in an affordable housing or 

community development loan request and be able to identify which sources of 

subsidy (or "community assistance" as Riesenberg and Line (1989) identify it) best 

address this gap. These subsidies range from federal income supplement programs 

for individual applicants to state or local development bonds to federal loan 

guarantees through agencies such as the U.S. Department o f Housing and Urban 

Development (HUD), the Small Business Administration (SBA), the Economic 

Development Administration (EDA), or the Federal Housing Administration 

(FHA).

The federal secondary market agencies also play a key role in Community 

Reinvestment Act compliance, specifically for those banks that make mortgage 

loans. Secondary market agencies such as the Federal National Mortgage 

Association (Fannie Mae), and the Government National Mortgage Association 

(Ginnie Mae), purchase mortgage loans from banks and other mortgage lenders and 

re-sell these loans in the form of mortgage-backed securities to investors.
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Typically, banks and savings and loans participate in secondary market activity by 

selling their loans to secondary market agencies, but banks and savings and loans 

can also purchase mortgage-backed securities from secondary market agencies as 

part o f their investment portfolio.

Beyond knowledge of subsidy programs, CROs must network with a range 

of local government officials and representatives of nonprofit community-based 

development organizations (CBDOs) with whom the bank can "partner" in 

community development lending activity. CBDOs are organizations, usually 

organized as nonprofit, whose missions are to build homes, offices, commercial 

centers, and to increase job opportunities within economically straggling 

neighborhoods or rural communities. CBDOs often link public and private sources 

of capital to reconcile the production or growth orientation o f government and the 

private sector with the more community-oriented goals of local residents in local 

economic transformation and the strengthening a neighborhood's social fabric.
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III. CRA Compliance as Institutional Contradiction

The motivational structures of individuals and the patterns of their 
purposes are relative to societal fram es.. .  Recently, Talcott Parsons 
has indicated, by reference to differences in actions in the 
professions and in business, that one cannot leap from "economic 
analysis to ultimate motivations; the institutional patterns always 
constitute one crucial element of the problem. It is my suggestion 
that we may analyze, index, and gauge this element by focusing 
upon those specific verbal appendages of variant institutionalized 
actions which have been referred to as vocabularies of motive (Mills 
1940:911).

Mills's goal for the study of motive was to connect the differing reasons 

people give for their actions with specific institutional circumstances. His 

conceptualization of motive directs research to explore the relationship of different 

types o f  social-psychological rationalization schemes to normative, as well as social 

structural contexts. Unfortunately, the historical dualism between interpretive and 

positivist approaches has encouraged many social scientists to emphasize either 

social-psychological rationalization schemes, normative or cultural contexts, or 

social structural contexts without sufficient attention to the linkages between the 

individual-level meanings and the cultural and social contexts in which they form 

and develop.

Following interactionists such as Fine (1990) and many scholars in socio- 

legal studies (Silbey 1992; Scheppele 1988, Harrington and Merry 1988; Silbey 

and Sarat 1987; Cobb and Rifkin 1991), I strive in this study to integrate elements 

o f interpretive and positivist traditions by combining insights from two interpretive 

traditions in sociology, symbolic interactionism and "neo-institutional" 

organizational theory, with a more positivistic attention to the social structural and
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geographic contexts, such as organizational size, orientation to place, organizational 

role/position, and officer background, in which these interpretations arise. Critical 

theories of ideology and law, described in more detail in the conclusing chapters of 

this study, are used to bridge the gap between meaning and structure.

The Meaning of Institutional Contradiction

The concept of the "institution" in social science often confuses more than 

clarifies, especially in the field of organizational studies where the normative usages 

o f the term (i.e. capitalist enterprise as an institution) compete with the more 

tangible uses of the term (a savings and loan as an institution). For this reason,

I've totally avoided any non-normative use of the term  in this study. The normative 

concept of institution has been a source of great comfort for sociologists not sold on 

the purely positivist emphasis on rational, utilitarian notions of social life. 

According to Peter Berger (1963): "institutions provide procedures through which 

human conduct is patterned, compelled to go, in grooves deemed desirable by 

society. And this trick is performed by making these grooves appear to the 

individual as the only possible ones" (Berger 1963:87).

Typically, institutions are understood as normative pathways that guide 

behavior and belief in an unreflective, almost instinctual manner to ensure 

continuity in society. Institutions, and institutionalized behavior are therefore 

durable and relatively difficult to change because of their self reinforcing 

tendencies.

Most importantly, the analysis of institutions directs attention to non-rational 

influences in individual and organizational life. In contrast to rational actor models 

o f behavior, institutional approaches begin with the presupposition that humans are
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cultural beings that do not respond in an instrumental fashion to external stimuli. 

The interpretive process between stimulus and response is a critical link in the 

analysis of behavior, and institutionalists suggest that these interpretations are 

influenced by durable systems of meaning.

Institutional analysis in organizational studies has historically been intended 

as a corrective to the rationalistic, goal-oriented bias of much of the literature in 

organizational behavior (and regulation) that divorces the understanding of behavior 

from its cultural and historical context. Dimaggio and Powell suggest that this 

perspective "emphasizes the ways in which action is structured and order made 

possible by shared systems of rules that both constrain the inclination and capacity 

of actors to optimize as well as privilege some groups whose interests are secured 

by prevailing rewards and sanctions" (Dimaggio and Powell 1991:11). The "neo- 

institutional" literature emphasizes how organizations respond to external normative 

pressures. Among the most important insights of authors in this tradition is the 

notion that organizations devote significant energy to the goal of legitimacy, often 

by creating symbols and rituals, and that these actions do little to address technical 

goals (Meyer and Rowan 1977).

As an example of neo-institutional research, Edelman (1991,1992a) 

recently demonstrated how organizations respond to the challenge of equal 

opportunity laws with creation of formal Affirmative Action positions and offices as 

visible symbols of compliance that may or may not be in line with the spirit of 

affirmative action. Her research suggests that organizational structures are created 

for both symbolic and technical purposes, and her findings have important
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implications for the analysis of CRA compliance to the degree that specialized 

symbols of CRA compliance in organizational structure are also created.1

The distinction often drawn in the institutional literature between legitimacy 

and technical efficiency is crucial because it compels researchers to pay attention to 

normative influences in organizational life, and the fact that organizational behaviors 

are often simultaneously oriented toward several distinct institutionalized forces.

But what are these institutionalized forces in the case of community reinvestment?

A brief survey of the literature will demonstrate the complex institutional forces at 

work in CRA compliance, and in later chapters, I examine the nature o f these 

institutional contradictions in the vocabularies o f motive of Community 

Reinvestment Officers.

Use Values and Exchange Values

Scholars in the urban political economy tradition begin with questions about 

the politics and power of place. Influenced by "growth machine" or "growth 

coalition" theorists (Logan and Molotch 1987; Mollenkopf 1978; Domhoff 1983; 

Canan and Hennessy 1989; Stoecker 1994), these scholars suggest that the central 

conflict in cities is between a very broad spectrum of individuals and organizations 

in the city who benefit from increases in the market or exchange value of land and 

community residents who may perceive dangers in increased exchange values or 

growth, or emphasize the non-market values of place as an integral part of 

community and individual identity.

Logan and Molotch describe the conflict between market and non-market 

orientations towards place as a rift between urban "use" values and urban

1 Edelm an's findings are discussed in more detail in the Conclusions chapter.
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"exchange" values (Logan and Molotch 1987). Use values reflect the pleasure or 

utility people derive from a place apart from its market value. Specific examples of 

use values of place described by Logan and Molotch include: 1) the value o f place 

as a focal point for the daily round of activities in which concrete needs are 

satisfied; 2) the value of place as a locus for informal networks of social support; 3) 

the value of place for providing a sense o f physical and psychic security and trust; 

4) the value of place for providing residents with a sense of shared identity; 5) the 

value of place for concentrating people with similar interests and livelihoods so that 

they may better take advantage of this "agglomeration o f complementary benefits;" 

and 6) the value of place in providing for a concentration of people from the same 

ethnic group who can take advantage of their shared language and life styles (Logan 

and Molotch 1987: 103- 110).

In contrast to the orientation toward use values o f many community 

residents, the ideology behind urban economic growth and exchange values is 

described by other scholars in urban political economy as "privatist" (Squires 1994; 

W arner 1987). This neoclassical economic ideology asserts the superiority of 

market mechanisms for regulating human activity and assuring the most efficient 

production and distribution of goods and services. Public policy, from the privatist 

perspective, should support private capital accumulation via an unfettered free 

market. According to Squires, the inequality that has characterized the uneven 

spatial development of cities and the social problems of inner cities is a direct result 

of the dominant commitment to privatist ideology in American culture (Squires 

1994:10).

In a recent overview of the CRA and its legacy, Bradford and Cincotta 

marvel at the degree of influence of privatist ideology in domestic economic
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development policy. They suggest that in cases of third world development, U.S. 

policymakers do not hesitate to use incentives and other forms of public subsidy to 

support development in targeted communities. However, within in the U.S., 

economists and policymakers "consider reinvestment in communities with 

economic distress as a violation of market forces” (Bradford and Cincotta 

1992:229).

Activist writers within the political economy tradition tend to view the CRA 

as a form of social movement that had its origins as a place-centered reaction to the 

entitlement emphasis o f the War on Poverty program (Bradford and Cincotta 1992: 

231). As compared to earlier urban renewal efforts that strove to improve a place 

by increasing its exchange value, the CRA and its supporters represented an effort 

to renew both a place and the connection of people to that place through policies that 

improved access to credit and other government financial resources. Squires 

(1994,1992) also describes how community organizing for reinvestment goals has 

historically been tied to issues of race, because African Americans were most 

affected by the creation of Federal Housing Administration (FHA) and Veterans 

Administration (VA) mortgage programs during the post World War 13 years that 

blatantly supported suburban growth and white flight, and led to the consequent 

disinvestment and segregation of inner city black neighborhoods.

The policy recommendations of much of the political economy oriented 

literature on CRA are to support continued community organizing, to expand CRA 

regulation to include other financial services providers such as non-bank mortgage 

lenders, credit unions, and insurance companies, and to increase public sector 

subsidy for community reinvestment lending activity (Fishbein 1992; Bradford and 

Cincotta 1992). Squires (1994) is particularly wary of new terminology pertaining
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to "public-private" partnerships, a concept often perceived as innovative and widely

used by bankers and government officials to describe bank CRA programs.

According to Squires, the "public private partnership" is merely a new label for a

longstanding relationship between the public and private sectors in which economic

growth has been the central objective (Squires 1994:92).

While most urban political economists take the antinomy between use and

exchange values for granted, Swanstrom (1993) warns that these values "are

neither inherently contradictory nor inherently reinforcing" (Swanstrom 1993:72).

He suggests that economic life is embedded in social relations, rather than separated

from them, and that even Adam Smith understood that pursuit of self-interest in the

market required "noncapitalist moral values in society as a whole" (Swanstrom

1993:73 citing Wolfe 1989:30). Capitalists must have a stake in land that goes

beyond exchange values. However, Swanstrom is careful not to dismiss

completely the emphasis o f scholars such as Logan and Molotch on use and

exchange values by suggesting that when contradictions over urban development

arise, they are more likely over the kind o f  growth being proposed than the mere

idea of growth. His goal is to criticize overly economistic strategies in urban

development, not to deny that contradictory goals among businesses and

communities exist. He concludes that the goal of economic development should be

to build on place-based com m itm ents. . .

. .  .just as Francophone capitalism unleashed the entrepreneurial 
energies of the French-speaking Quebecois or the enclave economies 
built on the social solidarities of immigrant Cubans and Chinese.
Once we view capital as rooted in social relations, our attention 
shifts from a cutthroat competition over mobile capital to nurturing 
the distinctive social commitments and values that underlie economic 
vitality (Swanstrom 1993:75).
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Stockholders and Stakeholders

Other scholars interested in the relationship of business to society have 

examined the CRA as a case study o f corporate social responsibility. Buono and 

Nichols (1984) created a "framework for comparative analysis" of corporate 

responsiveness with CRA compliance as a case study. The authors suggest that 

two fundamental dualisms in the business world create four types of CRA 

compliance behavior: productivism, philanthropy, progressivism, and ethical 

idealism. The two dualisms are: 1) the motivational issue of self-interest versus 

social or moral duty; and 2) the relative importance of a firm's stockholders and 

stakeholders. By stakeholders the authors mean the external claimants or "relevant 

publics" that place demands on an organization that are not oriented to wealth 

production.

A business with a productivist approach interprets its public obligations in a 

purely private way. The central notion of this perspective, like the privatist 

ideology in the political economy literature described above, is that business exists 

to produce wealth for its stockholders, and any social good that might come from a 

business would be generated as a result of profit-making activity. In contrast to the 

productivist approach, a business with a philanthropic approach shares a dominant 

concern with shareholder interests, but tempers it somewhat with attention to public 

or moral duty when attention to such duty is likely to strengthen the legitimacy of 

the organization.

The progressivist approach builds on the notion o f enlightened self interest 

in which business accepts a limited role as an agent of social change. The authors 

cite as examples voluntary business efforts to strengthen affirmative action, invest 

in minority-owned firms, or increase attention to energy conservation or
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environmental protection efforts beyond what is required by law. Finally, the 

ethical idealist approach requires a full reinterpretation and reassessment of the 

mission of business in society, placing economic activity within the context of the 

moral development of individuals and groups (Buono and Nichols 1984:119).

Buono and Nichols use this framework to analyze conflicts that arise both 

within banks and between banks and community organizations in response to the 

CRA. They cite a Massachusetts case study in wliich a network of community 

groups assumed that banks should take either a progressivist or ethical idealist 

stance towards their responsibilities under the CRA. Several of the banks they 

studied, however, had more traditional productivist or philanthropic views of their 

role in low-income communities, leading to conflict.

Localism and Anti-localism

The law review/public policy literature is also rich with debate over the

institutional contradictions in CRA regulation. Macey and Miller (1993) argue that

the CRA is based on a "outdated ideology of localism," that traces back to the

Progressive Movement of the early decades of the twentieth century. To

understand this localist ideology they suggest that:

One need only recall the magnetic force that Bedford Falls exercised 
over building and loan president George Bailey in Frank Capra's 
It's a Wonderful Life in order to appreciate the extent to which 
depository institutions, especially thrift institutions, were associated 
with their local communities in twentieth-century American 
imagination (Macey and Miller 1993:304).

The authors offer a critique that CRA is out of step with the declining

importance of place in the post-modern era. They argue that the erosion of localism

is not a matter of moral failure on bankers' parts, but rather a response to
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deregulation and improved information processing and communication technology,

and that this movement away from localism have been beneficial for "consumers."

On the opposite side of this debate, Taibi (1992) argues that neighborhood

disinvestment is in large part a result of deregulatory policies that have led to the

increasing concentration of banking assets and the steady decline in the number of

small community banks, some of which are minority-owned, that are more

responsive to concerns of residents and business in their immediate vicinities. As

suggested by Taibi:

The downfall of the Freedom National Bank of Harlem [a minority- 
owned bank] illustrates the way in which nonelite communities are 
the colonies of universalizing national interests, unable to control 
their own destinies. In this framework, ethnic workers, Anglo 
farmers, and inner-city African-Americans are not divided over 
affirmative action or urban policy, but rather are united in their 
desires to resist colonization, participate in their own community's 
economic development, and exercise meaningful self-determination.
From a community empowerment perspective, banking regulation 
looks like a civil rights issue and a basis for a politics of unity (Taibi 
1992:1414).

Overby (1995) emphasizes how the debate between "anti-1 ocalist" critics 

such as Macey and Miller and "communitarian" critics such as Taibi is a "flawed 

dialectic" that has diverted regulatory strategy away from a more crucial emphasis 

on ensuring equality of geographic and informational access and opportunity for 

low income borrowers. She suggests interestingly that: "legislative intervention in 

the name of equality that too heavily intercedes with the differentiating role of 

institutions in the granting of credit threatens the essential economic nature of those 

institutions" (Overby 1995:1500, my emphasis). She proposes as a solution 

policies that create incentives for development of community-based and minority- 

owned financial institutions, as well as efforts to bring other financial service 

industries under the same CRA umbrella as banks.
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A Model of Institutional Contradiction

All of these literatures, whether focused on contradictions between use 

values and exchange values, stockholder and stakeholder interests, or localism and 

anti-localism, draw attention to the kinds of institutional contradictions that frame 

the daily ideological work of Community Reinvestment Officers. For purposes of 

this case study of CRA compliance, I describe this normative struggle as 

contradiction between three distinct sets of institutionalized values: market values, 

regulatory-legal values, and community values. The insights of Friedland and 

Alford (1991) and Bohannan (1965) create a model for analysis of the institutional 

bind facing Community Reinvestment Officers.

Friedland and Alford (1991) offer a model of society as an inter-institutional 

system in an effort to find a non-functionalist, non-determinist strategy to 

understand the influence of society on the individual. They define institutions as 

"supraorganizational patterns of human activity by which individuals and 

organizations produce and reproduce their material subsistence and organize time 

and space." Importantly, the authors also stress that institutions are symbolic 

systems, "ways of ordering reality, and thereby rendering experience of time and 

space meaningful" (1991:243).

To explain motion in their inter-institutional system, Friedland and Alford 

suggest that each of the most important institutional orders of contemporary 

Western society has a central logic which constitutes its organizing principles. For 

capitalism, it is "accumulation and the commodification of human activity"; for the 

state, it is "rationalization and the regulation of human activity by legal and 

bureaucratic hierarchies"; for the family, it is "community and the motivation of
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human activity by unconditional loyalty to its members and their reproductive 

needs" (1991: 248). Multiple institutional logics provide the possibility that 

individuals and groups can manipulate or reinterpret different institutional logics to 

suit their purposes. "Institutional contradictions are the bases of the most important 

political conflicts in our society; it is through these politics that the institutional 

structure of society is transformed" (1991:256). The authors suggest that these 

politics are accompanied by shifts in how power and interests are symbolically 

defined in society. In other words, legitimating "accounts" are needed for the 

transformation to take place.2

Friedland and Alford's insights suggest how bank compliance officers must 

struggle with divergent institutional logics related to core organizing principles of 

capitalist enterprise, in which place or community is defined primarily as a 

commodity, and the core organizing principles of community organizations, where 

place is understood primarily in terms of its use value, and where connections to 

place have implications for personal and group identity. As the literature on CRA 

demonstrates, this contradiction has different dimensions that might be termed as a 

battle between use value and exchange value, stockholder vs. stakeholder interests, 

or localism vs. anti-localism. In organizational form, these community values are 

represented by various types of community groups with varying agendas. In this 

study, I label this the "market" contradiction in which the meaning of place is as a 

"commodity" or as a "home" is contested.

2 These resemble the "accounts" described by Scott and Lyman (1968) and the range of 
"rationalizations," "disclaimers," "techniques o f neutralization," described by writers in the 
sym bolic interactionist tradition (see review of this literature in Chapter Five). The difference in 
A lford and Friedland's use o f the concept is the institutional context in which they place these 
accounts. In this way they place a fundamentally grounded, interpretive concept in a structural 
framework, which I also strive to do in this study.
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But there is another important type of contradiction present in CRA 

compliance. In an earlier era, Bohannan (1965) had argued that law differs from 

other types of institutions in a unique way because law has the tendency to 

substitute its rules for the customs of non-legal institutions -- it takes them over and 

turns them into a language that only experts of the law can manipulate. For 

example, law defines certain acts as criminal that other institutions may simply 

define as deviant, or perhaps not define at all. Bohannan refers to this as the 

process in which law "disengages the trouble case" from nonlegal institutions. The 

second institutionalization of law is the fact that law creates rules for itself. For this 

reason, there are two kinds of law, one that refers substantively to issues 

previously under the domain of non-legal institutions, and the second that refers 

processually to the operation of the legal system itself.

Because o f this double institutionalization, Bohannan argues, law is always 

"out of phase" with the rest of society's institutions. The lack of phase creates a 

"fertile dilemma o f law that it must always be out of step with society, but that 

people must always (because they work better with fewer contradictions, if for no 

other reason)3 attempt to reduce the lack of phase. Custom must either grow to fit 

the law or it must actively reject it; law must either grow to fit the custom, or it must 

ignore or suppress it. It is in these very interstices that social growth and social 

decay take place" (Bohannon 1965:36).

Bohannon's insight that the legal institution has a particular way out of 

phase with society is important to my analysis of the CRA. Regulatory procedures

3 It is striking to m e that Bohannan treats this motivational issue parenthetically. In my opinion, 
the issue o f  m otivation is critical to an understanding o f  social change, and as Friedland and Alford 
suggest, efforts o f individuals to address the contradictions between legal and extra-legal values are 
a necessary m icro-level ingredient in the process of social change.
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created to combat geographic credit discrimination have consistently been out of 

phase with the banking industry's definition of the problem. One aspect of the 

interpretive efforts made by bank compliance officers regarding CRA has to do with 

this lack of phase aspect of the legal apparatus. This helps explain the 

contradictions faced by bank compliance officers when they struggle with formal 

legal procedures that ask for responses that either don't match either commoditized, 

exchange-value oriented view of community or a use-value orientation of 

community residents. Often regulators and regulatory policies view communities as 

formal "jurisdictional" envelopes without adequate understanding of the contents of 

those envelopes. Throughout this study, I refer to this as the legal contradiction.

The framework provided by combining both Bohannon's and Alford and 

Friedland’s views on institutional conflict is graphically represented as follows:
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Figure 3.1

CRA Compliance as Institutional Contradiction

Banking Industry
Dominant Institutional Logic:
Place as commodity. Market 
values, profitability and growth. 
Community Reinvestment Officers 
must simultaneously manage legal, 
industry, and community meanings 
of the CRA.

Legal Contradiction
i / \

Market Contradiction

Regulatory Agencies
Dominant Institutional Logic: 
Place as jurisdiction. Rationality, 
formal, uniform application of 
rules. Regulators of the 
Community Reinvestment Act 
strive to convert community 
lending customs of the banking 
industry into a language that legalj  

k experts can manipulate.

Community Organizations
Dominant Institutional Logic: 

Enforcement Place as home. Reproductive 
Contradiction and use values of place.

Community organizations strive 
to use the CRA framework to 
pressure lenders into increasing 
lending in their communities.

This figure shows the inter-institutional field confronting Community 

Reinvestment Officers and identifies the market and legal contradictions that CROs 

manage in their everyday work lives. The chart also suggests a third contradiction 

— an enforcement contradiction — that emerges because of the different institutional 

logics of community organizations and regulators. In this study, I did not 

emphasize this contradiction as much as the others because I interviewed officers in 

the banking industry rather than regulatory personnel or community organization 

representatives. However, CROs did understand this dynamic and described the
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distinct pressures they felt from community organizations and regulators. In fact, 

this chart does not clearly demonstrate the degree to which all of these 

contradictions may be intra-institutional as well as inter-institutional. Following 

Swanstrom's critique of urban political economy, it is too simplistic to assume that 

banks and bankers are uniform in their view of communities as commodities, that 

community organizations are uniform in their commitments to use values, or that 

regulators are uniform in their commitment to formal rules or a view of place 

as.jurisdiction. As my interview data will show, the vocabularies of Community 

Reinvestment Officers provide insight into institutional dynamics both within the 

banking industry and between the industry, community groups, and regulators.
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IV. The CRA in Cold Spring

The city o f Cold Spring provided an interesting research setting for a case 

study of ideological work among CROs.1 Cold Spring lies at the heart of a 

metropolitan area o f 2.3 million in the midwestem United States. Cold Spring has 

a somewhat unique history both in terms of its economy and its demographics. The 

metropolitan area is known for its sunbelt-like post-industrial economy that is 

unusual when compared to the older, industrial economies of most midwestem 

cities. It is also known for its progressive metropolitan-wide governance structures 

and a highly social responsive philanthropic community willing to devote 

considerable resources to community activities. Many of the CROs spoke with 

pride about Cold Spring's strong history of community activism and the importance 

and sophistication o f these community organizations in assembling loan packages 

for community development. The historical success of many of these organizations 

has much to do with a very supportive philanthropic community in the Cold Spring 

metropolitan area. Many Fortune 500 companies are headquartered in Cold Spring, 

and their philanthropic efforts have often emphasized support of local community 

development efforts.

Like other midwestem cities of similar size, Cold Spring was founded in the 

early part of the 19th century and underwent an economic boom during the late 

decades of the 19th century as the nation industrialized. However, urban analysts 

have spent considerable energy trying to identify what factors led Cold Spring's

1 D ue to  confidentiality considerations, this overview o f  the population and economic 
characteristics of Cold Spring is somewhat general and is intended solely to provide an 
understanding o f  the context o f  community reinvestment activity in the city and its region.
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economy to develop differently than other midwestem cities. Some posit that Cold 

Spring's status as the only large city serving an enormous expanse of the midwest 

led to its early integration into the information-based economy. Some emphasize 

that a uniquely progressive political culture in Cold Spring led to more enlightened 

economic decision making.

It is most likely that a cluster o f factors led to Cold Spring's divergent 

history, and that the predominant issue is the fact that Cold Spring never 

industrialized to the same degree as other midwestem cities. Cold Spring has never 

had as high a percentage of blue-collar workers in its labor force, with white collar 

employment playing a proportionately larger role. In part because of the relative 

scarcity of heavy industry in Cold Spring, there was less incentive for workers 

seeking blue collar employment, many of whom were people of color migrating 

north during the wartime years, to come to Cold Spring.

As a result, Cold Spring is considerably less racially and ethnically diverse 

than other major metropolitan areas. In 1990, the Cold Spring metropolitan region 

had a  total minority population of 7.9 percent, ranking 25th among the 25 largest 

Metropolitan Statistical Areas in the United States (U.S. Bureau of the Census 

1992). While the percentage of people of color living in central cities elsewhere in 

the midwest approaches or exceeds 50%, the percentage of people of color in Cold 

Spring was 21% in 1990 (Office of the City Coordinator 1991). This has led some 

to suggest that Cold Spring's reputation as a socially progressive metropolitan area 

with a socially responsive business community is more due to its relative absence o f 

racial and ethnic diversity and consequent lack o f resource competition and conflict 

than to other factors. In Cold Spring, even a significant presence of populations of 

color is a recent phenomenon.
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Despite the historical lack of emphasis on industrial employment in the Cold 

Spring metropolitan area, the loss of manufacturing jobs has had painful effects on 

the region — and inner city neighborhoods have suffered enormous job losses and 

an associated decline of housing quality and small business ownership. From 1980 

to 1990, the poverty rate in the city of Cold Spring increased from 13.5% to 18.5% 

(U.S. Bureau o f the Census 1992). This poverty has been overwhelmingly 

concentrated in inner-city, predominantly minority neighborhoods. A core area of 

inner city census tracts in Cold Spring had only 14% of the metropolitan region's 

population in 1990, however this same area was home to 48% of the region's 

population in poverty (U.S. Bureau o f the Census 1992).

In recent years, minority immigrant groups have begun to enter Cold 

Spring, both from abroad and from within the United States, and the increased 

diversity of the city and some of the inner ring suburbs is notable. Minorities 

accounted for more than half of the net migration into the Cold Spring metropolitan 

area during the 1980s, resulting in a gain o f  23,000 African Americans, 2,200 

American Indians, 20,700 Asian and other non-Hispanic persons, an estimated 

8,000 Hispanics and 43,000 non-Hispanic white persons (U.S. Bureau of the 

Census 1992). From 1980 to 1990, the percentage of minority population in the 

city o f Cold Spring increased from 12.7% to 21.6% of the population (Office of the 

City Coordinator 1991).

The most dramatic change in terms o f minority population has been the 

result o f  immigration from Southeast Asia. In 1980, only 1.1% of Cold Spring’s 

population was Asian/Pacific Islander, but in 1990,4.3% of the city's population 

was Asian/Pacific Islander, representing a 281% increase (Office of the City 

Coordinator 1991). Most of the immigrants from Southeast Asia have settled in
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particular neighborhoods of Cold Spring and have created enclaves of Southeast 

Asian-oriented businesses and nonprofit organizations in the inner city.

African Americans are coming to Cold Spring from other midwestem cities 

in search of the relative safety and economic opportunity the city is reputed to offer. 

The African American population grew from 7.7% of the population of the city in 

1980 to 13.0% of the population in 1990 (Office of the City Coordinator 1991). 

Mexican immigrants, including migrant farm workers, have come to Cold Spring to 

find permanent homes as well as to live seasonally, and specific neighborhoods in 

Cold Spring are home to sizable American Indian and African immigrant 

populations.

In short, Cold Spring is now beginning to confront ethnic and racial 

diversity on a scale much more similar to that o f  other U.S. cities during earlier 

eras. Many of the new arrivals have settled in the inner city neighborhoods that 

were former sites of thriving manufacturing companies and occupied by white 

ethnic blue collar workers working for these companies. Incidences o f racial hatred 

have arisen in the very neighborhoods that have lost the most jobs and experienced 

the most racial change.

While individuals and institutions in Cold Spring have been confronted with 

changing racial demographics in recent years, the banking environment in Cold 

Spring and statewide during the period of this study was stable and profitable. 

State-chartered community banks posted record earnings in 1993, and articles in 

industry journals marveled that severe downturns in agriculture and real estate had 

not impacted the state's banking industry as much as in other states. During the 

period of this study, the state legislature extended its interstate banking laws from 

reciprocity with 16 states to reciprocity nationwide. This meant that a bank holding
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in any other state could now acquire a bank in Cold Spring, provided that the same 

state grants reciprocal rights of entry for a bank holding company from Cold Spring 

to acquire a bank there. As a result of this easing of interstate banking rales, 

banking experts predicted that more and more community banks would be sold, 

particularly in the metropolitan areas of the state.

Community Reinvestment Officers in Cold Spring operate in a market 

dominated by three regional banking giants. Multistate Bank and Central National 

Banks are both multi-state holding companies ranked in the top 30 nationally 

(American Banker 1994). The Cold Spring operations of these banks were ranked 

among the top 40 banks nationally in size in 1993 (Thompson's Bank Directory 

1994). Multistate has become the leader in middle market banking services while 

Central National is known as a general consumer and business-oriented bank. 

Regional Federal Savings, while not in the same league as Multistate and Central 

National in terms of interstate operations, attracts a sizable number of deposits in 

the Cold Springs metropolitan area. Regional Federal has achieved its success by 

marketing itself as the "common folks" bank with branches in nearly all the outlets 

of a major grocery chain and retail banking products that are affordable and 

accessible to a wide range of consumers. Together, these three banks jointly 

control 75% of the deposit share in the metropolitan area.

In terms of merger activity, a national trend in which the CRA is 

increasingly in the public eye, three of the 18 banks in which I conducted research 

interviews have merged since I conducted my interviews in 1993. A savings and 

loan, Hometown Federal Savings and a commercial bank, Finance Bank, were 

purchased by Central National. Both Central National and Multistate Bank, 

continue to acquire banks in other states. Interestingly, both of these banks have
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received "Outstanding" ratings for their Community Reinvestment Act banking in 

their home state.

In addition to the increasing concentration of large banks, three of the 

smaller, inner city community banks in this study recently opened branch banks in 

higher-growth, suburban locations while keeping their original inner city branches 

open.2 One small community bank was purchased by a regional bank holding 

company that now operates banks of all different sizes throughout the metropolitan 

area.3

The national trend towards consolidation in the banking industry has been 

felt in Cold Spring and the number of small or "community" banking organizations 

is declining. In 1987, there were 135 banks in the nine county metropolitan region 

with assets of less than $200 million. By the beginning of 1990, there were 102 

banks in the region meeting this size criteria, a decline of 24%.

In summary, the banking context in Cold Spring during the time of this 

study is marked by two parallel and somewhat contradictory processses. First, 

metropolitan communities, and inner city neighborhoods in particular, are becoming 

more racially and ethnically heterogeneous than ever before, with residents from a 

variety of backgrounds and a range of credit qualifications, experiences, and needs. 

Second, the banking industry in the metropolitan area is becoming more and more 

homogenous than ever before, with financial institutions becoming concentrated 

under the control of fewer and fewer holding companies. Whatever unique 

qualities Cold Spring as a research site may have, these two processes are indicative

2 These banks are referred to later in this study as Neighborhood State Bank, Uptown State Bank, 
and Hillside Bank.
3 Referred to later in this study as Adam s National Bank.
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of the broader changes confronting the relationships between communities and the 

banking industry in the post-industrial U.S. city.

44

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



V. Conceptual Model

This study examines the "legitimating accounts" (Friedland and Alford) and 

the "attempts to reduce lack of phase" (Bohannon) made by bank compliance 

officers when confronted with these two types of contradictions. Symbolic 

interactionist approaches to motive, role, and self-concept provide important micro- 

level insights into the process in which Community Reinvestment Officers work 

through these institutional contradictions.

Sociological work on motive has shared an emphasis on verbal 

rationalizations that people use to restore their individual position in social 

interaction. Legitimating "accounts" (Scott and Lyman 1968) "disclaimers" (Hewitt 

and Stokes 1975) "techniques of neutralization" (Sykes and Matza 1957) and 

"vocabularies of adjustment" (Cressey 1971) were identified as conceptual devices 

that individuals use to justify a gap between their conduct and the socially-defined 

"domain of expectations" (Scott and Lyman 1968:46). When a given action is 

viewed as socially unacceptable, these verbalizations are employed, sometimes 

beforehand and sometimes retrospectively, to lessen the severity of the norm or rule 

violation as well as to ease the conscience of the rule offender.

Scott and Lyman (1968) identify two general types of accounts, excuses 

and justifications, that are useful as a starting point for analysis of CRO motives. 

The authors define "accounts" as statements "made by a social actor to explain 

unanticipated or untoward behavior — whether that behavior is his own or that of 

others, and whether the proximate cause for the statement arises from the actor 

himself or from someone else" (Scott and Lyman 1968:46). Interactionist writers
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have tended to view vocabularies of motive from a very individualist perspective,

thus avoiding the organizational or social structural dimension of the use o f these

techniques. In this study of Community Reinvestment Officers, the behaviors that

need explaining are often organizational, rather than individual, several

institutionalized definitions of appropriate behavior are at play, and the actors are

"social" because they are acting in a particular role as CRO. The accounts described

in this study, while still of significance to the individuals involved, are deeply

embedded in institutional and social structures.

Writers on role and self-concept within the interactionist tradition have

suggested a path to follow for analysis of motive in ambiguous normative

situations. According to Turner (1956), role refers to behavior rather than the

Linton-esque conceptualization that views role as a position. Turner suggests that

role is a normative concept that refers to expected or appropriate behavior (Turner

1956). Role taking, therefore, involves "selective perception of the actions of

another and a great deal of selective emphasis, organized about some purpose or

sentiment attribute to the other" (Turner 1962:28). But Turner does not accept that

role-taking behavior occurs only in situations of unambiguous norms. He suggests

that "roles 'exist' in varying degrees of concreteness and consistency, while the

individual confidently frames his behavior as if they had unequivocal existence and

clarity" (Turner 1962:22).

The individual, therefore, seeks consistency and clarity in interactions with

others regardless of whether the other is acting in a clear role framework. As

Turner suggests:

The basic normative element in role-taking-and-playing is the 
requirement that the actor be consistent -  that his behavior remain 
within the confines of a single role. So long as it remains within the
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role, the other will be generally prepared to cope with the behavior, 
whether he approves of it or not (Turner 1962:36, my emphasis).

The concept o f  "role conflict" has been viewed by functionalist theorists as a

crisis that occurs when the individual must choose to conform with one of several

conflicting roles (Evan and Levin 1966). Turner, however, suggests that his more

processual orientation gives role conflict a more complex nature. Role conflict from

Turner’s perspective is not a crisis o f  conformity, in which the "dynamic of

adjustment" involves choosing among expectations in an urgent desire for

conformity. Role conflict is instead a crisis of consistency: "In its most general

sense, role conflict exists when there is no immediately apparent way of

simultaneously coping with two different relevant other-roles, whether coping is by

conformity to expectation or by some other types o f response" (Turner 1962:37). It

would appear from Turner's perspective that conformity does not resolve role

conflict, it merely gives the actor a temporary reprieve from the frustrations o f being

unable to respond to impossible role-taking demands.1

W hile Turner's role-theoiy suggests that actors seek consistency from

others as part of role-taking, actors also seek consistency from themselves through

their self-concepts. In a review of a swath of psychological and sociological

literature, Gecas (1982) suggests that self-concept is a motivational source o f its

own, and that internal or self consistency is a powerful motivation for behavior.

The self-consistency motive has been linked in the psychological literature with

1 The use o f  terms such as "normative conflict," "role set," and "role conflict" in this discussion 
suggests that I am using a M ertonian functionalist orientation (M erton 1968) to analyze the social- 
psychological pressures facing CROs. W hile I believe these concepts are useful, I am more 
interested in Turner's consistency orientation towards role conflict than in elaborating on the 
conform ity orientation in M erton 's work. I  believe CROs use ideological w ork to create 
consistent vocabularies o f m otive for themselves. From  an objective, outsider standpoint, these 
vocabularies may not appear consistent or logical. For the CRO, how ever, the vocabularies create 
a seam less folk logic that a llow s them to justify  their com pliance behavior.
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concepts such as cognitive dissonance and self esteem, which view motivation as 

emerging from an effort to reduce a discrepancy between a cognitive or behavioral 

element and a person's self conception (Greenwald and Ronis 1978, Aronson 

1968).

The research on self-concept and role-taking suggests that motivation, in a 

more general sense than that employed by writers on accounts o r rationalizations, is 

based in the individual desire for consistency in the behavior o f self and other. 

When confronted with contradictory meanings of regulatory substance and 

procedure, Community Reinvestment Officers sought consistency and closure. 

Most o f the officers described these contradictory meanings using what I label 

techniques of complaint. These techniques are examined in detail in Chapter Seven. 

In order to manage the contradictory meanings of the banking industry, community 

organizations, and regulators, CROs employed three general techniques. At one 

extreme was ideological work in which the CRO did not acknowledge or appear to 

perceive any level of institutional contradiction among market, community, and 

regulatory values or customs. I  have labeled these statements "techniques of 

avoidance." A second category of ideological work consisted o f  statements in 

which CROs perceived a high level of institutional contradiction but spoke about 

methods they have used to resolve or manage these contradictions. These I have 

labeled "techniques of accommodation." Finally, a third category of ideological 

work consisted of statements in which CROs understood the institutional 

contradictions but were unconcerned about them because the size of their banks 

enabled them to coopt alternative institutional logics. I have labeled these 

"techniques of cooption."
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These categories of motive are not intended to be mutually exclusive, nor 

are they intended to be evaluative, although hard as I tried, some aspects of 

judgement did enter into my thought process on the varying responses of the 

CROs. As the data chapters below illustrate, CROs moved in and out of these 

categories during their interviews. My objective in categorizing these types of 

accounts is not to identify a CRO or a bank with one type of ideological work, it is 

to first describe the distinct motive techniques and examine the social contexts in 

which they arise, and then to explore the combinations of techniques used by CROs 

in varying organizational contexts and the implications of these motive strategies, or 

combinations of motive techniques, for CRA compliance.

Risk and Vocabularies of Institutional Contradiction

During the interview process I heard the word "risk" so much that I began

to question its meaning. Then I began to realize that such questioning was precisely

the point. In an inter-institutional setting, the meaning of risk is embattled terrain,

and intepretation of risk is at the core of the interpretation of the regulatory

substance of CRA.

During an early stage of research, I conducted an informational interview

with Ed Decker, an officer at the regional office of the Federal Reserve Bank, one

of the four federal regulatory agencies monitoring CRA compliance. Decker spoke

of the difficulty involved with trying to convince CROs that the Community

Reinvestment Act does not require them to take on unnecessary risk that would

endanger the financial solvency of the bank. He stated:

They view this [CRA] as taking on more risk. That's been a long 
battle. That's one of the things I keep working on. You know a 
good way -  our president says something like "make riskier loans, 
but don't risk the bank.". . .  I mean, they're talking about risk and
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so what we mean by "make risker loans" is that CRA says you've 
got an affirmative obligation to meet some of these credit needs, 
Affirmatively might mean there's a risk out there you're not meeting 
cause there's too much risk. The question of CRA is saying "can 
you manage that risk?" Are you aware of the programs available to 
help you manage that risk?

What struck me upon completing this interview was Decker’s concern with 

risk and the variety of ways he appeared to use the term. The statement "make 

riskier loans, but don't risk the bank" seemed based on such a clear presumption 

that CRA-oriented lending by definition is riskier. Even with my limited 

knowledge of banking I knew that risk is always a factor in the credit process, and 

that banks have a variety of tools, such as increasing interest rates or collateral 

requirements for managing these situations. But everything Decker said was based 

on the presumption that CRA loans were riskier by definition than traditional loans. 

The fact that he began with this assumption in his work with bankers concerned 

me. If this is how a regulatory agent views CRA, how must Community 

Reinvestment Officers within banks view the risk of CRA-oriented lending?

His statement that "there's a risk out there you're not meeting cause there's 

too much risk" struck me as interesting because he appeared to use the word risk 

here to refer to a specific kind of loan applicant rather than the credit qualifications 

of a loan applicant. I began to wonder if the concept of risk were being used in the 

CRA context to refer to something other than the possibility of loan default or other 

purely financial and probabilistic considerations.

Anthropologist Mary Douglas (1992) suggests that the meaning of risk has 

undergone a transition as society has become modem. During the seventeenth 

century, she suggests, the concept of risk emerged in the context of gambling:

"Risk meant the probability of an event occuring, combined with the magnitude of
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the losses or gains that would be entailed" (Douglas 1992:23). In this usage, the 

idea of risk was morally neutral. As probabilistic thinking came to dominate the 

sciences and industry, Douglas suggests it was just a matter of time before risk 

would also become a central idiom in the world of politics. Interestingly, however, 

she suggests that in the world of politics, "the original connection is only indicated 

by arm-waving in the direction of possible science: the work risk now means 

danger; high risk means a lot of danger" (Douglas 1992:24). Now fully politicized, 

risk has come to be associated far more often with negative outcomes, but the word 

"risk" is more desirable than the word "danger" because of its quasi-scientific aura, 

its "pretension of a possible precise calculation" (Douglas 1992:25).

The officers I interviewed felt that the underwriting process provided them 

with a clear decision making framework with which to analyze the risk levels of 

loans. Loans that did not meet underwriting criteria were simply too risky to make. 

Underwriting, when conducted without regulatory interference, enabled the 

calculation of risk in a purely probabilistic manner. Stone (1993) Simon (1988) 

label this logic as "actuarial practice." Actuarial logic uses statistics to represent the 

distribution of variables in a population. Future outcomes are then based on 

analysis of this distribution of variables. In the case of lending, statistics such as an 

individual's income to debt ratio, an individual's savings and credit history, or an 

individual's or organization's collateral relative to the amount requested in a loan all 

go into the risk analysis. Following simple actuarial logic is appealing to bankers 

because it enables them to avoid overt consideration of non-market considerations. 

As stated by Simon, actuarial practices "demoralize" or treat as morally neutral, 

differences among people that carry "highly-charged political and social significance 

(such as race and gender)" (Simon 1988:776).
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The CRA politicized the underwriting process and brought the definition of 

risk much closer to its equation with danger — and dangers included "political" 

things like the race of the individual applicant, or the racial or social class 

composition of the applicant's neighborhood. The danger inherent to this type of 

risk, which I label market risk in this study, is the increased perception of loan 

default involved in providing credit to applicants or community organizations that 

do not meet traditional underwriting criteria. Another danger is the increased effort 

and time commitment needed to engage in non-traditional forms of lending.

The CRA also introduced a new form of risk for bankers — a risk associated 

with a poor CRA evaluation and the negative publicity associated with such a 

rating. Perception of legal risk is a consequence of the contradiction between 

banking and governmental ideas about community reinvestment compliance and 

community lending. The danger inherent to legal risk is the possibility of being 

found out of compliance, receiving regulatory punishments, or bad media attention, 

for whichever type of banking regulation is under scrunity. However, another 

danger is that community organizations with launch an embarrassing protest if the 

bank's CRA record is perceived as inadequate.

The two distinct types of risk that emerged in the vocabularies of CROs, 

market risk and legal risk, are consequences of the two distinct sets of institutional 

contradiction, the market contradiction between industry and community meanings 

of regulatory substance and the legal contradiction between industry and regulatory 

meanings of regulatory procedure. The following figure displays these two types 

o f risk vocabularies:
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Figure 5.1 

Risk and Institutional Contradiction

Legal Risk
Techniques of complaint used 
in response to  legal risk.

Techniques o f avoidance, 
accommodation, and cooption 
used to manage legal risk.

Banking Industry

Market Risk
Techniques of complaint used 
in response to market risk.

Techniques of avoidance, 
accommodation, and cooption 
used to manage market risk.

Regulatory Agencies
\

Community Organizations

As I will describe in more detail in Chapters Seven through Nine, CROs 

interviewed for this study varied in the types of ideological work they used in 

response to market and legal risk and to manage market and legal risk. I use the 

phrase "motive techniques" to identify these patterns o f ideological work in the 

vocabularies o f CROs. These are labeled "techniques" as compared to motive 

"strategies" described in Chapter Ten because individual CROs moved in and out of 

the different techniques during their interviews, while motive "strategies" will be
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described as combinations of these techniques that I suggest are associated with 

officers in particular banking contexts.

Some of the CROs spent most of their time complaining about increased 

market risk, describing aspects of the market contradiction and their difficulties 

struggling with this contradiction. These complaints are presented in Chapter 

Seven. But CROs also used several motive techniques to manage the increased risk 

created by the market contradiction. One of these techniques was to avoid 

acknowledgement of increased risk, another was to emphasize ways to 

accommodate increased market risk through uses of external forms o f subsidy, and 

a third technique was to effectively coopt market risk through processes of self 

subsidy. These motive techniques are presented in Chapter Eight.

Similarly, CROs had much to complaint about regarding legal risk, 

describing the conflict between CRA compliance and other banking regulations, or 

the political nature of the enforcement process. The complaints are discussed in 

Chapter Seven. In response to legal risk, CROs used the same techniques of 

avoidance, accommodation, and cooption, and these techniques are presented in 

Chapter Nine.

Conceptual Model: Risk Vocabularies and Organizational Structure

Research on the subjective worlds of CROs requires an appreciation o f their 

legal interpretations, but it also demands analysis of the way these meanings shape, 

and are shaped by, social structures. In order to move beyond the traditional 

dualism separating interpretive and positivist research, I explored the relevance of 

four structural variables for the conditioning of patterns o f ideological work. These 

variables were: 1) the size of the bank or savings and loan; 2) the bank's
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orientation to place; 3) the officer's position within the bank bureaucracy; and 4) the 

officer's educational background.

Organizational Size

Organizational size, as measured by total assets, was the first structural 

variable examined in this study as an influence on the ideological work of 

Community Reinvestment Officers. The financial institutions fell within three 

general size categories2: 1) Small financial institutions with under $100 million in 

assets; 2) Medium-sized financial institutions with from $100 million to $1 billion 

in  assets; and 3) Large financial institutions with over $1 billion in assets.

Orientation to Place

The CRA requires banks to identify a CRA community that fairly represents 

the geographic market in which the bank conducts it business. As the research 

interviews will show, identification o f these territorial boundaries is a very political 

and often difficult decision. Larger regional banks tend to identify their CRA 

communities as the entire metropolitan area, while smaller banks tend to identify 

specific neighborhoods, suburbs, or towns as their communities.

But if territorial size of CRA community was the only factor of interest in a 

bank's orientation to place, this structural variable would be basically the same as 

organizational size. The difference between this structural variable and 

organizational size is the racial, class, and ethnic diversity of a bank's CRA 

community, combined with the size of the territory. Cold Spring has historically 

been a very white city and has only recently been the locus of a significant in- 

migration of people of color. For this reason, the diversity of the communities in

2
According to Thompson's Directory, 1994
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which a bank operates is of significance for this examination of CRO ideological 

work.

Five categories of orientation to place emerged among the banks in this 

survey. These are localized/diverse, localized/homegenous, regional/diverse, 

regional/homogenous, and boutique.

The localized/diverse orientation was present among small or medium-sized 

community banks that operate in specific inner city, racially and economically 

diverse neighborhoods of Cold Spring. CROs in these banks easily identify 

specific neighborhoods as their CRA community. In some cases, these banks have 

expanded to include suburban branches, but the original bank branch is located in 

the inner city and continues to operate there.

The localized/homogenous orientation refers to small or medium-sized 

banks that operate in urban neighborhoods, suburbs, or small towns that have not 

undergrone significant racial or economic change and are comprised mostly of 

white middle- or working- class residents. CROs in these banks also have an easy 

time identifying specific neighborhoods or towns as their CRA community.

Banks with a regional/diverse orientation operate via branch operations in 

neighborhoods and towns throughout the metropolitan area, including 

racially/economically diverse inner city neighborhoods, predominantly white 

working class neighborhoods, middle-class and wealthy communities. Branches of 

these banks may consider their immediate geographic surroundings in their CRA- 

oriented work, but these banks define the entire metropolitan area -- a seven county 

region — as their CRA community, and their CRA-oriented programs tend to be 

regional in scope.
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Banks with a regional/homogenous orientation operate via branch 

operations in predominantly white, middle-class and wealthy outer-ring urban 

neighborhoods and suburban communities. These banks usually have branches 

downtown and also define the entire metropolitan area as their CRA community, 

despite the fact that they do not operate branches in inner city neighborhoods.

The boutique orientation refers to banks that operate exclusively through 

downtown offices and cater specifically to white collar professionals employed in 

the downtown area. These banks have extreme difficulty identifying any form of 

orientation to place. They tend to identify specific neighborhoods adjacent to 

downtown as their CRA community, despite the fact that they do not offer products 

or services that are appropriate to these low-income areas.

Officer Background3

Despite the fact the Community Reinvestment Officers work within the 

banking industry, they do not uniformly share educational backgrounds in 

business, economics, or finance, prior to beginning work in the industry. In some 

cases, CROs were recruited because of their experience working with or for 

community-based organizations or working in the public policy arena. The officers 

interviewed for this study fell into three general background categories: "banking 

blood," banking/economics, and non-banking/non-economics.

CROs with "banking blood" backgrounds were bom into and raised by 

banking families. Most of these CROs were executives in small to medium-sized 

independent banks. These officers, because they had essentially grown up in a 

banking environment, had witnessed the enormous amount o f change in their

3 A ppendix A provides a brief sketch o f  som e o f the interesting aspects o f  each officer's biography 
and organizational context.
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industry, but shared strong feelings about the importance of independent 

community banks in the nation's banking system.

CROs with "banking" backgrounds had gone straight into banking after 

receiving their educations in a business field, and had moved into their work on 

CRA compliance after first gaining a knowledge of finance. These officers were 

particularly familiar with the economics of lending, the manner in which 

underwriting operates, and the difficulties involved in lending to nontraditional 

borrowers who did not have the credit history or income levels to quality for 

mainstream loan products.

Officers with "non-banking" backgrounds had educational backgrounds in 

fields other than business or economics and had worked their way into the field of 

community reinvestment compliance through a combination of skills, 

circumstances, and opportunities. Two of these CROs, both officers in large 

financial institutions, had educational and professional backgrounds in public 

administration prior to moving into the banking industry and their responsibilities in 

community reinvestment compliance.

Officer Position

The fourth structural variable is the position of the Community 

Reinvestment Officer and the CRA compliance program in the organizational 

bureaucracy. Four distinct types of officer positions emerged based on these 

interviews. These are: 1) Executive; 2) Compliance; 3) Secondary Marketing; and 

4) Specialized CRA.4

4 O ne o f the officers interviewed, David Peterson of Mahogany Bank, was a commercial loan 
officer and did not fall into any o f the positional categories described. I conducted a research 
interview  with Peterson because the CRA officer (she had general compliance responsibilities) at
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Officers in the Executive position were either Presidents, Chief Executive 

Officers, or Executive %7ice Presidents of their banks. These officers worked for 

independent community banks that fell within either the small or medium size 

criteria. Because of their executive positions, these officers were responsible for 

many aspects of their bank's operations, and CRA occupied their imaginations to 

varying degrees that are described further in the data chapters of this study.

Officers in the Compliance position held positions in the compliance 

departments of their banks, and were responsible for compliance with the entire 

range of federal and state banking regulations. The challenge facing these officers 

w as working with loan officers and bank executives to communicate the goals of 

the CRA and stimulate interest in community lending.

Two of the officers interviewed held positions at savings and loan banks in 

which their CRA responsibilities were part of their overall position o f responsibility 

for packaging loans for sale in the secondary market and working with the state and 

federal agencies that securitize loans.

Several o f the officers had Specialized CRA positions in which the bulk of 

their responsibility had to do with creating and implementing CRA-compliance 

oriented loan programs and assembling data for regulatory review. These officers 

worked for the largest banks in the study and often had entire staffs to support them 

in their compliance efforts.

Selection and Interdependence of the Structural Variables

As described below in the methodology chapter, the sample o f financial 

institutions was chosen based on a range of size, location, and public CRA rating.

his bank was absent for an extended time period due to a death in her family. See Research 
M ethods chapter for more explanation of why 1 chose to interview David Peterson in her absence.
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I had originally hypothesized that these factors would be the key structural variables 

explaining differences in patterns of ideological work. Size and location (re

conceptualized as "orientation to place") were retained as important structural 

variables throughout my analysis. Upon completion of the research interviews, 

however, it became apparent that the CRA rating was a central theme in the 

ideological work of CROs, rather than a variable influencing these patterns.

Because I was unfamiliar before the study with the structural variables of 

Officer Background and Officer Position, I did not see them as key influences on 

patterns of ideological work. This illustrates the limitations of trying to use a causal 

logic in a qualitative study, where there is little knowledge or clarity of relationships 

between causal variables and measured variables in the initial phases of the 

research. The advantage, however, of conducting this study with a qualitative 

technique is that I was able to discover the structural variables of Officer 

Background and Officer Position, and this discovery can be tested in further 

quantitative research.5

While I did not set out to study of patterns of organizational mediation of the 

law (see Edelman 1992, 1991), bank size and orientation to place appear to set 

limits on possible officer positions, and officer location appears to set limits on 

types of officer background. For example, the small banks studied had officer 

locations either in the Executive division on in the Compliance division. Only large 

banks in the study placed the CRO in a Public Relations division, because only 

large banks had sufficient resources to even have a Public Relations division. The 

effects of size and office creation are described in more detail in the concluding 

chapters of this dissertation.

5 See Shaffir and Siebbens 1991 on the distinct uses o f  qualitative vs. quantitative methods.
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The model below suggests the relationship between organizational context, 

institutional contradiction, and ideological work.

Figure 5.2 

Conceptual Model
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This model suggests that structural factors influence the manner in which 

institutional contradiction is managed and ideological work produced. On the left 

side of the diagram is the organizational environment, a term that organizational 

theorists have used to describe a variety of constraining factors external to the 

organization under study. These environmental factors can be socio-cultural (or 

institutional), natural, technological, economic, or politico-legal.

Theorists such as Pfeffer and Salancik (1978) and Lawrence and Lorsch 

(1986) suggest that the relationship between the organization and its environment is 

bi-directional. Organizations actively try and change their environments, precisely 

because they want to avoid making the internal structural, or perhaps ideological,
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changes requires by unsuccessful environmental control. The organization seeks to 

control the environment, not to be controlled by it. In this study, the possibility that 

banks use motive strategies to justify changes in the organizational environment, 

such as changes in regulatory rules, is explored as a possibility.

On the right side o f the diagram is compliance behavior, the behavior 

justified and rationalized by CRO ideological work analyzed in this study. Most 

regulatory studies analyze and categorize compliance behavior in reference to one 

element of the organizational environment: the enforcement technique of the 

regulatory agency. This study illustrates a much more complex analysis of 

compliance behavior, emphasizing the ideological work that is used to rationalize 

compliance behavior as an element in the social construction of compliance. 

Between the techniques of ideological work and compliance behavior is the 

category o f motive strategy. These strategies are combinations of motive 

techniques that I hypothesize to be related to general categories of organizational 

context. These strategies and their implications are further analyzed in Chapter Ten.
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VI. Research Methods

Due to the range of contextual factors influencing bank CRA compliance 

efforts, I chose the exploratory case study method as the most suitable method for 

analysis of the ideological work of Community Reinvestment Officers. The case 

study method is the most suitable research technique for situations in which the 

phenomenon under study is difficult to distinguish from its context. Yin (1993, 

1989) suggests that six different types of case study designs exist, based on 

whether a study examines a single or multiple cases as well as whether the  study is 

descriptive, exploratory, or explanatory in purpose. I chose a multiple-case format 

to help in exploration of distinct patterns in the ideological work of Community 

Reinvestment Officers in banks of different sizes and orientations to place.

As recommended by Yin (1993), the process of case selection for this study 

followed the logic of replication rather than a sampling logic. The goal o f  

replication is to choose two or more cases that are likely to produce similar results. 

This improves the researcher's confidence that similarities found between cases are 

due to the contextual factors identified by the researcher. A sampling logic begins 

with the assumption that the study concerns a sample that is representative of a 

larger universe. The fact that Cold Spring has a somewhat divergent history from 

that of other U.S. cities, particularly those of the midwest and rust belt, raises 

concerns about the generalizability of this study. Although generalizability of my 

findings regarding ideological work is desirable, my purposes in this study were 

more to explore possible patterns in this ideological work than to represent these 

findings for then entire "universe" o f CRO roles. For this reason, the number o f
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cases was kept relatively small. Follow-up research in other metropolitan contexts 

will be necessary in order to strengthen the more positivist assertions of this study 

regarding the impact of contextual variables on ideological work.

Because of my exploratory interest in ideological work among Community 

Reinvestment Officers, I was drawn to qualitative techniques when designing this 

study. A quantitative approach would not have yielded data on the subjective 

assessments o f Community Reinvestment Officers. Shaffir and Stebbins (1991) 

weigh the strengths of qualitative and quantitative approaches, and conclude that 

qualitative approaches are most useful for exploratory purposes than for hypothesis 

testing or prediction. I was not interested or at the point where I could test general 

hypotheses about ideological work.

Initially I had considered trying to conduct an ethnographic study, but soon 

realized that ethical, practical, and theoretical concerns would render an 

ethnographic approach less useful than an approach using interview methods and a 

multiple case approach with banks of different sizes and locations.1 The primary 

research instrument for this study was the semi-structured or focused interview 

(Merton and Kendall 1946). Throughout the project the goal o f being 

ethnographic, or acting as a participant observer, was kept close to heart. Given 

my personal research background as a student of anthropology conducting research 

in squatter settlements in Peru, I was often surprised how "exotic" it felt to dress up

1 Participant observation has long been considered the strongest companion research m ethod for 
the symbolic interactionist perspective. Better than any other methodological choice, ethnography 
allows the researcher to gain an understanding o f the subjective world o f members o f a  social 
scene, including complex bureaucracies (Rock 1979). However, because o f  its lack of structure and 
non-scientific appearance, participant observation is a particularly difficult method to employ in 
corporate settings. Dalton's (1959) covert observation technique is one way around this difficulty. 
In this case, however, the ethical violation o f  consent requires strong justification. Furthermore, it 
would be nearly im possible to gain access in such a secretive approach unless one were to become 
an employee of the organization.
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in coat and tie and venture forward into the world of banking executives. In 

addition to these somewhat exotic interview experiences, I supplemented interview 

methods with key informant interviews, participant observation, document analysis 

and historical research in order to add a dimension of generalizability to the study.

Unit of Analysis and Case Selection Criteria

In this case study of ideological work, the unit of analysis question was a 

challenge. The individual Community Reinvestment Officer was not an appropriate 

unit of analysis because I was interested in much more than the individual's 

personal views or biography. My goal was to seek patterns of motive among 

CROs in banks of different types and sizes. However, viewing the organization as 

the unit of analysis seemed problematic because I wanted my approach to be distinct 

from most analyses of community reinvestment that emphasize organizational 

behavior without exploring how individuals within organizations inteipret and 

influence these behaviors.

The unit of analysis in this study was in fact a role, and here I mean a role in 

the functionalist sense, as a status or position. Each bank studied had a different 

strategy for creating this position and for deciding what background of individual 

would best fit this position. The benefit of using the CRO position as unit of 

analysis is that it resolved the issue of who to interview in each bank setting. My 

goal was to interview the person who the bank identified for the public as its 

Community Reinvestment Officer. My identification of officers to interview was in 

this sense no different that the strategy a citizen or regulator would take in trying to 

find the proper person to address concerns about the CRA. Most banks had several 

people who were knowledgeable and could talk about CRA, but one person in
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particular was usually given the authority to meet with outsiders to talk about the 

issue. This was the CRO I interviewed, in ail but one case. The one exception 

occurred with Mahogany Bank, where the CRO the bank had identified was unable 

to meet with me for an extended period because of an illness in her family. In this 

case, I felt an interview at the bank was still worthwhile because the bank was one 

o f very few banks in the region that had received a "Needs to Improve" rating for 

its CRA performance. I persisted in arranging an interview, and eventually 

conducted one with David Peterson, a commercial loan officer at the bank.

The issue o f ffontstage behavior consistently crept into the interview 

process. Community Reinvestment Officers were often people that banks placed in 

these positions because of their strong impression management skills (Goffman 

1959). Knowing that I would be spoon fed a bunch o f frontwork did not deter 

from this research project, however, because in many ways frontwork was what I 

was interested in studying. The vocabularies o f motive offered by these officers 

were laden with efforts to manage contradiction, and I was interested in the 

implications o f these efforts for improved understanding o f  the compliance process.

I began case selection with several contextual factors in mind that I wanted 

to replicate in at least three of the banks studied: three categories of organizational 

size (small, medium, large), two categories of location (urban, suburban), and two 

categories of type (commercial, savings and loan). I began with a  complete list of 

metropolitan banks and savings and loan. From the complete list I selected 21 

banks (three per each o f  the seven criteria) in the Cold Spring metropolitan area as 

well as rural counties within an hour's drive of the metropolitan area. Finally, I 

consulted regulatory agency reports for past CRA ratings o f the listed banks. Most 

banks that had been evaluated for CRA as o f November of 1993 had received
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Satisfactory ratings, but some banks had received Outstanding and Needs to 

Improve ratings. I was curious about the reasons CROs would offer for out-of-the 

ordinary regulator}' evaluations, so I made sure to include several banks that had 

received Outstanding ratings and two banks that had received Needs to Improve 

ratings in the case study.2

The following table illustrates how the eighteen officers interviewed for this 

study are categorized based on the four structural variables o f organizational size, 

orientation to place, officer position, and officer background:

B ridgetow n  N ational Bank and Mahogany Bank were the two banks that had received Needs to 
Im prove ratings at the tim e o f sample selection. Neighborhood State Bank, Central National 
Bank, Regional Federal Savings, Multistate Bank, and Independence State Bank had received 
Outstanding ratings at the tim e of sample selection (Novem ber 1993). The remaining 11 banks 
had either received Satisfactory ratings or had not yet received a CRA rating at the time o f case 
selection. As com pared to the analysis o f CRA ratings conducted for the period o f  Jan. 1 to Sept. 
39, 1992 (Garwood and Smith 1993), my case study overrepresents banks with Outstanding and 
Needs to Improve ratings, but for purposes o f case study research and replication logic, I felt it was 
necessary to include these banks.
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Table 6.1

Structural Variables in Banks Studied

Org. Orientation Officer Officer
Officer/Bank Size to Place Position iackgrounc
Rick Arnold,
Vista National Bank Small

Localized/
Diverse Executive Banking

Sam  Bryant,
Neighborhood State Bank Medium

Localized/
Diverse Executive

D o f s U i n n

Blood
Ingrid Bums, 
Affiliated Bank Large

Regional/
Homogenous Compliance Banking

Freda Cantrill, 
Hom etown Fed. Savings Large

Regional/
Homogenous

Secondaiy
Marketing Non-Banking

Adam  Carlson, 
Finance Bank Large

Regional/
Diverse Special CRA Non-Banking

Rhonda Cole,
Central National Bank Large

Regional/
Diverse Special CRA Non-Banking

Roger Delafield, 
Suburban Savings Large

Regional/
Homogenous

Secondary
Marketing Banking

Heather Diggs, 
Downtown State Bank Medium Boutique Compliance Banking
O liver Green, 
Uptown State Bank Medium

Localized/
Homogenous Executive

Banking
Blood

Frank Harris,
Regional Federal Savings Large

Regional/
Diverse Special CRA Non-Banking

Belinda King, 
Hillside Bank Small

Localized/
Diverse Compliance Banking

Susan Munsterman, 
Third National Bank Medium

Regional/
Diverse Special CRA Banking

John Perkins,
Bridgetown National Bank Small

Localized/
Homogenous Executive

Banking
Blood

David Peterson, 
Mahogany Bank Small Boutique

Commercial
Lending Banking

Sandy Potter, 
Commerce Bank Medium

Regional/
Homogenous Compliance Non-Banking

Ornette Smith, 
M ultistate Bank Large

Regional/
Diverse Special CRA Non-Banking

Patrick Thompson, 
Adams National Bank Small

Localized/
Diverse Executive Non-Banking

M artin Trimble, 
Independence State Bank Medium

Localized/
Homogenous Executive

Banking
Blood

Gaining Access

Gaining access to Community Reinvestment Officers was an important 

obstacle to overcome. CROs are busy people who must respond to an enormous
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range of normative demands. In order to gain access, I employed insights from 

other scholars who have studied in elite settings. One method for gaining access is 

"framing" (Yeager and Kram 1995; Kram, Yeager, and Reed 1989). In their 

research on corporate ethics, these authors were warned that interview research on 

"ethical judgments" or "ethical climates" would constitute warning flags for most 

corporations (Yeager and Kram 1995:47). The researchers were told that corporate 

executives would be unwilling to participate in a study of ethics because o f fears 

that the research would be judgmental or because they feared damaging disclosure 

of sensitive information.

Due to these warnings, the authors decided to broaden the scope of their 

research project, calling the project an analysis o f companies' interests in 

"managing the value dimensions of their cultures, in particular any value conflict 

that may exist, and it terms of how such conflicts might impede the reaching of 

corporate goals" (Yeager and Kram 1995:47). By enlarging the scope of the 

research, extraneous data was gathered, but the additional effort helped business 

leaders find the study more interesting and less intimidating.

Drawing on networking skills and social contacts also has helped 

researchers gain access to corporate actors. Hoffman (1980) capitalized on 

her family's social connections to manage access difficulties in a study of 

hospital boards o f directors. Jackall (1988) relied on strong networking 

skills along with framing efforts in his study o f corporate managers.

In my efforts to gain access, I relied on both framing and networking 

techniques. In a very early stage of this project, I worked as a public policy 

researcher for the National Conference of State Legislatures (NCSL) on a project to 

educate state lawmakers about community development policy alternatives,
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including state and local CRA-oriented policies. In addition to reading and writing 

about the CRA during this period (see Chazdon 1991), I also began to network 

with nationally-known Community Reinvestment Officers, one o f whom spoke at 

an Annual Meeting of the NCSL. Through this individual, and through others with 

whom I had contact during my NCSL tenure, I was able to establish contact with 

several "key informants" in Cold Spring to discuss my research project and get their 

suggestions on how to proceed. Some of these key contacts were individuals who 

had backgrounds in banking or who worked in foundations or government agencies 

in which they often worked with Community Reinvestment Officers. Several of 

these key informants allowed me to use their names to gain access.

I also increased my networking opportunities through employment as an 

intern for an organization in Cold Spring that purchased community development 

loans from governmental agencies in the Cold Spring region and packaged these 

loans for sale as bonds to private sector investors, including banks. While working 

for this organization I met several Community Reinvestment Officers and increased 

my understanding of community development finance and the operation of 

secondary markets.

Once my choice of cases was made, I phoned each bank them to ask for the 

name of the Community Reinvestment Officer. In some cases, my call was 

immediately referred to a communications officer or bank executive concerned with 

who I was and why I wanted to talk about community reinvestment. I had already 

learned that the CRA was a red flag is some banks. Once I had the name and title of 

an officer to contact, I sent out an approach letter (see Appendix B), in which I 

usually "name dropped" one of my key informants if I believed the key informant 

was someone the officer would know and respect. In the letter, I gave some
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personal background and explained the purpose of my research and described the 

research process. I described my study in a slightly "framed" manner, calling my 

study "Community Lending Officers and the Interpretation of Regulatory 

Compliance." I explained that my research purpose was to examine regulatory 

policy from the perspective of the regulated industiy and to seek patterns in how 

compliance is understood among the regulated. I enclosed a blank copy o f the 

"Implied Consent" form (see Appendix C) and asked the officer to sign and keep a 

copy of the form before our first interview. Within a week of mailing each 

approach letter, I phoned the officer and set up an appointment for the first 

interview.

The CROs in five o f the original 21 banks selected either did not return my 

calls or indicated over the phone that they did not wish to participate in the study. I 

returned to my lists of banks and savings and loans and selected five additional 

banks to sample that had qualities similar to those banks that had declined to 

participate. After approaching these five additional banks, I was ultimately able to 

secure interviews at 18 of the 26 banks I approached and importantly, these 18 

banks were o f a broad range of sizes, locations, and market orientations. Despite 

my efforts to use framing and networking to overcome the difficulties of access in 

elite settings, my success rate in securing access was far from ideal.

Non-responses and refusals to participate contributed important insights to 

my findings since the clearest lack o f interest in participation came from the rural 

banks selected. None o f the CROs at the three rural banks chosen were willing to 

participate in the study, and two o f them did not respond to my phone calls at all.

In part, this may have been due to my lack of emphasis on networking to gain 

access to these rural banks, but it is also likely that rural bankers have the least
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interest in talking about the CRA, which is largely perceived to be urban-oriented 

regulation. Still, two o f  the banks that did participate in the study had rural 

branches and I was able to get a sense of the differing perspectives on CRA from a 

rural banker's point of view.

Of the five other banks that refused to participate, one in particular gave 

participation in the study serious consideration before refusing. In fact, I was able 

to schedule an initial meeting with three officers at Industrial National, a full service 

commercial bank in a moderate to low income section of Cold Spring. At that 

meeting, however, the officers expressed serious concerns with the confidentiality 

of the study and later phoned me telling me they would be unwilling to participate.

I later learned from a  Community Reinvestment Officer at another Cold Spring bank 

that Industrial National had been severely criticized by federal regulators for taking 

on too much risk in their efforts to create CRA loan products. The CRA was 

clearly a  sore point for them, and they seemed to want to talk about it, but I was 

unable to win their confidence.

Other Data Sources

Other sources of data used in this research were key informant interviews, 

secondary sources, and personal experience and knowledge. Key informant 

interviews were conducted with a CRA researcher at a local university, regulatory 

personnel, foundation representatives, an ACORN organizer, a former Community 

Reinvestment Officer, and a representative of the state banking association. These 

interviews were of great importance in helping leam the language of banking and 

CRA. Prior to this study, I had little knowledge of finance, and was unfamiliar 

with much of the terminology I was to hear during the interview process. While a
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certain degree of naivete can be helpful, I would have spent most of each interview 

asking questions about specific terms had I not given myself somewhat of a crash 

course in "banker speak." Other background came from my work experiences, 

described above, in which I conducted public policy research on CRA for a national 

organization and worked as an intern for an agency in Cold Spring that acted as a 

secondary market for community development loans.

I consulted banking industry publications such as the American Banker and 

the United States Banker for further insight into industry-wide perspectives. I also 

examined banking law journals, congressional testimony and federal regulatory 

agency reports for a further understanding of how the banking and savings and loan 

industries, through their national organizations, have organized their efforts to 

influence CRA regulation and to communicate with their constituents. Banking law 

journal articles were especially useful in providing background on the history of 

CRA regulation and up-to-date analysis of the costs and benefits of proposals for 

regulatory reform.

Finally, my personal experience was a source of data, as well as a potential 

source of bias. Several years prior to my public policy work on CRA, I had 

worked as a community organizer for ACORN, the Association of Community 

Organizations for Reform Now. Although ACORN was not active on community 

reinvestment issues during the time that I was an organizer, their activism on CRA 

since then has been particularly interesting to me. As an organizer for ACORN, I 

was dismayed by the organization’s emphasis on political ends at the expense of the 

means with which they achieved these ends, specifically the haphazard manner in 

which I believed organizers were paid, trained and supervised. So it was with 

considerable curiosity that I ventured into an investigation of a political/legal issue
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in which ACORN was one of the key national players representing the interests of 

residents of low income communities.

I also have a personal history with the dynamics of disinvestment and racial 

change as a result of growing up in the South Shore neighborhood of Chicago. 

During the mid-1960s to early 1970s, the South Shore neighborhood was 

"redlined" in a manner reminiscent of what happened in Boston's Roxbury 

neighborhood, described by Levine and Harmon (1992). In Roxbury, banks and 

insurance companies established a carefully drawn region in which federally- 

insured mortgage loans were specifically designated for African-American families, 

largely as a response to earlier federally-insured mortgage policies that spurred 

white flight to the suburbs while failing to provide credit to blacks interested in 

homeownership. In Roxbury, as in South Shore, this was a predominandy Jewish 

neighborhood considered unprofitable to bankers because so many of the residents 

had paid off their mortgages (Levine and Harmon 1992:6). My family's South 

Shore neighborhood, just south of Hyde Park, home of the University of Chicago, 

became a case study o f the racial tensions accompanied the process of racial change 

and the South Shore Bank is now famous nationally as a model o f progressive 

community development banking.3 My family moved from South Shore in 1974, 

several years after our last remaining relatives, most of my childhood friends, and 

our synagogue fled South Shore for the city's north side. However, my memories 

of the South Shore Jewish community, and my need to understand the dynamics 

created by what the Chicago school urban sociologists termed "racial succession," 

set the stage for my developing sociological interest in urban issues and a desire to

3 See M olotch (1972) on the racial dynamics o f  South Shore and Taub (1988) on the history o f 
South Shore Bank.
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understand the ideological work of bankers and other members of urban growth 

coalitions.

The Interview Process

This research project required an interview style that was sufficiently open- 

ended to allow informants to freely express themselves. It was an interpretive 

study so quantifiable data was not the primary goal. However, the interview 

process also needed to be focused enough to get CROs to talk about their 

perspectives and conflicts regarding CRA compliance. Merton and Kendall (1946) 

refer to this style as the "focused" interview in which all informants are asked 

similar questions but the particular phrasing of questions and their order are kept 

flexible to fit each interview. Often focused interviews make use of an interview 

guide, which identifies key probes, but does not spell out the exact manner in 

which questions will be asked.

I used a two-stage interview process to gather the data. Officers were 

informed in the approach letter and informed consent form that the interviews 

would be tape recorded and transcribed, although their confidentiality was 

guaranteed.

In the first interview, I used an interview guide to gather information on: 1) 

general personal and professional background; 2) self and role perception; 3) 

assessment of organizational commitment to community lending; 4) assessment of 

personal decision making power; 5) opinion of the CRA; 6) opinion of regulatory 

enforcement; 7) opinion of community groups; and 8) perceptions of other 

community lending officers. During the course of an interview, informants moved 

in and out of these categories. In most cases, I was able to work through the entire
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interview guide in a one-hour interview, although some of the officers had more to 

say than others, creating a need to finish the interview guide during the second 

meeting, which was scheduled three weeks after the first meeting to allow myself 

time to transcribe the first interview and identify any significant follow-up 

questions.

In the second interview, I used interview probes in a strategy similar to that 

of the Chicago Bar Project's analysis of lawyers' normative beliefs (Heinz and 

Laumann 1982). The authors of the Chicago Bar Project used a series of hand 

cards with evaluate statements on which lawyers were asked to indicate their level 

of agreement in a Likert-scale format. I perused the banking literature seeking 

statements made by bankers about the CRA and came across a series of seven 

statements entitled "The Seven Myths of Community Investment" in a compliance- 

oriented publication of a federal regulatory agency. These seven statements, with 

one addition that I found in a speech of a nationally-known Community 

Reinvestment Officer, became oral probe statements in the second interview (see 

Appendix D)

To elicit the most response from the probe statements, I printed them on five 

inch by seven inch index cards with a Likert scale ffom 1-Strongly Disagree to 7- 

Strongly Agree on the bottom of each card. I asked each officer to read the 

statement (and learned in early interviews to tell the officer they did not have to read 

them aloud!), to tell me where they stood in terms of agreement or disagreement 

with the statement, and why. I did not have an interest in quantifying their 

responses, particularly because my sample size was insignificant from a quantitative 

point of view, but I found that asking them to pick a place on the Likert scale from
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"Strongly Agree" to "Strongly Disagree" helped them focus on why they believed 

what they believed.

Data Analysis

The task of conducting the analysis of my interview research was a constant 

dialogue between my conceptual and critical orientation and the need to listen to 

how the CROs understood the CRA and issues of community development. As 

with any social scientific research, there were inductive and deductive elements to 

my approach, and I relied particularly on the analytic induction (Bogdan and Biklen 

1992; Denzin 1978), narrative analysis (Ewick and Silbey 1995; Riessman 1993) 

and extended case study traditions (Burawoy 1991; van Velsen 1967). Although I 

would never label this research as "grounded" (Glaser and Strauss 1967), I was 

influenced by debates over the role of grounded theory in qualitative analysis. 

Among these techniques of qualitative analysis, there is considerable disagreement 

as to the role of prior conceptual knowledge and personal ideology in the analysis 

of data.

Upon completion of my interview transcriptions, I used analytic induction 

to generate and hone the major categories of techniques of motive: techniques of 

complaint, avoidance, accommodation, and cooption. Analytic induction is most 

often associated with participant observation as a research method because it is 

predicated on the production and testing of hypotheses over time in a research 

setting. This method of analysis, as described by Denzin (1970) and Robinson 

(1951) involves the generation of hypotheses prior to entering the field that are then 

tested to see if they fit the facts in additional cases. The discovery of negative cases 

then leads to a reformulation of the hypothesis until a universal relationship is
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established. In many ways, analytic induction is a qualitative technique that 

provides a bridge between interpretive analytic methods, such as the grounded 

theory approach, and logico-deductive methods, such as survey or experimental 

research. Because analytic induction has a quasi-positivistic orientation, it is open 

to intense criticism from both interpretive and positivistic perspectives.

For example, there is disagreement among scholars regarding the 

appropriate uses for analytic induction techniques. Historically, the method was 

intended to produce causal and predictive theories, but Manning (1991) recently 

concluded that the method is inadequate for producing causal theory. Bogdan and 

Biklen, however, support the use of a "modified" analytic induction technique, 

where the purpose is to identify patterns o f  social processes and not generate 

causal, universal hypotheses (Bogdan and Biklen 1992).

My use o f the analytic induction technique built on Bogdan and Biklen's 

notion of a  technique useful for identification of patterns of social processes. I 

began the analysis process during transcription. The transcription of the research 

interviews and field notes resulted in over 1,000 pages o f data for analysis. I 

transcribed all of the interviews myself, writing notes to myself during the process 

of transcription about aspects o f the interview process, including characteristics of 

the setting, changes in the tone of the interview, or unusual circumstances and 

interruptions, that would be lost once the interviews were on paper. Upon 

completion of the transcription, I began to code the data into separate files. I relied 

entirely on word processing software and careful reading and re-reading o f the data 

for my coding and analysis.

In my first coding sweep, I divided the data into separate files based on 

statements made in the first interviews about community and community
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organizations, regulators and the law, industry and underwriting and risk concerns, 

and statements made in response to each of the eight probe cards during the second 

interviews. Analysis of the probe card responses was helpful for identifying the 

patterns of ideological work that I eventually labeled as techniques of avoidance, 

techniques of compliant, techniques of accommodation, and techniques of 

cooption, which I then "tested" against the open-ended data from the first 

interviews. It took several rounds of reading and re-coding the files o f data to find 

labels that accurately reflected the variety of responses to both the open-ended 

questions and the probe card statements.

The emergence of these categories of vocabularies was quite grounded, 

although I knew prior to data analysis that I was interested generally in patterns of 

ideological work or vocabularies of motive. The distinct vocabularies genuinely 

emerged from the statements of the CROs themselves and would undoubtedly 

resonate with CROs because in many cases they described themselves and each 

other using these characterizations.

In contrast, I developed the notion of inter-institutional contradiction, the 

concepts o f market and legal risk, the idea of motive strategies, the linkage of these 

concepts and strategies to specific social structural contexts, and theoretical 

implications of these strategies using a more deductive and conceptual approach 

resulting from my own intellectual and personal experience and curiosity combined 

with analysis of the interview data. My analysis drew from the traditions of 

narrative analysis and the extended case study method.

Narrative analysis in socio-legal studies is increasingly used to analyze the 

meaning embedded in courtroom testimony or conversation. While narrative has a 

range o f definitions, Ewick and Silbey (1995) suggest that three elements are
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universal. First, a narrative is a description, often selective, of past events and 

characters. Second, narrative is ordered in time. Third, narratives related past 

characters or events to each other in the form of an opposition or struggle (Ewick 

and Silbey 1995:200).

While narrative can be studied as the object of inquiry, Ewick and Silbey 

suggest the utility of using narratives as the means of studying social processes, 

because narratives are "social practices that are constitutive of, not merely situated 

within, social contexts, they are as likely to bear the imprint of dominant cultural 

meanings and relations of power as any other social practice" (Ewick and Silbey 

1995:211). My notion that motive strategies may in fact be employable as 

legitimate ideological artifacts, developed further in Chapter Eleven, emerged io m  

this type of reading of CRO narratives.

Riessman (1993) views the reading o f narrative only for content as a 

weakness, because much of what we can learn from narrative is learned by starting 

from the "inside" of a narrative and identifying how the speaker organizes his or her 

statements or why the speaker chooses a particular narrative style. In my study, I 

have mostly emphasized analysis of narrative content, failing in many ways to live 

up to the most thorough criteria of narrative analysis. In future analysis of my 

interview data, it would be beneficial for me to focus more specifically on these 

narrative forms, particularly in the storytelling of CROs regarding their experiences 

with regulators and community activists (see Chapter Seven for examples of these 

stories).

Riessman also argues that narrative analysis requires researchers to pay 

careful attention to how we represent the experiences of those we study, and that 

this attentiveness requires us to describe how we as social scientists decide what
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aspects of our informants' narratives to emphasize. If I were to write my own 

"narrative" about my relationship to concepts and data during the research process, 

I would say that I started out with a dissertation proposal highly influenced by 

concepts from critical theory. I was increasingly influenced by my interaction with 

CROs, the need to view them as real people working through difficult ideological 

circumstances, and the level of commitment and compassion many of them 

demonstrated to goals of community development. During the interview and 

transcription process, I moved towards empathy with the research subjects and 

away from theory and my earlier critical edge. Finally, during an extended period 

of data analysis and writing, I began to reintegrate critical theoretical insights into 

my findings, hopefully without a loss of the empathy I began to share for many of 

the officers in this study. The aspects of my informants narratives that I chose to 

emphasize had to do with how they defined and managed market and legal 

institutional contradictions, and while this aspect of their narrative was clearly what 

I was most interested in analyzing, I struggled to represent their narratives as 

accurately as I could.

The strength of the narrative analysis described by Ewick and Silbey is the 

capacity to show how narrative can be constitutive o f unjust or unequal social 

relations. In contrast to this technique, the extended case study method, as 

described by Burawoy (1991) is useful for understanding how micro-level 

situations, such as productions of narrative, are conditioned by structures of 

inequality. The extended case method was developed by anthropologists from the 

Manchester school (Gluckman 1964, Van Velsen 1964), who in their fieldwork 

strove to come to terms with the systematic effects of colonialism on the societies
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they studied. They sought to understand the historically specific grounding of 

behavior and belief in social structure.

Burawoy stresses that the theoretical grounding of observation can better 

address how "systemic forces and the way they create and sustain patterns of 

domination in the micro situation" (Burawoy 1991:283). As stated by Burawoy, 

the method . . .

takes the social situation as the point of empirical examination and 
works with given general concepts and laws about states, 
economies, legal orders, and the like to understand how these micro 
situations are shaped by wider structures (Burawoy 1991:282).

In contrast, the grounded theory method (Glaser and Strauss 1967) seeks

abstract laws based on emergent patterns of belief and behavior. The primary

orientation of the extended case study is to view the specific case under analysis as

anomalous in terms of existing theory, and then to modify the theory so that it better

addresses the case study. Prior to beginning my research interviews, I viewed the

"anomalous" micro-situation in this study as the process in which Community

Reinvestment Officers work through the institutional contradictions o f market,

community, and law. I believed that bankers were being asked to adopt more

socially responsive goals in an effort to comply with the CRA, but in the larger

context, the banking industry had a core logic that was somewhat contradictory

with these community-oriented goals. I entered into this research with a curiosity

and a fair amount of personal baggage about this normative conflict or institutional

contradiction guiding my research. Because of this, my analysis could not be

considered fully "grounded."

I am, however, aware that my own bias has been to view the Community

Reinvestment Act from a critical perspective and to view bankers' responses to the
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act as conflicted. Had I been totally grounded in my orientation, I am not sure I 

would have "seen" the contradictions I saw or "heard" the ideological work I heard. 

My imagination was sociological in its "urge to know the social and historical 

meaning of the individual in the society and in the period in which he has his quality 

and his being" (Mills 1959:7). Had I used a more fully grounded approach, I am 

not sure I would have been able to place CRO vocabularies in this type of social and 

historical framework.
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VII. Institutional Contradiction and Techniques of Complaint

During their interviews, Community Reinvestment Officers had to confront 

their discomfort with the foreign institutional logics of community organizations 

and regulators. Complaints were used to express the difficulties of maneuvering in 

complex inter-institutional situations. All o f the Community Reinvestment Officers 

interviewed complained at some point of their interviews, and their complaints took 

on different forms, including those directed primarily at the institutional logic of 

community (complaints about market risk) and those directed primarily at the 

institutional logic of regulators (complaints about legal risk). But complaints 

differed from the other motive techniques used by CROs to manage or bring some 

sense of closure to these contradictions. Through complaints, CROs identified the 

difficulties inherent to these contradictions, but complaint alone was never adequate 

to the task of managing institutional contradiction. As a result, CROs usually 

combined techniques of complaint with one or more of the techniques for managing 

contradiction described in Chapters Eight and Nine below. In this chapter, I 

identify these techniques of complaint, first regarding market risk and then 

regarding legal risk, because these are the statements that mostly clearly 

demonstrate how CROs view the institutional contradictions present in their work.

I  conclude the chapter with an analysis of the contexts of these complaints and the 

implications of techniques of complaint Then in subsequent chapters, I discuss the 

techniques of avoidance, accommodation, and cooption that CROs used to manage 

the market and legal contradictions they faced.
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Complaints About M arket Risk

CROs complained about market risk when they were uncomfortable with 

the divergent meanings or values of place held by the banking industry and by 

community organizations. As described in the literature, these contradictory 

definitions have been labeled as conflicts between use and exchange values, 

conflicts over localist ideology, or conflicts between stockholder and stakeholder 

interests. The three types of market risk complaint emerging from the CROs in this 

study included: 1) an emphasis on the underdeveloped knowledge of some 

community organizations regarding bankability and market risk; 2) the militancy 

and uncooperative nature of some community organizations that pressure banks to 

move outside of their traditional meanings of credit and safety; and 3) complaints 

about the inherent contradiction in trying to lend in economically disadvantaged 

communities in which dilapidated housing stock or lack of economic growth 

diminish the demand for traditional credit products, encouraging banks to lend 

elsewhere.

Unsophisticated Community Groups

Many CROs complained that community groups often entered into the credit 

process without sufficient understanding of business or the marketplace demands 

under which a bank must operate. During the time I had prepared to conduct my 

interviews with CROs, I had put an enormous amount of effort into learning the 

vocabularies of banking and CRA, and still found myself struggling when officers 

would describe particular lending programs or underwriting criteria in detail. I 

could only imagine how they viewed representatives of community groups who 

may have approached the bank with even less sophistication than I had.
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During most of her interview, Susan Munsterman, Vice President of

Corporate Affairs and Community Reinvestment for Third National Bank, struck

me as a very progressive thinker -- the type of CRO that would really push the

boundaries and accommodate the interests and goals of community organizations.

The only issue on which she offered accounts of the CRA that weren't completely

enthusiastic was the issue of lack of understanding by some community groups of

what kinds of loans are truly "bankable." She openly acknowledged the lack of

shared understanding of market logic in the following passage:

What I would say is I think a huge part of what I do is educational.
A community group will come in and they will have an idea for 
funding that really, and I don’t mean to say this in a diminishing 
way, it doesn't have touch with reality. I mean it's not a bankable 
deal. And so what I really do is work with 'em to try to figure out 
now how can we make this bankable, or what are the pieces we 
need to bring into place, what are the risk factors and how can we 
kind of bring those risk factors into a manageable level for the bank.
I mean do we need foundations to help us here? Do we need 
government to help us? Where are the things that are gonna make 
this transaction come together. And in some cases you know maybe 
we aren't the right player. People perceive that because these three 
buildings are all big buildings that we're all about the same size. O f 
course, we’re not anywhere near the same size.

The three buildings to which Susan refers are her mid-sized bank, and the

downtown offices of the two largest banks in the region, Multistate and Central

National. Munsterman prided herself in being a progressive force for community

reinvestment in a medium-sized bank that had recently changed management in

favor of a more community-minded CEO and management team. She offered very

few complaining statements in her interview and was always very clear about the

affirmative role her bank was taking in community lending. Despite her

progressive presentation, however, she felt that many community groups come into

the bank without a clear notion of what "bankable" means. Her task, therefore,
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was to explain bankability to them and identify ways to overcome risk factors. In

this w ay , the contradiction over market values would be overcome. Later in the 

interview, I probed Munsterman further about how she and Third National decided 

how to define a bankable deal:

Chazdon: You mentioned earlier something about deciding what's
bankable and what's not How do you do that? And are the 
standards, your underwriting standards that are normally 
used, are they, do you bend them somehow or how do you 
deal with that, where there’s a deal that is not bankable but 
you really wanna do it?

Munsterman: Um, we are under an operating letter at this bank [she
explains this further below]. That's why we had a change in 
senior management. So I'm fairly candid with community 
groups and say if this isn't bankable I really can’t do it. I’m 
happy to try and help you find somebody that'll do it, 
whether it's the city or whether it's another financial 
institution, but we just don't have a high capacity for risk. 
We just can't book loans that don't conform to the 
underwriting guidelines because we're trying to get the 
credits upgraded and get the portfolio into better shape.

Chazdon: I see.

Munsterman: So, I'm just really candid with people about that and say you 
know I'd like to be able to do this, here's why I can't and 
here's some alternative stuff about how you might be able to 
get this done. But we just aren't in that position. And we 
won't be for two or three years probably.

Chazdon: An operating letter, I’m not familiar.. .

Munsterman: That means that your regulators come in and they say we
don't like what your doing and they come back the next time 
and they say we told you we didn't like what you were 
doing, and then they come back the third time and they say 
either you do these things or we close you down.

Interestingly, this exchange with Munsterman occurred near the end of my 

first interview with her. Throughout the interview she had spoken with such 

confidence about her bank's role in community lending, their use of secondary 

market programs specifically targeted to lower-income borrowers, and her bank's
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support of credit counseling. When it came down to the bottom line of taking 

"risks" in lending, however, she was clear in her statements that undue risks were 

especially inappropriate for her bank because of the bank's safety and soundness 

record. My attitude about her progressiveness, which I had held throughout the 

first interview, was suddenly shaken by her admission that her bank not only didn't 

have to take risks in community lending, but couldn't take risks because of their 

operating letter. It was as if she had been given a license by regulators not to 

negotiate the market contradiction. Educating community groups, in Third National 

Bank's case, did not merely mean providing them with information about how to 

manage risk. It also meant educating them about the limited capacity of the bank to 

accommodate non-banking meanings of place.

An interesting aspect of Munsterman's complaint here is the fact the she not 

only addresses the contradiction over market definitions of place here, but also links 

her complaints about the market contradiction to a statement about an aspect of the 

legal contradiction or balancing act between safety and soundness and community 

reinvestment policies. She is able to switch from a complaint about the 

undereducated nature of community groups to a complaint about the limitations of 

her bank to make community development loans because of its past safety and 

soundness record (see "The Regulatory Tightrope” section later in this chapter for 

more examples of this type of complaint).

Freda Cantrill, Community Reinvestment Officer at Hometown Federal 

Savings, offered a more broad based analysis of the lack of education among 

community groups. Because Hometown is a large interstate savings and loan, 

Cantrill had worked with lenders and nonprofit community organizations in several 

states in which Hometown Federal operated and suggested that there is much less
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excuse, and much less of a contradiction over meanings o f credit, when the

borrower community organization is organized and sophisticated 111 incir approacnt

Cantrill: We work with a lot o f community organizations. We're
really active with ACORN. You could probably come up 
with a major list in almost of our areas, and we work with all 
o f'em . [laughing]

Chazdon: Well, first of all, have you noticed any differences between
their approaches?

Cantrill: Oh yeah. Some of them are veiy organized, some of them
have a long history behind them and you can talk to other 
people and find out like, if you have a big nonprofit, you 
know like your state housing agency, cause they've always 
done some kind of a program to find out what their track 
record was, what are they like to work with, that type of 
th ing .. .  So yeah, they all have different approaches, they 
all have different levels o f expertise, some of the nonprofits 
that have paid staff are o f course much easier to work with 
because they work with it all the time as opposed to like the 
people from ACORN, which is all volunteer, and they only 
meet at night, and they only meet on Saturdays, and we have 
to learn to be accommodating to their needs.

Chazdon: Would you say in general that the ones that have more
knowledge and expertise are the ones that are also more 
cooperative?

Cantrill: Absolutely, and accomplishing more. I mean by the time
they come to you, and they might have a five piece puzzle, 
and all's they need to do is fill in that last piece. They've 
already solved four of the pieces, and they know where to 
go to solve all those p ieces.. .  And the smaller ones, urn, I 
don't think it's really a matter of a lack of, or a 
misunderstanding of communication, I think that they just, 
their whole picture of what they wanna do I don't think is 
clear to them as much, and so it's much more a matter of 
helping them get organized than to help them do programs.

Cantrill was not alone in her description of the differences in expertise 

among community organizations. Some organizations, such as community 

development agencies attached to local government and community development 

corporations, must be run like businesses in order to survive. Therefore, they are
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likely to "understand" more than less business-like organizations how to 

communicate within a banking framework. Throughout her interview, Cantrill was 

careful to avoid using the lack of sophistication of community groups as an excuse 

for not working with them. But her description suggested a contradiction between 

the culture o f banks and the culture of grassroots community organizations.

Other CROs from large banks, such as Adam Carlson of Finance Bank and 

Rhonda Cole of Central National echoed Cantrill's theme that community 

organizations are highly variable. These officers went as far as suggesting that the 

presence of a sophisticated community organization as "partner" in community 

lending ventures is a necessity that isn't always available. The complaint in their 

case is the difficulty o f engaging in community lending when there is no community 

organization with which to partner. Adam Carlson, for example, was faced with a 

merger at his bank that would result in his job responsibilities changing from a 

primarily urban, central city context to a primarily suburban context. When asked 

how his job will be different, he responded:

Carlson: Boy, it will be different in a lot of ways. I think in many
ways more professional organizations, experienced 
organizations, the biggest advocates, the most vocal 
advocates, are in the city. And the city government of Cold 
Spring has a sophisticated staff and programs with the 
greatest dollars committed to them. So it makes it easy for a 
bank to partner.

Chazdon: You mean like the CDCs?

Carlson: Yep. And the community development agency works
collaboratively on lending. But suburban municipalities are 
less experienced, have less money. Certainly there are needs 
in the suburbs.

Similarly, Rhonda Cole found it useful to compare the experiences of 

community lending programs in different cities in which her bank, Central
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National, operated. In Cold Spring, she described how the bank was able to work

with a wide range o f highly skilled community nonprofits, while in other major

cities in which the bank operated, the infrastructure of community nonprofits was

much less developed.

Not only do we have huge headquartered companies, but huge 
foundations. Our success in CRA is dependent on working with 
community-based partners. I f  we don't have that piece, it's a much 
higher hurdle. The fact is, communities that we're trying to reach 
are very intimidated by commercial banks, and we need that partner 
[as intermediary].

W ithout highly skilled nonprofit organizations as "partners," Cole felt the 

work o f CRA was far more difficult. In her statement that communities are 

intimidated by commercial banks, she appeared to recognize a distinction between 

the place orientation of local residents and the place orientation of banks, but in her 

opinion, the only resolution to this difficulty is to identify community organizations 

that are sophisticated enough to work with banks.

W hen CROs described community organizations as uneducated, they made 

the assumption that these organizations must learn to speak the language of 

banking, and many community organizations, especially community development 

corporations, have accomplished this. But complaints about the educational level of 

community organizations are convenient because they enable the CRO to remove 

the political edge from the problem of lending in no-growth or declining areas. If a 

community group is deemed to be undereducated, the remedy for working through 

the problem is merely to educate them. While a  contradiction in orientations 

towards the market is acknowledged, the banker assumes that the community 

organization merely lacks the knowledge needed to work successfully within the 

bank's institutional framework. As a result, the bank's orientation towards market
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values is not questioned. It is assumed that the community organization needs to do 

its homework and come back to the bank with the same orientation toward the goals 

o f community development lending as the bank.

Confrontational Community Groups

A second and related complaint theme centered on the confrontational tactics 

o f community organizations, especially ACORN, the Association of Community 

Organizations for Reform Now, a group that organizes CRA protests and loan 

counseling programs in Cold Spring and in cities across the country. Militant 

tactics were often viewed by CROs as counteiproductive and unprofessional. In 

most cases, these tactics were viewed critically, and in some cases these tactics 

were used as an excuse to avoid the more militant community organizations and 

work only with more mild-mannered community organizations or community 

development corporations serving low and moderate income people.

In the following story, Heather Diggs of Downtown State Bank complained 

about experiences with ACORN as well as a group called Congregations United for 

Action (CUA):

Two years ago ACORN did a symposium for banks and it was 
supposed to be a chance to trade information and find out what's 
going on. And what ended up happening is that they asked the 
people from all the banks to stand up and answer the question what 
do you plan to do for us? And I thought that's kind o f rude to put 
us on the spot. I mean we were there to exchange dialogue, needs 
and what we could potentially do, and so I think you know that kind 
o f thing puts in on bad footing. W hen we were meeting with CUA, 
when we were talking about the kinds of things that we might be 
able to do as far as helping them in the housing market, we talked 
about the fact that, as you and I discussed earlier, the fact that we 
don't really wanna own mortgage own loans here. And one of the 
questions I remember being asked was "well why don't you 
change?!" And so there was that kind of veiy direct "you're doing it 
wrong" sort of thing. Whereas a person who had headed their 
group [came at things from] more o f a compromise standpoint,
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whereas one of the other people was kind o f "well you should 
change." And so [you are} pu t on the spot fo r being 'wrong without 
them trying to stand in our shoes and see it from  that view, you 
know we have stockholders who expect to make some money from  
us and that land o f  thing going on. They're a nonprofit group.

From Diggs' perspective, the lack o f ability of these groups to stand in the

banker’s shoes and understand the difficulties faced by lenders made it much harder

to work successfully with them. Her description of the split within the CUA group

between their more conciliatory leader and a more militant group member was

interesting because here she clearly faced the existence of different institutional

logics of her industry and community groups. She could easily manage the more

conciliatory meaning, but the group member that was unwilling to stand in her

shoes left her uncomfortable and frustrated.

Belinda King, CRO at Hillside Bank, grew quite emotional in the first

interview when the topic o f ACORN came up. I was surprised at the depth of her

emotion, given that I was a  stranger and that little trust had been developed between

us. I began to realize that the emotionality o f her encounters with ACORN

represented another aspect of the institutional contradiction between market and

community. There is little room for emotion, particularly anger, in the everyday

operations o f  the private sector, particularly when "customers" are involved. In

communities and in  many community organizations, however, emotionally-charged

encounters are much more typically part of the eveiyday routine. In the case of

ACORN, I knew from personal experience as a past organizer for the group that

highly emotionally charged encounters with government and corporate

representatives were viewed as desirable, because the discomfort they created was

felt to level the playing field somewhat. It was interesting for me, a former

ACORN organizer to see the effect of these tactics on a personal level:
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King: ACORN is impossible to deal with as far as I'm concerned.
M y most recent experience with a capital E with ACORN 
was when they summoned [emphasis] the banks to a 
meeting about a  year ago. They summoned the banks to a 
meeting to tell them their ten, I think in the letter they said 
that we want to tell you twelve recommendations, but they 
wouldn't give us an example. They wouldn't tell us 
anything about what this meeting was about, but we were 
expected to attend. So we went. Two of us went from here, 
and a lot of other banks were there. And the first thing we 
did was that we got there and they wouldn't let us in until 
7:00. Their meeting had started at six, or something and 
they wouldn't let us in because they were having a  little pep 
rally. Then you walked in and on the wall there was a list of 
the banks that were coming and then there was a list of the 
banks that declined their invitations. And then they gave us 
their twelve demands, and not recommendations, for what 
we should do, and it was so confrontational and 
antagonistic, and it was so totally off the wall because it was 
unnecessary. Then they wanted each bank, after they were 
done, to stand up and respond specifically to each of their 
twelve issues. Like I should stand up and tell them that 
Hillside Bank yes, would commit to making, I mean I 
should specifically say yes, we will make a cash donation 
and we will make this kind o f loans and we will do this. We 
can't do that, no bank could do that, so that didn't happen. 
Everyone stood up and said something kind of blue sky 
about how dedicated we were and all of this, and it was so 
antagonistic. But the worst thing about ACORN is that they 
never follow up. They never followed up. They followed 
up on one thing because I did tell them at that meeting that I 
would donate a PC to them. Well, they did follow up on 
that.

Chazdon: Uh huh [laughing]

King: But I have called them, I'm sure, six times since then, just to
kind of see what's going on, o r to ask them about a 
program, or to ask them about their membership newsletters 
that they sell advertising in, and I  can't get 'em to call me 
back. It’s always a different person, and it’s always this, 
and they’re just totally unresponsive. But then I  wouldn't be 
surprised in the least to get someone to another meeting and 
be antagonized. They don't know how to make it work as a 
team. And you look at all those other community groups, 
these nonprofit developers, or the neighborhood housing 
services, or this program or that program on the north side.
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They know how to get people to join in, to buy in. ACORN 
doesn't know.

Chazdon: Sounds like they have a particular notion o f power.

King: Oh, they certainly do.

Chazdon: They have had, on a national scale, some success and
influence in congressional decision making.

King: If what they want to accomplish is to let the world know that
they're the downtrodden and that we're the bourgeois, 
they're accomplishing that. But if  what they wanna do is 
actually get loans made and their communities rebuilt, find 
employment, they are not accomplishing that. And I'd be,
I'd love to work with someone who wanted to accomplish 
that.

Had ACORN been the only community organization with whom King and

Hillside Bank could "partner," her attitudes toward community lending might have

been more negative. However, King described working relationships with several

other community organizations that had been positive, especially community

development corporations that had experience developing community development

loan packages. But her experience with ACORN suggested how much of a contrast

over the meanings of community and place can exist between activist community

groups and banks.

Frank Harris, CRO for a large regional savings and loan, had a background

in political life, having worked on several gubernatorial and U.S. Senate campaigns

as well as having led the state's Democratic party. As the following passage

shows, he understood the reason for the tactics of activist community groups, but

he still felt the experience of working with them was "cumbersome."

I'd say the ACORN people have been the most problematical in that 
they're serving their communities well, I guess, in that they really 
press hard to achieve programs that serve low income people. Uh, 
the problem gets to be and I suppose it's any kind of activist you're 
gonna have this with, from the point of view of our people at the
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working level, the loan officers and so on, uh, the ACORN people 
want to push the envelope -- that you are going to loosen your 
credit requirements and so on -  and we did negotiate a package 
with them so that we have a substantially relaxed underwriting 
process on, for instance, the home ownership loans that we do 
with them. Um, but they, they keep pressing that even further.
Now I'm not sure that that's necessarily bad, because that's kind of 
just like a union and a business, a union trying to maximize the pay 
o f  its members and a business trying to control its cost within a 
framework, and so I don't know, as I said I don't know that it’s 
necessarily bad what they do but it's somewhat cumbersome at 
times having to work your way through those.

Harris was concerned that despite his bank’s concessions to groups such as 

ACORN and CUA, and Regional FSB had made substantial contributions to these 

groups for their loan counseling programs, the groups kept pressing further with 

their demands. He seemed irritated that there was no apparent limit to their 

requests. While he understood the reasons for their tactics, he struggled with the 

cultural gap that supported those actions.

Harris' concern was mirrored by those I interviewed at Multistate Bank, one 

of the largest commercial banks in the region. I conducted interviews with 

representatives of Multistate Bank at two levels. My first interview was conducted 

with Ellen Bums and Kevin Ball, who worked for the government relations 

department of the Cold Spring-based holding company in the bank's downtown 

tower. Ellen Bums' position was to work regionally as a liaison between 

representatives of local government and bank branch officers on community lending 

ventures. In this position, she was often exposed to what she identified as 

"posturing," not only by community group leaders, but also by agents of local 

government. When asked if she had any frustrations about the CRA, she 

responded:

Bums: A  lot of them. One frustration would be, well first of all I
think that CRA for the most part is a, I think its objectives
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are good objectives. So, I mean my comments are not to not 
to disparage the law but just with the fact the frustration of 
trying to make it work. But a lot of times there's a lack of 
good education or understanding on the part of governmental 
officials or community groups, or maybe it's a feigned lack 
of understanding so that there's a lot of posturing that goes 
on. For example, I was at a recent community meeting with 
city officials and they were asking us to participate. Is this 
confidential [laughing nervously]?

Chazdon: Yeah.

Bums: I was at this meeting anyway where city officials were
asking us to participate in a particular initiative that they were 
about to roll out, and I was brought aside and said "you 
guys have to do this because of CRA." Well that was right 
after we finished our exam and I knew that we were given an 
Outstanding rating and I understand the law to be one in 
which we can determine ourselves how we want to help 
meet the needs of low and moderate income people. It's not 
a prescriptive law. I know all of that, but here I am in this 
setting where I'm being told "you have to do this because of 
CRA" and I just wanna stick my tongue out and say well, no 
we don’t, we're gonna get an outstanding rating, but of 
course we don't do that.

Chazdon: But you wanted to.

Bums: [Laughing] But I wanted to. So that's a frustration. It’s
used as a whipping stick or posture, leverage kind of tactic 
all the time. Even if we’re doing a good job if doesn't go 
away. Even if we're doing a good job. So that, that's a 
frustration.

The prevailing theme from Bums was the discomfort and irritation she felt 

with the "posturing" of community groups and their efforts to grab power where 

they could. Like Harris, she was disturbed by the fact that her bank could be 

making an affirmative effort to lend and comply with the CRA in good faith and 

community groups such as ACORN continue to pressure them to do more.

Clearly, her bank's award of an Outstanding rating from federal regulators made 

her feel safe in her ability to say no and think about sticking her tongue out at overly 

political community activists. But she was "frustrated” that regardless of her
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feeling of safety, community organizations still felt they had the right to continue

pressuring the bunk using auVuSan&i tactics.

Omette Smith, the CRO for the Cold Spring offices of Multistate, picked up

on this theme in her interview. As Smith explained, ACORN's confrontational

tactics were so uncomfortable for Multistate that specific actions were taken to work

around ACORN to identify community lending needs through a series of

community workshops organized by the bank. When asked about the origin of

these workshops, Smith responded:

I started those in 1990 shortly after I came into this position and the 
reason that I started them was because of the climate of fear. Um, 
when I came here uh, I think ACORN picketed Multistate about two 
times in two months. They were making what appeared to be 
uninformed demands on the bank and they were representing a 
nebulous group of -  that we couldn't determine who they 
represented -- you know, it seemed like they were operating under a 
power of their o w n .. .  And the community people did not know 
them -  the people that they were supposedly representing you 
know, did not have any confidence that they -  most of them did not 
even know who they were -  which sent up some real red flags for 
us. Um, ACORN, one of the things that they try and get financial 
institutions to do is to enter into agreements with them. W e felt very 
strongly that if they weren't representing the communities that we 
served, we weren't interested in entering into any single agreements 
with them, so we developed the community workshops to go out 
into the community neighborhoods, so that the residents who lived 
and worked in those communities, and we asked them to come in 
and talk to u s . . .  Uh, through that process we learned an awful lot 
about the communities, a lot of what we learned was very contrary 
to a lot of the things that ACORN was asking for. ACORN is a 
national organization and they kinda operate on a national scale and 
they're not any more sensitive to the needs of any particular region 
than anyone else is. And so um, we decided to build our own 
program. We developed a low and moderate income program which 
is certainly the most successful and the largest low and moderate 
income product right now in this region, including government 
programs.

Smith's complaints about ACORN were part of an active effort to work 

around them in deciding how to define market risk in low income communities of

98

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Cold Spring. Multistate was unique in the banks of the region in the intensity with

which they avoided ACORN, and this could well be because of the intensity with

which ACORN had protested them in 1990. In order to avoid ACORN, the bank

created its own community needs assessment process. From a regulator's

perspective, Multistate did in fact create a large affordable mortgage program in

which they kept the loans in their portfolio because they did not meet secondary

market criteria. The bank received an Outstanding rating for their community

reinvestment efforts.

However, in the opinion of Pat Crandall, the ACORN organizer who had

organized those protests, Multistate's community workshops were a sham.

Multistate hired a minority-owned consulting firm to do meetings 
around town. They asked questions about community needs and 
they veered it away from bank lending. They got input on all sorts 
of stupid stuff. Our organization has enormous experience on how 
to make these programs work. There were entire neighborhoods left 
out of their maps.

Complaints about community organizations varied based on the CROs

perception regarding the values, tactics, and experience of the organizations with

which they had contact. Bankers experienced the least discomfort with community

development corporations or units of local government that were oriented toward

the physical aspects of community development The most discomfort and

complaining was directed at community organizations that appeared to the CROs to

be oriented toward their own political agendas rather than "value-free" development

(Logan and Molotch 1987, Stoecker 1994). In Cold Spring, ACORN and CUA

were the two most active of these organizations. In the case of ACORN, Pat

Crandall made this observation quite clearly:

We heard through the grapevine from a black Realtor that they 
[Multistate Bank] called their [affordable mortgage] program the
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"ACORN" program. They tried to avoid us because we don’t kiss 
ass and can't be bought off. We're different because we don't get 
government funds and we can't be controlled the way other groups 
are. These groups [nonprofit developers] don't have a constituency 
base. They aren't [community] organizations so they don't have the 
same kind of constituency to answer to.

Lack of Credit Qualifications and Demand

In the third pattern of market risk complaint, CROs launched their criticism

at the lack of credit worthiness of the loan applicants in the communities for which

the CRA pressured them to provide credit. In this motive technique, the

contradiction between economic growth and community stability was evident

Officers often felt it was unreasonable to be expected to provide credit for housing

that was unsuitable by traditional credit standards or in neighborhoods that showed

no signs of economic growth or credit demand.

Much of what Roger Delafield, Assistant Vice President for Suburban

Savings, had to say about credit indicated his lack of ability to even see a

contradiction between industry and community definitions of place (see Chapter

Eight). He had a very traditional and individualistic orientation toward the market

and toward place as a commodity. At times, however, he offered complaining

accounts that acknowledged the difficulties of trying to lend in low-income areas,

though still with a very individualistic bias. One set of complaints focused on the

quality of the housing stock in poor neighborhoods:

You talk of redlining, I think in terms of property location. We get 
an application on a home, we send our appraiser out there, and the 
home has got 15 years worth of neglect, you know we are not going 
to want to make a loan on that property. Deferred maintenance is a 
big problem, if it affects the way the house is, we're not gonna want 
to make the loan.
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I found this statement interesting because Delafield was admitting his total

discomfort with a geographic notion of community. For Delafield, the only factors

that have anything to do with credit determination are specific qualities of the

property or the loan applicant's credit qualifications. These are purely commodified

definitions of place. In this statement he talks about property location, but in the

next sentence focuses more specifically on what really matters to him, the quality of

property, and he doesn't appear to see any reasons for making the conceptual

linkage between property location and property quality.

Another type of complaint emphasized the small percentage of single family

homes in many neighborhoods of the metropolitan area, which from Delafield's and

Suburban Savings' point o f view, made it impossible to lend in those communities:

You know, I look at a CRA function as just being able to prove that 
you are a lender that is lending to a broad cross section and really as 
a means to defend yourself against some things that are hard to 
show. For example, when our HMDA data comes out and it shows 
some real discrepancies, we find out why. And many reasons, 
there's real good reasons for i t . .  And I've physically visited every 
single one of those areas, and for the most part they are all less than 
15% single family dwellings.. .  Light industrial, all rental. We 
don't do multi-family lending. We do primarily, 99% of our 
business is owner-occupied single family lending. So we have to 
research those things to make sure that we're not missing 
something, but also in terms of being able to defend ourselves.

Delafield's defensive language suggested that he felt the CRA pressured his

bank to provide credit outside of its bank's area of expertise, single family

mortgages. In the second interview, he was consistent in his lack of interest in

pushing the envelope to reach into low income communities with credit products

that might be more suitable to the housing stock of those communities. He
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suggested for example, that his bank would never work with programs such as

HUD 203(k) housing rehabilitation or reverse mortgage programs1 because:

Those types of programs are very difficult. You have to have a 
department that's gonna be assigned to do all the hand holding. If 
you're a high volume operation, that's pretty difficult.

For Delafield, community development-oriented lending that required any

special attention was out of the question. His bank was unwilling to "hand hold" in

any community in which the housing stock fell outside its market niche.

Susan Munsterman offered a similar set of complaints about the housing

stock of certain inner city neighborhoods.

I think one of the inherent problems, and I wouldn't call this 
redlining, is that if  you look at certain areas of the city, the houses 
really aren't mortgage-able. I mean our housing stock is getting to 
any age in some areas of the city where it was built as modest 
housing to start with, and it needs so much rehabilitation that it’s, 
either it needs the rehab and hasn’t gotten it or it needs the rehab and 
has gotten it and now the price is so out of line that low and 
moderate income people can't buy it anymore. You know, so there 
might be an area of the city where the housing stock really doesn't 
support mortgages.

While Munsterman complained about the housing stock issue and the lack 

of "mortgageability" of homes in certain neighborhoods, her vocabulary leaned 

much more toward accommodation, particularly regarding programs such as the 

HUD 203(k) housing rehabilitation program. In fact, for every complaining 

statement, Munsterman always followed with a conciliatory, compromising 

statement in which she tried to take some responsibility for ameliorating the

1 The HUD 2030c) program provides mortgage insurance for loans that are used for both purchase 
and rehabilitation of a home. While the goals of this program are ideal for community 
development purposes, many of the CROs interviewed complained that this particular program was 
too full of red tape form their banks to maneuver.

Reverse mortgage programs, also known as home equity conversion programs, enable 
homeowners age 62 or older to receive cash for the equity in their homes while they are still living 
in their homes. This type of program is designed for elderly people who are "house-rich and cash- 
poor" (Genz 1992).
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problem described. Her techniques of accommodation are further described in

v i i d p 'v w i

In addition to discussion of the deteriorated quality of inner city housing

stock, CROs also complained about the lack of loan demand and slow- or zero-

growth qualities of communities in their targeted lending areas. Oliver Green,

Executive Vice President of Uptown State Bank, offered some interesting

commentary on the struggles of his community bank to survive in an inner city

neighborhood that was not a growth area:

I started here with 38 million dollars in size and our loan to deposit 
ratio2 was 47 percent. Well for us to continue to grow in size, we 
had to go outside our Cold Spring Northeast area to start doing 
business with some dealers, buying car paper for example, things of 
that nature. You know the area itself was not a real growing area.
This is an all developed area, you know you had redevelopment 
happening, but real growth patterns were further into the suburb 
area, so for us to grow we had to go out and look for loans away 
from our base along with buying this indirect [car loan] paper.

Green repeated the phrase "as goes the community so goes the bank" on

several occasions during the interview process. He had grown up in a rural mining

region of the state that had experienced a dramatic economic decline during his

lifetime. As a consequence, he felt that Uptown State Bank had an obligation to

maintain a commitment to its Northeast Cold Spring neighborhood, despite the

neighborhood's economic stagnation. His bank's solution to this growth vs.

community responsibility dilemma was to open suburban branches, following

customers as they moved out of the bank's urban neighborhood into the nearby

suburbs.

2 Loan to deposit ratios are frequently cited by Community Reinvestment Officers as important 
measures of a bank's potential to expand its lending activity. The ratio represents the percentage of 
deposits a bank is lending. Regulators consider a bank's loan to deposit ratio, among many other 
factors specific to the bank and community in question, in evaluating a  bank’s community lending 
record (the 9th, 10th, 11th, and 12th of the twelve CRA assessment factors)
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This was a similar strategy to that of Sam Bryant of Neighborhood State 

Bank, except Sam Bryant spoke much more about the credit opportunities in his 

inner city neighborhood, and suggested that his suburban operations were in fact 

subsidizing the high level of loan demand in the city. In retrospect, this may have 

been CRA-inspired front work on Bryant's part. The reality for both of these 

community bankers was that they were holding on to inner city commitments, but 

they had also maintained a commitment to their mostly white, middle class 

customers that had fled their inner city communities to the suburbs. So the 

statement "as goes the community so goes the bank" was true, but the geographic 

logic of the statement was more complicated that either Green or Bryant described 

in their interviews. Much of the historic "community" of these banks had moved to 

the suburbs, and the banks had followed them, although neither bank had 

abandoned its original geographic location completely.

In Bridgetown, an economically stagnant exurban community, John Perkins 

described a similar dilemma of a decline in credit demand and the CRA problems it 

caused:

We haven't seen a big demand in lending, well despite our 
marketing efforts and our desires to loan the money in our 
community, we have not been able to generate the type of loan 
demand we want in Bridgetown.

Perkins described how as a result of this decrease in loan demand and

because of low bond interest rates, his bank decided to purchase car loans and

commercial loan participations that were originated in other parts of the Cold Spring

metropolitan area, outside of his designated CRA community, where more

economic activity was occurring.

We look at these as alternate investments and in no way has our 
investment in these loans either decreased the amount of money we
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have available to loan in the local market, nor has it decreased our 
willingness to loan in our local market, it's simply an economic 
reality, we have to put our market, our money, into higher yielding 
investments, whether they be loans or investments, bonds or 
treasuries. So what it boils down to, the OCC did not like us doing 
that They felt that regardless of the other things that we did, that 
this was a major problem because when you look at the mix of our 
lending portfolio, more and more loans were being made outside our 
area.

For Perkins, the market contradiction was so pronounced that he clearly 

separated in his mind the growth demands of his bank from its commitment to its 

local community. He believed that too much risk to the solvency of his bank would 

come from reliance on purely local loans and investments. Interestingly, Perkins 

discovered in his CRA evaluation that this type of out-of-community investment 

was highly suspect and his bank received a "Needs to Improve" rating from the 

OCC, so the lack of credit prospects in Bridgetown was not the only thing that 

Perkins had to complain about.3

Complaints About Legal Risk

The contradiction between industry and regulatory definitions of compliance 

was highly evident in the vocabularies of every Community Reinvestment Officer 

interviewed for this study. Many officers felt the need to separate in their minds 

distinct meanings for "CRA compliance" and "community lending." In other 

words, it was easy for CROs to believe that the formal requirements of 

documentation, delineation of community, marketing, geographic analysis, etc., 

were essentially unrelated to their performance in providing the credit access that 

was in the spirit of the law. It was interesting to observe, however, that in some 

interviews bankers spoke at length about the regulatory rules and spent little time

3 Perkins also complained at length about legal risk. See "Subjectivity and Politics in CRA 
Enforcement" section later in this chapter.
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talking about their community lending programs. Since there is no difference in the 

approach I took from interview to interview, this tendency suggested to me that 

some CROs use the "blame the bad regulators" tactic to evade discussion of what 

they may believe to be minimal community lending efforts by their bank. 

Complaints provoked by the contradictory logics of the banking industry and 

regulators included: 1) complaints about conflict with safety and soundness 

regulations; 2) complaints about regulatory formality and the associated time and 

financial commitment required; and 3) complaints about regulatory subjectivity and 

the political nature of the enforcement process.

The Regulatory Tightrope: Conflict with Safety and Soundness Regulations

Community Reinvestment Officers, particularly those with business

backgrounds, were quick to point out the contradiction between regulatory rules

pertaining to CRA and rules pertaining to safety and soundness. According to

David Peterson of Mahogany Bank, among the least community-oriented of the

officers interviewed, CRA encouraged banks to "jump through hoops" and "make

bad loans." He described one situation in which a loan officer in a rural branch of

his bank refused to make a loan to an individual because the individual lived in a

trailer park. It wasn't clear to me whether Peterson was being judgmental about the

loan officer's decision or not, but he was clearly uncomfortable with the public

nature of that decision:

It's a double edged sword.. .if you're not doing business in the 
trailer park, well, none of those people are credit worthy who have 
applied. Well you’re damned if you do the loan cause it's a bad 
credit, and you're damned if you don't do the loan cause you're not 
complying with CRA.
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After Peterson made this statement, I followed up with a question about the 

role of the government in supporting community lending through special programs. 

Peterson responded that he knew about SBA and secondary market programs, but 

that using those loan programs was a "very, very difficult process, and we haven't 

done it. Because we're so small, so limited. It's not worth it for us." The legal 

risk associated with use of government programs was too great for Peterson and 

Mahogany Bank.

Oliver Green did have experience using government programs to reduce the

risk level of community lending, and he was far less willing than Peterson to

dismiss the CRA as a law that forced banks to make bad loans. However, he still

believed there was a conflict between the intent of the different types of regulation:

There has seemed to be a conflict there. We have heard of banks 
getting exceptional ratings on CRA and their safety and soundness 
ratings have been pretty low. They don't go hand in hand 
obviously. The law itself does not really say that we should be 
making bad loans, and I know that. However, the pressure is to 
continue to be looking out there and grabbing at things that maybe, 
aren't up to safety and soundness standards that the regulators come 
out with. We have been fortunate so far that we have not had that 
problem where the quote CRA issue type loans that we have really 
honed in on, that have been written up by any examiner yet for 
being a safety and soundness problem. That does not mean it won't 
happen. A nd then I'll be taking the other side o f  the fence very 
strongly and saying you 're tellin 'u s  to do this stu ff and now you're 
blasting us on this side, you're grading me down, what am I  gonna 
do? I biow some bankers say what the hell am I supposed to do?

Green's statement suggests that his complaints about the conflict between

regulatory requirements could easily be transformed into vocabularies of blame if

his bank's behavior were identified by regulators as noncompliant. He saw himself

successfully walking a tightrope between regulatory requirements, but was able to

envision falling off, and in case that happened, he was ready to affix blame.4

4 This is a point I return to in my analysis of motive strategies (Chapter Ten).
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John Perkins, President of Bridgetown National Bank, had already fallen 

off the tightrope, and his description of the safety and soundness dilemma had a 

quality of victimization. His bank was given a "Needs to Improve" rating for its 

CRA performance and he complained about regulatory enforcement often during his 

interviews:

I guess I've had the sense that some of the projects, or some of the 
types of things the government thinks we should be doing would 
require us to relax our credit standards, although they tell you that 
your safety and soundness, you know they don't want you to do 
that. But see one problem is that you've got examiners in here 
doing CRA examination, they come in and do a separate 
examination. They're here for CRA. They can tell you that, 
criticize your lending, that you perhaps don’t have enough riskier 
loans on your books, or that you're not making enough of this type 
of loan or that type of loan. On the other hand, you get another 
examination team that comes in doing safety and soundness, and 
they’ll say you know your past dues are almost nothing, and the 
problem loans you've had here two years ago have all been worked 
out, you're doing a super, and your documentation in your files is 
great, you’re doing a super job of risk management. And so you 
have two different examination teams coming in giving you opposite 
messages, and it's the same government agency, you know, so it's 
just a matter o f  which bat do you wanna get hit by.

Perkins apparently chose to be hit by the CRA bat rather than the safety and

soundness bat, although he described his efforts to pursue legal action against his

CRA evaluation (see "Regulatory Subjectivity" section below). He maintained his

commitment to maintaining sound credit standards, describing his bank's

unwillingness to provide credit to unqualified applicants, and criticizing another

Bridgetown bank that he felt was erred on the safety and soundness side of the

tightrope:

In essence, what the OCC is criticizing us for is for not having more 
of our local market share than we do. Well in order to get that 
market share, what we would have to do is lower our lending 
standards below what our policy currently allows, and we just aren't 
willing to do that. And so the safety and soundness thing is 
definitely an issue, and we have said we are gonna continue to have
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an officer calling program, to try and identify credit worthy people 
we can loan m oney to and those neople that are kinda marginal. 
w ell try and work with them, too, but the people that are definitely 
not credit worthy, we will not lend money too. It's just not a sound 
way of doing business. The other bank, that is, in my opinion 
playing fast and loose, eventually I think that they are gonna take a 
fall, I think there's no way a bank can operate like they are without 
eventually having a problem, but in the meantime they are seen as a 
very easy bank to do business with, and they are.

Other officers described how maneuvering the safety and soundness

tightrope had much to do with the overall financial status of the bank of the

industry. They felt that their banks could afford to take risks on the community

lending side of the tightrope as long as their business was in sound condition.

These vocabularies were less a present-oriented complaint than a retrospective

excuse or a future-oriented disclaimer (Hewitt and Stokes 1975) because during the

time period of the interviews, all the CROs agreed that the industry was

experiencing a comfortable level o f prosperity. For example, Rhonda Cole at

Central National described a recent period in which Central National underwent a

serious downsizing as a result of financial mismanagement. According to Cole,

and other CROs interviewed, Central National was the only bank in town

committed to community lending activity before its financial problems were

scrutinized in public:

Five to six years we had severe financial problems, a big loss in our 
bond portfolio. We ended up with a new CEO and a new set of 
upper level managers. Prior to this time, we had been the largest 
bank in the state.. .  We had a very strong community presence. We 
had a community relations group going back 15 years. We were 
one of the first banks to set up a Community Development 
Corporation, very progressive. We were a leader in community 
involvement. .  The big financial problems made us very internally 
focused. We had to write off significant losses. We pulled back 
from the community and they reacted to i t  We've just recendy 
started to come back.
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The period during which Central National was "internally focused" was not 

something that Cole wanted to talk at great length about, but her statement suggests 

that a strong community presence and a financially strong bank go hand in hand. 

Her phrase "internally focused" suggests that there is an increased sense of security 

for a bank when it has the opportunity to exclude alternative institutional logics and 

focus entirely on the logic of market return. In her discussion of Central National's 

current CRA programs, she emphasized that lending was nearly always done at 

market rates and the bank's foundation or government programs were used to 

provide a subsidy, loan counseling, or whatever special loan structuring tools are 

need to make a community loan viable. The "new" Central National would not 

place itself at risk of loss in its community lending efforts. However, it is doubtful 

that the "old" Central National placed itself at risk in this manner, leaving a hint that 

hard times for the bank could once again result in an internal focus.

Ornette Smith of Multistate Bank echoed Cole's views on the effect of the 

bank's viability on community lending:

Smith: I think the reality is that if a business is not doing well they
usually have to be internally focused to survive, you know  
they ju st can't do all o f  this community s tu ff and forget 
about what's happening inside. So I think that it could be 
very different if a company was not doing well they would 
need to strategize on their own internal development and 
survival probably more that doing a lot of community 
development, not saying that that might not be part of their 
long range strategy or plan.

Chazdon: But it might be, long range goals might temporarily get put
on the back burner or something like that

Smith Right, I mean if you're losing business or struggling to
survive you have to deal with those issues before you can do 
a lot of, although in the banking business, loans and that 
kind of thing is business, so you couldn't turn totally away 
from it, it might be a little difficult to do some of the tougher 
deals, the ones that are very, very risky, some of the ones
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that I talked about where you know, you're fourth, fifth in 
line,5 you may not be able to do some of those at that time, 
but certainly there would be certain aspects of community 
development that they could do and do very well and still 
maintain or continue their internal strengthening as well.

In this exchange, Smith appeared to hear herself saying that hard times

means banks don't have to do community lending, and she backed down somewhat

in her second statement, suggesting that only the riskiest loans would be ones that

could not be made. Still, I found it difficult to believe that Multistate Bank, even

during the current good times, ever took a fourth or fifth position in making a

community development loan.

Frank Harris, a CRO with a previous career in Democratic Party politics,

offered many insightful statements about the politics of the safety and soundness

tightrope that banks were being asked to walk. In one of his philosophical

moments, he suggested:

I suspect ultimately they'd like to have us make more loans to poor 
people, but that runs into certain economic laws in that the 
regulations tell us that we can't make loans that are gonna go bad.
We’re supposed to have certain fiduciary responsibilities, so that 
other than to a number that we can subsidize that borrower, we're 
really not in a position to create money for low income 
neighborhoods. And as a practical matter, that's going to require 
government action. The private marketplace just isn't organized to 
do that sort of activity. If you wanna rebuild the cities, it's gonna 
take the government to do it.

And Harris had particular ideas on how the government should do it. He 

felt strongly that the CRA approach did not completely address the problem because 

it left the dilemma of market risk largely unaddressed. He also felt the secondary 

market system was a major source of the problem, because the credit requirements

5 Here Smith is referring to risk sharing arrangements in which several lenders participate in a 
loan. If there is a partial or late payment for such a loan, the lenders who are "last in line” would 
be last to be paid back.
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banks were forced to meet in order to sell loans on the secondary market were often

inflexible, with the exception of a few programs that had been created recently as a

result of pressure on secondary market organizations such as Fannie Mae. But

Harris believed that even government-affiliated programs such as FHA mortgage

insurance were limited by the same bottom line concerns that faced banks. He came

to the conclusion that:

As a practical matter, if they [government] were to really do it, they 
would change the FHA insurance requirements and a variety of 
things that would allow you to make loans to people who have 
lower income to debt,6 various softening of the credit requirements 
and so on. Unfortunately, their experience has been when they've 
done that the FHA insurance fund has lost a ton of money. So 
they're not about to use government dollars for that, so then the next 
step is to have the bank do it, but they know that they can't force 
banks to have lower credit standards, etc., so they kind of created 
this oddball fiction, if you will, and I suspect that it has brought 
some credit to inner city neighborhoods that might not have 
otherwise been there, but that isn't at all clear.

As officers in large, regional banks with highly developed CRA compliance 

programs, Harris, Cole, and Smith, were supportive of bank efforts to improve 

credit access in underserved communities. After all, their jobs were dependent 

upon these efforts. However, they all agreed that financial hardships either within 

their banks or in the industry would diminish the effectiveness of their efforts, 

especially their efforts to work harder or use discretion in community lending 

activity.

Regulatory Formality and its Costs

Particular regulatory rules related to CRA spurred the most critical and 

complaining dialogue from CROs. The first of the twelve compliance assessment

6 Harris is referring here to income to debt ratios, which are among the actuarial tools used by 
bankers during the underwriting process to make credit decisions.
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factors, for example, requires banks to ascertain the credit needs of its community,

including efforts to communicate with members of the community regarding their 

credit needs. Many CROs viewed this as a useless documentation requirement, 

suggesting that they were making calls to community groups just to say "hello, we 

exist, come bank with us," and then to make a note of their conversation and place 

it in their file.

In some situations, the work required for compliance directly interfered with

CROs efforts to establish or operate targeted lending efforts. Ornette Smith was

particularly distressed about the data gathering and reporting her bank was required

to do as part of the HMDA:

CRA, overall I think is very good legislation. I think it's very 
powerful. I think it's brought about a lot of change. I think the 
activist groups, ACORN and community groups all over the nation 
got them to draw up regulations. I  think it's getting out of hand 
now because the intent is to lend to low and moderate incomes, and 
now all I spend all my time doing is analyzing our HMDA data 
trying to determine where we're lending and who we're lending to.
Believe me I spend so much more time doing that than I do 
development training programs and low income products. We're 
spending more time justifying what we're doing that we are doing it.
And I think that's a shame.

At other points in her interview, Smith's disclosed a more general distrust

of government that appeared to pre-date her complaints about the government's role

in CRA enforcement:

Smith: HMDA's land of tacked on to CRA and what does it do?
Are you familiar with the Boston study?

Chazdon: Well, the recent one? Where they controlled for income and
black applicants were turned down a much higher percentage 
of the time?

Smith: Yeah. That was based on 1990 data. 1990 was the first
year that financial institutions were required to report in the 
fashion that the OCC had put together so they've drawn this 
elaborate conclusion on HMDA data that they know is about
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70% inaccurate. It is the biggest flop. I believe that some of 
those analogies are true but why don't we just deal with the 
real issue [credit discrimination]. Government deludes 
everything. It confuses everything. It takes everything to a 
level where it makes no sense, you know.. .  I don't know 
why they need all the elaborate studies to show how things 
are. You know, everybody knows that nothing has 
changed. I've been a minority person all my life. I can tell 
you nothing has changed.7

Smith saw hope in the CRA and in Multistate's programs to increase credit 

access through home ownership and mortgage counseling programs targeted for 

low- and moderate-income people. She seemed genuinely irritated at the need to 

comply with the government's efforts to document credit discrimination when she 

could have just easily been spending her time developing loan products to address 

the very problem the government was trying to document

Oliver Green expanded on this concern with the time commitment of 

compliance by suggesting that the entire regulatory framework of the CRA needed 

to be scrapped in favor of a more incentive-oriented approach:

Green: It's a lot of paper pushing, a lot of expense taken on by the
industry. I do not believe that the industry could have 
survived throughout the umpteen years it has without 
bankers being involved in their communities. Communities 
would not have prospered or grown without the local bank 
being involved.

Chazdon: Are your feelings strong enough that you would support a
movement to repeal the CRA or to reduce its effectiveness or 
reduce its strength?

Green: Sure, do I believe it would happen, no. I don't think they'd
ever repeal CRA. I'd like to see some changes in it. Some 
changes to the institution so that the time and effort and 
dollars being spent towards CRA paper pushing can be 
reallocated back into the community. If I had an extra $50 to 
$75 thousand that I could put back into the community and 
do different things to benefit the community.. .

7 Smith is an African American woman and the only CRO in this study who is a person of color.
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Chazdon: So rather than spending whatever the salary is for an
examiner to come in and do a CRA exam, you'd rather have 
that salary to spend to help. . .

Green: Do something on Main Street. Do some redevelopment in
Northeast Cold Spring.

Rick Arnold, President of Vista National Bank, thought the regulators

needed to be able to use more discretion in enforcement, suggesting that the

application of rules drawn up by bureaucrats in far-away places was not suited to

the different contexts in which banks operate:

I would say that when the examiner in charge, or the individuals that 
are examining the bank, or examining any particular area, if they 
have not done it before, they're learning at the very same time that 
they're grading me on it, and there's a learning curve because the 
new codified procedures of CRA examination were just that, they 
were new a couple of years ago, and so we were one of the first to 
get it, and I remember that the OCC office in Cold Spring, that 
district, had someone that was in charge of that, and that person was 
consulted from time to time during the examination, and if anything,
I would say that the regulators are frustrated many times too in that 
they have to follow the procedures, and if the procedures say you 
know A, B, C, D and I wish that the examiners themselves were 
given more autonomy to determine what standards that they need to 
employ or what process that they need to use to be comfortable and 
to grade, wouldn't it be nice if the regulator in charge, which is 
close to where the rubber hits the road, and it's not some bureaucrat 
in a centralized place reading hundreds of reports.

As President of a small community bank, Arnold's views on discretion

differed from those of officers with compliance roles in larger banks. The

contradiction between his small organization's philosophy and the regulatoiy

uniformity of rule application was acute. It is no surprise that his views on

regulatory discretion differed from views of other CROs, especially those charged

with other compliance functions, who felt that CRA enforcement was too

unpredictable and inconsistent
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Frank Harris provided incredibly detailed accounts of the hoops he and

Regional Federal had to jump through for CRA compliance. He was particularly

irritated by the purely superficial elements of compliance, such as maintaining a

CRA notice in a public place in the bank, and the fact that regulators often changed

the rales for these procedures. He also felt the requirement that banks document

their encounters with community organizations was "a lot of Mickey Mouse:"

For an active and aggressive institution, it's a big nuisance.. .
They've taken the view that if it isn't documented, in their parlance, 
it didn't happen. Well, the fact is, to me, I don't mind keeping track 
of the fact that I met one night last week with people from ACORN.
But to have to have something in the file that says we met, this is 
what we talked about, here's what we agreed on, etc. that's a lot of 
paper. And the fact is, except when an examiner comes around, 
which can be anywhere from one to three years apart, it's never 
gonna be looked at, by anyone. So that’s a lot of paper for very 
little purpose.

The theme that "if it isn't documented, it didn't happen" was repeated by 

several of the officers interviewed as a concern. There was clear irritation but little 

discussion or analysis of why the regulators might need to see the documentation or 

why they might not be willing to take a bank's explanation of its community 

activities at face value without documentation. The rule-based and standardized 

logic of the regulators was clearly a source of irritation.

Interestingly, the officers that expressed the most complaints about 

documentation and regulatory formality were those CROs in positions that did not 

have to work with other compliance issues, such as the specialized CRA officers in 

large regional banks like Multistate, Central National, and Regional Federal, and the 

community bank Executives. CROs such as Sandy Potter and Heather Diggs, both 

of whom worked in the Compliance divisions of their banks, spent little time 

complaining about regulatory formality. To them, the CRA was just like any other
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law. They were much more accustomed to working through the industry- 

regulatory contradiction. Their complaints tended to focus more on getting loan 

officers to take community lending and documentation requirements seriously.

Subjectivity .and Politics in CRA Enforcement

A third pattern of legal risk complaint emphasized the lack of consistency 

and political nature of CRA enforcement Officers described the lack of clarity and 

political nature of regulatory rules, particularly those for "delineation" of a bank's 

service community, inconsistencies within and among federal regulatory agencies, 

and the capricious and often political nature of the grading process.

The issue of community delineation was interesting because it struck right at 

the heart of the contradictory institutional logics of industry, community, and law. 

For most bankers, community meant market, the clientele with whom the bank 

conducted business. The CRA, through regulatory and community group 

enforcement, encourages banks to expand its ideas about its market to more directly 

include low- and moderate-income areas or places. In this post-industrial era, 

however, the concepts of community and market do not have the same affiliation 

with geography they once had. These terms could just as easily refer to a network 

of individuals connected by a shared identity or belief system as they could to 

individuals living or working in a specific place. As described in the public policy 

literature on localism vs. antilocalism (see Chapter Three), the logic of both the 

CRA and the HMDA created a huge logistical problem for bankers that they often 

had not considered seriously: what were the geographic limitations of its market?

In effect, the CRA asks banks to adopt a "modem" geographic definition of market 

and community during a period in which those "modem" definitions are undergoing
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rapid transformation in society. Needless to say, the delineation of community was 

a highly charged process, particularly for small and medium-sized banks that could 

not merely identify the entire metropolitan area as their delineated service area. In 

addition, those banks that had received Needs to Improve ratings felt that improper 

delineation of service area was the cause of their poor evaluation.

While Belinda King and Hillside Bank had not yet received a regulatory 

grade, she described the subjectivity of community delineation and the political 

nature of drawing these boundaries:

King: But if you look at the way the regulation is written and the
criteria, it's really hard to delineate a community in an urban 
area. It's one of the toughest things about being a small 
urban bank. If you're a large urban bank, sure you just take 
the whole seven county area. And if you're a small rural 
bank, you know draw a circle around it, or a county. But a 
small urban bank, we used to have a delineated community 
that was much smaller that it is right now. But it was very 
subject to criticism because it didn't have logical borders, 
because you're supposed to have logical borders. And 
beyond political borders, there aren't any other logical 
borders.

Chazdon: Like is a highway a logical border?

King: No. Because there could be a low income neighborhood on
the other side. There aren't any logical borders other than 
political, I don't think. So we're stuck with the whole city, 
and when you get down to the suburbs, it doesn't make 
sense for us to have the whole city of Richville [a suburb]. 
It’s huge, but there's no logical, now Richville doesn't 
happen to have any low income communities, but we'd have 
just this arbitrary, let's just draw a line, because part of it's 
close to our office and part of it's not

Chazdon: I mean, it seems to me that the Hillside neighborhood has
logical, I mean when I think of it I think of a very bounded 
neighborhood.

King: There's a neighborhood. Oh no. But the bank is larger than
that, I mean, our, the size of bank we are, we can certainly 
work with more than just one or two neighborhoods. The 
funny thing is that if we were to draw a boundary around the
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Hillside neighborhood, while the Hillside neighborhood is a 
low income neighborhood, it is surrounded by other low 
income neighborhoods, so we would potentially be leaving 
out, even though, I think it's 80% of our delineated 
community in Cold Spring is low income. So it's almost 
like we take a circle and say, let's put all the low income in 
and kick out all the others, but we could still be criticized if 
there was even one low income area excluded. And that's 
the rigidity of the whole delineation, is the fact that what 
you’re doing is kind of unnatural boundaries.

King felt the process of community delineation was particularly difficult for

small or medium sized-banks that could not claim the entire metropolitan area as

their market, so her decision was to include as many low-income neighborhoods as

possible in her boundaries, whether there were sizable numbers of customers in

those communities or not King's views on community delineation were an

interesting example of how differently regulators and banks appear to view place.

From King's perspective, regulators viewed place very specifically as jurisdiction,

while she was very aware that the boundaries of low-income "places" are not so

easily defined.

Rick Arnold described the confusion and frustration he felt with the 

community delineation process as resulting from Vista National receiving a Needs 

to Improve rating from the OCC short after he began his tenure as President of the 

bank:

The problem that we had was too grandiose a delineated community.
Part of that was my inexperience and feeling that misperception that 
if you have a delineated community, then that’s where all your 
business is. No, that's not where all our business is, but that was 
the same reason why I thought the whoie seven county metropolitan 
area was our area. Quite frankly it was the area that was stated to be 
our community before I came here. I didn't see a reason to change 
i t  We weren't examined before. We changed it, and that was 
reactionary. And now we're much more proactive.
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Arnold was so unhappy with the initial "Needs to Improve" rating that he 

petitioned the OCC to return to his bank within two years of its initial review and 

re-evaluate the CRA performance. By the second time around, Arnold had changed 

the definition of his delineated community and his bank received a Satisfactory 

rating. After the enforcement process, however, he was left with a complaint about 

the political nature of the enforcement process and the particular need of regulatory 

agencies to find problems in the banks they regulate in order to maintain their 

legitimacy:

You look at the OCC, it has absolutely no upside. They only have 
downside. If they don't find a problem and they don't correct it, 
and a bank goes bad, it's their fault, or part blame. If they find a 
problem, if they identify and close down an institution, they're 
doing their job. We pat ’em on the back for that

Patrick Thompson, President of Adams National Bank, a bank quite similar

in size and orientation to Vista National, had almost identical words for the

tendency of regulators to accentuate the negative when conducting regulator

evaluations, whether for CRA or any other type of regulation:

They've gotta find something. The most glowing thing they'll ever 
say about a bank is it's satisfactory, it's adequate. They never 
would use the words great, wonderful, excellent. You just never.
We’re one of the highest earning banks, [goes into a drawer of his 
desk to find some paperwork] Return on assets, do you know what 
that is, we're in the top ten percent of banks in the country. They 
use words like "the finance mission is sound. However there are 
weaknesses. Quality is good. Supervision of the bank is 
satisfactory." See, just real, not very complimentary, but you know 
it's like you're an auditor, if you make a mistake, the bank goes to
hell They've gotta find something wrong, every time. They
want you to fix it. They say expand this, or improve this, or more 
reporting, more reporting systems.

While the CRA does actually create the opportunity for a bank to gain an 

"Outstanding" rating from regulators, these two bankers had not yet received one, 

and seemed pessimistic about ever being recognized for their hard work providing
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credit in low- and moderate-income areas. And ironically, both of these banks were 

located in low-income, racially diverse neighborhoods in Cold Spring and they 

were the only financial institutions, other than check cashing establishments, 

operating in these neighborhoods.

In a different twist of complaint about regulatory inconsistency, officers 

described the inconsistency among the four different regulatory agencies charged 

with CRA enforcement. Freda Cantrill of Hometown Federal Savings described 

these differences as well as the constantly changing nature of the rules and 

procedures:

We're governed by the OTS, so the OTS has an explanation of CRA 
and how it should be enforced, and FDIC has a different explanation 
and the OCC has a different explanation, and when you go to a CRA 
seminar put on by the Consumer Bankers Association, they can't 
just say here’s what the latest news on CRA is, what they tell you is 
here's the latest from the FDIC, here's the latest from the OTS, 
here's the latest from the OCC, and nobody has a definitive answer 
as to what's going on, so it's really quite confusing. All you can do 
is hope that you're always focused in on which section of the latest 
article you’re supposed to be reading, because that's the section that 
the OTS commented on. So, it's, there is no one publication that 
tells you everything about the CRA.

Similarly, Ingrid Bums of Affiliated Bank felt the regulatory enforcement

procedures were inconsistent from one regulatory agency to the next:

Bums: Well, like I said before, it's too subjective. I think that when
you have one person in the OCC going into several banks, 
say they go into five banks, the same person, they can 
compare those five banks, but how can they really compare 
them to other banks that are regulated by the Federal Reserve 
Bank, everybody looks at it differently. It's really 
subjective.

Chazdon: So it leaves it too open for the four regulatory agencies.

Bums: Right. I know they're trying to work through the FFIEC
[Federal Financial Institutions Examination Council], but 
just the way it’s written, some of these things are left up to 
that particular person who's doing the exam, I mean how
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they feel themselves, so, and I think that's what makes 
difficult to compare ratings, it's like comparing apples and 
oranges.

She had been through two separate evaluations with the OCC, and when

asked to compare the experiences, she replied:

Well, let's see the first time was two years ago and [we] told the 
gentleman we had ten different files, did he want to use them, he 
said no . . .  he was looking, going down a list, looking for 
documentation, but it seemed to me to be more technical, whereas 
the exam we had in April, they always request forms before they 
turn in, and one thing they requested was the CRA file. So I told 
them you know this is the CRA file cabinet, and he only wanted to 
see certain things. Now this may be a change, but they didn't really 
look at everything we had.

Bums was frustrated that she had spent considerable time developing a

filing system based on each of the twelve CRA assessment factors when it turned

out that the regulators were only interested in seeing one file. Her time had been

completely wasted. After discussing her experiences with regulators from the

OCC, she recalled an earlier CRA exam when her bank was regulated by the FDIC:

And then I remember before we merged the bank, before we had the 
centralized compliance function, our CRA exam was with the FDIC, 
and that was totally useless, they just had their little checklist, and 
then when I was, after we'd had our exit interview and the examiner 
told me what they found, he told me that he was going to 
Washington to get trained on CRA After he had completed our 
exam! So of course, that's going to be a false exam. I thought that 
was interesting. When I heard that I made sure that when I got the 
report if I didn't like it, I was gonna use that.

Bums' last comment, that she would have used information about the

regulator's lack of training, suggests that there may be more to vocabularies of

complaint that simple release of frustration or acknowledgment of institutional

contradiction. Her comment suggests that techniques of complaint may be a

necessary but not sufficient ingredient in the development of techniques to redress

what a bank may perceive as a wrongdoing resulting from CRA-inspired
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contradictions. What may be needed to activate vocabularies of blame is a clear rule 

breaking episode, and in most of CRA compliance, this level of severity is not 

reached.

However, something close to a rule breaking episode is reached when a

bank receives an unfavorable grade such as Needs to Improve or Substantial

Noncompliance in a CRA examination or when a community group lodges a protest

in the bank's lobby. John Perkins of Bridgetown National received a Needs to

Improve grade and he spent much of his first interview complaining about i t  His

first complaint was about the regulatory subjectivity in the grading process, in

which federal regulators gave his bank recommendations on how to improve its

Needs to Improve rating and then changed the rules once Perkins had put

considerable effort into complying with the original recommendations:

We felt we had accomplished all the things they had asked us to do, 
and they came in and did another examination of us this spring on 
the recommendation of an examination crew that was in last 
summer. The examination crew that was in last summer saw 
improvement in what we had done and recommended an early 
examination based on what the OCC had told us to do. The 
examination crew came in this spring and, as I said, they were 
totally off base in what they did. But they never disputed the fact 
that we did exactly what they asked us to. But what they told us 
was "well the rales have changed." "We're going to evaluate you 
on a different basis now," and one of the frustrations I have is the 
utter lack of communication between the OCC and the people they're 
trying to regulate. That examination in 1991 was signed by an 
officer of the United States government, and that officer said that 
you need to do these things. That officer left and went to another 
area of the country, and we were assigned a new officer to come in, 
and that person basically has the power to throw out what the other 
person said. Now if they were gonna change the rules, wouldn't it 
be fair to expect that they'd give us some notice that they’re 
changing what they want us to do? I mean any business would 
expect that you know in dealing with one another.. .  So in essence 
we followed some very specific guidance from them, and they 
turned around and stabbed us in the back when we only did what 
they asked us to, so I mean it's just incredible.
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What Perkins and Bridgetown National Bank had done (described in more 

detail above, see "Lack of Credit Qualifications and Demand") was to start 

purchasing auto loans from across the Cold Spring metro area. He felt this was 

done as an investment to substitute for his bank's investments in bonds because 

bond interest rates had been lower than auto loan interest rates. The regulators felt 

the practice of buying car loans from across the metro area showed a lack of 

commitment to providing credit in Bridgetown, an economically distressed town on 

the fringe of the metropolitan area. The regulators had also recommended that 

Perkins change the definition of his delineated community from the seven-county 

metropolitan area to a much smaller area including Bridgetown and its immediate 

surroundings.

Later in the conversation, Perkins began to complain about the political 

nature of the process. At this point, his complaints began to sound more like 

attribution of blame. After all, he and his bank had been found to be somewhat 

deviant A Needs to Improve rating is considered a negative evaluation among 

banks, and such a rating sends a message to a bank's customers that the bank is not 

being a good corporate citizen:

Perkins: It gets down to politics. The president has stated that he
would like to establish a whole new career track with the 
OCC of people that would just specialize in CRA 
examinations. Now these people who are working for 
government have no profit motive whatsoever, they only 
have their own personal ambition to go on and I feel that the 
examiner coming in here, and I think it's kinda a traffic cop 
type deal when they have a quota too. They basically felt 
that we would be an easy target.

Chazdon: Cause they have to give a certain amount of "N"s [Needs to
Improve ratings]?

Perkins: Right, and you know there are some other factors involved.
I think she felt she could get away with a smear job on this
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particular examination, and so, she, even if she loses the 
appeal, she will look like a real martyr to the people she 
works for, so you know it's a career enhancing thing. It's 
entirely self serving for her.

Chazdon: Well, that's disillusioning.

Perkins: Well, it certainly has shaken my confidence in the United
States government, but I have to say I've teen around a 
while, I’ve spent several years in the United States army as 
an officer, including serving on the Commanding General's 
staff, and I know some really creepy things happen in the 
government, and so, you know it sounds like a kind of a tall 
tale in a way, but on the other hand, anybody that's been 
very close to government knows how these things go on.

Finally, Perkins described his effort to grieve the regulatory evaluation he

had received. His description of this appeal process was the only specific example

o f a specific action taken against regulators or regulatory rales that I heard during

the interview process.

Well, and before you leave I wanna show you the appeal that I 
wrote. There are three three ring binders I have, they're each thick, 
and what I did was I said if you guys won't read our files, I'm 
gonna have to summarize 'em and copy 'em and boil 'em down to 
bare essentials. I spent six weeks straight working on that appeal. I 
didn't really do much else as the President of the bank during that 
time. And it was obviously at great expense to the bank. We met 
with them in Cold Spring when we started the appeal, we went into 
the meeting, and they had given a draft of the appeal, or of the 
findings, we said we wanna appeal it. The first level of the appeal 
is, well you're appealing to the people that judged you in the first 
place. There's no independent review whatsoever. OK. We go 
into this meeting, the first thing that the head examiner, said to us 
was "there's no way in hell we're gonna change your rating."
Before they heard anything we had to say, and so I mean they just 
threw a wet blanket over die whole thing, and we had two of the 
three volumes completed at that point As a result of that meeting, I 
went on and filled die third binder to counter what they came across 
in that meedng. So now it's working it’s way to Washington, D.C. 
basically.

Interesdngly, Perkins knew the appeal program was somewhat of a farce, 

because the very regulatory agency that oversaw the original evaluadon was the

125

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



same agency that would review the appeal. The experience had left him deeply

suspicious of regulatory enforcement efforts. He concluded:

CRA is a totally subjective program, and they admit that and so what 
you end up with is if you have an examiner who is extremely 
capricious in their decisions, as we have recently had, they can 
basically get away with murder, and you have no recourse 
whatsoever. They have an appeal program which we are currently 
pursuing, but it is a farce, I mean nobody has any illusion that it has 
any meaning. We’re pursuing it more or less for our dignity I guess 
I'd have to say more than any real hope that it's gonna lead 
anywhere positive for us.

Sum m ary: Contexts of Com plaint

Vocabularies of complaint were an indicator that CROs did experience the 

contradiction between market, community, and regulatory institutional logics. 

Every officer in this study complained about some aspect of CRA lending or 

compliance. Attention to the structural variables of organizational size, orientation 

to place, officer background, and officer position highlights some patterns to these 

complaints.

Complaints about the sophistication-level or militancy of community 

organizations were noticeably absent from the vocabularies of officers in smaller 

community banks. This is probably due to the fact that these officers are rarely 

targeted by community organizations for CRA protests. In addition, these officers 

are more likely to use some form of discretion (see Chapter Eight) in their decision 

making process for community lending. When it came down to who caused the 

most discomfort for these bankers, it was regulators, not community organizations, 

that were the subject of the most complaints.

Another pattern related to complaints about community organizations 

involved CROs in large banks with regional/diverse orientations to place and
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specialized CRA positions and their description of their dependence on 

sophisticated community organizations as development partners. These officers 

complained about the relative lack of expertise among leadership of some 

community organizations, and were insistent that without the community partner, 

CRA lending would be impossible. Because of the size and complexity of their 

organizations, they appeared to rely on community-based development 

organizations to act as intermediaries in low to moderate income communities, 

although the Multistate Bank effort to create its own community meeting process 

was a notable exception.

It was difficult to identify a pattern regarding which CROs were most likely 

to complain in particular about the militancy of community organizations such as 

ACORN. With the exception of Hillside Bank, small banks with localized 

orientations to place did not complain much about activist groups, probably because 

they were seldom the targets of protest from these organizations. It was striking to 

hear how much emotion was forthcoming from officers about ACORN's militancy, 

and with the exception of Roger Delafield of Suburban Savings, most of the CROs 

that had contact with ACORN were careful to make an effort to comply with 

ACORN's wishes. It may be that Suburban Saving's orientation to a 

predominantly white, suburban market left Delafield somewhat off the hook from 

having to address ACORN’s concerns directly.

Complaints about credit qualifications tended to come from CROs with 

banking backgrounds. Those with non-banking backgrounds were less willing to 

go into detail about the factors that led into underwriting, emphasizing the 

educational level or tactics of the community organization instead. Similarly,
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bankers with business backgrounds were more likely to complain about the conflict 

between CRA and safety and soundness regulations.

Complaints about documentation and regulatory formality tended to come 

from officers in specialized CRA and executive positions rather than officers in 

compliance positions. These officers were not accustomed to managing the minute 

details o f compliance, nor were they as willing as formal compliance officers to 

excuse regulators for their strict rule adherence and inflexibility.

Finally, complaints about the subjective and political nature of regulatory 

enforcement were voiced by CROs in small and medium-sized banks, but not by 

CROs in the largest financial institutions. For these officers, the subjective and 

political nature of regulatory enforcement may in fact be to their benefit, because 

this subjectivity enables them to use their organization’s size and financial clout to 

influence the regulatory enforcement process. This regulatory bias in favor of the 

largest financial institutions is discussed in more detail in Chapter Ten. In the 

chapters that follow, I turn to a description of how CROs manage institutional 

contradiction and patterns of motive strategies produced by CROs in different 

organizational contexts.
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VIII. Managing M arket Risk

The CRA politicized the underwriting or credit evaluation process and made 

it increasingly difficult for bankers to avoid overt consideration of non-market 

considerations, including things like the race of the individual applicant, or the 

racial or social class composition of the applicant's neighborhood. When 

confronted with these non-market considerations that result from the contradictory 

logics of market and community, CROs usually moved beyond complaint and 

sought to somehow manage this market contradiction, a process I call managing 

market risk.

As described in the social-psychological literature, individuals confronted 

with inconsistency or a lack of clarity regarding their roles tend to seek consistency 

and closure. That consistency and closure is what the techniques of avoidance, 

accommodation, and cooption were about. In a situation of institutional 

contradiction, an individual may use a technique of avoidance to cling to his or her 

own institution's definition of the situation, not acknowledging the degree that 

alternative, often contradictory institutional logics may challenge traditional norms. 

Accommodative techniques were used by CROs to try and find a compromise 

somewhere between the commodified image of place that is central in the banking 

industry and the use-value orientation of communities and their residents. Cooptive 

techniques were used by CROs to integrate non-market understandings of place into 

the language and culture of the banking industry. In this chapter, I describe each of 

these techniques for managing market risk, integrating into each description a
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discussion of the organizational contexts in which these techniques appear most 

likely to emerge.

Avoiding M arket Risk

CROs used vocabularies of avoidance to side-step the existence of 

community-based logics that are foreign to the traditional market-based logics of the 

banking industry. My use of the term "avoidance" is not intended to be pejorative. 

In fact, many of the bankers whom I label here as using techniques of avoidance 

might even suggest that my assumptions about "institutional contradiction” between 

community and industry values regarding place is completely misguided. In this 

respect, they would mirror Swanstrom's message to urban political economists that 

use and exchange values of place are neither "inherently contradictory nor 

inherently reinforcing" (Swanstrom 1992:72).1 Two distinct market risk avoidance 

techniques emerged among Community Reinvestment Officers, and I have labelled 

these "Equating Market and Community" and "Equating Customer With 

Community." As I will show, the first technique has very different implications for 

the relationship between banks and communities than the second.

Equating Market and Community

In the first avoidance technique, officers in small banks with localized 

orientations to place, because of their bank's history and involvement in community 

life, spoke of their banks as completely integrated into their communities, rather 

than as institution outside of their communities. However, when pressed to 

provide detail on the different requirements of CRA-type loans and traditional 

loans, the avoidance statements of these officers began to appear like frontwork, as

1 See discussion of use and exchange values of place in Chapter Three.
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they described the extra efforts and accommodations that must be undertaken to

succeed in community lending, and some of these officers did have strong records

of success in providing credit to non-traditional borrowers in low- and moderate-

income communities.

Prior to beginning my interviews, I had heard about Sam Bryant of

Neighborhood State Bank. He was well known by CRA experts in banks,

regulatory agencies, local government, and community-based organizations as a

banker who cared for his community. He had "banker's blood" and was now CEO

of the same bank his father has purchased during the Depression. He served on the

boards o f many organizations, both in the immediate neighborhood surrounding his

bank and city-wide. The community in which his bank operated was struggling.

In fact, the block on which his bank is located had been known during the 1970s as

the center of prostitution and drug dealing in the city, and the future of the

neighborhood is still uncertain, though there is new initiative to rebuild, primarily

from recent Asian-American immigrants who have moved into the area.

In our first interview, Bryant proudly proclaimed:

In Cold Spring nobody does the kind o f  work we d o . . .  We're not 
doing these things because of the law. We're doing this because it's 
our market. I f  someone passes a law that forces other banks to do 
these kinds o f things, that makes it tougher on us.

According to Bryant, forcing other banks to do community lending meant

that they could possibly be competing in his bank's market. So for him, CRA was

not pushing him to do something new or different. In fact, it created competition

that he really didn't want.

Bryant also spoke about his bank's small size and long term presence as an

advantage in working within the community and in moving beyond any
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contradictory understandings of the value of place. In discussing why adversarial 

relationships have developed between some banks have and community groups 

such as ACORN, Bryant suggested:

Bryant: Like Multistate Bank [a very large bank] holds community
meetings. [They say] "we're here to satisfy your needs” 
[said sarcastically] and people laugh. It's trust, respect, it's 
too short term. It's not ongoing. It's not part o f the 
corporate culture. One person. It’s not consistent.

Chazdon: How long does it take? Can you give an example with a
bank like Multistate? They seem to be really making an 
effort.

Bryant: I'd say five years. It takes a long time. One of my
professors in grad school said it takes two generations to 
overcome a bad reputation. He used as an example the 
Kennedys. Nobody liked them but three generations later 
they were revered and nobody remembers the old grandpa. 
It takes a lot to change a  culture. And these big banks are 
moving people around eveiy two or three years. I mean it's 
hard for them to do it.

Bryant's responses suggest that he sees himself as outsider to the corporate 

culture of the larger banks. For him, Neighborhood State does not suffer from the 

ailment of coiporate culture. Its commitment to its surrounding community is long 

term and sincere. Some of his statements about the market contradiction, however, 

did suggest that lending in non-traditional markets was m ore challenging, although 

he was always careful not to suggest that this type of lending was more risky. In 

response to a probe statement on credit standards, he suggested that CRA loans are 

no different from any other loan. They are structured to m eet the needs of the 

customer plus satisfy the bank's credit standards. However, his vocabulary 

quickly moved away from avoidance toward accommodation when I  asked him if  

his bank was at all flexible in its underwriting standards for certain community 

development projects:
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Bryant: W e’il probably work harder at some of these loans because
we really like to do 'em.

Chazdon: Which means what?

Bryant: It means spending a lot more time in analysis and on
projections, you know give and take between the customer 
and the bank in terms o f requiring credit reserves. Or 
whatever it might be. I mean some of these deals we really 
want to do, because it's what our mission and vision is, and
we'll work really hard to make them but we won’t 
necessarily relax credit standards. We'll just be real, real 
creative. I mean, there might be five sources to fund the 
loan, you know, instead o f o n e . . .  Somebody else might be 
taking more of the risk.

In an industry setting in which time always means money, Bryant's 

acknowledgement that increased effort must go into community lending was a 

subtle acknowledgement that contradictions do exist between the bottom line of 

banking and the bottom line of community. Relative to other bankers interviewed, 

however, he was particularly unwilling to discuss these increased efforts as a form 

o f accommodation encouraged by the regulatory framework of CRA. Perhaps this 

was mere frontwork, but my impression of Bryant was that he had thoroughly 

convinced himself that his bank was part of the community, and that it would be 

absurd to think of the bank and the community as having contradictory values or 

goals.

Martin Trimble of Independent State Bank is another independent 

community banker, also from banking blood, who had a very hard time seeing his 

bank and its goals as divergent from those of a community or community 

organization. His bank had received accolades, including at Outstanding rating 

from federal regulators, for its CRA performance. In contrast to Sam Bryant, 

however, Mr. Trimble was totally resistant to the interview process, and it 

surprised me that he agreed to participate in the study at all. From what I could
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gather, he didn't like academics. His responses to interview probes (he was only

willing to conduct one interview, so I chose to conduct the probe interview with 

him) were often sarcastic and cynical, and most of his exhortations were focused on 

the regulatory structure of the CRA. Despite his resistance to participation, his 

avoidances of a contradiction between bank and community definitions of credit 

were clear. His response to the first probe statement including the following 

exchange:

How do you define community development loans here?Chazdon:

Trimble:

Chazdon:

Trimble:

Chazdon:

Trimble:

Well, we're a community. Cold Spring is a community.
And a development loan is something that you give money to 
someone and build something, and we do that all day long 
here. And so to make development loans, it could be for a 
garage, it could be for a house, it could be for a building. 
We're in a community, we make development loans all the 
time, and it's just not a true statement that just because we 
make a loan that we have to increase our loan loss reserve.

Okay, if you were to define a community as a particular low 
income community, what would you think of this statement 
then?

I don't define a community as one particular area or another.

So for purposes of your bank, if a regulator were to come in 
and say you need to serve low income communities better, 
how would you respond to them?

Well, they've never said that, uh, number one. Number 
two, you're not from here so you'd don't know anything 
about Cold Spring, obviously, but our whole community 
here is considered to be a low to moderate income 
neighborhood.

Trimble's resistance to this question about community appeared to stem 

from a strongly felt distrust of the government intervening in his business and 

trying to define his market for him. His avoidance here, therefore, is partly an 

avoidance of the market contradiction and partly a avoidance of the legal
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contradiction. But the avoidance of market contradiction was quite clear. He felt 

that there was nothing different about the lending that the CRA compelled him to do 

as compared to the lending he had always done. In response to a later probe, 

Trimble followed up on the lack of risk or contradiction in community lending for 

his bank:

Well, again, this whole thing keeps coming back to low yield 
community projects. Uh, I think, I don't know how long you've 
been doing this, but I think that this whole thing, low yield 
community projects, has got to be defined, and may not, you know 
we're sitting in a neighborhood that's supposedly, the federal 
government says is a low income, moderate income community.
W e've only been here for 75 years and we do quite well [said 
sarcastically].

Trimble's avoidance of the industry-community contradiction differed from 

those of Sam Bryant, in part because Trimble's bank is located in a moderate 

income, working class, predominantly white and owner occupied neighborhood, 

while Bryant's bank is located in a predominantly African- and Asian-American 

working class and poor neighborhood with a much higher proportion o f rental 

properties. Trimble's bank had a "localized/homogenous" orientation to place, 

while Biyant's bank had a "localized/diverse" orientation. Although both of these 

men clearly saw their commitment to the neighborhoods as highly developed and 

longstanding, Trimble's community did not have the same level of class or ethnic 

diversity as Biyant's, nor had his community experienced the instability or crime of 

Bryant's community. While Bryant tried to deny the contradiction between his 

bank's and the community's needs and definitions o f place and market values, his 

vocabulary inevitably slipped into one of accommodation. Trimble, on the other 

hand, truly did not face as much of a contradiction. His community was far more 

traditional than Bryant's and he was able to continue serving the credit needs of his
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community as he always had. The idea of "reinvestment" meant nothing to him 

because he had invested in his community all along. His public avoidance of 

contradiction was complete and unapologetic.

Equating Customer and Community

The second avoidance technique was employed by officers in banks on the 

other end of the spectrum that served high-end niches of upper middle and upper 

class consumers, who spoke as if there were no difference between customer base 

and community, therefore denying the existence of an alternative, non-actuarial 

orientation toward the value of place.

Roger Delafield's responses pertaining to the market contradiction were 

interesting because of his complete avoidance of the need to step outside of 

traditional lending practices in order to comply with CRA. In his position as 

Assistant Vice President for secondary marketing for Suburban Savings, he 

showed little awareness of how a community might define credit, or how that 

definition might differ from his bank's approach. His lack of detail about 

difficulties inherent in community lending surprised me because I knew when I 

went in for this interview that Suburban Savings had been targeted by ACORN for 

a CRA protest in the past. With this history, I thought the bank might have adopted 

a more accommodating stance about credit ~  at minimum I expected the CRO to 

want to demonstrate the lessons his bank had learned as a result of the protest 

Delafield did describe the lesson of ACORN's protest as follows:

Chazdon: Now, when did you start to work with this issue of
community lending and the Community Reinvestment Act?

Delafield: Well to be honest with you, we have offered FHA and VA
loans off and on and have participated in state and county 
bond programs right from our inception, so we have served
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the low or moderate income community right from day one, 
just by virtue of the fact that it makes good sense to do so. 
You know, our primary contacts were with realtors, and 
realtors of course often work with first time homebuyers, so 
a large volume o f business has always been these people.. .  
[Then] I believe we went through a protest by ACORN, in 
'89 when we opened up a  new branch, and at that point we 
began to realize how much data you had to have to defend 
yourself. As it turns out that went all the way through the 
system all the way up to the Federal Home Loan Bank, and 
we were vindicated, ACORN lost, without any concessions 
on our part.

The biggest lesson that Delafield and Suburban Savings appeared to learn 

from the protest had little if  anything to do with a contradiction over the meaning of 

credit. The lesson was that Suburban Savings needed to have better documentation 

o f  their existing efforts to lend to low- and moderate-income people. Furthermore, 

he  spoke o f those existing efforts only in the context o f local, state, and federal 

secondary market programs that could effectively shield Suburban Savings from 

undue risk.

Another interesting theme in Delafield's accounts was his tendency to define 

community as potential or existing low or moderate income customers and to 

completely avoid discussing organizations in geographic communities or in 

communities o f color. He appeared unable to move beyond individualistic or 

actuarial categories when thinking about credit, and this made his avoidance of the 

industry-community contradiction more profound. After reading the first probe 

statement about the risky nature of community development loans, we had the 

following exchange:

Delafield: W hat is your definition o f a  community development loan?

Chazdon: Well, you should define it, using your definition. Maybe if
you want to define it and then tell me based on your 
definition whether you agree. I didn't want to define it for 
people because that's actually part o f the question.
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Delafield: Okay. If you consider a community development loan like a
loan to small business, things of that nature, we don't do it.

Chazdon: Okay.

Delafield: We just don't do i t  A community development loan, if
you're talking about trying to renovate for example, let's say 
a couple blocks where the neighborhood is very run down 
and boarded up houses and things of that nature, we really 
don't have a department where anyone has the expertise to 
do that type of thing. In other words, if we're talking about, 
well, if you're talking about substantial rehabilitation of 
homes, uh, and the money is initially going to be loans to 
quote-unquote what we'd consider a non-credit worthy 
borrower, non-credit worthy may be just because they're out 
of our normal lending. For example, we don't make 
corporate loans. So if you have a community group, it's a 
redevelopment corporation — okay? We don’t make loans to 
corporations, we just don’t.

The idea of conducting business "out of our normal lending" was clearly not

on Delafleld's agenda as Community Reinvestment Officer. For him, there was no

contradiction, no challenge to step outside of traditional practices, as a result of the

CRA regulatory framework, or even as a result of an organized protest by a

community group. At times in his first interview, he even mentioned his, and his

bank's unwillingness to adopt a collectivist vision of community in loan operations

as a liability:

For example, Regional FSB gave ACORN 20 thousand a year to 
send them counselled borrowers, shall we say. So, we've had a 
little bit of a chip on our shoulder with regard to ACORN, although 
we do cosponsor their bank fair once a year. We do participate and 
we certainly make available to them any of the programs we have.
Regional FSB has a program they've funded [to provide 
downpayment assistance] to borrowers. But they only provide that 
to people who come from ACORN'S loan counselling program. We 
offer it to anybody, anyone. So from a regulator's standpoint, 
we're at a little bit o f a disadvantage in that we have not aligned 
ourselves with any particular group. So, we do have a little bit of a 
problem with that It's available to anyone, and we do go to, we've 
gone to ACORN meetings and we've been treated very badly, and

138

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



we don't go anymore. We weren't the only lender that was treated 
badly.

Interestingly, the sixth probe statement challenged Delafield to identify the

level o f community involvement that should be expected of banks. He expressed

disagreement with the statement that bankers should not have to address the social

problems of the nation:

I think we as a lender disagree with that I think you can treat 
community lending, to the extent it's done not on a giveaway basis, 
but on a business basis, as just good business, and just a  different 
part o f business. As I've said before, we try to incorporate it into 
what we do normally. So I would disagree with that. I  think 
traditionally banks, you look at the list o f  contributions that we 
make, and we get hundreds o f  requests fo r  contributions, and I  
don't ju st mean charity, I  mean Little League, Hockey League, all 
this kind o f  stuff. You look at all the gifts that you give to all these 
organizations, and honestly you're part o f the community, and to die 
extent that you're part of the community you have to take an interest 
in it. You have to make the community as robust as possible.

For Delafield, community involvement was important, but he felt it is best

expressed through coiporate donations rather through the credit operations. Any

efforts to address collectivistic social concerns, if not part of some guaranteed

secondaiy market program, were split off from the central lending functions of his

bank. This reflected what he identified as a "old school" orientation among the

principal officers of Suburban Savings. In this old school way of thinking, any

credit conducted outside of traditional guidelines is considered too risky and

completely avoided. No contradiction between capital and community is

acknowledged, and market risk, as defined in this study, is avoided completely. It

is likely that Suburban Savings' status as a bank with a "regional/homogenous"

orientation to place made it somewhat easier to avoid this market contradiction.

David Peterson of Mahogany Bank offered an interesting avoidance strategy

by essentially defining community in a manner that meant business as usual for his
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bank: a small, inconspicuous "boutique" bank that catered primarily to wealthy 

professionals and business people working in downtown Cold Spring and 

advertised almost exclusively through word of mouth. Boutique banks such as 

Mahogany struggle with the CRA because they essentially have no orientation to 

place, so it is particularly easy to avoid the market contradiction inherent to CRA 

compliance. Though is it doubtful that Peterson would have ever had the following 

dialogue with a regulator or representative o f a community organization, his 

comments stand out among the CROs I interviewed as being particularly avoidant 

and tongue-in-cheek.

Chazdon: Let's start to talk a  little about your community lending. It
does sound like the focus of this bank is very different than 
what would be considered community lending, and I'm 
wondering how does that play itself out in your work?

Peterson: Well, obviously you know, I can give you a pretty strong
argument that we are community lenders.

Chazdon: Give it to me.

Peterson: I would say about 75% of our clientele has offices in
downtown Cold Spring within a very short distance from the 
bank, and I think we are meeting those people's needs.

Chazdon: So if you define the community as the downtown business
community, then you’re meeing the needs of that 
community.

Peterson: Right.

Chazdon: Okay. From what I understand about the CRA, the
definition of community is very loose.

Peterson: Well, we have struggled with that to the extent that we have
defined our trade area, and we called our trade area the 
greater metropolitan area, and after our last FDIC exam, we 
reevaluated our CRA policy and made our trade area quite 
small, a limited area downtown, which does get into some 
residential neighborhoods.
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Peterson appeared to back away from his conflation of customer base with 

community when I suggested the looseness of the CRA. However, when I tried to 

engage Peterson in dialogue about his bank's efforts to work with representatives 

of these residential neighborhoods near downtown, he had very little to say other 

than the fact that officers in his bank call various neighborhood groups to offer 

services such as credit workshops, and they then document these outreach efforts. 

He described one episode in which Mahogany Bank offered to provide a credit 

workshop through a large downtown church, but the church refused Mahogany's 

offer because they already had a banking relationship with Multistate Bank, the 

largest bank in the region.

Peterson genuinely felt his bank was doing all it needed to do for its 

community. At one point of the interview in which I had asked him about the 

regulatory spirit of the CRA, he suggested: "As far as I'm concerned, we are 

making the same effort to attract the average guy on the street as we are to attract the 

guy with an office in the P C  Tower [a downtown skyscraper]." In retrospect, this 

was a cynical comment because his bank made little if any effort to formally market 

itself, relying almost exclusively on networking and word of mouth, and it is 

doubtful that this networking was conducted as successfully or as thoroughly in the 

low-income neighborhoods as it was in the office buildings downtown.

Vocabularies of avoidance enabled Community Reinvestment Officers to 

minimize their acknowledgment of inter-institutional conflict over the meanings of 

place. In some cases, it seemed that the CROs were speaking from a traditional 

banking voice, a voice in which the logic of the marketplace was still sufficiently 

loud that alternative voices from community groups were genuinely not heard. In 

other cases, the CROs seemed aware o f  these alternative voices and used
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vocabularies of avoidance in a more strategic and purposive manner to quiet them. 

In both cases, avoidance was an effective way to avoid confronting contradictory 

meanings head on.

The contextual variables of bank size, orientation to place, officer 

background, and officer position appear to produce several patterns of vocabularies 

of avoidance that are worthy of exploration.

In the first pattern, CROs in Executive positions in community banks with 

"business blood" backgrounds in some cases did not appear to "see" a contradiction 

with community values. Often due to a very long tenure in a particular community, 

these bankers thought they were just as much a part of the community as any other 

organization, and therefore felt the distinction between industry and community 

meanings of credit was pointless.

In a second pattern, CROs with lending backgrounds, such as Roger 

Delafield and David Peterson, avoided market risk because they had little if any 

understanding of the existence of an alternative logic o f community. While bank 

size may be an influencing factor in determining the relationship of these banks to 

communities, the more important factors here seemed to be the bank's orientation to 

place and the background of the Community Reinvestment Officer. Peterson's 

Mahogany Bank was quite small, but because of its orientation as a boutique bank 

for wealthy professionals and entrepreneurs, issues of community were not integral 

to the organizational mission. Peterson's Suburban Savings had a very clear 

market niche as a mortgage lender in predominantly white suburban communities 

that sold all its loans on the secondary market. In fact, his position was Vice 

President for Secondary Marketing, in addition to Community Reinvestment
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Officer. So Peterson had little experience or need to understand the non-market 

logic of community organizations, even after exposure to a protest from ACORN.

Accommodating M arket Risk

CROs described several ways in which their banks have chosen to work 

through the contradictory meanings of place and the heightened perception of risk 

associated with this contradiction. One set of techniques emphasized the use of 

"risk management" tools external to the bank to successfully make community loans 

in low- or moderate-income areas. The most typical way that bankers managed risk 

was in "structuring" loans through use of government loan guarantees or 

participation of other financial institutions to spread out the risk and subsidize a 

portion of a non-traditional loan. Some accommodation was required to increase an 

officer's time commitment and perhaps increase a bank's loan loss reserve.

A second pattern of credit risk accommodation was the use of discretion. 

CROs described ways in which discretion was employed to allow for nontraditional 

definitions of income or other nontraditional credit qualifications. The use of 

discretion required the most accommodation with non-industry values and struck 

me as being the most oriented toward the regulatory intent of the CRA, at least from 

a community point of view.

Structuring Loans Using External Subsidies

Several officers, particularly those in banks that made small business or 

multi-family housing oriented loans, spoke of the importance of sharing loan 

participation with government agencies or community development agencies as a 

method to extend credit to non-traditional borrowers that wish to development 

community-oriented projects. The structuring of loans was a way banks could use
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extemally-available programs to subsidize or share what were perceived to be the

riskier elements of a loan. While CROs varied in their assessment o f the degree of

risk involved in loan structuring, there was generally acknowledgment that these

programs entailed more risk exposure, and certainly more effort, than more

traditional loans. As stated by Susan Munsterman, CRO in a mid-sized bank:

In order to make these loans, we need to structure them properly. I 
mean there are riskier loans, but I think you try to control or manage 
the risk, use guarantees, diversify the risk. We're not booking bad 
credits, I don't think. These loans take more time, but we don't 
have to increase our loan loss ratio because of the risk level.

Munsterman described with pride one community loan in which she 

partnered with a director o f a local community development corporation and two 

other banks:

Munsterman: And what we did is we got three banks together to lend 
money. He's gotten foundation funds, so somebody will 
come in, we're lending to him, his organization [the 
Community Development Corporation], his organization is 
lending to small businesses that come in through the 
neighborhoods, through the community development 
corporation, and that loan is split into three pieces so that 
each of us don't have very much risk. I mean we don't very 
much loan to start with and then it's 50 percent guaranteed. 
So I mean we could put a fair number of those on the books 
because the risk is dispersed and then it's almost minimized 
through the guarantee.

Chazdon: Who guarantees it?

Munsterman: Urn, he’s gotten foundations and stuff to give him money to 
act.

Chazdon: Like a credit reserve or something?

Munsterman: Urn, hmm. The Redevelopment Authority just put a similar 
kind of package together where, it's a little different 
structure, you go to your bank to get your loan. If  the bank 
isn't gonna do the deal cause their uncomfortable with it, 
they'll put, the bank can then take it to the Redevelopment 
Authority, and they'll consider putting a guarantee behind i t
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The program is just a little pilot project. We're just gonna
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In Munsterman's position as a specialized CRA officer, she could afford to

take the time to make sure that loan spreading packages such as this would be given

the attention they required. She spoke further about her activities with the state

Mortgage Banker's Association to create more state and federally supported loan

guarantee programs (see section on "Accommodating Legal Risk" in Chapter Nine).

Sam Bryant, CEO of Neighborhood State Bank, suggested that there was

no difference between a so-called community loan and a more traditional loan. As

described earlier, he tended to avoid drawing a distinction between what his bank

has always done and what the CRA was asking it to do. Bryant described

community development lending as a kind of a specialty that had evolved so that

banks could manage the risk. He specifically mentioned use of supplementary

sources of credit such as city government, the Small Business Administration, or

community development corporations to manage risk.

Still, as he described his speciality in community lending, it was apparent

that the process he was describing required extra effort and care:

It means, not necessarily, spending a lot more time in analysis and 
on projections, you know give and take between the customer and 
the bank in terms of requiring credit reserves. Or whatever it might 
be, I mean some of these deals we really wanna do, because it’s 
what our mission and vision is, and we'll work really hard to make 
'em but we won't necessarily relax credit standards. We’ll just be 
real, real creative. I mean, there might be five sources to fund the 
loan, you know instead of one. Well, we just looked at a deal. The 
balloon came due, ten year deal, never been late with a payment, his 
insurance company had a loan and they didn’t wanna renew it. But 
I don't know if we're gonna do it or not, but I mean right away we 
sat down with him and said you know, we've got guidelines, let's 
see if we can get the city to forgive principal for ten years, you 
know, these are some ways this thing could be restructure to meet 
our credit standards here. Somebody else might be taking more of 
the risk.
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The first probe statement, which pertained to credit risk, elicited some

vocabularies of accommodation from CROs. Omette Smith of Multistate Bank

disagreed that her bank would need to increase its loan loss reserve in order to make

community development loans, but she did express some agreement that

community development loans can push the risk envelope for the bank:

In some instances, I do agree that some of these loans are a little 
riskier and the reason for that is usually we're dealing with nonprofit 
developers who are basically looking for city money. They use 
several financing arms to put a project together so they're not 
usually overcapitalized. They have a difficult time putting the deals 
together and they really have to use several sources to get a project 
done. From that regard it puts some of the players at the second 
mortgage, third mortgage, third guarantee, you know they come 
way down the line as opposed to being a single loan, and so that's 
where there's some potential risk in my mind.. .  If you end up the 
fourth guarantee, you know all of those others would have to be 
paid out before you got paid out if the project failed.

Ingrid Bums discussed how some lenders complain about the high risk

nature of community lending, but she felt their statements were based on ignorance

of the means available to lend with reduced risk:

I guess I disagree with that statement There are programs out there 
where you can participate with other lenders, buy-down rate 
programs subsidized by the federal government,2 where you will 
not, maybe it is a little bit lower than your going rate, but not 
necessarily. I think people who make this type of statement haven't 
taken the time to investigate what's really out there. There are good 
programs, but then there are some that are not good, you just have 
to make that distinction.

When Community Reinvestment Officers described the structuring of loans 

involving government loan guarantees or participation of community development 

agencies, they generally felt the increased risk to the bank was not substantial 

enough to force an increase in a bank's loan loss reserve. However, they did

2 "Buy-down rate programs" refers to government subsidized programs to lower the interest rates 
for community development loans.
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express some willingness to commit more time and accept smaller financial returns 

than would be expected from more traditional lending activities. The presence of 

some form of non-profit subsidy in the loan process made these vocabularies of 

accommodation possible. The subsidy encapsulated the non-industry, non-market 

risk involved in making community loans. In some cases the willingness and 

ability to accommodate led CROs to take an active role in trying to support 

guarantee and subsidy programs to assist them in their community lending efforts 

(see "Accommodating Legal Risk" section of Chapter Nine).

While most of the officers interviewed described at least some aspect of risk 

management and use of external subsidy programs to support community lending, 

officers with specialized CRA responsibilities spoke with the most detail about the 

strengths and weaknesses of these subsidy programs. This tendency was probably 

due to the fact that these officers were paid to spend time developing working 

relationships with representatives of governmental agencies and nonprofit 

organizations that assemble community lending packages. Some of the Community 

Reinvestment Officers in general compliance positions within their banks were 

unable to speak with as much detail about specific risk management strategies 

because in many cases they did far little day to day work with lending, although 

they often worked closely to support those lending officers that worked with risk 

management programs.

Using Discretion

In my reading of CRO motive techniques and practices, there was a clear 

distinction between the use of sources of subsidy and the use of discretion in 

working with nontraditional loan applicants. The subsidized loan programs
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described above are still tied to decision making based on surface, on-paper

qualifications. Discretion in lending, while based largely on an applicant’s financial

qualifications on paper, tends to move the underwriting process beyond surface

appearances of financial qualification. The history and reliability of the loan

applicant, whether an individual or organization, is understood by the lender in

broader and less purely economistic or rationalistic terras. And for a banker to

think in these terms requires substantially more accommodation with non-market

logics that either forms o f accommodation described above.

Sandy Potter suggested that it is no more risky to lend to people that do not

have the traditional credit qualifications as long as non-traditional qualifications are

carefully considered. From her bank's perspective, timely payment of gas bills,

rent, and medical payments are elements of decision making for community lending

products. But Potter, with a non-banking background, had difficulty convincing

the executives and loan officers of her bank that consideration o f non-traditional

credit criteria would be in the spirit of the CRA. During her interview, she spoke

about this dilemma when I asked her what it would mean to relax credit standards:

Well, to take more lates on a [credit] bureau [report] than you would 
normally accept, well see there's so much that goes into this, 
possibly that you can relax a credit standard maybe that the 
delinquent credit was probably closer to current time rather than 
more of a past problem, maybe there was an illness in the family 
causing the late payments and more expense, you know family 
expense. It's, this bank isn't necessarily one that doesn't want to 
loan to lower income [people], but [management] is still struggling 
with the nontraditional credit criteria and they’re slow to accept that, 
and they're, it just would mean you know people would be paying 
their biUs, it's just not the traditional credit card bill. Maybe it's the 
comer store that you've been making payments to, that type of 
thing. But you know, the relaxing credit standards could be 
probably making more an an analysis on why there are lates 
possibly in the credit bureau. Cause you know we do accept that, 
those are some things, not everyone is perfect, and there are reasons 
for that.
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Although Sandy Potter had experienced difficulty communicating the need
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key quality of successful community development lending. She emphasized on

more than one occasion of her interview that "low income people are not deadbeats"

and that even if a low income person did default on a loan, it would be a small loan,

so the bank would not have as serious a problem on its hands as it would if  a large,

speculative commercial loan went under.

Belinda King talked about how regulators placed strong emphasis on using

government programs to guarantee loans and minimize risk in community lending.

Belinda found, in fact, that when federal regulators came to her bank, they expected

only to see community lending if it was federally guaranteed or insured, such as an

SBA or FHA loan. King's bank, however, was already providing very small loans

to entrepreneurs in  low-income neighborhoods. When the regulators saw these

loans on her books, they acted surprised, which in turn surprised Belinda:

They wanted to know about the loans that we made that aren't from 
government loan programs that I consider to be community loans. I 
mean I guess that they don't expect to see th a t They don't expect 
the banks to make loans on our own.

King described Hillside Bank's microenterprise loan program with pride. 

This program provided very small start up loans to community entrepreneurs, often 

without the participation o f any government programs or financial partners. While 

these loans required the same time commitment as larger loans, King felt they were 

very important for community development purposes, and they were not 

necessarily more risky than other types o f loans. When I  asked her if these loans 

had different underwriting standards than other types of loans, she replied that they 

don't but also that the bank didn't expect to as much stuff on paper. For King, this

149

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



use of discretion and ability to be flexible with paperwork requirements was a 

minor detail. But she also stated that she felt banks such as Multistate would never 

provide this type of credit opportunity.

Another aspect of discretion described by Heather Diggs was the ability to 

bend the underwriting criteria on loans on a case by case basis. In this portion of 

her interview, she describes a particular loan her bank made to a very non

traditional applicant:

Diggs: What we try to do it find ways to kind of massage the safety
and soundness if you will. But one of the things frankly that 
you have to work at it you have to be willing to take the risk 
that the loans are in fact going to go bad, and you have to 
decide how much risk you're willing to take. Because it is a 
lot riskier when you go outside of your normal criteria, of 
your debt to income ratios, and that sort of thing, then the 
likelihood of you owning the property later is higher.

Chazdon: What are some of the ways that, so have you actually had
situations where you've relaxed some of the credit 
standards?

Diggs: On a case by case basis, yes. We've had particular things,
urn, I'm not gonna think of good examples now, I know we 
have, um, there's a person who was trying to finish a vo- 
tech course and his car broke down, and he didn't qualify 
for anything. We gave him five hundred dollars to fix his 
car, and we gave him 15 months to repay it or whatever so 
that he could finish the vo-tech, and you know hopefully he 
gets out and he gets a good job and he can pay the $500 back 
and he remembers us in a good way, um, it’s been very, 
very case by case as far as that is concerned.

In this case, Diggs' Downtown State Bank looked harder at this applicant 

than his on-the-surface financial qualifications and saw that he was on the path to a 

stable career in which he would be able to repay his loan. This is how Diggs felt 

community lending should work. In fact, in a more philosophical statement, she 

described community lending, she as more than a "dollars and cents" issue:
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You know, we have stockholders to pay and that kind of thing, but 
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sort of a community dividend, if you will, through these kinds of 
projects. My feeling is that you need to, if you will, sink money 
kind of back into the community to allow there to be people who can 
afford to live there, jobs, all those kinds of things, because that 
whole network of things interrelates, and we as a bank are only as 
healthy as the community that we're in. You know and here in Cold 
Spring in particular, because Cold Spring's been very hard hit 
economically, a lot of shopping and that kind of thing are leaving, 
income is going down a little bit as people are fleeing to the suburbs 
more and more, and so I guess my feeling is that the more that we 
put back into the community to keep businesses growing and make 
sure there's jobs, the better off we are long term.

For Diggs, community lending required both a special logic in seeing

beyond the surface financial characteristics of loan applicants as well as in seeing

the longer term consequences involved in lending (or not lending) to home buyers

or entrepreneurs in Cold Spring. Admittedly, she struggled in her efforts to

communicate this vision to loan officers and executives within her bank, but this

vision was clearly part of her concept of her role as CRO.

Susan Munsterman described the importance of discretion in community

lending by comparing it to the willingness of bankers to make specialized loans to

wealthier applicants. First of all, Munsterman was careful to explain to me that

CRA-type loans were not inherently more risky than other types of loans:

I heard the fellow from ACORN speak on Tuesday, and he talked 
about the fact that they’ve made a big, placed 150 lower income 
borrowers for homeownership in the last 18 months, and nobody's 
been delinquent. Those are not high risk loans. They have to sort 
of pound the table and get your attention to get you to process that, 
but they're not asking you to make bad loans, they're asking you to 
make accommodations for circumstances in people's lives.

After she mentioned the importance of making accommodations to life

circumstances, I mentioned that this was probably difficult given the limitations of
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the secondary market. But she responded that her bank was quite willing to make

accommodations or otherwise bend the rules for upscale clientele:

The upscale borrower doesn’t wanna be part of the cookie cutter, I 
mean they wanna be able to able to call and say I need ten thousand 
dollars by ten o'clock and send me over a note. You knew. A 
cookie cutter loan would be you’d come in and you'd fill out the 
application and it would be given consideration. I mean, so we've 
done it for the upscale market, we just need to get better at doing it 
for the lower scale.

Use of the techniques of accommodation described above was described by 

CROs in banks of all types, but the structural variables of officer position, officer 

background, orientation to place and organizational size did appear to influence 

accommodative techniques in two important ways. First, issues of capacity come 

into play for small community banks, even those with localized/diverse orientations 

to place, interested in working with external sources of subsidy. The smallest 

banks appear to be at a disadvantage in being able to take full advantage of the range 

of sources o f external subsidy that are available. It is difficult to financially support 

an individual whose job would allow him or her to build relationships with 

representatives of government subsidy programs or community-based agencies that 

can pull together different forms of subsidy for a community lending product.

CROs with backgrounds in non-banking fields were also at a disadvantage here, 

because they needed to coordinate outreach with subsidy programs with an 

additional member o f the bank's staff who is more familiar with the intricacies of 

lending.

In addition, the free-form discretionary approach to managing the market 

contradiction appeared to be used more often in small and medium-sized banks. 

Munsterman, King, Potter and Diggs, were supportive of the use of discretion and 

spoke rather disparagingly about the community lending programs at many of the
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large banks, described below as "internal subsidy" programs, because these 

programs take too much of cookie cutter approach to community lending.

It was also interesting to note that most of the officers that described specific 

examples involving use of discretion were in compliance positions within their 

banks, and in this study, all of the officers in compliance roles were women. The 

possible relationship between gender and the CRA compliance role, or between the 

CRA compliance role and techniques of discretion, is ripe for further exploration.

Coopting M arket Risk

While officers in some banks emphasized the importance of risk sharing and 

use of external resources to subsidize community lending, Community 

Reinvestment Officers at some of the larger banks described several ways their 

organizations created internal programs, products and policies to manage risk. In 

this way, these large banks were able to coopt, rather, than accommodate, 

alternative definitions of place held by community organizations. Mortgage 

counseling, portfolio lending, and creation of salaried loan officer positions were 

ways that banks committed additional financial resources to their community 

lending efforts. These programs often addressed concerns relevant to community 

organizations, but they addressed these concerns by absorbing them into the 

structure of the bank. These programs also had a cookie cutter orientation that was 

still tied to traditional actuarial logic more than to accommodative techniques such as 

discretion or shared subsidy. For this reason these efforts, while supportive of the 

needs of low income applicants, were different from accommodative efforts that 

involved some compromise away from the dominant logic of market exchange. In
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the cases of five of the larger banks in this study, these programs were supported at

considerable expense.

The first internal risk management approach was the use of loan counseling

programs to prepare loan applicants for their credit applications in order to reduce

the chances of a loan application being denied. Through the counseling process,

applicants can become better aware of the bank's underwriting standards and

modifications they would have to make to their credit records or income levels in

order to quality. Three of the banks contracted with community organizations, such

as ACORN or CUA, for loan or mortgage counseling services, often as a result of

CRA protests from these community groups, further illustrating the cooptive aspect

of this type of market risk management.

Frank Harris of Regional Federal Savings Bank described how the use of

loan counseling programs enabled his bank to loosen its underwriting standards

somewhat, allowing the successful completion of loan counseling to be considered

as part of the underwriting process.

We also have a couple of partnerships with ACORN, which is a 
loan counseling program where our foundation funds their 
counseling and in turn they assist low income residents to qualify 
for obtaining a home mortgage and they are free to refer them 
anywhere but I would say the largest bulk of their referrals end up 
coming to Regional. We’ve put together a program using a variety 
of resources that would allow us to make loans to those counseled 
borrowers with more flexible underwriting standards that would 
normally be the case in the secondary market As a matter of fact, 
we're now trying to find some additional ways -  one of the things 
secondary markets requires private mortgage insurance (PMI) on 
low down payment loans. Well, we haven't been able to make as 
many changes in the PMI requirements, underwriting requirements, 
as we’d like, so we're trying to get a special dispensation to allow 
us to make some of those loans without PMI.

Regional Federal's use of its foundation to support loan counseling was an 

interesting innovation, and one that certainly could not be employed by banks that
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were too small to have a foundation. Officers I interviewed in other banks criticized

this practice because they felt Regional Federal was using its own foundation to

create business for itself, since most of the counseled borrowers that Regional

Federal refers for counseling end up applying for credit through Regional Federal.

But Harris clearly felt use of the foundation for this purpose was in keeping with

the spirit o f the CRA and was an appropriate use of foundation funds. He spoke

with pride about one program in particular his bank had developed with a

community development corporation:

The [community development corporation] started a program with 
us which uses a lease-purchase concept. They purchase primarily 
HUD foreclosed homes at a discount. They do minor renovation, it 
isn't a rehab as much as renovation, bring them up to livability 
standards and then make them available for sale to people in the 
community and for many lower income people who couldn't afford 
to purchase they will sell on a lease-purchase. Basically, the person 
buys it, lives in it, pays rent for a two or three year period and 
there's a set amount being set aside each month into an escrow for a 
down payment, closing costs, and so on. They haven't generated a 
lot of activity. Since the first of the year they've probably done 
about ten of those. But nevertheless it's helped those people. I 
don't see it ever as a large scale vehicle. It's a very complicated 
process but nevertheless we get some people into home ownership 
via that route.

Central National had an almost identical process for supporting community

organizations that provide loan counseling using the bank's foundation. Rhonda

Cole believed that contracting for loan counseling allowed her bank to relax its

credit standards to increase the likelihood that non-traditional borrowers, especially

those lacking a sound credit history, could get a mortgage:

Certainly our affordable home mortgage program does have relaxed 
credit standards, um, but what we’ve tried to do is incorporate into 
that program loan counseling, so that if it's a first time home buyer 
or if  its a  person who's had difficult credit histoiy or whatever, um, 
there's a mechanism there to set forth their ongoing ability to repay 
the debt. So we think about them differently and we structure 
programs to respond to the unique needs of either people who don't
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have experience accessing credit, people who don't have experience, 
what is owning a home? what is budgeting? no, they're not gonna 
plug into just any product You need to change the way you think 
about underwriting to respond to the unique needs o f  some o f  these 
individuals. I don't think that necessarily means that we're making 
riskier loans if  after some time you built in new mechanisms that 
sort of recognize some of these issues and try to support people in 
new  ways.

Cole’s language sounded like accommodation when she suggested that the 

bank had to change the way it thinks about underwriting to respond to unique 

community needs. The loan counseling program gave Central National some 

flexibility to stretch traditional bank definitions of credit risk for the purposes of 

making loans to poorer people in poorer neighborhoods than those with which the 

bank typically conducted business. However, it is notable that this program is 

oriented at qualified low-income individuals, and no collectivist or community- 

oriented logic is present.

The creation o f portfolio loan products was a second, often interrelated way 

that banks created internal programs and policies to manage risk. Several of the 

larger, regional banks in the study, had created special home mortgage products in 

which underwriting criteria such as the debt to income ratio were loosened beyond a 

level permissible by secondary market agencies and the bank kept the loans in its 

portfolio. Often these programs also included downpayment assistance loans or 

grants and a requirement that loan applicants participate in a loan counseling 

program. These efforts often require a bank to keep the loan in its own portfolio, 

so some accommodation away from the typical reliance on sale of a loan in the 

secondary market is taken. Central National was willing to support the community 

organizations that provided loan counseling, keep the loans in the bank's portfolio,
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and as Rhonda Cole described, provide grants and loans for downpayment

assistance as well:

We portfolio. We have a product that's designed to try to help 
people that are underserved by the secondary market. And we've 
structure it in a way that we also provide through our corporate 
giving program loan counseling dollars and down payment 
assistance dollars and so, we've taken extra steps in designing a 
product in ways to support their success in their credit And if you 
do that, I don't think that you have a riskier portfolio.

An additional advantage to the creation of portfolio loan products was some

increased flexibility in a lender's definition of income. Some of the CROs felt that

consideration of non-traditional forms of income, especially child support

payments, was an important accommodation and a real benefit for many borrowers.

When Freda Cantrill described Hometown Federal Savings' portfolio loan product,

she emphasized that certain forms of income were considered in her bank's "lower

income" product that wouldn't be considered in their regular loan products.

Interestingly, I had originally asked her if this meant her bank was able to use

discretion in defining income, and she didn't feel discretion was involved, in the

sense that each individual applicant was viewed as unique, as much as the program

allowed forms of income that were not considered by more traditional loan

programs:

Chazdon: Is there a certain discretion that's used in those cases that
might not be, or certain ways of defining income that might 
be different?

Cantrill: Not really. I think that we all probably define income in the
same manner. I think that there's a lot of income in the 
lower income program that is used for qualifying that isn't 
used in the regular programs. It's not that it couldn't be 
used in the regular programs but you generally don't need it 
in the regular programs, so you don't ever have a tendency 
to look at it. I think most people don't use child support as a 
means of qualifying for a mortgage. If you're a single 
mother and you have three children and you're working in a
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job for seventeen thousand dollars a year, you need child
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used to qualify for your mortgage. While under the regular 
program, we’re not even allowed to ask about child support 
unless they volunteer i t

Chazdon: And the OTS doesn't have a problem with that as long as it's
clear that it's a portfolio product

Cantrill: No, as long as it's a special credit program, if  you’re setting
up a portfolio product for a specific low income area.

Adam Carlson felt that his bank's affordable mortgage product was

"aggressive" rather than "risky" because it qualified non-traditional forms of income

such as child support, as well as people who have successfully come through

bankruptcy proceedings. Adam drew a clear distinction between risk and flexibility

by stating that:

I  wouldn't call it relaxing credit standards as much as looking at 
alternative credit criteria .. .  It sort of set aside some of the old 
standards that eliminated potentially qualified people, and said w ell 
be more flexible in looking at the situation, but we’re gonna have to 
look individually at every person's capacity.

Carlson alluded to another strategy Finance Bank used to subsidize its

community lending efforts: the incentive structure for payment of loan officers. In

most financial institutions, loan officers are paid on commission, and many of the

CROs interviewed identified this as a serious obstacle to community lending.

When loan officers are paid on commission, they tend to pursue the m ost lucrative

loan opportunities, and these are seldom in the inner city or in depressed rural

areas. A  few of the banks, however, had gone as far as creating salaried loan

officer positions in which the commission was no longer the driving force behind

making a loan. Finance Bank had created one position for a salaried loan officer at

one of its inner city branches, and Carlson described it:
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It's why when we hired the person who did, who handles our 
affordable mortgage program, we salaried hirn and to ok nittr on 
commission. So he gets a flat salary, it doesn't matter if he spends 
10 hours working with a client who wants to buy a house for 
$40,000 or 10 minutes with a  client who wants a house for 
$100,000. It doesn't affect the compensation. And we had to do 
that because we recognized that people were motivated to make 
money, of course they are.

When Susan Munsterman took over as Community Reinvestment Officer at

Third National Bank, she knew the bank had a history as a very traditional lender,

known in low- and moderate-income communities or communities of color as the

bank that tells you no, but tells you so politely. Susan felt the creation of a salaried

loan officer position was imperative to the success of Third National's new

community lending programs:

Munsterman: We dealt with that very directly. We said this is 
never gonna work if that's the environment we’ve 
got. /hid so we hired a person that's paid a salary to 
do these kinds of loans. And the people that are just 
doing huge production and higher cost deals are 
compensated differently, based with commission.
Whereas the person doing the affordable mortgages 
is really focused on that, cause otherwise you don't 
get any loans.

Chazdon: I guess to the degree that that was the way that things
operated.

Munsterman: Yeah, they don't wanna be bothered. And like these 
purchase and rehab loans3 take lots of time, and I 
mean somebody that's in an environment where 
they're getting paid to crank out deals, you know, 
isn't gonna take the time to do those cause they could 
do three other deals and I mean it takes less time to 
do a $250 thousand deal probably than a $50 
thousand.

The creation of internal programs and policies to subsidize and support 

community lending was a very effective way for CROs and their banks to manage

3 An example o f such a program is the HUD 203(k) program, described by several of the CROs as 
a well-intended federal program for bousing rehabilitation, but with too much red tape.
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market risk. Banks that made use of portfolio lending, loan counseling, 

nontraditional definitions of income, and salaried loan officers were spending large 

sums of money, including substantial staff time to develop and implement lending 

programs for borrowers in low-income communities or communities of color. And 

in most cases, the CROs expressed a clear understanding of the obstacles that have 

historically damaged the credit qualifications of applicants from non-white or non

middle class communities. These techniques were limited, however, to the largest 

banks in the study, because all of the internal subsidy mechanisms described 

required substantial financial commitment, and in fact many of the banks used their 

philanthropic arms to support these internal subsidy activities. This was not 

considered an option for the smaller banks in the study.

There are important differences to consider between the use of techniques of 

accommodation and the formalized "cookie cutter" programs offered by banks such 

as Multistate, Central National, and Regional Federal Savings. Use of discretion 

and external subsidy requires a real negotiation with community organizations over 

meanings of risk and place. In situations where pre-packaged community lending 

"products" are available, no such negotiation is needed. For this reasons, these 

motive techniques appear more cooptive than accommodative. The implications of 

these varying techniques of managing market credit are further examined in 

Chapters Ten and Eleven. Before considering these implications, I now turn to a 

description of how avoidant, accommodative, and cooptive techniques are used by 

CROs to manage the legal contradiction.
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IX. Managing Legal Risk

Beyond the notion of market risk, the CRA also introduced a risk associated 

with the contradiction between banking industry and regulatory ideas about 

community reinvestment compliance and community lending. Perception of legal 

risk is a consequence of the contradiction between banking industiy and regulatory 

ideas about community reinvestment compliance and community lending. The 

danger inherent to this type of risk is the possibility of being found out of 

compliance, receiving regulatory punishments, or bad media attention, for 

whichever type of banking regulation is under scrutiny. However, another danger 

is that a community organization will launch an embarrassing protest if the bank’s 

CRA record is perceived as inadequate.

Regulators and regulatory policies tended to treat communities as formal 

"jurisdictional” envelopes without adequate understanding of the contents of those 

envelopes. In many cases, this regulatory logic conflicted with bankers' notions of 

communities as loci of market exchange. As described in Chapter Seven, 

Community Reinvestment Officers used techniques of complaint to draw a picture 

of this contradiction. In this chapter, I consider the techniques used by CROs to 

manage the legal contradiction. As was the case with techniques to manage market 

risk, CROs used avoidant, accommodative, and cooptive techniques to manage the 

increased risk created by the legal contradiction.
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A void ing  Legai R isk

To avoid legal risk means to find a way to work around the contradictory 

meanings of community reinvestment held by banks and regulators. Most o f the 

bankers interviewed for this study spent considerable time describing their 

frustrations with the regulatory interpretation of the CRA. However, some officers 

also offered accounts that seemed to negate the existence of contradictory meanings 

of community reinvestment held by regulators and bankers. Two techniques of 

legal risk avoidance were identified among the officers I interviewed: "Resisting 

Regulatory Applicability," and "Avoiding a Compliance Mentality."

Resisting Regulatory Applicability

The first avoidance technique paralleled one described earlier in which 

bankers identified so strongly with their communities that they saw little distinction 

between community and bank definitions of credit risk. In this case, however, 

bankers felt their mission had been so strongly infused with the regulatory spirit of 

the CRA that additional efforts to document community outreach and lending 

patterns were unnecessary. Following this logic, officers in small banks operating 

in both diverse inner city neighborhoods and mostly white suburban communities 

described how the CRA and its onerous regulatory requirements were actually 

intended for larger urban banks, and not for them, and that it was pointless for them 

to spend so much time documenting their obvious community involvement

Sam B ryant described above as a banker who identified himself and his 

bank strongly with the communities in which his bank operated, expressed disdain 

and unwillingness to  devote his energy or the energy of his staff to documenting 

community work they had always done. Among the activities o f his bank for
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which he was proud, Bryant described his bank's recent purchase of a small bank

in a suburban community. During the past five years, Neighborhood State Bank

had purchased three suburban banks while continuing to retain its commitment to its

primary inner city branch. In fact, Bryant described his bank as sort of a "Robin

Hood" bank, taking deposits from white middle class suburbanites and lending

them out to a diverse range of inner city individual and organizational borrowers.

As a result of this recent purchase, Bryant had organized a community

advisory board to identify community credit needs and share resources on an

ongoing basis. He was proud of this advisory board, especially because his bank’s

branch was the only financial institution serving this suburban community.

However, Bryant also mentioned that he wasn't planning to document this meeting

and that it was just one more kind of community reinvestment oriented activity they

perform that will never show up in a CRA evaluation.

In describing his experience with a CRA evaluation by the FDIC, Bryant

spoke enthusiastically about the young examiner who spent three days talking with

people at the bank and in the community. Bryant felt the examiner was getting a

real sense of Neighborhood State's commitment, however, he felt the examination

went downhill when the examiner gave his report to his supervisor at the FDIC,

who was unenthusiastic and thought the bank was taking undue risks in its

community lending. When the final CRA evaluation came from the FDIC,

Neighborhood State did receive an Outstanding rating for its performance, but

Bryant was still frustrated:

Our evaluation was not in depth. We had to get through a hurdle 
about not having anything about CRA in our minutes. And when 
the evaluator was here, we hadn't finished geo-coding our loans.. .
Much of what we do was excluded from the evaluation. Nobody
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interviewed me like you are, but we do have a file of letters we 
showed them.

Sam Bryant felt injured that regulators hadn't paid sufficient attention to the 

things he believed he had done in the spirit of the law. If fact, he felt they were 

looking for the wrong things, too worried about dotting their 'i's and not looking at 

the big picture. His attitude suggested an unwillingness to document community 

activities just because it was what the government wanted. He wanted to maintain 

ownership of his community outreach and lending activities and it seemed as if 

documentation of these efforts, for the purpose of regulatory compliance, would 

somehow pollute the purity of his intent and his concern for his community. As I 

learned in the interview process, however, there weren’t too many bankers as 

concerned with the purity of their intent as Mr. Bryant.

John Perkins, banker-blooded President of a community bank in the 

exurban town of Bridgetown, shared Sam Bryant's resistance to acknowledge 

regulatory definitions of community outreach or lending.

Perkins: From what I can see our bankers have always been active in
the community. We've always done local lending, we've 
always had relationships with our chamber of commerce and 
the local downtown business association and the city. I 
personally am on a number of business related committees of 
the chamber.. .  So I guess I can’t say that we’ve done 
anything differently directly as a result of what the 
government is asking us to do. I think we're doing the 
things that any good community banker would do, and 
anybody that was kinda brought up in it the way I was has 
just always done naturally, we do what makes sense to the 
bank, and what makes good sense to the community.

Chazdon: So it doesn't sound like the CRA has really influenced, in
reality, your behavior or the behavior of this bank, in how it 
lends money.

Perkins: Well, you know if someone walks in this bank, and they're
credit worthy, why the heck do I need the government to tell 
me to make a loan. I mean I don't care if they're a Martian,
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as long as they can repay that loan, why wouldn't I make the 
loan. If I Cfiit iiiukC an eight percent car loan to that person, 
as opposed to putting it a treasury that's gonna pay me three 
of four percent, why in the heck wouldn't you do that. So 
you know, I understand what it is they're trying to do, it's 
silly why they think the have to legislate what is common 
sense and what ordinarily happens in a community bank.

Perkins had much to complain about when discussing the details of his

encounters with regulators from the OCC. However, he was able to manage the

legal contradiction using techniques of avoidance in which he described the lack of

applicability of the CRA to his bank and the lack of qualifications of federal

regulators to tell him how he could best ascertain and meet the credit needs of his

community:

Well, you know let’s face it, I mean the problem M S caused by 
large urban banks. They were the ones that were convicted and 
have been proven to be engaging in redlining. And when you, I 
mean the sensational cases you hear of where banks are caught at 
redlining, who do you hear of being guilty? The large banking 
coiporations, you know. We have a real problem in this country, as 
I  see it, there's an increasing concentration o f  financial assets in this 
country. The bank mergers are happening every week, and few er  
and few er people are making decisions having to do with investing 
the money in the communities. I  think the government should be 
doing what they can to help community banks survive.. .So you 
know the problem wasn't caused by the community banks, and the 
community banks didn't really need this "help" [he mentioned the 
quotes] in serving their communities.

Perkins felt that Bridgetown National, and other community banks, were 

not responsible for the causes of the Community Reinvestment Act, and should not 

be forced to comply with it. His vision o f the type of regulation that would benefit 

communities was regulation to protect small community banks from being 

swallowed up by larger regional banking conglomerates.

Martin Trimble, described earlier for his resistance to the interview process, 

was equally resistant to any notion o f a regulatory logic in the CRA. His basic
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message that the government shouldn't tell banks how to run their businesses came

through clearly throughout his interview. His angle, however, that the CRA was 

essentially an employment program for government and big bank bureaucrats, was 

unique among the officers I interviewed:

Trimble: Well, CRA, I don't know, it's probably been around
thirteen, fourteen years that I know of, and the only thing 
CRA has been really effective at doing is keeping 
bureaucrats off the unemployment line.

Chazdon: OK. So you don't think CRA has had any sort of positive
influence on getting more credit?

Trimble: No absolutely none. Our ghettos haven't gone away, the
poor areas haven't gone away, uh, I don't believe you can 
legislate morality, I think it sounds nice, uh, I think if  you're 
a bank like ours, then you make loans to people and you do 
everything you possibly can to improve your neighborhood 
and the people in it. You provide a service for that. We've 
been doing that way, way, way before this little law came 
into effect, we'll be doing it many, many years after this law 
came into effect.. .  I think it's automatically in the best 
interest of all banks to do this. Those banks that see this as a 
goal like we do, are gonna do it no matter what, you know 
some Congressmen got together ten, twelve, fifteen years 
ago, and came up with this and that's fine. And hired alot of 
government people, and that's fine. I  have nothing against 
employment I mean I don't like unemployment either, you 
know. And so for those reasons, uh, CRA is effective, but 
as far as legislating morality and making banks do something 
that they don't want to do, that's ridiculous. That's folly at 
best. Anybody believes that CRA has been effective is 
smoking something besides Camels.

Chazdon: Uh [chuckling].

Trimble: It's completely a falsehood, perpetrated by government
bureaucrats, and I'm not sayin' that the intent of CRA or 
what it says is wrong at all. We believe all the things that are 
in much of the CRA statements, servicing your community. 
We've believed those for years and years and years. I 
happen to believe that the vast majority of bankers I know 
believe in the intent of CRA. The intent o f CRA is one 
thing, urn, legislating morality and enforcing these wishes 
upon people, it's never worked in society, uh, it never even
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worked in the Soviet Union, I'm told. And it's not gonna
work in this country either.

Chazdon: I'm kinda curious what you think o f the effect on really large
banks, like Central National or Multistate, who create a 
whole department devoted to this stuff.

Trimble: Well again, you've said it right, it's put alot o f people to
work, and uh, do I believe that they're more responsive now 
than they were fifteen years ago? Absolutely not. I think 
your big banks have been responsible for an awful lot of 
good things that have happened in our cities. Their lack of 
concern may have been, and our lack of concern maybe, you 
know, not everyone can do everything right a hundred 
percent of the time, uh, maybe the banks are to blame for 
certain bad things that have happened too in society, but I 
think, I don't see CRA or putting in this law, has made it 
any better or any worse. Again, it's nothing but an 
employment plan for government bureaucrats. That's all it 
is.

Officers in community banks such as Neighborhood State, Bridgetown 

National, and Independent State, stood out from the CROs in larger financial 

institutions in their avoidance of responsibility for the CRA and its regulatory 

structure. Rather than complain at length about the minutia of compliance, these 

officers clung to their traditional belief that community banking is the best way to 

address community credit needs. At the state and national levels, this motive 

strategy is reflected in efforts by independent bankers to amend the CRA to exclude 

banks with less than $100 million is assets, and the implications of maintenance of 

this type of motive strategy are explored with greater detail in the next chapter.

Avoiding a Compliance Mentality

In a second avoidance technique, officers in larger financial institutions 

avoided use o f the term "compliance" when describing community reinvestment 

work. Through avoidance of the term "compliance" these officers were 

intentionally trying to model within their banks a view that community outreach and
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lending were no different than traditional banking activities. This motive technique 

was quite similar to "resisting compliance" described above, except in this case, the 

effort to avoid a compliance mindset was more intentional and it was designed to 

get lenders in large, stockholder-oriented banks to think like community bankers.

Rhonda Cole, Vice President of Community Relations at Central National's 

holding company, was aware that lenders in her bank’s offices across the nation 

tended to view the idea of "compliance" with disdain. For most bankers, 

compliance had a connotation o f government control, and Cole was intent on 

communicating to lenders that the goal of the CRA was not merely doing what 

Uncle Sam wanted them to do. To accomplish this, she spoke of CRA 

"performance":

Cole: We are a very [emphasis] shareholder driven organization,
and I think we have one of the strongest compliance 
programs you'll ever see. I don't even like to call it 
compliance. We don't call it CRA compliance. We call it 
CRA performance. The idea that something that needs to be 
complied with just kind of goes against the grain of how we 
think about it philosophically. Community investment is a 
performance issue, it's a  lending performance issue and 
within the whole universe of the community alot of great 
business is.

Chazdon: Is that philosophy, as you called it, how long has that
philosophy existed? How did it take root?

Cole: Well I'm a  big proponent.

Chazdon: You're a big proponent. So what do you do to get people to
think along those lines?

Cole: You share the responsibility for CRA. I would argue with a
banking institution that has CRA as a staff function, like a 
CRA coordinator. You see that often. Or sometimes it's in 
the compliance department And here it is the equal 
responsibility between me and the line, and by the line I 
mean the branch managers, the business loan officers, and 
they're held accountable for our CRA rating and evaluation
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as I am. And the other thing is that we reward them for 
finding that business because it’s good business.

Chazdon: How are they rewarded, like financially or like a plaque or
what?

Cole: It's in our incentives Our philosophy is that if you have
strong performance you necessarily have good compliance.

Cole saw her role as a cultural change agent within Central National, trying 

to encourage a philosophical paradigm shift among officers about the distinction 

between compliance and performance in community reinvestment activity. In 

thinking about her role, I found it difficult to decide if her statements came from a 

position of avoidance or from a position of accommodation. At times these 

vocabularies blended into each other. In vocabularies of accommodation, however, 

officers were more open about the need to work through the contradictory meanings 

of compliance held by bankers and regulators. In this case, Cole was not 

suggesting such a "working through" process. She was suggesting that through 

emphasis on performance, the existence of contradictory logics could be avoided 

altogether. It wasn't clear to me in the interview process if Rhonda Cole believed 

herself that there was little contradiction over industry and regulatory meanings of 

compliance. However, her technique in communication with lenders was to avoid 

thinking in terms of compliance, and to encourage them to avoid thinking this way 

as well.

Sandy Potter of Commerce Bank used a similar strategy to reconceptualize 

compliance in her communications with loan officers. Like Rhonda Cole, she was 

familiar with the tendency of lenders to resist government control efforts and retreat 

into a vocabulary in which they felt a greater sense of control:

Potter: If you are told you have to make this many ads, you have to
make these many loans, x percent of your loans should be
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this, it would really meet a hard wall. I know in my bank, 
they wouldn't like that They like saying, well we've taken 
CRA kind o f out of it, and called it the responsible 
community action plan, and CRA is part of it, but they like 
to call it something else.

Chazdon: You mean, in their own vocabulary?

Potter: Right, so that they feel this is what we wanna do, it's not
what the government is telling us to do, even though we're 
doing what the governm ent's telling us to do. So it's just 
like well we're gonna package it a little different so it's more 
palatable.

Both Cole and Potter served a particular CRA compliance role in their 

banks. In addition, neither of these women had banking backgrounds. Their 

positions and backgrounds appeared to play an influential role in how they 

conceptualized and managed the legal contradiction. As people without banking 

background trying to influence people with banking backgrounds, they felt the need 

to "translate" the CRA into vocabularies that were palatable to loan officers. In this 

way, they tried to shield these officers from needing to work through the 

contradictory meanings of compliance by themselves.

A ccom m odating Compliance Risk

M ost of the community reinvestment officers in this study responded to the 

challenge o f regulatory rules and enforcement with vocabularies of complaint. The 

"beancounter" mentality of regulatory personnel, combined with the subjectivity o f 

the evaluation process was viewed with disdain. However, some of the officers 

interviewed also offered descriptions of the regulatory process that were more 

accommodative and more understanding of the difficulties inherent in creating and 

enforcing regulatory rules. They were able to have empathy for the legal logic that 

constrained the work of federal regulators, and their motive techniques reflected this
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empathic effort Two types of legal risk accommodations observed were: 1) an 

awareness that regulatory personnel had improved with time and with increased 

knowledge of regulatory goals and strategies to achieve those goals; 2) an 

awareness that Community Reinvestment Act compliance was actually a positive 

force for change in individual banks and in the industry.

Emphasizing Improvements in Enforcement

Some o f the officers believed that regulatory agency personnel were 

increasingly more knowledgeable and less punitive as time had passed since the 

creation of the new CRA regulations in 1991. They appeared to understand that 

regulators, like themselves, had to work through a learning curve regarding CRA 

regulations and enforcement. I interviewed Belinda King one week after she had 

been through her second CRA examination, and she was convinced that the 

regulators from the FDIC were less concerned with paperwork than they had been 

in  the past:

I  think that they are making progress because early on they were 
looking for a lot of paper and they were looking for all this 
documentation, all these reports. I f  you wrote a lot of reports and 
had a lot of meetings and had a lot of interviews, you did fine. And 
now I think that they really are more focused on actually what the 
whole point of it was, which is community lending, how many 
loans you're making. The examiners are a lot more sophisticated 
about the requirements and the assessment factors and the new 
policies have come down from the regulators about things like 
geographic analysis and minority business lending is now a hot 
topic, what kind of lending are you doing to minority small 
business. So there is some amount of progress.

King was relieved that the regulators had begun to place more emphasis on

actual results in community lending.1 She mentioned that she could have easily

1 In fact, federal regulatory agencies have gradually increased their emphasis on substance and 
decreased emphasis on regulatory process as compared to enforcement strategies in the early years 
of the CRA. A new set of enforcement rules published in 1994 establishes performance standards
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filled her CRA files with meaningless documentation such as newspaper ads or

records of phone conversations, but the CRA examiners were more interested in

whether the bank's marketing efforts in low- and moderate-income communities

were effective. She felt the examiners were better trained than they had been in the

past and they seemed to have a positive attitude, wanting the bank to succeed. She

concluded that the exam experience "was not unpleasant," which may be about as

good as one can feel about a regulatory examination.

Heather Diggs described her encounter with regulatory personnel as

"helpful." She had heard from other bankers that some of the regulators were "out

to get" banks in order to further their own careers. However, she felt her FDIC

examiner was willing to share ideas about how to improve documentation or ways

to invest in bond programs that are more beneficial to the bank's community:

I think he was very fair. I was not sure what to expect as far as that 
was concerned. He didn't expect everything to be kind of spoon fed 
and handed to him like here's our perfect program and here's three 
tons of documentation. If there is something he kind of expected to 
see that wasn't there he'd come and ask, he'd say you know did you 
think about this? He would allow me to prepare some things, but I 
didn’t have anything just to hand to him right away.

As a result of her experience, Diggs believed that the negative comments

about CRA regulation she had heard from other bankers and CRA officers were

inaccurate. In fact, she suggested that:

I think the only organizations that I've heard who have really been 
unhappy were organizations that maybe weren't doing as much as 
they should have been — ones that were completely unprepared for 
examiners to come in and look at them in the way that they are no. I 
think there are organizations that still just had the CRA statement that 
went to the board once a year and their statement up in the lobby.

for assessing whether a bank is meeting the credit needs of its service area (Overby 1995). These 
final rules were published after my interviews were completed, however, the trend leading to 
establishment of these rules was well underway during the time of this study.
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In addition to accommodative statements about the style of regulatory 

enforcement, some of the CROs suggested that the regulatory agencies, secondary' 

market agencies, as well as other federal agencies such as the Small Business 

Administration, were becoming more flexible and less bureaucratic, making it easier 

for banks to work with their programs and comply with the CRA. These 

statements were simultaneously accommodative of both the legal risk and the 

market risk involved in CRA compliance. Ingrid Bums described a new program 

through the OCC in which national banks, such as Affiliated Bank, could set aside 

a certain percentage of their loans as a CRA portfolio, and these loans would then 

be treated differently by safety and soundness examiners. She described this policy 

change as part of her explanation that bankers that complain about the CRA do it 

because they have a "big brother" attitude about government, not because of a 

genuinely higher risk level involved in community lending.

Both Frank Harris and Roger Delafield, officers at large savings and loans, 

described the Fannie Mae Community Home Buyer's Program as a useful tool for 

CRA compliance. Hanis described how Regional Federal had put together a loan 

program for low-income home buyers, and had planned to keep the loans in the 

bank’s portfolio. However, Fannie Mae soon came out with a program that 

enabled Regional Federal to sell 90% of its portfolio mortgages on the secondary 

market, thus increasing Regional Federal's liquidity and enabling more community 

lending.

Some of the CROs even expressed appreciation for the loan guarantee 

programs of the Small Business Administration, an agency that most officers felt 

had a history of being extremely bureaucratic and difficult to work with. Belinda 

King commented that it takes time and patience to develop a working relationship
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with the SBA, and the early stages of the process can be aggravating and time

consuming. However, Hillside Bank had worked consistently with SBA programs

with success. She described one encounter with a banker from a bank that wanted

to put together an SBA loan and had no experience with the program:

Now that would be very aggravating because I told him right off the 
bat, for example, that the company who they wanted to apply for the 
loan for wasn't eligible for an SBA loan, and I knew that, but he 
could have gotten three weeks into the process before he would have 
found that out. But if he had done his homework and gotten the 
book and done all that, but I think sometimes we want to be able to 
make it happen without doing the homework and finding out But 
most of them have pretty good staff, I mean why would they work 
for the government for lousy pay if they didn't want to do what 
they’re doing?

As an underemployed person at the time, I had many possible answers to

her question, but her point was that the folks who work for government agencies

meant well, and probably struggled with bureaucracy, too.

Like Belinda King, Susan Munsterman decided that merely complaining

about regulatory unreasonableness or the bureaucracy of government programs was

inadequate. She felt that government involvement in community lending was

necessary in order for community lending to succeed, particularly in efforts to

spread credit risk. While other officers mentioned HUD's 203(k) housing

rehabilitation program as a particularly good example of a bureaucratic mess,

Munsterman focused more of her discussion on her efforts to work out the

program's kinks:

We convened a group here because there's a product called the 
203(k) product and it's a purchase and rehabilitation loan, and it's 
done in conjunction with HUD, and it's very time consuming, 
everybody trying to get the wrinkles out of it. It's very much 
needed, especially in the low income areas, purchase and rehab is 
really what people need, but the thing is a nightmare. So what we 
did is we got together here and talked about its strengths and 
weaknesses and then what we needed to do about it, and what we
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decided was we needed to  set up an affordable mortgage committee 
as part o f the State Bankers Association and have a formal place to 
keep the discussion about these secondary market issues, about 
products and how they're working, so we have a collective voice.
Because if I go beat up on HUD about the 203(k) program, they're 
gonna say, well we're gonna make it real hard for her to do business 
with us, and what we really wanna say is from a constructive 
standpoint, you're ty in g  to  accomplish something, we're ty in g  to 
accomplish something, here are the barriers we see, how can we get 
it fixed.

While Munsterman did not want HUD to think of her as someone who 

would "beat them up" about the 203(k) program, she was still very concerned that 

the program had great potential if  it could be made more user-friendly for bankers. 

Like the other officers described above, she demonstrated understanding and 

willingness to accommodate the regulatory bureaucratic point o f view, rather than 

emphasizing her complaints about that point o f view, and as a result o f  this 

accommodation, she had developed working relationships oriented toward 

improving community lending.

Notably absent among those officers to make some accommodation about 

improvements in regulatory policy and enforcement were the four "banking blood" 

community bankers. These officers consistently avoided or complained about the 

existence of contradictory meanings of the C R A  They were not willing to accept 

the government's role in enforcing the type of lending they believed they had 

always done better than anyone else in the industry.

Emphasizing Regulatory Intent

A  second pattern of accommodative descriptions of legal risk focused more 

philosophically on the intent or spirit of the CRA. CROs described how the CRA, 

despite its drawbacks, existed for a good reason and was an affirmative-action type 

incentive encouraging banks to make lending efforts to non-traditional applicants in
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non-traditional communities. Belinda King went as far as suggesting that creating

formal CRA compliance procedures had some positive effects on her bank:

One of the benefits of having a more foimal program is that it forces 
us to go out and look at the new groups, new areas to get involved. 
Because everyone tends to sink into a rut, and we could continue to 
be involved with the five groups that we've always been involved 
with, but one of the things that we put into our program every years 
is than we will seek out "x" number of new unknown groups every 
year. And that's good, and that's kind of enjoyable to try and find 
someone who is doing something out there that you're not involved 
in.

Rick Arnold, President of Vista National Bank, waxed philosophical about

the CRA towards the end of his first interview. He began to describe how he had

become increasingly active lending in the Asian community because his bank was

located in an area with a high percentage of Southeast Asian refugees. He had

recently been invited to the wedding of an Asian businessman's son, and he was

honored that he had been invited, and was planning to attend. He described

situations during his work in the Asian community in which he had been in the

minority because he was White:

That's been an interesting challenge, and I think it's something that 
I'd like to see more, you know, bank presidents, put themselves, 
expose themselves into a position like that you know just to 
challenge themselves, just to do things differently. But, no it's just 
plain the people side of business that I like, and I see the CRA has 
been an impetus to become proactive, and I won't kid, I mean part 
of it is driven by the regulations and I know I'm gonna get graded 
on 'em, and you better believe I'm gonna position myself and make 
sure that the area I perceive that we're gonna get targeted on so to 
speak are gonna pass, and I better be testing along die way, self 
testing and evaluating how are we doing.

It was interesting to compare the accommodative statements made by King 

and Arnold, both CROs in small community-oriented banks, to those of other 

officers in small banks, especially those with "banking blood." The officers with 

banking blood did not express willingness to accommodate the regulatory approach
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of the CRA. They felt clearly that community lending was something that they, and 

their parents, had always done. They were much less willing to accept the 

government's role in regulating a community orientation. King and Arnold, 

however, were not from banking blood. They were less influenced by traditional 

values and ideas in the industry and were therefore more open to regulatory intent 

and meanings regarding community reinvestment practices.

C oopting Legal R isk

Another technique used by CROs for managing legal risk was to describe 

the close relationship between the CRO and regulatory personnel and the process of 

mutual definition that occurred around the issue o f CRA compliance. This 

technique emerged only in interviews with CROs in specialized CRA roles in the 

largest banks in the study. Given the ambiguities o f the law, these officers felt little 

risk or contradiction between industry and regulatory definitions of compliance 

because they were in positions in which they felt some degree of influence over the 

outcome of that definitional process. They were able to educate regulators about the 

intricacies of CRA compliance, and most importantly, felt that through this process 

of education, the regulators would better understand how to do their job. I 

considered these techniques to be more cooptive of legal institutional logic than 

accommodative to that logic because of the degree to which these officers felt they 

had the capacity to absorb contradictions between regulatory and industry 

understandings o f CRA compliance through this process of educating the 

regulators.

Adam Carlson of Finance Bank was comfortable with the idea that 

regulatory knowledge was malleable and that his bank’s CRA evaluation was
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somewhat of a negotiated process. He emphasized in particular how in the early 

years of increased CRA regulation, shortly after the 1989 FIRREA amendments, 

regulators were unsure what they were looking for when they conducted CRA 

audits. Adam felt no hesitation to discuss the regulators' lack o f sophistication:

Carlson: I think in the past we've had to educate the regulators who
come in presumably to assess us. We have to tell them how 
it works, what we're doing.

Chazdon: Why? Because the regulators don't seem like they're up to
speed?

Carlson: Right. I think everyone's coming around, finally. And I
guess that's the nature of a new concept of a new law. 
Especially one that vague.

Between the first and second research interview, Adam's position at 

Finance Bank was changed because Finance Bank's Cold Spring branches were 

purchased by Central National. As a result o f the merger, Adam went to work for 

Finance Bank’s holding company, which continued to operate Finance Bank 

branches in  several suburbs of Cold Spring. In addition the holding company 

planned to open a new "boutique" style bank designed to lend money to wealthy 

entrepreneurs and stimulate economic development activity. Other bankers 

interviewed for this study, especially officers at small community banks, wondered 

how Finance Bank would ever be able to justify their creation of such a new bank, 

given the pressure of the CRA to serve low-income market sectors. As Carlson 

told me, the creation of this new banking charter was a negotiated process:

Carlson: It was interesting to sit down with the feds before it got the
charter because the legislation, CRA itself, I think, was 
written for general purpose banks, for banks that are sort of 
doing everything, and they weren’t really, I don't think the 
legislation was written for banks that have a relatively 
narrow focus, as a part of a business mission. So it was 
interesting to try to make the CRA statement compatible with 
the mission of the bank, and avoid the risk of saying that
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because our bank is isolated we don’t want to get involved in 
other activities, what we'll really try to do is focus activity in
that area where the bank has expertise.

Chazdon: Yeah, I’ve come up against this alot in my interviews, cause
I’ve talked with people in many different kinds of 
institutions. Small and large, savings banks and commercial 
banks, commercial banks that focus on economic 
development vs. mortgages, so yeah I hear that again and 
again, that the law is more general.

Carlson: And the regulators really didn't know what to do with it. So
it's basically, "well, it sounds reasonable, the City likes it, 
they gave you support for trying it, so try it." And hopefully 
they'll be as reasonable when they come back and do our 
assessment.

It is interesting to compare Carlson's views on regulatory control with those 

of David Peterson, CRO at Mahogany Bank, another "boutique" style bank. 

Peterson's statements about compliance were exclusively complaints about the 

unreasonable conflict between safety and soundness rules and community 

reinvestment rules. Carlson, on the other hand, felt more comfortable working 

with regulators to define community lending in a manner that was mutually 

agreeable to both the bank and the regulatory agency. There is a hint, however, in 

his last sentence above, that he didn't feel complete control over this definitional 

process, that "hopefully" the regulators would be as reasonable when they return to 

do their CRA evaluation.

Rhonda Cole, described earlier for her emphasis on CRA "performance," 

also described the regulatory process as one in which the banking industry and the 

regulators were simultaneously learning. She was critical of the regulatory 

emphasis on documentation, but she also felt that the ambiguity of the law was 

beneficial in giving the bank flexibility to define for itself, and perhaps for its 

regulators, which of its activities qualified as compliant with the intent of the CRA:
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The banking industry and regulators are both trying to learn as they 
go along. The regulators struggle with how to enforce it 
consistently. They try to figure out how to examine and rate. The 
banking industry also struggles with what it means. I think it used 
to be -- the focus had always been documentation. There was more 
emphasis on documentation than on how we were making loans.
This is changing. When the only hard and fast rules are related to 
documentation, that’s what gets emphasized -- that's what you're 
sure of. That [part] was clear. W hat was less clear was how many 
loans you need to make -- what level o f lending is correct -- best for 
outstanding rating. But quotas are not OK. We say that banks 
should make an effort to understand what is needed and within 
parameters of safety and soundness, try to respond to those needs.

When Carlson and Cole spoke about their regulatory evaluations, they

spoke as if the gulf between industry and regulatory agency were not so broad as to

prohibit communication and negotiation over the meaning of compliance. For

them, it was perfectly justified and natural to work with regulators, especially

during the early years of increased CRA regulation, to determine regulatory

meanings. In this way, these officers in very large financial institutions make an

effort to ward off definitions of compliance that were too much of a stretch for the

bank. This approach contrasted dramatically with a more conflicted and hierarchical

style with which most of the other CROs in the study described their encounters

with regulatory personnel over the meaning of CRA compliance.

These cooptive tendencies were only present among a handful of the CROs

interviewed, but this technique is reminiscent o f the literature on regulatory

"capture" in which regulated industries control regulatory input and outcome

(Bernstein 1955; Kolko 1965, Ayers and Braithwaite 1989). This pattern is

speculative because of the limitations of this research in getting beyond frontstage

dialogue with the CROs. However, elements of the dialogue from officers at large

banks such as Central National and Finance Bank suggested that they felt a higher

level of comfort teaching regulators about their bank's CRA programs and
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convincing regulators that what they were doing met the regulatory assessment 

criteria. Interestingly, both of the officers at these banks had non-banking 

backgrounds which may have eased their encounters with regulatory personnel by 

reducing the level of institutional contradiction. A stronger conclusion would 

require analysis of the encounters between CROs and regulatory personnel, which I 

found to be nearly impossible because of the stringent requirements for privacy 

involved in those encounters.

The use of cooptive techniques for managing both legal risk and market risk 

has a variety of implications including improvements in credit access for citizens in 

low- and moderate-income communities, but also including the cooption of non

industry logics and consequent prevention of the intensification of conflict around 

the issues of community lending or compliance. In this study, these cooptive 

techniques were described specifically by CROs in specialized CRA roles in very 

large banks and savings and loan organizations. In the next chapter, I further 

develop these linkages between organizational context and motive techniques and 

their implications.
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X. Motive Strategies

The identification and comparison of the distinct techniques of complaint, 

avoidance, accommodation, and cooption suggests that techniques of justification 

are contingent upon factors such as organizational size, orientation to place, officer 

background, and officer role. A critical detail left out of my analysis to this point, 

however, is that Community Reinvestment Officers usually combined the 

techniques o f complaint, avoidance, accommodation, and cooption during their 

interviews. In this chapter, I examine patterned ways in which officers combined 

these techniques, forming what I label "motive strategies." Through description of 

the combinations of motive techniques used by each of the 18 interview subjects, I 

show how different extra- and intra-organizational contexts encourage the 

production of distinct strategies and discuss the implications of each of these 

strategies for the justification of behavioral responses to CRA regulation.

While the term "strategy" connotes a degree of intentionality that may not 

have been present in the dialogue of Community Reinvestment Officers, the term 

does suggest that the use of distinct combinations of motive techniques can be very 

strategic for CROs and the banks they represent. Motive strategies were used by 

CROs to somehow manage the contradictions inherent to the CRA compliance 

process. A key element in the motive strategies of most of the officers interviewed 

was how they combined more descriptive techniques of complaint with risk 

management techniques of avoidance, accommodation, and cooption. In using 

techniques of complaint, the risk or danger inherent to contradictions between 

market, community, and regulatory logics was felt most keenly. In fact, complaints
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were often expressed with a high level of emotion, indicating the tension and 

danger present Most motive strategies, therefore, involved the combination of 

complaint with avoidance, accommodation, or cooption, because each of these 

motive techniques provided a sense of closure to the perceived risk or danger 

associated with extra-institutional meanings of community organizations or 

regulatory agencies.

The four CRO motive strategies identified among the officers I interviewed 

were the Community Banker, the Old School Banker, the CRA Advocate, and the 

CRA Product Specialist. The table below illustrates how each of the motive 

strategies represents a range of combinations of techniques of complaint, 

avoidance, accommodation and cooption. For example, the Old School Banker 

strategy emerges through the combination of techniques of avoidance and 

complaint, both about market (substantive) risk and legal (procedural) risk and the 

underlying market and legal contradictions.

Table 10.1

Motive Strategies and Institutional C ontradiction

Motive Strategy

Dominant Motive Dominant Motive
Techniques Regarding Techniques Regarding
Market Contradiction Legal Contradiction

Community Banker 
Strategy

Avoidance Complaint
Accommodation

Complaint

Old School Banker 
Strategy

Avoidance
Complaint

Avoidance
Complaint

CRA Advocate Strategy Accommodation
Complaint

CRA Product Specialist Cooption Cooption
Accommodation
Complaint

Accommodation
Complaint

Strategy Accommodation
Complaint
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These categories provide a useful typology for understanding the 

distinctions among motive strategies and the relationship of these social 

psychological processes to organizational positions and contexts. However, the 

boundaries between these categories are at times unclear, and there is always 

potential for a particular bank to dramatically change its predominant motive 

strategy through creation a specialized CRA officer office/role, or through 

organizational growth or expansion. The typology, therefore, should be seen more 

as a continuum than as a description of mutually exclusive categories.

The existence of this continuum of motive strategies has important 

implications for analysis of CRA compliance and regulatory compliance in general 

because it suggests the possibility that social psychological processes in response to 

regulation may be patterned and predictable when understood as a form of 

negotiation of institutional contradiction. Furthermore, recalling the conceptual 

model of this study, organizational context, in addition to institutional contradiction 

influences patterns of ideological work. The following table illustrates the 

relationship between motive strategy and organizational contexts. Throughout the 

remainder of this chapter, this combination of institutional and organizational 

influences is examined for each bank and motive strategy.
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Table 10.2

Motive Strategies and Organizational Context 

Org. Orientation Officer Officer M otive
Officer/Bank S ize   to Place Position  Background Strategy
Rick Arnold, 
Vista Natl. Small

Localized/
Diverse Executive B anking

Community
Banker

Sam Bryant, 
Neigh. State Medium

Localized/
Diverse Executive

B anking
Blood

Community
Banker

Ingrid Bums, 
Affiliated Bank Large

R egional/
Homogenous Compliance B anking

CRA
Advocate

Freda Can trill, 
Hometown FSB Large

R egional/
Homogenous

Secondary
M arketing N on-Banking

CRA Product 
Specialist

Adam Carlson, 
Finance Bank Large

R egional/
Diverse Special CRA N on-Banking

CRA Product 
Specialist

Rhonda Cole, 
Central Natl. Large

R egional/
Diverse Special CRA Non-Banking

CRA Product 
Specialist

Roger Delafield, 
Suburban Savings Large

R egional/
Homogenous

Secondary
Marketing B anking

Old School 
Banker

Heather Diggs, 
Downtown State Medium Boutique Compliance B anking

CRA
Advocate

Oliver Green, 
Uptown State Medium

Localized/
Homogenous Executive

B anking
Blood

Community
Banker

Frank Harris, 
Regional FSB Large

R egional/
Diverse Special CRA Non-Banking

CRA Product 
Specialist

Belinda King, 
Hillside Bank Small

Localized/
Diverse Com pliance B anking

CRA
Advocate

S. Munsterman, 
Third Natl. Medium

R egional/
Diverse Special CRA B anking

CRA Product 
Specialist

John Perkins, 
Bridgetown Natl. Small

Localized/
Homogenous Executive

B anking
Blood

Old School 
Banker

David Peterson, 
Mahogany Bank Small Boutique

Commercial
Lending B anking

Old School 
Banker

Sandy Potter, 
Commerce Bank Medium

R egional/
Homogenous Compliance Non-Banking

CRA
Advocate

Ornette Smith, 
Multistate Bank Large

R egional/
Diverse Special CRA Non-Banking

CRA Product 
Specialist

P. Thompson, 
Adams Natl. Small

Localized/
Diverse Executive N on-Banking

Community
Banker

Martin Trimble, 
Indep. State Medium

Localized/
Homogenous Executive

B anking
Blood

Old School 
Banker

The Community Banker Motive Strategy

The term "community banker" is often used in the world of banking to refer 

to any lender who works for an independent bank of small or medium size that 

defines its market largely based on the geographic community in which it is located.
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In this study, the community banker motive strategy has much more restricted 

applicability. For the emergence of the community banker motive strategy, small 

size and a iocalized/diverse orientation to place were necessary, but not sufficient, 

conditions. The community banker strategy combined techniques of avoidance and 

accommodation of market risk with a tendency toward complaint about legal risk. 

These officers were notable in their lack of willingness to talk about community 

lending as a high risk activity that requires them to stretch outside of their traditional 

institutional views of community lending. For most of them this type of lending 

was viewed as part of the bank’s mission, and risks involved with lending to 

nontraditional borrowers were quickly explained away. It is likely that many 

independent bankers in economically depressed rural areas would rely on similar 

motive strategies to the degree that they see their mission as the economic growth of 

their communities.

In the community banker motive strategy, the avoidance of market risk was 

employed as a motive technique because these bankers did not distinguish between 

their bank's market and their bank's "CRA" community. Because of their inner city 

locations, these officers had little choice but to make an effort to provide credit to 

borrowers with nontraditional credit qualifications. These officers used a strategic 

form of avoidance in describing their banks' responses to the CRA and to the 

challenge of community lending. They were unwilling to admit, and in some cases 

did not even complain, that the government had the authority or legitimacy to 

regulate the community lending behavior that they believed was part of the life 

blood of their organizations. Their vocabularies leaned towards accommodation, 

however, particularly with market risk, when they described specific efforts to 

provide credit to nontraditional borrowers in their communities. Sam Bryant, Rick
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Arnold, Patrick Thompson, and Oliver Green were the CROs that most typified this 

motive strategy.

Sam Brvant

Sam Bryant had made a long term commitment to providing credit in the 

low income communities surrounding Neighborhood State Bank. He felt strongly 

that community lending was the right thing to do because it corresponded with the 

demographics of his bank's market. Rather than complain about the risks involved 

in community lending, Bryant preferred to avoid describing community loans as 

risky at all, as long as efforts were taken to manage risk through use o f guarantee or 

other government programs. When Bryant did complain, it was about the 

procedural elements of the regulatory process. But his complaints were somewhat 

restrained, probably because his bank had received an Outstanding rating for its 

CRA performance. For the most part, he spoke as if the regulations didn't apply to 

him  since "CRA" was so much a part o f his bank's everyday operations. He felt 

the CRA was intended more for the big banks that had paid less attention to low 

income communities. In this way, he avoided legal risk.

Rick Arnold

Rick Arnold took over Vista National after the bank had been purchased and 

he described community lending as a key part the bank's new mission. His bank, 

located in a very poor neighborhood not far from Bryant's bank, did not have a 

history of targeted lending in low income areas or in communities of color, and 

Arnold spoke at length about the steps that needed to be taken to begin providing 

credit in his community. He spoke proudly of his efforts to increase the bank's 

loan to deposit ratio, which had improved from 15% to 55% in two years through
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intensive efforts to market mortgages and consumer loans. In terms of market risk, 

his motive technique was mostly accommodative.

In terms of legal risk, however, Arnold had much criticism for the 

regulatory process, in part because his bank had received a "Needs to Improve" 

rating shortly after he began his position as CEO. In response to this earlier rating, 

Arnold had made the changes recommended by federal regulators, and was re

evaluated as "Satisfactory" during a subsequent CRA review. His goal was to gain 

an "Outstanding" rating in his next review, but he spoke at length about his 

frustrations with the uniformity and lack of discretion in the regulatory enforcement 

process.

Patrick Thompson

Patrick Thompson, President of Adams National Bank, spoke of his bank's 

mission as closely tied to the community's agenda, and his community has 

witnessed an enormous outflight of homeowners in recent years. Thompson spoke 

about the fact that his community was now 90 percent rental housing and that 

community lending activity needed to involve multifamily projects and efforts to 

partner with nonprofit developers. He had a very accommodative view of market 

risk.

Like Sam Bryant, however, Thompson seemed unwilling to fully 

acknowledge the risks involved with regulatory compliance. He described the 

minimal, always nonexistent efforts his bank was making to documents its 

community outreach and community lending efforts, and he was particularly 

irritated that regulators tend to approach evaluations with a goal of finding problems 

rather than providing encouragement or support At the time of his interview, he
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had not yet been evaluated for the CRA, although he assumed his bank would 

receive an "Outstanding" rating when the time came.

Oliver Green

As compared to the other community bankers, Green was much more open 

about the heightened level of risk involved in community lending. He tended to 

complain about more than avoid the existence of a heightened level of risk, and in 

this regard his motive strategy shared some of the elements of the old school banker 

strategy described below. Interestingly, the neighborhood surrounding Green's 

Uptown State Bank has undergone a relatively recent demographic change in which 

African American and Asian American families have been settling in rental 

properties throughout the historically blue collar white ethnic community.

The distinction that seemed to tie Green more closely to the community 

banker strategy was his tendency to follow his complaining statements with 

accommodative statements about the use of risk management techniques. But 

Green was clearly struggling with his motive strategy. He was aware that the 

economic health o f his community was declining and he knew he had a 

responsibility to help strengthen his community, however, he also felt that the 

economic and social trends in his neighborhood were beyond his capacity to 

control. He consistently referred back to the declining rural region in which he had 

grown up, and he understood that he and Uptown State Bank had a responsibility 

not to abandon its neighborhoods, but he also felt overwhelmed by the enormity of 

the problems these neighborhoods faced.
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Discussion

In  terms of the substantive goals o f the CRA, providing credit in 

nontraditional communities, community bankers believed they had a far better 

capacity, due to their nature as small, independent banks and their inner city 

locations, than larger banking conglomerates. In terms o f the procedure of CRA, 

these officers sometimes complained but mosdy felt the rules did not apply to them 

and that i f  they continued to  do a good job in community lending, they were be 

evaluated positively by regulators. The implication of this motive strategy is that 

community bankers felt justified that what they do, and what they have always 

done, is in  the spirit o f the CRA, and they clearly interpreted that spirit as inclusive 

o f borrowers from communities of color or non-middle class communities.

Because they operate in racially and economically diverse settings, these 

inner city community bankers had little room to maneuver with their motive 

strategies. The pressures o f  location and CRA regulatory rules given them little 

choice but to present themselves as concerned members o f their communities. 

Although one's social psychological context does not directly determine behavior, it 

was clear from my interviews with these officers that their strategies for self 

justification created, and were created by, a need to be responsive to the credit 

needs of their communities. In reflecting on the motive techniques and strategies of 

these officers, I was reminded of the concern often expressed by community- 

oriented critics of the merger process that is making small community banks 

increasingly scarce (Taibi 1992; Bradford and Cincotta 1992). If in fact banks like 

Neighborhood State, Vista National, Adams National, and Uptown State, are in 

danger of being bought by larger conglomerates, there is a clear concern that their
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capacity to accommodate non-traditional loan applicants may be replaced by less 

flexible and more standardized forms of underwriting. This concern is discussed 

more thoroughly in the discussion of the CRA Product Specialist motive strategy 

below.

The Old School B anker Motive Strategy

The old school banker motive strategy most typically combined avoidance 

and complaint about both market risk and legal risk. Very little accommodation, if 

any, was made with either community or regulatory values regarding place or rules. 

The old school mindset was one in which the traditional logic of the banking 

industry was held out as the only legitimate approach to community lending and 

CRA compliance. Statements made by old school bankers sounded almost 

stereotypical at times, with the basic message that the industry does best when 

unfettered and uncontrolled by big government intervention.

When old school bankers gravitated towards vocabularies o f avoidance, 

they were able to effectively ward off any perception of institutional contradiction. 

They avoided the need to complain. As compared to the community bankers 

described above, however, these officers did not follow up their avoidance of 

market risk with statements about their extra efforts to provide credit to borrowers 

in nontraditional communities because they did not acknowledge the category of 

"nontraditional" in the first place. For most of these officers, the traditional loan 

programs their bank had always used to benefit low- and moderate-income 

borrowers were all that was needed in order to comply with CRA. Interestingly, 

one of these banks, Independence State, received an Outstanding rating for its CRA 

performance, suggesting that the distinctions drawn here between motive strategies
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do not necessarily correlate with what regulators examine when they conduct CRA 

audits.

Within the old school banker strategy there was some variation in the degree 

to which officers complained about regulatory procedure. Some of the officers 

made global statements that were critical of regulation and marketplace intervention 

while others complained at length about the specific regulatory requirements of the 

CRA. This distinction between old school banker motive strategies may have 

important implications for the justification of legal or political actions to eliminate 

the CRA or radically restrict its applicability.

Four of the officers interviewed: Martin Trimble, Roger Delafield, David 

Peterson, and John Perkins, used motive strategies that shared the core elements of 

the old school banker strategy. While these officers were from a mixture of bank 

types, they shared backgrounds in business or banking and none of these banks 

served communities as racially diverse as the communities served by the community 

bankers identified above.

Martin Trimble

Martin Trimble, like Oliver Green (described above as leaning more towards 

a community banker motive strategy) was president of a bank that served 

historically white ethnic blue collar neighborhoods that had recently begun to 

diversify in terms of race and class. While Green offered many accommodating 

statements about market risk, Trimble’s tendency was very avoidant. Because both 

of these two officers operate in changing inner city communities, their motive 

strategies were particularly interesting because they may represent a transitional 

phase in which old school motive strategies are gradually altered towards a
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community banker motive strategy and the particular difficulties of providing credit 

to historically underserved groups are more openly acknowledged and addressed.

Trimble's avoidance techniques regarding market risk were so strong that he 

was unwilling to admit to any distinction between CRA-oriented lending and the 

everyday lending operations of his bank. Furthermore, he refused to acknowledge 

the existence of any organized representation of interests in low income 

communities or communities of color, emphasizing instead that his bank lent to any 

individual that is qualified, regardless of his or her race or class. His denial of the 

relevance of the CRA or the idea of community lending to anything he or 

Independence State Bank did was so complete that he was even rude to me during 

the interview process, comparing me to the other "professor" types that draft 

regulations without any understanding of what bankers really do.

Trimble was also emphatic in his avoidance of the need to accommodate the 

regulatory logic of the CRA. He felt government regulatory efforts were basically 

an employment program for government bureaucrats. He did not go into detail 

about specific complaints regarding regulatory enforcement because in his belief, 

the whole process was ridiculous. Since Independent State Bank had received an 

Outstanding rating for its CRA performance, I found myself wondering if his lack 

of specific complaints about regulatory enforcement would have been different had 

his bank received a less favorable review.

John Perkins

Perkins was a "banking blood" president of a community bank in a 

borderline suburban/rural town on the outskirts of the metropolitan area. His 

community was somewhat stagnant economically and Perkins described his
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frustrations resulting from a negative CRA evaluation that focused on his 

investment in auto loans from outside his community. In addition to his complaints 

about regulatory subjectivity, however, Perkins described himself as a traditional 

lender who was unwilling to take on too much market risk. Furthermore, he spoke 

critically about another bank in his town that was playing "fast and loose" with 

loans and had received an Outstanding rating for their CRA performance. This 

"fast and loose" bank had also been steadily pulling from Bridgetown National 

Bank's m arket share, but Perkins felt they would eventually "take a fall."

At times, Perkins described somewhat accommodative efforts to work with 

local government agencies to increase credit access for nontraditional borrowers. 

For example, he described his efforts to put together a consortium of local banks to 

do small business lending in Bridgetown. Most o f his statements, however, were 

complaints about regulatory subjectivity and the fact that the CRA should simply 

not apply to small community banks like Bridgetown National. As Perkins noted, 

the real problem in this country is the concentration of financial assets resulting 

from bank mergers. He felt that the federal government, rather than impose 

"goofy" procedural rules on small community banks, should be actively trying to 

save them.

R oger Delafield

It was clear from the beginning o f the interview process that Delafield and 

Suburban Savings took a very traditional view of community lending. Delafield's 

position was that of Assistant Vice President for Secondary Marketing. In his 

position, he was responsible for the pricing, origination, and resale of the 

mortgages originated at the bank. His appointment as CRO was tied to his
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secondary marketing function directly because it was through the secondary market 

that Suburban Savings was able to offer flexible mortgages that were still eligible 

for sale. Delafield and his bank took a very traditional stance on community 

lending by essentially refusing to take on any risks that could not be managed 

conveniently with outside sources.

Delafield completely avoided discussion of specific communities or 

community organizations, whether geographically-based or ethnicity-based, 

preferring to talk about CRA as if it had only to do with lending to low- and 

moderate-income individuals. Suburban Savings was a primarily suburban thrift, 

and most of the bank's branches were in relatively affluent, white-collar suburban 

areas. When Delafield did discuss lending to low- and moderate-income 

individuals he again denied any increased risk involved, since his bank only made 

loans to those who would quality for a specific secondary market program. The 

extent of his traditionalism came through when at one point of the interview he 

mentioned to me that his bank's underwriters would prefer to "underwrite blind," 

not knowing the racial background of a loan applicant, basing decisions solely on 

economic criteria.

Delafield also had complaints about the quality of the housing stock in low- 

income neighborhoods. Interestingly, when I asked him if he believed the problem 

of redlining still exists, he confidently replied that it did not. But he went on to 

explain to me how the real problem is the deferred maintenance of housing stock 

and the high levels of rental occupancy in inner city communities. These are the 

characteristics that make lending in certain communities impossible. And because 

his bank did not engage in the substantial rehabilitation or multifamily housing
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lending that would be needed in these communities, this wasn't something that 

Suburban Savings could successfully address.

David Peterson

Peterson had the disadvantage, from a CRA standpoint, of working in a 

boutique-style bank whose market niche was mostly wealthy professionals and 

professional associations. He was quite open during the interview process about 

his belief that the CRA was forcing bankers to make bad loans and that programs 

created by government agencies to manage risk were too cumbersome for a small 

bank. Among the more interesting indications of his "old school" type attitudes 

was his statement that Mahogany Bank was making the same effort to attract the 

average guy on the street as it was to attract the professionals in downtown office 

towers. I found this statement particularly hard to believe since Mahogany Bank 

was literally tucked away in a first-floor comer of a downtown office building, with 

little signage and with a distinctively corporate feel. In fact, when I walked in 

Mahogany Bank, I wasn't even sure I was in a bank because there wasn't the 

typical line of tellers. Instead, there was a waiting area and individual loan offices 

with doors.

Discussion

The old school banker motive strategy was used to convey the relative lack 

of importance these officers felt the CRA should have in their professional lives.

For these bankers, the CRA was irrelevant either because it regulated behavior that 

they felt was their second nature, pushed them to take on unnecessary credit risks, 

or forced them to spend too much time with pointless regulatory procedures.

Largely as a result of orientation to place, none of these bankers were confronted
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with the degree of nontraditional, non-white, non-middle class borrowers and 

communities that their counterpart community bankers faced on a daily basis.

In most of the old school banker strategies, CROs were able to reduce the 

intensity of their complaints through techniques of avoidance, suggesting that while 

the CRA might irritate them somewhat, deep down they felt secure that it really 

wasn’t intended for them. However, a few of the officers placed their primary 

emphasis on techniques of complaint, suggesting an interest in pursuing legal or 

political remedies to remove or remedy the regulatory structure of the CRA. John 

Perkins, for example, had begun to take action against the OCC's evaluation of his 

bank. Old school banker motive strategies appear better suited than the other 

motive strategies to justify the transformation of complaint into claims-making 

activity.

This transformation process of complaint in a regulatory context may 

parallel the process of legal dispute transformation described as "naming, blaming, 

and claiming" (Felstiner, Abel, and Sarat: 1980-81). Felstiner et al describe how 

legal disputes begin their evolution when the disputant perceives than he or she has 

been injured. Most of the CROs in this study described their encounters with 

regulators and community organizations as injurious experiences. But officers 

using the Community Banker, CRA Advocate, and CRA Product Specialist motive 

strategies consistently followed up their descriptions of injurious experiences with 

techniques of avoidance, accommodation, or cooption to manage the contradiction. 

When old school CROs such as John Perkins begin to dwell on techniques of 

complaint, the stage is set for a transformation of injurious experiences into claims- 

making activities, either to remedy a particular injury resulting from the regulatory
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process, or ultimately to remedy the situation legislatively through amendments to 

the CRA.

On a national scale, in fact, movements to limit the CRA have been led by 

associations of Independent Bankers, who are most caught in a bind relative to 

CRA. Independent banks often cannot afford to hire supplementary personnel to 

manage aspects of CRA compliance such as record keeping and geographic coding 

of loans. Furthermore, independent banks usually consider themselves to be well 

integrated into the life of the communities in which they are located. Several bills to 

exempt banks and savings and loans with assets of $100 or $150 million have been 

introduced in Congress in recent years, and most of these proposals have been 

initiated by small bank lobbying organizations such as Independent Bankers 

Association of America (Overby 1995).

As a vestige of a rapidly disappearing traditional community-oriented bank 

ideology within the industry, it is not surprising that officers sharing these 

orientations have much to complain about But the officers using the old school 

banker strategy appear to be clinging to traditional notions of underwriting as well, 

and these notions tend not to be inclusive of the qualifications of non-traditional, 

borrowers in low- and moderate-income communities or communities of color. To 

the degree that these officers are able to continue operating outside of the 

framework of these communities, they will be able to continue avoiding the market 

contradiction as well.

The CRA Advocate Motive Strategy

The CRA Advocate and CRA Product Specialist motive strategies both 

combined techniques of complaint with techniques of accommodation. Differences
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between these strategies had more to do with the more cooptive aspects of types of 

the techniques used by CRA Product Specialists. CRA Advocates were most often 

officers in compliance roles in commercial banks that relied on external subsidies to 

accommodate nontraditional credit applicants. These officers tended to see 

themselves as CRA advocates within their banks, trying to convince loan officers to 

use government subsidies, discretion, or both of these accommodative techniques 

to incorporate community lending into their everyday practices. CRA Product 

Specialists, described in more detail below, were most often officers in specialized 

CRA roles in large banks and savings and loans that created CRA-oriented 

programs as a means of coopting market and legal risk.

Four of the CROs interviewed used the CRA Advocate motive strategy.

One of these officers, Ingrid Bums, worked in a large bank that had not yet 

developed specialized CRA programs, probably because the bank specialized in 

business loans, but made extensive use of government guarantee and subsidy 

programs. Three of the officers, Sandy Potter, Heather Diggs, and Belinda King, 

worked at small or medium sized commercial banks. All of these officers described 

their efforts to advocate within their banks for CRA compliance, speaking in 

particular about the difficulties involved in trying to encourage lenders to make 

nontraditional loans and also about the importance of discretion in making 

community lending succeed, even if this was not what federal regulators openly 

requested them to do.

Ingrid Bums

As a CRO in charge of all of the compliance functions of a large commercial 

bank, Bums was familiar with the difficulties o f regulatory procedures. She
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mentioned that she had learned to be bilingual, having achieved mastery of both 

English and "legalese" as a result of her compliance officer activity. Bum s was not 

hesitant to complain about CRA regulatory procedures, but she complained very 

little about market risk, suggesting that many special programs were available to 

subsidize the increased risk. On occasion, she even suggested that Affiliated Bank 

would offer a concessionary low interest rate to a community group that requested 

it. For the most part, however, Bum s felt that use of external subsidies was the 

most effective technique of accommodation available to her bank's lenders, and she 

described the importance of "doing her homework" about the availability and rules 

o f guarantee programs.

Bums, who had been a lender before moving into her compliance position, 

believed there were differences in the banking industiy between older bankers and 

the younger generation. When asked about the existence of credit discrimination, 

she suggested that most of the times she had mn into the problem were w ith older 

bankers who were no longer in banking. The younger officers, she felt, were 

much less likely to discriminate and were more willing to use subsidy programs to 

make a nontraditional loan. Interestingly, Bums learned towards avoidance in her 

discussions of market risk.

Although Bums worked for a large bank with a regional/homogenous 

orientation to place, Affiliated Bank did not make mortgage loans, using a  separate 

mortgage company owned by the same holding company to handle all o f the 

mortgage lending. This meant that the mortgage company did not have to comply 

with the CRA. It also meant there Bums and Affiliated Bank did not need to set up 

the typical CRA mortgage program that all o f the other large banks in this study had 

created. This limited Bums' choice of motive strategy tremendously because it
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meant that she had to rely on personal relationships and communications with loan 

officers to ensure they were complying with the CRA. She could not offer these 

officers pre-packaged approaches like her other counterparts in large banks and 

savings and loans.

Sandy Potter

Potter spoke at length about her difficulties convincing the management and 

loan officers of Commerce Bank that lending to nontraditional borrowers was not 

inherently risky. She described for me her commitment to encouraging the use of 

nontraditional credit criteria in loan applications. At one point she even suggested 

that banks could relax credit standards in certain situations if the loan officer first 

investigated why the applicant might have a poor credit record. She felt that certain 

life circumstances, such as health problems, were often acute problems for 

applicants that should not permanently ruin the applicant's credit chances. She 

advocated use of discretion in her bank, but still felt that management was 

"struggling" with these ideas.

Potter spoke particularly clearly about the compliance officer's dilemma of 

constantly reminding loan officers about their regulatoiy responsibilities. She felt 

her job was to present regulatory rules to officers in a manner that would keep then 

from getting too frustrated, and she relied on her abilities to build close 

relationships with loan officers. She believed relationship building was important 

less because of her need to be liked than because she felt that without the close 

relationships the loan officers would become suspicious that she was trying to make 

them do something unnecessary. Furthermore, she felt that through building 

relationships with loan officers, she could better encourage them to be excited about
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contacts with neighborhood groups and development of community lending

proposals.

Like the other officers and banks that used the CRA Advocate motive 

strategy, Commerce Bank specialized in business loans rather than mortgage loans. 

Potter felt the fact that her bank's "business was mainly business" made CRA 

compliance even more difficult, because there were fewer available government 

programs to subsidize or manage credit risk. She also felt the business orientation 

o f her bank made it less approachable to nontraditional borrowers who would likely 

be intimidated by the lack o f small community branches.

Heather Diggs
Like Sandy Potter, Heather Diggs spoke about the difficulties she had 

experienced trying to get a sense of buy-in among loan officers and management 

regarding lending to nontraditional borrowers. Downtown State Bank was a small, 

boutique style bank that lent primarily to small businesses and professionals, but 

had a much more active and visible retail banking operation than Mahogany Bank, 

the other boutique-style bank in this study. Diggs felt it was a "hard sell" to get 

lenders excited about C R A  The commercial lenders in particular had to be 

pressured or they would totally ignore it.

One of Diggs' greatest frustrations was the fact that the same three or four 

individuals within her bank were consistently the ones who brought in community 

development oriented loans. She would have preferred to distribute the 

responsibility for community development lending, perhaps by requiring each loan 

officer to build a relationship with a community organization. Unfortunately, she
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was frustrated by the bank management’s lack o f interest in making such a 

commitment

Diggs strategy was to encourage lenders to identify community 

organizations and loan ideas when possible. She mentioned that Downtown State 

had relaxed its credit standards on a  case by case basis when the merits o f  making a 

community oriented loan seemed to outweigh the risks. She was also enthusiastic 

about the role o f Third National Bank, a  "sister" institution owned by the same 

holding company, in encouraging an increased commitment to community lending. 

Third National had recently hired a new President and a new CRO (Susan 

Munsterman) and had created several new CRA-oriented products. For Diggs, this 

was a relief because she knew that if  Downtown State could not help a particular 

applicant, such as a lower-income mortgage applicant, she could refer the applicant 

to Third National and they would very likely get the assistance they needed.

Belinda King

O f the four CROs using the CRA Advocate motive strategy, Belinda King 

stood out as the only officer than did not describe her problems trying to convince 

loan officers to make community loans. She also felt in recent years, federal 

regulators were increasingly fair in their approach to CRA regulation, emphasizing 

actual lending outcomes rather than procedural minutia. And King and Hillside 

Bank were proud of their lending outcomes. As a  business-oriented bank, Hillside 

had participated in a micro-enterprise loan consortium, providing very small loans 

to beginning entrepreneurs, in cooperation with a network of community 

development corporations active in Cold Spring.
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Part o f King's approach to working with loan officers, as well as 

management, was to encourage them to incorporate consideration of community 

goals into their risk analysis of loans. While she agreed that some nontraditional 

community loans are more risky than standard business loans, she felt her bank 

was willing to make loans that are good for a community.

King cited several specific local and federal small business subsidy 

programs in which Hillside Bank was an active participant She was particularly 

proud of the fact that Hillside Bank made nearly two thirds of the loans that were 

part o f a local government subsidized small business loan program. She mentioned 

that large banks such as Multistate and Finance Bank provided the other one third of 

these loans, and that in general the large banks were unskilled and unwilling to 

make the smallest business loans that were probably the most important for 

community economic development purposes.

Discussion

The CRA advocate motive strategy emerged particularly in the vocabularies 

of CROs charged with general compliance responsibilities in commercial banks that 

did not engage in mortgage lending. These were officers, with both business and 

non-business backgrounds, whose jobs required them to negotiate regulatory and 

industry meanings and to communicate effectively with personnel both within their 

banks and within regulatory agencies. CRA compliance added a new level of 

complexity to their positions by forcing them to negotiate non-market, community 

values of place. It seems endemic to this role that these officers act as cultural 

"translators" trying to communicate regulatoiy meanings in a manner that is 

palatable to loan officers.
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What differentiated these officers' motive strategies from those of the CRA 

Product Specialists described below was the lack of "product "infrastructure tied to 

their positions. CRA Advocates had no specific CRA-oriented products to market, 

and had to rely on external sources of subsidy, such as local government small 

business support or federal Small Business Administration programs. They were 

not given extra resources to go after an Outstanding rating or otherwise create a 

high profile CRA "program." Instead, they had to rely on building trust and 

personal relationships with officers and management within their banks, and with 

representatives o f community organizations and government subsidy programs 

outside their banks.

In many ways, this is a greater challenge, but perhaps a challenge that is 

more likely to lead to sustainable change. It may be that throwing money into CRA 

programs is not a sustainable way of proceeding. If in fact, these programs dry up 

as soon as things get difficult for the industry (or as soon as interest rates climb), 

then the only real community lending that will happen might be that based on these 

sustained relationships.

T he CRA P roduct Specialist Motive Strategy

The CRA Product Specialist motive strategy, a strategy in which techniques 

o f complaint were combined with techniques of accommodation and cooption, was 

predominant among CROs in large banks and savings and loans. These officers 

had specialized roles in which they were given the time and financial resources to 

develop specialized loan products to improve CRA compliance, or CRA 

"performance" as some of then preferred to call it. Perhaps the greatest 

distinguishing factor in the motive strategies of CRA product specialists and the
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CRA Advocates described above was the absence o f discretion as an 

accommodative strategy. Tnese officers did not feei the need to describe incidents 

of community-oriented lending when discretion or rule bending was used as a 

strategy. Instead, they spoke with pride about the relaxed underwriting standards 

built into their affordable loan programs.

These officers all viewed community reinvestment as their primary 

responsibility, as compared to the CROs using the other three motive strategies that 

were responsible for many activities other than CRA-related work. As Edelman et 

al (1991) suggest for the case of affirmative action compliance, organizations often 

create structures such as specialized officer positions or rules as visible symbols of 

compliance with regulatory or legislative intent. Not only were these officers in 

specialized positions, but their banks had developed specific products they 

described as "CRA products." Most often, CRA products were affordable 

mortgage programs in which the bank subsidized the loan process through financial 

support of loan counseling programs, through grants or low-interest loans to assist 

borrowers with downpayments, or through procedural changes to allow loans to be 

kept in the bank's loan portfolio rather than sold in the secondary m arket

While these officers shared similar job descriptions and had access to 

internal sources of subsidy, their motive strategies varied somewhat based on the 

degree to which they also described use of external subsidies. Susan Munsterman, 

for example, spent much more time describing interesting efforts to work with 

government agencies than either Ornette Smith or Rhonda Cole. These differences 

in accommodative styles may be a function of bank size, with officers in the largest 

banks (Smith and Cole represented the two largest banks in the region) relying 

more completely on internal sources of subsidy.
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Susan Munsterman

Munsterman's bank, Third National, had been through a dramatic upheaval 

and change in management during recent years, and she spoke positively about the 

new president's orientation toward community lending. In response to the new 

orientation, Third National had set up an affordable mortgage program and other 

products targeted to low- and moderate-income borrowers.

She also spoke at length about risk management using external sources, 

such as bank consortia and government agencies, and was particularly enthusiastic 

about efforts to create a housing rehabilitation loan program that would create credit 

opportunities in the inner city neighborhoods with the most decrepit housing stock. 

Susan saw herself as an advocate within her bank, and she did not focus her 

accommodative vocabularies solely on the bank's internal risk management efforts. 

In fact, she was quick to point out that Third National Bank was a substantially 

smaller organization than its downtown neighbors, Central National and Multistate.

Adam Carlson

Carlson spoke with pride about his bank's CRA-oriented products, which 

included a mortgage loan program that incorporated loan counseling. He also 

described Finance Bank's decision to hire a salaried loan officer to work with low 

income mortgage applicants. Like Munsterman, however, he was also spoke at 

length his bank's reliance on external sources of subsidy and support. He 

identified himself as a sort of cultural broker both within his bank and in the 

community:

We end up doing alot of translating both inside and outside. I mean 
you have to maintain your credibility within the organization, so
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you're not this flake, who's like, who wants to make bad loans, 
who wants to bum money. You have to establish your credibility 
within the organization. On the other hand, you have to be able to 
go outside in the community, still not denying that you're 
representing a bank and a bank's interest, but also being able to 
communicate with the organizations, and find some centra! point 
where we both want the same thing. So I think you're always 
translating both directions, telling the bank what the community is, 
telling the community the bank is, and making it up as you go along.

At times Carlson sounded more like a CRA Advocate, relying on personal

contact and relationship building as much or more than delivery of pre-packaged

products to residents of low- and moderate-income communities. The cooptive

aspects of his motive strategy had more to do with legal risk. Carlson felt strongly

that in his position at Finance Bank he was quite able to educate regulatory

personnel about his bank's CRA efforts. As demonstrated by his discussion of

efforts to write a CRA statement for a new "boutique-style" bank, he seemed

confident that industry officers, such as himself, could successfully influence how

regulators under the CRA

Freda Cantrill

Cantrill worked for a large bank, in this case a savings and loan, that had 

branches scattered throughout the metropolitan area, but primarily in middle- and 

upper-income, mostly white areas. As compared to the other CRA Product 

Specialists, she did not talk with much detail about the specific CRA-oriented 

mortgage programs developed by her bank, and her bank was not involved with 

subsidizing community organizations such as ACORN to provide loan counseling 

services to loan applicants. She did mention that Hometown Federal Savings had 

developed a portfolio loan product to enable to bank to make some mortgage loans 

that did not meet secondary market criteria. She was particularly proud of the way
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this loan product enabled underwriters to consider alternative sources of income, 

such as child support, as a means of qualifying for a mortgage. She also described 

her efforts to encourage management to set up a special program to pay salaries to 

loan officers who work on mortgages in low- or moderate-income inner city 

neighborhoods, though she hadn't heard at the time of the interview whether than 

would be approved.

If was difficult to categorize Cantrill. She was clearly enthusiastic about her 

role as Community Reinvestment Officer, but based on what she told me about 

Hometown Federal Savings, as well as what I've gathered from industry reports, 

the thrift takes a very traditional approach to mortgage lending, much like the 

approach taken by Roger Delafield’s Suburban Savings. It seemed Cantrill was 

trying in her role to push Hometown to become a less traditional and more 

progressive in the way that the other large banks in this study have made 

commitments to specific CRA programs. This task may be difficult for Cantrill, 

however, because Hometown tends to operate in suburban and small town contexts 

that lack the concentration of low- and moderate-income people needed for CRA- 

oriented lending products.

Ornette Smith

Smith was very proud of her bank's substantial commitment to community 

lending and its outstanding CRA rating. According to Smith, Multistate’s 

community home buyers program was the largest low and moderate income 

mortgage product offered in the region, including federal government programs. 

This program was started by Multistate as a result of a community needs 

assessment process that sidestepped existing community organizations such as
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ACORN and C U A  While the other large banks contracted with groups like 

ACORN for loan counseling, Multistate provided pre-purchase counseling in- 

house. Smith felt this process was justified because ACORN was a nebulous 

group of activists that did not have legitimacy in the communities they claimed to 

serve.

Smith also spent much of her interview complaining about the procedural 

requirements of the law. She felt frustrated that she had to devote so much of her 

energy to documenting Multistate's CRA efforts when her time could be better 

spent developing new products to serve the credit needs of nontraditional 

borrowers. She also mentioned that Cold Spring did not have the same credit 

discrimination problems of other cities such as Atlanta or Boston, where most of 

the famous studies of credit discrimination had been conducted.

Ecank. Hanis

Harris, CRO for Regional Federal Savings, was a big complainer about the 

procedural requirements of the CRA, suggesting more than once than the law was a 

bunch o f "Mickey Mouse" hoops for banks to jump through. He also felt the CRA 

was being consumed by federal regulators and community groups as a substitution 

for federal sponsored housing subsidy programs, and he strongly believed 

government involvement was needed to subsidize housing for low income people. 

If his motive strategy had been solely based on his vocabularies of procedural risk, 

he would have sounded like any of the old school bankers described above. But 

Harris and Regional Federal had created large and well known community lending 

programs, and his bank had gained a reputation for being among the most 

accessible retail banking operations for low- and moderate-income people.
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The traditional logic for savings and loans in particular is to make mortgage 

loans that can be readily packaged and sold on the secondary m arket Harris spoke 

often about the desirability of this process because o f the increased liquidity it 

provides for the bank, and he spoke with frustration about the time and cost needed 

to work with nontraditional loans that do not readily meet secondary market 

underwriting standards. Despite these complaints, Regional Federal had a full 

range of CRA products, including ongoing contracts with ACORN and CUA for 

loan counseling and a mortgage program in which loans were kept within the 

bank's loan portfolio.

RhflP-da£gle

Rhonda Cole's interview style was notable because of her polished 

professionalism and lack o f willingness to complain about either procedural or 

substantive risk. After both o f my interviews with her, I felt as if  I had visited a 

highly skilled spin doctor who had a clear crisp response to every question and 

never seemed to struggle with issues that many other CROs more openly struggled 

with. Part of Cole's polished presentation may have had to do with her training in 

public administration. She had a very political background, as did Frank Harris, 

but Harris felt no hesitation to express his frustrations about CRA regulatory 

procedure.

Cole and Central National had a long history of community involvement, 

perhaps longer than any of the other large banks in the region. However, Central 

National had gone through a period of financial instability and a change in 

management during the early 1980s that damaged the bank's reputation as a 

community-oriented lender. Cole described how in recent years the bank had
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reassembled a successful CRA program, using its "corporate giving" program to 

support counseling, downpayment and closing cost assistance, and general 

operating support and technical assistance for nonprofit organizations.

Cole also spoke somewhat matter of factly about Central National's 

portfolio mortgage loan product designed to try to help people underserved by the 

secondary market. Rhonda Cole's motive strategy was quite accommodative, but 

in some ways she tried to give off an impression that community reinvestment was 

something her bank would have done regardless of federal regulations. It was a 

"performance" issue not a "compliance" issue. She felt the CRA had encouraged 

banks to be more aware of the full spectrum o f borrowers in their communities, but 

she stated that "it's not appropriate to expect that banks are going to solve 100 

percent of the problem."

Discussion

When Community Reinvestment Officers leaned towards the CRA Product 

Specialist motive strategy, they were able to smooth over any contradictions 

inherent to community lending or CRA compliance. Through cooptive 

vocabularies, they were able to communicate a  greater sense of safety and control 

for the bank because the integrity of its institutional logic was not threatened. But 

this m ay very well be a new type of integrity, a  new definition that is more inclusive 

of extra-institutional logics. With this style of accommodation, CROs are able to 

internalize or "privatize" risk in ways that the other CROs and motive strategies are 

not. This makes compliance for these larger banks a substantially different process 

than compliance for smaller banks that must rely on external forms of subsidy or 

discretion in their efforts to accommodate substantive meanings of the law.
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In terms of regulatory enforcement, the tendency of large banks to self- 

subsidize in their efforts to comply with the CRA is reminiscent of bias favoring 

large corporations in other forms of regulatory compliance. Yeager (1987) shows 

how bias is structurally "built into" apparently neutral regulatory organizations. In 

the case of industrial violations of the Clean Water Act, he found that regulatory 

policies placed a disproportionate burden on small companies because they are less 

able to absorb or pass on regulatory costs in competitive economic environments 

(Yeager 1987:333). This occurred for both direct and indirect reasons: directly 

because larger companies enjoy regulatory "economies of scale" because they are 

able to "amortize compliance costs over larger volumes of production" (Yeager 

1987:340); indirectly because regulatory agencies gain an assumption that larger 

firms are more responsive and cooperative, largely because they are able to devote 

more personnel time to compliance concerns and have more legal clout to challenge 

a citation, and therefore are less willing to cite larger companies for violations. This 

process leads to a state regulatory bias that strengthens the economic position of the 

monopoly sector at the expense of competitive sector enterprises (Yeager 1987:340- 

1).

Beliefs about risk among the bankers interviewed suggest that scale enables 

larger banks to privatize risk by subsidizing their own compliance programs. Small 

and medium sized banks, on the other hand, must either take advantage of public 

forms of risk management or "swallow" the risk through a redefinition of their 

lending criteria. Reichman (1992) offered an important insight on the advantages of 

privatized risk management strategies when she found how large "repeat-player" 

securities firms take advantage of their own risk management schemes, which then 

undermines the ability of regulatory agencies to effectively control them:
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Regulatory bias occurs, then, not through cooptation, capture, or 
explicit corruption of regulatory agents, but through the mobilization 
of privatized forms of risk management that interact with the 
regulated environment in ways that undermine the regulatory 
program for those who depend on it most (Reichman 1991:5,6).

Through use of privatized risk management, self subsidy in the case of

banking, large banks alter the meaning of compliance with the Community

Reinvestment Act From the perspective of a community group, this may not

appear to be a problem. After all, these privatized forms of risk management are

often what community groups originally requested. However, the fact that large

banks essentially subsidize their own lending programs must be understood within

the current favorable banking climate. It may not be long before banks must again

face the reality of higher interest rates on deposits, a smaller spread, and smaller

profits. It would not surprise me, or many of the CROs interviewed, if subsidies

for community lending efforts were severely diminished as a result of such a

change in climate.

Furthermore, as the largest banks control their own CRA performance, less 

and less public attention is focused on public sector’s role in the control of risk, or 

in improving the public sector's ability to provide mechanisms that would 

encourage community lending. Government guarantee and insurance programs are 

usually the only mechanisms that small or intermediate size banks can use to 

successfully lend in low-income communities. Because privatized risk management 

diverts away from these types of programs, insufficient public pressure is produced 

to support innovative approaches, often established in the non-profit sector, to 

improve credit access in economically distressed communities.
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XI. Conclusion

In this study of ideological work, I have shown how Community 

Reinvestment Officers work through the dilemma of contradictory institutional 

logics, using motive techniques in which they either complain about, avoid, 

accommodate, or coopt the market/substantive and legal/procedural risk associated 

with these contradictions. On a personal level, these vocabularies and motive 

strategies enable these officers to maintain a consistent and seamless logic in a 

highly inconsistent, conflicted position. On a social structural level, these 

vocabularies and motive strategies are influenced by the arrangement of specific 

variables built into the social structure of the CRO role.

But the study of ideological work is interesting not only because of its 

meaning for the individuals or because of its contextual influences, but also because 

of the ideological implications of this social psychological process for society. To 

this point, I have analyzed a one way process in which institutional contradiction 

and structural context influence micro-level production of ideological work. In this 

concluding chapter, I move in the other direction, using insights from critical and 

conflict traditions to describe the ideological underpinnings of this study of CRA 

compliance and to suggest the implications of this research for: 1) academics and 

community organizations interested in how CRA compliance evidences a new 

pattern of the "actuarialization" of race and community; 2) those within the banking 

industry who may believe that the creation of specialized CRA offices and positions 

is key for successful reinvestment efforts; and 3) for regulators confronted with 

increasingly actuarial notions of race and community within the banking industry.
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Before moving into these concluding remarks, more description of my own 

conceptualization of ideology is necessary. I believe that individuals such as CROs 

actively construct the social world around them through interaction. However, 

following a tradition of authors who seek to understand the relationship between 

culture and interests that extends back to Weber's distinction between class and 

status (Berger 1995, Bourdieu 1977, W eber 1956), I believe that interaction is both 

embedded in and creative of inequities that transcend time and place. Ideologies, as 

a form of learned cultural belief, function to sustain societal structures on inequality 

but cannot be mechanistically reduced to interests precisely because cultural or 

ideological beliefs tend to be more lasting than the interests or circumstances that 

produce them .1

Following Thompson (1984), I believe that that "to study ideology is to 

study the ways in which meaning (signification) serves to sustain relations of 

domination" (Thompson 1984:131). Thompson argues that ideology operates in 

three distinct ways: First, ideology sustains relations of domination by representing 

them as legitimate. From Weber, he demonstrates that every system of domination 

seeks to cultivate a belief in its legitimacy, based on rational, traditional, or 

charismatic grounds. Second, ideology operates by means of dissimulation. This 

means that relations of domination that serve some interests at the expense o f others 

may be cloaked or concealed by language or law. Third, ideology operates by

1 One of the fundamental challenges facing Marxist theorists has been concern over whether 
ideology as a belief system only sustained economic, class-based domination in advanced capitalist 
nations. Surely the use of the concept could be applied to other instititutional domains, as well as 
to pre-capitalist or non-capitalist societies. In response to this question, writers have become more 
Weberian in their analysis of domination as a multi-faceted political, cultural, and economic 
phenomenon. Correspondingly, ideology is viewed as tool for such domination. Even Geertz, an 
opponent of the interest-based conceptualization of ideology concurs that ideology is a justificatory 
set of beliefs -  "that part of culture which is actively concerned with the establishment and defense 
of patterns of belief and value" (Geertz 1973:231).
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reification, or by representing a historically produced state of affairs as if  it were 

natural, inevitable, or not located in time.

Thompson's conceptualization, because it still emphasizes the role of 

ideology in the reproduction of dominance, maintains a subtle interest-based slant. 

Under his definition, ideology still ends up serving the interests of dominant sectors 

in society. However, Thompson's analysis leaves room for a much more nuanced 

conceptualization o f "interests" than the work of earlier Marxist scholars. This is 

the conceptualization of ideology that I am most comfortable with for the analysis of 

CRO ideological work undertaken in this study.

The A ctuarialization of Race and Com m unity

The first set of ideological implications of this study stems from the 

continued reliance upon actuarial processes in credit risk determination, despite 

pressures from the CRA to the contrary. As defined by Simon (1988), actuarial 

practice refers to techniques that use statistics to represent the distribution of 

variables in a population. As a result of these practices, "individuals, once 

understood as moral or rational actors, are increasingly understood as locations in 

actuarial tables of variations." Actuarial practices in lending enable banks to 

develop cookie cutter approaches to lending, often rewarded by the national 

secondary market structure, in which loan applicants meeting a broad range of 

traditional criteria are viewed as sound credit risks, while those without traditional 

qualifications are denied credit

While the CRA does not define itself as a law that compels banks to step 

outside o f their tendency to use actuarial logic, the law does define the 

responsibility to acknowledge non-traditional credit qualifications, thus putting

217

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



pressure on banks to set limits on the application of actuarial practices in their 

lending efforts. This tendency of the CRA is in direct opposition to trends in the 

banking industry favoring increased concentration and economies of scale.

The deregulatory reforms of the 1980s permitted the increased concentration 

of bank assets in the hands of fewer and larger organizations. In 1977,22%  of 

urban commercial banks had assets of less that $10 million (Canner and Smith 

1991). By 1990, such small community banks were only three percent of the total 

number of urban commercial banks (Taibi 1992). As Taibi suggests in a critique of 

bank reinvestment practices, large banks also have changed their business practices 

in favor of centralized credit decision making, making discretion less and less 

possible.

Because of the prevalence of mergers, the CRA Product Specialist strategy 

described above will undoubtedly gain popularity, but a danger exists that this form 

of motive may be becoming too easily adopted. The CRA Product Specialist 

motive strategy cloaks the actuarial logic of the banking industry in a subtle, 

ideological manner. The CRA Product Specialist strategy has the potential of 

diverting the attention of community organizations from the unchallenged actuarial 

assumptions that continue to go into the lending process, even in the cases o f CRA 

products targeted at low- or moderate-income people.

Community organizations, including relatively militant groups such as 

ACORN, have been increasingly willing to "partner" with large banks that make 

use of the CRA Product Specialist motive strategy. Among the banks in which I 

conducted interviews, three were currently contracting with ACORN for mortgage 

counseling services. While this process o f working with these larger banks may be 

the best alternative for community organizations, it is critical that these
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organizations maintain an understanding that large banks are often less capable or 

willing to accommodate the non-commodined definitions of place held by many 

community groups. Through programs such as mortgage counseling, especially 

when it is contracted out to a community organization, large banks further divorce 

themselves from the need to meet loan applicants with non-traditional credit 

backgrounds halfway. The bank assumes that the community organization will take 

the responsibility for either making the non-traditional applicant look more like a 

traditional credit risk or informing the non-traditional loan applicant that they are out 

of luck.

Furthermore, the notion of creating "special" credit products for low- to

moderate-income people bears striking resemblance to debates in the health

insurance industry about offering "special" health insurance products to people who

have different levels or classes of health risk. Historically, health insurance has

followed one type of actuarial logic, which Stone (1993) identifies at the solidarity

principle, in which the healthy essentially subsidize the unhealthy through shared

purchase of insurance. While this system has enormous limitations because not

everyone is covered by health insurance, it is at its core supportive of a form of

redistributive solidarity among those covered by the insurance. However insurance

firms, following market logic, have either sought "the best and most desirable

insureds" (Stone 1993:294) or used "medical underwriting" to create different

classes of medical risks, passing the increased cost associated with higher risk

along to the consumer. And as Stone argues for the case of medical insurance:

the underwriting criteria that insurers have found so necessary to 
preserve the fiscal soundness and actuarial fairness of their business 
dovetail precisely with those identities that have formed our major 
social cleavages: race, ethnicity, class, and more recently sexual 
orientation and disability (Stone 1993:314).
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This parallels what banks have historically done with credit. Given the 

option to lend to the best and most desirable credit risks, they have tended to take 

that option, leaving the less desirable credit risks, people with non-traditional 

income or collateral, often people of color or people living in racially diverse inner 

city neighborhoods, without access to cred it Now, however, banks are creating 

special mortgage and other loan programs for non-traditional borrowers. To the 

degree that community organizations are supportive of these specialized loan 

programs, they are supporting the reproduction of a logic that would segregate the 

market between the "traditionals" and the "not quite traditionals, "actuarializing both 

race and community, but would do nothing to address the historic patterns of 

uneven development that led to disinvestment in the first place. While credit may be 

more available to individuals who meet the underwriting criteria of designated CRA 

programs, the probability-based logic of lending will continue to ignore geographic 

and racial disparities in investment and the tendency o f capital to flee from the 

regions most in need of investment. As summarized by Stone, "the principle of 

actuarial fairness in all its institutional forms is a marvellously invisible way of 

creating and peipetuating a segregated society" (Stone 1993:314).

The segregation of the credit market into risk categories also has political 

implications that should be o f great concern to citizens o f disadvantaged 

communities. Actuarial practices in banking, even those involved with creation of 

specialized loan programs for low-income people, create aggregations of people 

who share nothing other than statistical profiles. The borrowers who "qualify" for 

a special mortgage program are not a community. They are an "aggregate" rather 

than a "status group" (Simon 1988) or a "class in themselves" rather than a "class 

for themselves" (Mara in Bottomore and Rubel 1964:187).
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Societies always use classification schemes to exercise power over people. 

But classification based on actuarial logic differ from other systems of classification 

based more clearly on moral standards because it robs the subject, whether the 

subject is an individual or a group, of an identity from which to base social action. 

Without an identity, there is no hope for political empowerment. As argued by 

Simon:

Older forms o f  exercising power through classification created status 
groups with a latent but powerful potential for effective political 
action . . .  [but] to the extent that group differences created by 
historical processes of domination are demoralized by actuarial 
representations (as they are for instance in insurance premium 
setting) in becomes more difficult for disadvantaged groups to 
generate political power (Simon 1988:792-4).

As banks grow, CRA will increasingly come into play during the merger

process, and community organizations will continue to offer a critical voice in this

process. But community organizations will need to remain wary o f the dangers of

falling prey to the attractive special programs offered by these banks as part of their

CRA compliance efforts because they may find their capacities as political actors

damanged in the process. As Simon concludes: "barricades are useless against a

power that operates in the abstract space of statistical tables" (Simon 1988:798).

Community Reinvestment Officers in large banks would never wish to

convert people into actuarial subjects, but unless increased efforts are made by

banks to use discretion or tailor specific loan opportunities to specific individuals or

community organizations, there is serious danger that CRA programs can weaken,

rather than strengthen, community organizing or development efforts.

221

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Office Creation, Ideology, and Institutional Change

The underlying spirit of the CRA is to overcome historic bias in lending and 

to provide more credit opportunity to people in communities that have traditionally 

been locked out of the economic mainstream, whether these be low-income 

geographic areas or communities of color. The law, like affirmative action laws, 

aims at patterns of institutionalized racism, trying to place the existence of non- 

traditional borrowers and their credit needs closer to the top of the banking 

industry's agenda. For even the least cynical of citizens, this is an overwhelming 

task given the dominance of market- and profit-driven logics in the banking 

industry. Moving beyond the actuarial approach to risk calculation requires a 

gradual institutionalization in the banking industry of alternative definitions of 

income and credit qualification.

In a classic article, Zucker (1991 [1977]) defines institutionalization as a 

process in which meanings become socially defined as real and are taken for 

granted. Acts are fully institutionalized when they have "ready made accounts" that 

define what is possible to think or do. Zucker suggests that "while these accounts 

are socially created, they function as objective rules because their social origin is 

ignored" (1991:85). In her experimental research, she identified three "settings" or 

contextual variables that cany with them differing levels of potential for production 

of these "ready made accounts." These variables were personal influence, 

organizational context, and office. Her argument was that the greater the influence 

of a regularized organizational context, the greater the potential for 

institutionalization of shared meanings. The occupant of an office has the most 

potential for consuming or producing durable meanings because "when an actor
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occupies an office, acts are seen as nonpersonal and as continuing over time, across 

different actors" (1991:86). Other contextual variables, such as those identified in 

this study (organizational size and location) have somewhat less capacity to 

influence the creation o f culture, while personal influence is least likely to produce 

stable meanings because too much of an interaction is dependent on the personal 

characteristics of the actors and the specific interactional context

Zucker's description of the varying institutionalizing effects of 

organizational contexts suggests that the institutionalization of CRA compliance- 

oriented behavior in the banking industry would be more complete and more 

successful if  banks were to create formal structures, such as CRA "offices" to 

implement community lending efforts. In fact, the CRA Product Specialist motive 

strategy is a production of occupants of specific CRA "offices" in the largest banks. 

The other motive strategies, however, are more influenced by organizational 

contexts than by creation of a specific office. The CRA Advocate motive strategy is 

the product o f compliance officers sharing similar organizational contexts because 

they share the compliance function. The Community Banker and Old School 

Banker motive strategies were mostly produced by executive officers with banking 

backgrounds. The primary difference between them appeared to have more to do 

with the bank's proximity to low-income communities or communities of color and 

the consequent immediacy of its need to adopt a less "vanilla" or traditional 

approach to lending.

A weakness of the literature on "institutionalization," largely due to its 

positivistic separation of structure and culture, is its emphasis on behavioral 

outcomes in the culture change process rather than on the cultural process itself. 

Recently Edelman and her colleagues (Edelman 1992; Edelman et al 1991) have
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challenged the notion that creation of an "office condition" leads to the greatest 

degree of institutional change. Edelman and her colleagues suggest in the case of 

affirmative action officers that office creation is often a hollow, symbolic act 

designed to gamer legitimacy and regulatory procedure without necessarily 

addressing regulatory substance. In fact, "office" may be successful at creating a 

culture of its own that varies from regulatory intent and the culture of the rest of the 

bank. While Edelman's findings may not contradict Zucker's notion that office 

creation can strengthen the process of institutionalization, the substance of that 

institutionalization is still problematic.

The CRA product specialist strategy is a successful adaptation of legitimate 

vocabularies to organizational positions and behaviors. But Edelman's research 

encourages the analysis of the symbolic or ideological aspects of this process. As 

described above, the largest banks have the ability to self-subsidize and then create 

motive strategies built on this capacity. They are able to side-step public sector 

efforts to minimize the risk of community lending, reducing the likelihood that the 

strengths and weaknesses of these public subsidy efforts will be carefully 

scrutinized. While these efforts may be providing useful loan products for 

community organizations now, in the very likely event of an economic downturn, 

they would quickly evaporate, and public efforts to support credit opportunity will 

be much weaker than needed.

But what of the other motive strategies? Are these strategies as seemingly 

ideological as the CRA Product Specialist strategy? In both the Community Banker 

strategy and the CRA Advocate strategy, accommodative vocabularies incorporated 

a certain degree of discretion. According to these officers (and here it should be 

kept in mind that I studied their motive techniques much more than their behavior)
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non-traditional applicants were not merely dismissed because they failed to meet 

programmatic criteria. These officers shared a willingness to bend the rules in 

favor of making an important community loan. Perhaps more significantly, these 

officers openly shared their understandings of the risk dilemmas they faced and 

their lack of ability to come up with any easy answers.

While these officers may not have specific offices with which to 

institutionalize these meanings, they do occupy organizational contexts in which the 

pressure to accommodate the regulatoiy and community meanings of the CRA are 

acute. Perhaps most importantly, these organizational contexts incorporate, rather 

than side-step, government agencies and community organizations that can work 

together to find subsidies for nontraditional loans. This constant interaction 

strengthens the likelihood that officers employing the CRA Advocate and 

Community Banker strategies will continue to support community lending activity 

into the future. The larger question at hand, however, is will these banks, 

particularly the small community banks in inner city neighborhoods, be around in 

the future? I found the survival tactics of three of the community banks quite 

interesting. Neighborhood State, Uptown State, and Hillside Bank had branched 

out into the suburbs or wealthier sections of the city, keeping their inner city offices 

going. To varying degrees, these banks were taking deposits from their suburban 

branches and investing them in the inner city through the loan officers in their inner 

city branches. One wonders to what degree these banks would have maintained 

their commitment to keeping these inner city branches open had the CRA not been a 

presence during their expansion activities.

As for the Old School Bankers strategy, once again, context matters. Most 

of these officers simply have not had to confront the difficulties and contradictions
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inherent in community lending. In some cases, techniques of avoidance have 

enabled them to do this, but in more cases, I believe, they operate in white, middle- 

class communities in which the meaning of community lending is much less of a 

challenge from traditional practice. For these officers, the substance of the CRA is 

not particularly problematic, because they can continue to serve the credit needs of 

their communities with traditional actuarial logic intact The procedure, however, is 

problematic, so it makes sense Old School bankers might support in lobbying 

activity aimed to exclude them from CRA regulation.

Community Bankers and CRA Advocates were less able to avoid the 

contradictions inherent in community lending. As a result, they had to struggle 

with these contradictions, and this may be the most important ingredient in the 

process of substantive institutional change. Old School Bankers and CRA Product 

Specialists seem to come from very different organizational contexts, but they seem 

to share a similar lack of capacity to incorporate community-oriented meanings of 

credit and risk. In the case of Old School bankers, this is largely due to the lack of 

diversity in the communities in which they operate. In the case of CRA Product 

Specialists, this is due to their size and ability to internalize alternative meanings of 

market and legal risk into procedures with which they have comfort and control.

R egulatory Policy and the A ctuarialization of Race and Comm unity

The CRA regulatory framework has had an interesting history. For years 

the law had little enforcement teeth and was generally ignored by the banking 

industry, and for the most part by regulatory scholars as well. But in recent years 

the law and its regulatory framework have become a greater concern, particularly
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for banks interested in expansion. At the same time, the range of policy proposals 

to either gut or improve the CRA has expanded exponentially.2

The concerns generated by my research on the limitations of actuarial logic 

in community-oriented regulation are not directly addressed in the CRA policy 

literature. The closest concerns to those I have identified are those expressed by 

"communitarian" scholars such as Taibi (1992) and activist-oriented scholars and 

writers conducting community investment research (Fishbein 1992; Pogge and 

Flax-Hatch 1992; Bradford and Cincotta 1992; Squires 1992).

It might be argued from a regulatory perspective that the special CRA 

programs of large banks are better than anything the government could do. 

Programatically, this may be true. But the government could also play a role in 

supporting and encouraging banks to devote more effort to flexible, discretionary 

programs.

Furthermore, regulators will need to be watchful for banks that import the 

programs and motive strategies of other banks without sufficient attention to the 

particular needs of their own communities. While a cookie cutter approach may be 

beneficial to the residents of a particular community, it is doubtful that these models 

can be easily transplanted from one city to another, and it is just this type of practice 

that would be appealing to multi-state bank holding companies that want crisp, clear 

responses to their CRA responsibilities as they cross state lines into new markets.

My identification of distinct motive strategies in compliance suggests that 

regulators need to be cognizant of these differing ideological artifacts as they 

investigate compliance behavior and the power of these ideological artifacts to

2 See Overby (1995), Swire (1995), and Klausner (1995) for recent updates on these policy 
debates.
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influence the outcomes of the enforcement process. If regulatory personnel are too 

easily impressed with a large bank's array of CRA products, they are unlikely to 

listen to community organizations in the bank's delineated zone of responsibility 

that may not believe the banks is doing all that much for them. Simon warns that 

"the success of actuarial methods in shaping a new ideological basis for the 

governance o f social life will be marked by its ability to colonize legal discourse 

with its representations" (Simon 1988:775).3 Regulatory personnel and 

policymakers will need to pay attention to the degree to which their own discourse 

in monitoring CRA compliance is imbued with the same actuarial logic present in 

the bank CRA programs they monitor. Otherwise, due to the subtleties of actuarial 

practices, these concerns will fall beneath the radar and will be excluded from 

public discourse.

Interestingly, all of the officers in this study using the CRA Advocate 

motive strategy worked for banks that emphasized business lending, rather than 

mortgage lending. Many of the officers spoke positively about changes in 

management of SBA programs, that they were becoming increasingly easy to work 

with. Because there is no secondary market to buy their loans from them and 

because of the time frame of business lending, these banks need external subsidies

^Critical legal scholars in the Amherst seminar (1988) have identified four conceptual themes in 
"law as ideology" research that address this concern with the ideological nature of law and policy: 
First, that law is not merely interest-based -  but is most powerful in shaping popular 
consciousness in conformity with authority structures: second, that laws create a taken-for-granted 
world that makes it nearly impossible for people to contest authoritative meanings; third, that 
power has a "third face" (Lukes 1974; Molotch and Boden 1985) that gives arbitrary features of 
cultural life the appearance of being natural or permanent; and fourth, that legal ideologies are 
historically contingent. Several of these authors employ the Gramscian notion of "hegemony" to 
illustrate how law legitimates conditions of domination (See also Bourdieu 1977, Foucault 1977, 
Genovese 1976, Hay 1975, Gramsci 1971, Ewick and Silbey 1995). The "second" face of power 
(Bachrach and Baratz 1962, Crenson 1971) also has been employed as a useful concept for 
understanding how non-decisions (or by extension, non-regulations) made in the political domain 
are actually quite political.
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to make community-oriented lending work. They can't rely on pre-packaged 

"cookie cutter" solutions for CRA compliance.

Discretion would undoubtedly play a key role in improving CRA policy, but 

not exactly the type of discretion that has historically been described in the 

regulatory policy literature (Hawkins and Thomas 1989; Diver 1989). CRA 

regulators need to regulate for discretion rather than with discretion. In other 

words, the ability of a bank to use discretion in providing credit to non-traditional 

borrowers needs to be incorporated into the goals of CRA policy, but increased 

discretion on the part of the enforcement officer is not needed. Regulatory 

personnel need improved training so they can better recognize a bank's willingness 

to accommodate non-market definitions o f place, and these activities are the ones 

that should be rewarded, not mere creation of easy formulaic approaches to 

community reinvestment that benefit agglomerations of people fitting income or 

place of residence criteria

Critics of the CRA also suggest that the current confrontational relationship 

between banks and community organizations is not constructive (Macey and Miller 

1983; Overby 1995). The heightened involvement of community organizations in 

the enforcement of CRA is reminiscent, but falls well short of, a regulatory 

approach that Ayres and Braithwaite identify as tripartism; "a regulatory policy that 

fosters the participation of PIGs [public interest groups] in the regulatory process" 

(Ayers and Braithwaite 1989).

The CRA style of community group involvement fails to live up to Ayers 

and Braithwaite's complete definition of this regulatory approach because 

community organizations do not have access to all of the information available to 

regulators, they do not have a seat at the regulatory table with the firm and the
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agency, and they do not have the same standing as the regulatory agencies to sue or 

prosecute (Ayers and Braithwaite 1989:9).

While I am not certain that a tri-partist scheme would work effectively on a 

national scale, the notion of community participation and involvement in local bank 

policymaking for CRA purposes is worth further exploration. One o f the bankers 

in this study, Rick Arnold of Vista National, described a community board he had 

created to help identify ways that his bank could address community credit needs. 

While such boards could easily become showpieces for insignificant CRA outreach 

efforts, regulatory personnel could be trained to identify the signs of authentic 

board activity, perhaps using some qualitative interviewing techniques to do so.

Whatever the future of CRA regulation, it seems clear that well meaning 

individuals are consistently pushing to destroy the processual orientation of the law, 

much as critics of affirmative action are pushing to destroy affirmative action efforts 

leaving behind only anti-discrimination laws that rely on "rights" discourse (Simon 

1988). The problem with rights discourse is that it falls back on the same 

individualistic logic that banking does. Liberal "rights" laws in the arenas of 

housing and community development would do nothing to help mobilize 

community-wide responses to mortgage or lending discrimination. Because of this, 

it is critical to maintain the processual orientation of CRA that at least provides an 

outlet that communities can organize around. The bedrock of the CRA is 

community, and despite all of the forces to the contrary, the logic of community 

cannot be "packaged" in individualistic form.
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Appendix A: CRO and O rganizational Sketches

Rick A rnold , President and CEO,
Vista N ational Bank

Vista National was a run down looking bank in a very low income section of Cold 
Spring, relatively close to Neighborhood State Bank. The bank had old furniture 
and looked like it hadn't received a facelift in 30 years. Rick was responsive and 
interested during the whole interview process. He was a surprisingly young man 
for being president o f a bank, probably in his mid to late 30s. Rick has been in 
traditional banking for 13 years and in finance for 18 years. He got his start in 
banking in 1980 after working for a finance company. He got tired of the long 
hours and the low pay and went to work for a  bank. He had his present position 
for about two and a half years at the time of the interview.

He had previously been working at a large bank downtown, and was a senior 
lending officer with a private banking group. His clients purchased Vista National 
after the bank had been closed by federal regulators and asked him to "captain the 
boat" After an initial compliance exam through the OCC, his bank got a Needs 
Improvement rating, and he had to give himself a crash course in the CRA. He 
seemed aware o f the conditions in die neighborhoods surrounding his bank and 
committed to identifying strengths in the community rather than focusing on 
deficits.

Sam  B ryan t, C hairm an o f the Board,
N eighborhood State Bank

Neighborhood State Bank is a small bank adjacent to several low-income 
neighborhoods and one block away from an intersection infamous in the past as a 
center for prostitution and drug dealing. Sam Bryant was my first interview, and I 
had heard many good things about him as a leader in the field of community 
development lending. His office was lined with awards and placques commending 
him for his community-mindedness. He was particularly proud of an honorary 
brick he had been awarded from a national community association. He shared 
newspaper clippings with me about some of the businesses in his neighborhood 
that his bank had supported and described his activities on organizational boards 
concerning affordable housing, job training, human development activities for 
severely handicapped individuals. He spoke with pride about the proposed 
revitalization of the nearby intersection into a sort of "global marketplace" that 
builds on the entrepreneurial spirit of the nearby community. Sam had banking 
blood. His father bought the bank in 1935, and Sam came back to work there in 
1969 after trying to work at Central National Bank and discovering that he didn't 
like it there.
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Ingrid Burns, Compliance Manager,
Affiliated Bank

Ingrid was a soft-spoken woman in her mid-40s. She has been in banking since 
1974 and has seen a lot of changes over the years. She began as a loan officer and 
she mentioned how she got into banking by being in the right place at the right time. 
She has a high school diploma, and no college education and she felt certain that 
there would be no way to gain entry into banking without a college degree today.

When I asked her how she got into working in the compliance area, she said "I 
went on vacation" explaining that going on a vacation is a typical way that people 
get assigned into compliance work. When she was away, she was appointed as the 
compliance officer, and she said "OK fine", but she wouldn't do the job until she 
got trained, so they sent her to compliance training out of state. Affiliated Bank 
was a large multi-state commercial bank that had branches in affluent suburban 
areas. Ingrid seemed proud of the way she had mastered the "legalese" of the 
federal regulatory agencies, though she did suggest that translating regulatory 
requirements into language that bankers can understand was often difficult.

Freda Cantrill, Community Reinvestment Officer,
Hometown Federal Savings

Cantrill was a very outgoing woman, in her late 40s, who seemed enthusastic about 
the CRA. In her first career, Freda had been a school teacher for two years, 
teaching physical education and health. She got started in banking in 1967. 
working with a mortgage banking firm, packaging loans for the secondary market. 
Initially she worked as a temporary employee. Eventually the mortgage company 
was purchased by Hometown Federal Savings, but it wasn't until 1989 that die 
mortgage division was merged into the banking division and they had to comply 
with CRA.

Because of the experience she gained working with secondary market programs for 
the mortgage company before the merger, the CRA position was offered to her 
when the previous CRA officer left the bank. She felt the position was a good fit 
for her because "you have to be just a little bit of a bleeding heart to work at CRA."

Adam Carlson, Vice President for Community Affairs,
Finance Bank

Adam was 20 minutes late for the first interview. In fact, I was on my way out of 
the building when he called me to see if I was the person who was supposed to 
interview him. He had a gym bag and my guess is that he had gone to work out 
and didn't take the interview too terribly seriously. He looked like he was in his 
late 20s. Anyway, before his current position he worked at Central National for 
four years, in real estate lending. He also did lending to nonprofit organizations, 
what they called their "CRA Portfolio." He started out in architecture, worked as 
an architect for four years and then got his MBA. He described working on large
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real estate projects but finding more satisfaction and more of a personal connection 
lending to nonprofit community development organizations.

During the time of our interviews, Finance Bank was in the process of merger and 
its Cold Spring city branches were being taken over by Central National. Adam 
continued to operate in his CRO role for Finance Bank after the acquisition, but in a 
more suburban context. In addition, Carlson had the challenge of creating a CRA 
agenda for a new "capital" bank created by Finance Bank's owner as a boutique- 
style operation for wealthy entrepreneurs.

R honda Cole, Vice President o f Com m unity Relations,
C entra l National Bank

Rhonda worked at a nonprofit community organization out of college and has been 
at Central National, one of the largest banks in the region, for 15 years. At the 
bank, she had worked in the credit and neighborhood banking departments. She 
holds a M.A. in public administration and she worked in the government relations 
division of the bank for four years. She now worked for Central National's 
holding company, headquartered in Cold Spring, with responsibilities for working 
with banks across the country on their CRA programs.

At the time of our interview, Central National had very recently moved their offices 
into their brand new skyscraper. Once beyond the security door on the 17th floor 
of the building, I found my way through a maze of offices only to discover that this 
Vice President works out of an open carrel. I quickly learned that "Vice President" 
didn't necessarily mean that much in banking unless "Executive" was in front o f it. 
We met in a conference room. Everything about Rhonda’s demeanor exuded 
professionalism: her dress, her tone, her offering me coffee. She had a very 
smooth presentation which made me feel like I was only getting frontwork during 
the interview process even though she could identify many progressive sounding 
programs that policies implemented by Central National.

R oger Delafield, A ssistant Vice President,
M arketing , S uburban  Savings

Suburban Saving's main office is in a very affluent suburb of Cold Spring. The 
bank was like a branch new, fortress-like structure. Roger is a mid-40s ish white 
man with a small enclosed office on the second floor o f the building. He explained 
to me that the CRA officer position had only been formalized at the bank for two 
years. His primary position was Assistant Vice President in the secondary 
marketing area, with his function being to price, control the origination, and resale 
o f the mortgages that are originated at the bank.

Roger graduate from a small liberal arts college with a B.A. in Economics. At first 
out o f college, he worked at Montgomery Wards, a short stint at the Bureau of 
Labor, then into title insurance, then into banking. He learned all he knows about 
underwriting loans during his first two years at die bank. He had a very business-
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like presentation and demeanor and was willing to admit that both he and Suburban 
Savings had conservative orientations toward lending. Though they were willing to 
work with low- and moderate-income borrowers, they were only willing to do so in 
situations where the risk to the bank was minimal.

H eather Diggs, A ssistant Vice President,
Downtown S ta te  Bank

Heather is relatively young, probably in her early 30s and she has been in banking 
since 1984, when she graduated college. In her first job she was an internal 
auditor, which included compliance and CRA auditing. Our meetings were held in 
the CEO's extremely plush office, apparently because he isn't around too much. 
She spent the early part of the interview explaining to me that Downtown State 
Bank and Third National Bank are owned by the same holding company, and have 
been since 1967, and most people weren't aware of it. Since our interviews, I've 
noticed that Third National Bank renamed Downtown State Bank as "Third 
National Finance Bank" to convey that this bank is more business oriented than 
Third National.

Heather spoke often about the challenge involved in educating loan officers and 
senior managers about the CRA. Downstate State Bank has a retail banking 
operation, but most of its business comes from loans to upscale professionals. The 
headquarters office where I conducted the interview was on the 25th floor of a 
downtown skyscraper. Because of the nature of the bank, Heather described being 
frustrated with the lack of commitment of upper management and commercial loan 
officers to CRA. Community lending was clearly a stretch for most of them.

O liver G reen, Executive Vice President,
Uptown S tate Bank

Uptown State Bank is located in a working class, white-ethnic area o f Cold Spring. 
Green started off the interview by mentioning that he had been in banking since he 
was in diapers because his father was a bank examiner, and then went on to run 
banks. Oliver graduated from college in 1976, which would make him in his late 
30s, pretty young for an executive. When asked how long he has had CRA 
responsibilities, he mentioned that every banker has to be involved in community 
issues. Six years ago, "technically" he moved into the role of oversight of 
compliance. He went to a nearby liberal arts college and then went to a three year 
banking executive program sponsored by the state bankers association.

Mr. Green talked at length about what made his father a successful banker: getting 
out into the community, and this quality is what Green felt differentiated 
independent community banks from large conglomerates. Green often brought up 
his rural hometown region of the state during the interview because this region had 
experienced a dramatic economic decline during his lifetime. He had given serious 
thought to patterns of economic growth and their effect on small communities, and
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he was struggling to maintain a presence in the inner city community in which his
bank operated.

Frank Harris, Vice President and Director of Public Affairs,
Regional Federal Savings Bank

Harris was older than most of the CROs interviewed, probably in his late 50s. His 
educational background was originally in engineering and he went into sales out of 
college. He got involved with J.F.K's campaign in 1960 and eventually took on a 
leadership role in the state democratic party. In 1976, he decided to switch gears 
and at that time set up a consulting firm among which one of the clients was the 
Savings League, the trade group for thrifts. In 1980, Regional Federal was taking 
over another S&L and as a result of that they received a CRA challenge. While the 
challenge was ultimately overruled, management of the thrift decided to take a more 
proactive approach and recruited Harris to come work for them.

Harris' office at Regional Federal was far from fancy. He did have his own office 
with a door, but it was pretty messy and the furniture and carpeting were old and 
worn. He was a real talker, and seemed genuinely interested in chatting about 
CRA. He also mentioned that he was moving on to a new set of responsibilities in 
the bank, and that someone else would be coordinating the bank's CRA efforts in 
the future. Regional Federal is one of the largest savings and loans in the Cold 
Spring metropolitan area, known for its easily-accessible retail banking products.

Belinda King, Senior Vice President,
Hillside Bank

King was enthusiastic about participating in the interview process and seemed 
genuinely interested in the CRA. She explained that, as is typical for small banks, 
she plays a variety of roles, including managing the downtown branch office, 
overseeing the baink's marketing, strategic planning, compliance, and CRA 
activities. She was very proud of Hillside Bank's record as a small business lender 
through Small Business Administration programs as well as through micro
entrepreneurship programs that made very small loans to start-up businesses.

Her professional background was mostly in banking. She started at Hillside in 
1979 and then worked for five years at another baric from '82 to '87. When she 
came back to the bank in 1987 she was named compliance officer, but at that time 
CRA compliance was not a big issue. Her educational background was in liberal 
arts and she got a degree in finance after she had started working at the bank. She 
is now a certified regulatory compliance manager, dealing with 26 banking laws.
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Susan Munsterman, Vice President, Corporate Affairs and 
Community Reinvestment, Third National Bank

Munsterman had been at Third National for about a year, and her position was a 
newly created position. She spent about fifteen years in the voluntary sector and 
was involved in community activities, went back to school and finished a degree in 
finance and in 1980 went to work at Central National Bank in consumer compliance 
and community reinvestment She served on several boards of community 
development agencies in Cold Spring. In her volunteer work, she had gradually 
become more interested and more knowledgeable about finance issues. When the 
CRO position at Third National opened up, she felt the match between the job 
requirements and her experience was too close to be believed.

Ms. Munsterman was professional but very approachable. She is about 50 years 
old. She was on time and cordial about my interview, but she also was in the 
middle of signing some documents when I arrived. But rather than have me wait in 
the waiting area, she invited me into her office and signed the documents while I 
was sitting there. This made me feel like she took the interview somewhat 
seriously. She spoke about how her bank had a past reputation as being somewhat 
elitist, as an organization that supported the arts, but gave a polite "no thank you” to 
organizations interested in community development. Her goal was to try and use 
the CRA as a way to demonstrate Third National's new commitment to corporate 
citizenship.

John Perkins, President,
Bridgetown National Bank

Perkins was another young bank president, in his mid 30s. After graduating 
college, he went into the army as an officer and served for a little over three years. 
When he got out he went into banking and had served in a variety of capacities 
including lending, business development, and marketing. He took over as 
president of Bridgetown National in June of 1991.

Perkins was another CRO with banking blood. His grandfather and grandmother 
were both bankers, his mother and father were both bankers, and he has two 
brothers who are bankers. Bridgetown National is a small bank in a town on the 
fringe of the metropolitan area that once had an active farm economy but was now 
much more of a bedroom community for urban commuters. Perkins described his 
frustration with how little loan demand existed in Bridgetown and spoke in depth 
about how this dilemma had led to trouble with CRA compliance. He felt that the 
CRA and its regulatory framework were particularly unfair for independent 
community banks and that the enforcement process was highly political.
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D avid Peterson, Comm ercial Loan Officer,
M u h n p n n v

sewb**aV

My interviewing at Mahogany Bank did not proceed as I had hoped. I was 
originally scheduled to interview their compliance officer and showed up at the 
interview only to find out that her father was hospitalized with cancer and that she 
was going to be out of the office for an extended period. I interviewed David 
Peterson instead, whose name I had through a personal contact. Mahogany Bank is 
what is known as a "boutique bank," catering to wealthy professionals working 
downtown. The office is very inconspicuous and you'd really have to be looking 
for it in order to find it. It felt more like a law office or brokerage firm than a bank. 
It turns out lawyers and stock brokers are exactly the type of clientele they are 
trying to attract

Peterson was the youngest of the officers interviewed, probably in his mid 20s. He 
explained some of the history o f the bank to me, how it had been purchased by a 
group of investors in 1989, and how the bank had recently taken a turn to becoming 
more of a commercial bank, and that's why he was hired. He was hired as an 
analyst for consumer loans of $  100,000 or more. David explained that he had 
worked in a bank a year while he was in college, and he had been at Mahogany 
bank for two years at the time o f the interview. He alluded a couple of times during 
the interview to how exciting it was to work with really rich folks who are trying to 
get richer and he seemed to have those goals for himself.

Sandy Potter, Vice President and Com pliance Officer,
Com m erce Bank

Ms. Potter m et me at a surburban branch of her bank for her first interview and her 
second interview was held at the downtown headquarters, her main office. She had 
been in banking since 1969, working part-time jobs in banks during college. She 
attended a liberal arts college with a major in "Home Economics" and graduated in 
1974. Commerce Bank was her first job out of college and has been her only 
employer. She's been in the Compliance Officer position since 1988. Sandy 
described getting into banking as die best option to get away from home and not 
have to go to graduate school. Initially, she worked as a loan officer. She worked 
on a committee that dealt with compliance, and when the head compliance position 
opened up, she got it. She mentioned that she had been studying for the Certified 
Regulatory Compliance Manager exam and that only recently had the CRA reached 
a level of urgency in the eyes of upper management at Commerce Bank.

O rnette  Sm ith, Com m unity Affairs Officer,
M ultistate Bank

Smith was the only African-American bank officer interviewed in this study. She 
had been at Multistate, one o f the largest banks in Cold Spring, for eight years, 
three years as Community Affairs Officer. Previously she had worked in the credit 
reference and human resources departments. Prior to coming to Multistate, she had
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worked for a major local hospital handling employee relations, staffing, and 
affirmative action. Her position at Multistate was new when she started it, and the 
position was begun during a period in which the bank had been picketed twice by 
ACORN in a two month period. She was hired because she had a strong 
knowledge about low and moderate income neighborhoods and a lot o f contacts. 
She sees herself as a change agent at Multistate.

Her office was a cubicle among others in a marketing branch of the bank located on 
the second floor o f an office building. One of the things that was most striking 
about Ornette was her complicated mix of pessimism about institutionalized racism 
and her sense of hopefulness about the CRA-oriented work she and Multistate were 
doing, especially with mortgage lending and community outreach. She was very 
negative in her opinion o f government and regulation, but she was equally willing 
to admit that the reason Multistate was as active currently in the CRA arena was 
because the bank was doing extremely well. In tighter financial times, she doubted 
that the bank would commit as many resources to assist low-income borrowers or 
conduct outreach in low income neighborhoods or communities of color.

Patrick Thompson, President,
A dam s N ational B ank

Thompson was another relatively young bank president. He appeared to be in his 
mid-40s. He had been president of Adams National for nine years and before that 
spent ten years with Multistate Bank in a variety of positions. His educational 
background was a B.A. in sociology with a minor in criminal justice. He was 
going to go into law enforcement and he took a temporary job at Multistate Bank as 
a security guard and later became supervisor of the department. Eventually he went 
on to lending positions in the bank and was recruited to and run Adams National.

Adams National was located in a very low income neighborhood of Cold Spring 
and Thompson took pride in his knowledge of the various community organizations 
and their efforts. He seemed frustrated that the largest banks in town had set up 
fancy CRA programs that provided homeownership opportunities but did not target 
specific neighborhoods. In his view, the best approach to CRA is to focus 
economic resources on specific geographic regions, which for him and Adams 
National was second nature, but for large regional banks, made no sense.

M artin  T rim ble, P resident,
Independence State B ank

Trimble was the most challenging of my interviews. When I called to follow up on 
my approach letter, Trimble said he didn't know how anyone could spend two 
hours talking about CRA and agreed to conduct one half hour interview with me. 
He was gruff and uninterested, but for some reason he agreed to meet with m e one 
time. I decided it was probably worth it to interview him.

249

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Independence State bank had a homey feel. The decor was not up-to-date at all 
with uglv avocado csrpct, old fumiturs snd light fixtures thst seemed to dste b îck st 
least to the early 70s. While sitting in the waiting area, I noticed that there were 
three women sitting at the reception desk. In front of me was a public "fax" station, 
a copy machine, and a shoe shine machine. I had to wait about 15 minutes for the 
interview. When I got in his office, I quickly noticed that he had a monitor on his 
desk and on the screen was the waiting area where I had just been sitting. It made 
me feel uncomfortable know that he had probably been watching me as I sat and 
read Consumer Reports and waited to meet with him. Did he always check out 
people who were waiting to meet with him or was this a particular honor reserved 
for nosy graduate students? Since I only conducted the second interview (with 
probe cards), I didn't get a great deal of information on his personal background, 
but I did learn he was from a banking family and that he few kind words for 
government, banking regulators, or "academic types” including myself. He ended 
up spending 40 minutes with me.
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Appendix B: A pproach L etter

D ear_____________________ :

I am conducting interviews for my Ph.D. dissertation and would like to meet with 
you. Bob Kennedy [key contact] of the Rural Bankers Association suggested that 
you would provide an important perspective on how rural bankers [this sentence 
was tailored to fit particular banking context] have responded to the Community 
Reinvestment A c t I am sending this letter to give you a little background about 
myself and my study so you will be familiar with me before I call.

I moved to Cold Spring area recently after working for several years at the National 
Conference of State Legislatures (NCSL) in Denver, Colorado. During the past 
three academic years, I have worked part-time while completing course work for a 
Ph.D. in sociology at the University of Denver. At my job, I became very 
interested in community development issues, and I organized several programs to 
educate state legislators about community development policies. One particularly 
interesting program was a session at the organization's annual meeting when a 
banker from First Chicago spoke to the legislators about his bank's successful 
community reinvestment efforts and the immense pressures and uncertain, often 
inconsistent, regulatory environment with which his bank struggled.

After this session, I became very interested in bankers' perspectives toward 
community reinvestment regulation, and developed my research proposal to 
interview bankers. It may interest you (but probably won't surprise you) to know 
that many scholars have studied the regulatoiy process in an effort to improve 
regulatory policy, but the vast majority of these studies have emphasized the 
perspectives of the regulators rather than the regulated. To me, this thinking is 
inadequate, and I wish to offer a corrective in my case study of community 
reinvestment regulation.

I am particularly interested in the pressures bank and savings and loan officers face 
in working towards CRA compliance. I also am interested in the personal 
backgrounds of community affairs officers and how they came to be involved with 
community lending operations at their institutions. I am interviewing bank officers 
in approximately 21 banks in Cold Spring and nearby rural areas, and I have 
selected institutions based on a wide range o f sizes and community types.

My interview format has two parts which take approximately one hour each. The 
first hour is an open ended interview in which I use an interview guide to address 
specific issues, but the order in which we cover them is not pre-set. The second 
interview is more structured as it elicits responses to to a set of statements that 
bankers have made about CRA compliance. The content of the research interviews 
is confidential. The purpose of this study is social scientific, not journalistic.
My dissertation will be written in the ethnographic style, in which names of 
individuals and institutions are disguised.
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A pproach  L etter, continued

Your participation in this project is entirely voluntary. I  realize you are busy, but I 
believe you will find these interviews interesting. From my experience, I have 
found that community lending officers are eager to discuss some of the conflicts 
they face in working towards the goals of the Community Reinvestment A ct

I will call you soon to discuss this project and set up a first appointment if you are 
willing to participate. Attached is a letter from the Chair of my department that 
confirms my affiliation with the University o f  Denver. Also enclosed is an 
"Implied Consent Form" for the protection o f human subjects that is required by the 
University and the federal government. A t our first interview, I will ask you to 
sign and keep a copy of the form for your future reference.

Thank you in advance for your participation.

Sincerely,

Scott Chazdon

252

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Appendix C: Inform ed Consent Form

You are being asked to participate in Scott Chazdon's Ph.D. dissertation research 
through the Sociology Department at the University of Denver. The project is 
entitled "Community Lending Officers and the Interpretation of Regulatory 
Compliance."

The study is an analysis of the views of bank community lending officers regarding 
the Community Reinvestment Act and its enforcement The purpose of the research 
is to examine regulatory policy from the perspective of the regulated industry and to 
seek patterns in how compliance is understood among the regulated. Each 
interview subject will be asked to participate in two one-hour interviews with the 
researcher. The interviews will be separated by two or three weeks and will be tape 
recorded.

The research conducted by Mr. Chazdon is confidential. The written dissertation 
and all articles that will use interview data will not divulge the name of any 
individual or institution. The dissertation will be written in the ethnographic style 
which uses pseudonyms for individuals and takes other precautions to disguise the 
identities of interview subjects.

The research is being conducted under the supervision o f Dr. Nancy Reichman, 
Associate Professor o f Sociology at the University of Denver. Your participation is 
voluntary and you may discontinue participation at any time during the interview 
process. If  you would like additional information regarding this research, call Scott 
Chazdon at 227-7543, or Dr. Nancy Reichman at (303) 871-2061.

If you have any concerns or complaints about how you were treated during the 
research sessions, please contact Dr. James Moran, Chair, Institutional Review 
Board for the Protection of Human Subjects, at (303) 871-2928, or Ms. Gwen 
Logan Gennaro, Program Support Services, at (303) 871-4053 or write to either at 
the University of Denver, Program Support Services, University Hall #203,
Denver, Colorado 80208.

I understand that there are two exceptions to the promise of 
confidentiality. If  information is revealed concerning suicide, 
homicide or child abuse and neglect, it is required by law that this be 
reported to the proper authorities. In addition, should any 
information contained in this study be the subject of a court order or 
lawful subpoena, the University of Denver might not be able to 
avoid compliance with the order of subpoena.
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Informed Consent Form, continued

I have read and understood the foregoing descriptions of 
"Community Lending Officers and the Interpretation of Regulatory 
Compliance." I have asked for and received a satisfactory 
explanation of any language that I did not fully understand. I agree 
to participate in this study, and I understand that I may withdraw my 
consent at any time. I have received a copy of this consent form.

Signature Date
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A ppendix  D: Second In terv iew  P robe  S ta tem en ts

Statement One

In order to make community development loans, we have to 
increase our loan loss reserve. As it is, these projects cannot 
meet our established credit standards. If we relax our credit 
standards, we'll be making riskier loans.

Strongly Slightly No Mildly Strongly
Disagree Disagree Disagree Opinion Agree Agree Agree

Statement Two

Community groups want reduced interest rates, but how is 
that any different from other loan customers? Banks should 
not be expected to make subsidized loans. A bank is a 
for-profit institution, and asking a bank to lower its yields is 
unreasonable. These requests sound like charity and need to 
be dealt with as such. Would you ask a department store to 
give away free shoes?

Strongly Slightly No Mildly Strongly
Disagree Disagree Disagree Opinion Agree Agree Agree
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Second In terv iew  Probe S tatem ents, continued

Statement Three

If you compare return on investment or profitability levels 
of the nation's financial services industry to retailing and 
manufacturing industries, those other industries fare better. 
Banks are insufficiently profitable as it is -- taking on a lot 
of low-yield community projects will make matters even 
worse.

Strongly Slightly No Mildly Strongly
Disagree Disagree Disagree Opinion Agree Agree Agree

Statement Four

It's difficult for banks to compete against national financial 
institutions who come into our market and cream the best 
business off but are not required to comply with the CRA.
As long as we are forced to comply with CRA, so should 
credit card companies, mortgage companies, insurance 
companies, and credit unions.

Strongly Slightly No Mildly Strongly
Disagree Disagree Disagree Opinion Agree Agree Agree
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Second Interview Probe Statements, continued

Statement Five
To say that red tape in government programs is excessive is an 
exercise in redundancy. Working with government programs is 
one frustration after another -- the bureaucrats are wildly 
inconsistent from one to the next; the loan approval process stretches 
on and on, endlessly; and loan workups are simply impossible. The 
unbusiness-like manner of program operations, with all the tons of 
paper to fill out, raises costs and blood pressure. And in the end, the 
approval process is -  that's right -  political. Who needs the 
aggravation?

Strongly Slightly No Mildly Strongly
Disagree Disagree Disagree Opinion Agree Agree Agree

Statement Six
Mother Teresa did not choose banking as a career, and bankers did not 
choose social work. Existing legislation spells out the obligation of 
banks with respect to fair housing, equal credit and so on. Once we 
comply with legislative mandates, our responsibility is over. Going 
beyond compliance is not our role. If the social ills of the nation are 
overwhelming, then government should step in. That's their role; ours is 
running our businesses and managing our shareholders' resources.

Strongly Slightly No Mildly Strongly
Disagree Disagree Disagree Opinion Agree Agree Agree
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Second Interview Probe Statements, continued

Statement Seven
W ith  deregulation and com petition in  the financial services 
industry , m any banks are targeting their m arkets for 
su rv ival. Som e banks target the upscale o r wealthy client 
b a se  as a  priority, leaving low -incom e clients and areas for 
o th e r  banks to  serve. M odern m arketing requires targeting 
"niches" that one m ay best serve -  a  bank that has targeted 
a n  u pscale  clientele should not be forced to serve m arkets 
ou tside  its  expertise. Banks can't b e  all things to all people.

Strongly Slightly No Mildly Strongly
Disagree Disagree Disagree Opinion Agree Agree Agree

Statement Eight

C om m unity activists blackm ail banks in to  m aking m ajor 
financial concessions. CRA was never in tended for this 
abuse. O r m aybe it was -  m aybe CRA intended all along to 
fo rce  banks to m ake high-risk loans and other concessions 
to local com m unity activists.

Strongly Slightly No Mildly Strongly
Disagree Disagree Disagree Opinion Agree Agree Agree
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Appendix E: Glossary o f Acronyms

ACORN

CRA

CRO

CUA

FDIC

FFIEC

FHA

FIRREA

FNMA

FSB

GNMA

HMDA

HUD

HUD 203(k)

Association of Community Organizations for Reform Now -  a 
national network of community organizations that has been active 
both locally and nationally on CRA-related issues.

Community Reinvestment Act of 1977

Community Reinvestment Officer

Congregations United for Action, an acronym for a church-based 
network in Cold Spring that has been active on CRA issues.

Federal Deposit Insurance Corporation -  primarily known as the 
insurance pool for the nation's banking system but also one of the 
four regulatory agencies that evaluates banks on CRA performance.

Federal Financial Institutions Evaluation Council -  an interagency 
organization devoted to streamlining regulatory enforcement among 
the different federal regulators.

Federal Housing Administration -- known particularly for its 
mortgage insurance programs.

Financial Institutions Reform, Recovery, and Enforcement Act of 
1989, also known as the savings and loan bailout law.

Federal National Mortgage Association, also known as Fannie Mae 
-- a secondary market entity that purchases mortgages and re-sells 
them to investors in the form of mortgage-backed securities.

Federal Savings Bank -- the current phrase for savings and loan 
organizations.

Government National Mortgage Association, also known as Ginnie 
Mae -- a secondary market entity that purchases mortgages and re
sells them to investors in the form of mortgage-backed securities.

Home Mortgage Disclosure Act of 1975.

The federal Department of Housing and Urban Development

A federal program that provides mortgage insurance for loans that 
are used for both purchase and rehabilitation of a home.
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o c c

OTS

SBA

Office of the Comptroller of the Currency -- the agency that 
regulates "national" banks -- one o f the four regulatory agencies that 
evaluates banks on CRA performance.

Office o f Thrift Supervision -- the agency that regulates savings and 
loan organizations -- one of the four regulatory agencies that 
evaluates banks on CRA performance.

Small Business Administration
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