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:. :<"' J 1M DELIGHTED TO JOIN ALL OF YOU TONIGHT FOR YOUR ANNUAL 
. . 

'"·-ITIM AND TO SEE SO MANY OLD FRIENDS AND ACQUAINTANCES IN THE 

AUDllfCE, 

· AI A MEMBER OF THE BAR, l AM ALSO PARTICULARLY GRATIFIED 
·.' 

. ·TO SEE THAT THE RANKS OF WOMEN LAWYERS CONTINUE TO GROW. WHEN 

·I COMPLETED LAW SCHOOL IN 1965, WOMEN WERE ONLY A TINY FRACTION 

OF THE LEGAL FRATERNITY, BUT THIS PAST YEAR I UNDERSTAND THAT 

·fHERE WERE 29,000 WOMEN ENROLLED IN LAW SCHOOLS ACROSS THE 

·.--COUNTRY, THERE WERE ALMOST AS MANY WOMEN IN SCHOOL, I WOULD 

~· VENTURE, AS THERE WERE PRACTICING BEFORE THE BAR, THIS IS 

~- A TIDAL CHANGE, AND IT AUGURS WELL NOT ONLY FOR YOUR ASSOCIATION 

IUT FOR THE FUTURE OF THE ENTIRE LEGAL COMMUNITY, AND OUR SOCIETY 

AS A WHOLE, 

WE'RE STILL TRYING TO OVERCOME MANY BARRIERS, OF COURSE. 

STANDING HERE BEFORE YOU, l AM REMINDED THAT FOR MANY YEARS 

WOMEN WERE PUT DOWN AS PUBLIC SPEAKERS. IT WAS SAMUEL JOHNSON 

WHO REPORTEDLY ONCE SAID OF A WOMAN SPEAKER, You DON'T EXPECT 

HER TO DO IT WELL: AND YOU'RE LUCKY IF SHE CAN DO IT AT ALL, 
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THIS IS NOT EXACTLY THE IDEAL FORUM IN WHICH TO CHALLENGE 

DR. JoHNSON. As J TOLD MY STAFF BEFORE LEAVING WASHINGTON, 

A sATURDAY NIGHT ADDRESS BEFORE A CHAMBER FULL OF LAWYERS 

MOULD IE A FORMIDABLE TASK FOR PERICLES HIMSELF. Bur I'LL DO 

~T J CAN TO HELP ERASE THE MYTH -- AND I WELCOME ANY HELP YOU 

WAII'f' TO 'I YE I 

. ANoTHER, MORE SERIOUS BARRIER THAT WOMEN -- AS WELL AS 

IWtY OTHQS IN OUR SOCIETY -- ARE STILL TRYING TO OVERCOME IS 

ONI.TOUCHED UPON BY DR, JOHNSON IN ANOTHER CONTEXT. •NATURE,• 

HI lAID, •HAS GIVEN WOMEN SO MUCH POWER THAT THE LAW HAS VERY 

WISELY GIVEN THEM LITTLE. • 

fORTUNATELY, THE LAW HAS RAPIDLY CHANGED IN RECENT YEARS 

MERE IN THE UNITED STATES -- NOT AS MUCH, PERHAPS, AS SOME WOULD 

Llll, BUT CERTAINLY DRAMATIC BY PREVIOUS STANDARDS, AND WHAT 

I WOULD LIKE TO TALK ABOUT WITH YOU TONIGHT IS A VERY SPECIFIC 

NEW LAW, THE fOUAL CREDIT OPPORTUNITY AcT, AND WHAT WE AT THE 

fEDERAL TRADE COMMISSION INTEND TO DO IN COMING MONTHS TO 

ENSURE THAT THE LAW IS FAITHFULLY OBSERVED, 

THE EouAL CREDIT OPPORTUNITY AcT HAS A VERY SIMPLE PURPOSE: 

TO PREVENT CREDITORS FROM DISCRIMINATING AGAINST POTENTIAL 

BORROWERS ON THE BASIS OF RACE, COLOR, SEX, AGE, NATIONAL ORIGIN, 

RELIGION, MARITAL STATUS OR RECEIPT OF PUBLIC ASSISTANCE, )T IS 

NOT, STRICTLY SPEAKING, A LAW AIMED SOLELY AT THE PROTECTION OF 

WOMEN'S RIGHTS: IT IS MUCH B~OADER THAN THAT, FOR IT HAS LONG 

-2-

• 

• 



BEEN RECOGNIZED THAT RACIAL DISCRIMINATION AND OTHER FORMS OF 

· · .DISCRIMINATION ARE AT LEAST AS PERNICIOUS AS SEXUAL DISCRIMINATION, 
\ . . . ' 

,, THI~:tQUAL CREDIT OPPORTUNITY LAW IS. IN FACT I ONE THAT AU. 

'.. AMIR.tCAtfS HAVE AN INTEREST IN ENFORCING I ... 

.e 

-·BEFORE MAKING MY ANNOUNCEMENT OF THE FTC'S PLANS, LET ME 

·JXETC~ IN SOME OF THE BACKGROUND. 

A CENTRALLY ACCEPTED FACT OF OUR TIM£ IS THAT JUST AS 

AMERICA-BEGAN RUNNING ON WHEELS EARLIER IN THIS CENTURY, IT NOW 

RUNS o·N CREDIT • STATISTICS COMP I LED IN 197 0 INDICATE THAT 

CONSUMER CREDIT WAS THEN BEING USED IN ROUGHLY 40% OF ALL PERSONAL 

CONSUMPTION EXPENDITURES AND, EXCLUDING SERVICE CREDIT, ABOUT 

48% OF ALL RETAIL PURCHASES. ANOTHER POLL, CONDUCTED TWO YEARS 

EARLIER BY THE niCHIGAN SURVEY OF CONSUMER fiNANCES, REPORTED 

~HAT TWO-THIRDS OF NEW CAR PURCHASES AND OYER A THIRD OF ALL 

-HOUSEHOLD DURABLE GOODS WERE CRED 1 T-F I NANCED, FoR THOSE WHO 

· WISH TO PURCHASE A NEW HOME -- AND THE DESIRE FOR A PERSONAL 

HO~ HAS GROWN TREMENDOUSLY IN RECENT YEARS -- IT IS A FOREGONE 

CONCLUSION THAT ONE OF YOUR FIRST STOPS ~UST BE AT A MORTGAGE 

JANK, A SAVINGS AND LOAN ASSOCIATION, OR SOME OTHER CREDIT 

INSTITUTION. 

IN RECENT YEARS, WE HAVE PILED UP AN ASTRONOMICAL AMOUNT 

oF· DEBT, THIS JUNE, THE COMMERCE DEPARTMENT ANNOUNCED THAT 

. NET PUILIC AND PRIVATE DEBT DURING 1976 REACHED THE FIGURE 

.OF 3.lf TRILLION DOLLARS, 1HAT AMOUNTS TO Sl5,400 FOR EVERY 
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-'MAN, .WOMAN AND CHILD IN THE COUNTRY, FURTHERMORE, BOTH GOVERN· 
. it;' .'· 

·M£:f4T DIBt AND PRIVATE DEBT WERE RISING AT THE RATE OF BETTER 

' THAM 10. PERCENT A YEAR. THE HARD TRUTH Is THAT CREDIT HAS 

IICOM&·ALMOST AS IMPORTANT TO US AS REAL CURRENCY, 

WI.TH CREDIT SUCH A PERVASIVE FORCE IN OUR SOCIETY, IT IS 

.CL£~R THAT ANYONE WHO SUFFERS CREDIT DISCRIMINATION IS AUTO

MATICALLY RELEGATED TO THE BACK OF THE BUS -- A SECOND CLASS 

CITIZEN·; . 

fOR YEARS IT WAS WELL-KNOWN THAT WOMEN, BLACKS AND 

OTHERS HAD A MORE DIFFICULT TIME OBTAINING RETAIL AND MORTGAGE 

. CREDIT THAN DID WHITE MALES, BUT THE FACTS HAD NOT BEEN WELL

VERIFIED NOR HAD THE ISSUE BEEN WELL-VENTILATED, THEN IN 

HAY OF 1972, A BREAKTHROUGH OCCURRED WHEN THE NATIONAL COMMISSION 

ON CONSUMER fiNAN.CE HELD HEARINGS ON THE AVAILABILITY OF CREDIT 

TO WOMEN. fROM THOSE HEARINGS EMERGED SOME DEFINITE CONCLUSIONS: 

-- SINGLE WOMEN HAD MORE TROUBLE OBTAINING CREDIT THAN 

DID SINGLE MEN, ESPECIALLY MORTGAGE CREDIT: 

-- CREDITORS GENERALLY REQUIRED A WOMAN WHO ALREADY HAD 

CREDir TO REAPPLY FOR CREDIT WHEN SHE MARRIED, THOUGH MEN 

WERE NOT FORCED TO DO SO: 

-- CREDITORS WERE OFTEN UNWILLING TO EXTEND CREDIT TO 

A WOMAN IN HER OWN NAME: 

-- WOMEN WHO WERE DIVORCED OR WIDOWED HAD TROUBLE 

REESTABLISHING CREDITJ 
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~ ... <. : .. ~ ~~· ... , .. ~-. .. AN~ .CRED I T~S WERE OFTEN UNWILLING TO COUNT THE 

.. ·. ~fFE's· INCOME WHEN A MARRIED COUPLE APPLIED FOR A LOAN, 

. ESPEC.JALt. y A MORTGAGE I 

THOSE 1972 HEARINGS AND THE CONCLUSIONS THEY REACHED WERE 

.A POWERFUL CATALYST FOR REFORM. NEITHER THE COUNTRY NOR 
. . . 

THE CONGRESS COULD CONTINUE TO IGNORE THE UNEQUAL STATUS OF 

WOM£,N, AND ON OcTOBER 28, 1974, THE foUAL CREDIT OPPORTUNITY 

AcT WAS SIGNED INTO LAW BY PRESIDENT FORD, THAT FIRST STATUTE 

PROHIBITED ANY CREDITOR IN ANY ASPECT OF A CREDIT TRANSACTION 

FROM DISCRIMINATING AGAINST AN APPLICANT ON THE BASIS OF SEX 

OR MARITAL STATUS. WASHINGTON SOON RECOGNIZED THAT THE LAW 

DID NOT GO FAR ENOUGH, AND IN THE SPRING OF 1976, THE CONGRESS 

AMENDED THE ACT, EXTENDING THE PROTECTION FROM CREDIT DISCRIMI-

~ NATION TO RACE, COLOR, RELIGION, NATIONAL ORIGIN, ADVANCING 

AG&, RECEIPT OF PUBLIC ASSISTANCE, AND THE EXERCISE OF RIGHTS 

UNDER THE CONSUMER CREDIT PROTECTION AcT, THus, CREDIT DIS

CRIMINATION WAS OUTLAWED BY THE CoNGRESS, WITH CIVIL PENALTIES 

TO BE IMPOSED BY THE FEDERAL COURTS UPON THOSE WHO VIOLATED THE 

STATUTE. 

• 

ADMINISTRAT-IVE RESPONSIBILITY FOR CARRYING OUT THIS LAW 

WAS CHARGED TO SEVERAL REGULATORY AGENCIES WHICH HAD GENERAL 

SUPERVISORY POWERS OVER CREDITORS. ONE WAS THE FEDERAL 

TRADE COMMISSION. ANOTHER WAS THE fEDERAL RESERVE BOARD, WHICH 
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. ·;-:;·-S.CALLED UPON TO WRJTE STANDARD REGULATIONS TO ENSURE CONSISTENT • 
. t 

' ·:.·.ENFORCEMENT- ACROSS THE COUNTRY. EVEN THE PREPARATION OF THOSE 

. ,,,r :·STANDARDS. WAS A SOURCE OF SOME CONTROVERSY, BUT THE FEDERAL RESERVE 

. :>80ARJ) EVENTUALLY PUBL I SHEJ) A FULL SET OF STANDARDS -- KNOWN NOW 

. I. . . , • 

AS REGULATION B. 
'• 

WE HAVE NOT YET HAD MUCH EXPERIENCE UNDER THE NEW LAW. 

THAT.PORTION OF REGULATION B PERTAINING TO DISCRIMINATION ON THE 
.·· 

BASIS OF SEX OR MARITAL STATUS BECAME EFFECTIVE ON OCTOBER 28, 
1975 -- ONLY TWO YEARS AGO -- AND THAT PORTION PERTAINING TO DIS

CRIMINATION ON OTHER BASES SUCH AS RACE BECAME EFFECTIVE ONLY 

LAST MARCH. IN ADDITION, THERE IS ONE OTHER IMPORTANT SECTION 

IN THE ACT WHICH BECAME EFFECTIVE ON JUNE 1 OF THIS YEAR. THAT 

SECTION REQUIRES CREDITORS TO ESTABLISH INDIVIDUAL CREDIT HISTORIES 

ON HUSBANDS AND WIVES WHO SHARE THE SAME ACCOUNT. FoR ANY FAMILY 

OPENING A JOINT ACCOUNT AFTER JUNE l, THE CREDITOR MUST BE ABLE 

TO REPORT ON THE CREDIT HISTORY OF THE HUSBAND AND WIFE: FOR 

PRE-EXISTING ACCOUNTS, THE CREDITOR IS SUPPOSED TO REPORT CREDIT 

HISTORIES IN THE NAME OF BOTH SPOUSES. THIS IS A VITAL CHANGE 

IN THE LAW FOR WOMEN, AND I HOPE THAT YOU WILL ASSIST US IN ENSURING 

THAT CONSUMERS ARE AWARE OF THEIR NEW RIGHTS. 
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•• As I SAY, EXPERIENCE UNDER THE EQUAL CREDIT OPPORTUNITY 
·r:·.· ' 
AcT IS STILl LIMITED, NONETHELESS, THERE IS NOW ENOUGH INFOR-

MATION COMING IN FROM THE FIELD AND THERE IS ENOUGH INFORMATION 

IUILII"G UP ON THE PUBLIC RECORD TO RAISE SERIOUS DOUBTS WHETHER 

THE LAW IS BEING FULLY CARRIED OUT ACROSS THE COUNTRY. SINCE EQUAL 

ACCESS TO CREDIT HAS BECOME SUCH A FUNDAMENTAL NEED OF THE AMERICAN 

'PEOPLE. IT IS VITAL THAT All DOUBTS ABOUT CREDIT DISCRIMINATION 

BE QUICKLY AND FAIRLY RESOLVED •. 

. THEREFORE, I AM PlEASED TO ANNOUNCE TO YOU HERE THIS EVENING 

THAT THE FEDERAL TRADE COMMISSION, IN ITS ROLE AS ONE OF THE 

AGENCIES RESPONSIBLE FOR FULl AND VIGOROUS ENFORCEMENT OF THE 

LAW. HAS VOTED TO UNDERTAKE TWO IMPORTANT NEW INVESTIGATIONS 

'41t OF CREDIT PRACTICES, 

• 

.MEETING IN ClOSED SESSION A FEW DAYS AGO, WE DIRECTED OUR 

STAFF TO CONDUCT INDUSTRYWIDE INVESTIGATIONS OF THE MORTGAGE 

CREDIT PRACTICES OF NON-DEPOSITORY lENDING INSTITUTIONS AND 

THE PRACTICES OF MAJOR CREDIT CARD ISSUERS, INCLUDING Oil 

COMPANIES, RETAILERS, AND CERTAIN TRAVEl AND ENTERTAINMENT 

CARD COMPANIES, IN AID OF THESE INVESTIGATIONS, WE HAVE ALSO 

AUTHORIZED THE USE OF SUBPOENAS AND OTHER MEANS TO COMPEL, 
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I . . 
.WHEN NEClSSAR·Y·, THE'PRODUCTION OF DOCUMENTS AND INFORMATION 
' ' 
:: -l 

.RELEVANT·TO THE LINES OF INQUIRY WE WILL BE FOLLOWING, 
. ' ' 

l!T ME'~FIRST EXPLAIN OUR INVESTIGATION INTO MORTGAGE 

.LENDING PRACTICES. UNDER THE LAW, THE FEDERAL TRADE COMMISSION 

HAS ENFORCEMENT JURISDICTION OVER ALL NON-DEPOSITORY LENDING 

INSTln,JTJON$ WH·JCH MAKE LOANS -- NAMELY, MORTGAGE BANKERS AND 

OTHER INSTITUTIONAL LENDERS IN THE SECONDARY MORTGAGE MARKET 

. ·SUCH As·- INSURANCE COMPANIES AND PENSION FUNDS. WE ALSO HAVE 

ENFORCEMENT RESPONSIBILITIES FOR MORTGAGE GUARANTEE AND MORTGAGE 

INSURANCE COMPANIES, 

AMoNG ALL OF THESE INSTITUTIONS, THE MORTGAGE BANKING 

COMPANIES ARE OF PRIME INTEREST TO US BECAUSE OF THE VOLUME 

OF THEIR BUSINESS AND THEIR CENTRAL ROLE IN HELPING PEOPLE 

PURCHASE HOMES. MANY OF YOU HAVE PROBABLY COME INTO CONTACT 

' WITH THEM IN YOUR PRACTICE OR YOUR PRIVATE LIFE. A MORTGAGE 

BANKER WORKS LIKE A BROKER: HE BRINGS TOGETHER PEOPLE WHO ARE 

WILLING TO PART WITH THEIR MONEY -- INVESTORS -- WITH THOSE WHO 

ARE LOOKING FOR MONEY -- OR, POTENTIAL HOME PURCHASERS. THE 

MORTGAGE BANKER'S PRIMARY SOURCE OF INCOME IS DERIVED FROM 

•sERVICING• THE LOANI FOR EXAMPLE, HE COLLECTS THE MONTHLY 

MORTGAGE PAYMENt, AND MAINTAINS AN ESCROW ACCOUNT FOR PAYMENT 

OF PROPERTY TAXES. THE MORTGAGE BANKER CAN ATTRACT INVESTORS 

BECAUSE HE CAN PROVIDE SERVICES AT A LOWER COST THAN WOULD 
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IE POSSIBLE THROUGH DIRECT INVESTMENT. As A SOCIAL MATTER, 

MQRTGA&E BANKERS ALSO PROVIDE A VALUABLE SERVICE BECAUSE THEY .. -
MILP TO DISTRIBUTE MONEY FROM AREAS Of HIGH FINANCIAL CONCEN-

:TRATION SUCH AS CHICAGO OR New YORK INTO LOCAL AREAS WHERE 

- THATMONEY CAN BE USED FOR RESIDENTIAL CONSTRUCTION. 

IN 1975, THcMORTGAGE BANKING INDUSTRY ORIGINATED ABOUT 

·QNE-fiFTH OF ALL RESIDENTIAL MORTGAGES IN THE UNITED STATES, 

RANKING BEHIND SAVINGS AND LOAN ASSOCIATIONS BUT AHEAD OF 

COMMERCIAL BANKS, OvERALL, THE MORTGAGE BANKING INDUSTRY WAS 

'RESPONSIBILE FOR ABOUT $20 BILLION WORTH OF NEW MORTGAGE 

LOANS IN THAT YEAR, 

FOR MOST BORROWERS, THIS MORTGAGE SYSTEM WORKS EFFICIENTLY 

AND EFFECTIVELY, BUT IF YOU ARE BLACK, IF YOU ARE A WOMAN, 
• 

IF YOU ARE ENTERING RETIREMENT, OR EVEN IF YOU JUST LIVE IN 

A MINORITY NEIGHBORHOOD, YOU MAY FIND THAT MORTGAGES ARE 

NOT A PASSPORT BUT AN IMPOSSIBLE OBSTACLE TO A BETTER LIFE. 

OvER THE YEARS, HEARINGS BEFORE THE NATIONAL COMMISSION ON 

CONSUMER FINANCE AND BEFORE CONGRESSIONAL COMMITTEES HAVE 

REVEALED SUBSTANTIAL EVIDENCE OF CREDITORS REFUSING TO 

GRANT MORTGAGE CREDIT TO WOMEN WITHOUT A CO-SIGNER, REFUSING 

TO GRANT CREDIT TO WOMEN OF CHILDBEARING AGE, AND REFUSING 

TO CONSIDER THE INCOME OF A MARRIED WOMAN IN EVALUATING A 

MORTGAGE LOAN APPLICATION FROM MARRIED COUPLES, RACIAL DIS

CRIMINATION MAY POSE EVEN GREATER HARDSHIP BECAUSE IT MAY 

IE MORE WIDELY PRACTICED AND ITS EFFECT IS.TO DENY TOTAL 

ACCESS TO BETTER HOUSING, 
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.· ttb'r:toNG AGO, THE U.S. CottUSSION ON CIVIL RIGHTS . ... ~ 

SsUED A;~REPORT NOTING THAT IN 1953. THE FEDERAL FAIR llous ING 

HAD. PROHIBITED DISCRJ:.11NATIOr4 AGAINST MINORITIES IN 
~ ;; _.. .. 

OITA:Ufi.NG~-.HO~TGAGE FJNANCiflG. •yET,• AS OF THE MID-70s, THE 
.~· . 

REPJRT sAID. •REAL ESTATE BROKERS AND MJRTGAGE LENDERS STILL 

TREAT MINORITY HOME BUYERS DIFFERENTLY FROM WHITE PURCHASERS.• 

.. IN OUR JNV!STIGATION AT THE FEDERAL TRADE CoMMISSION, 

WE .NANT TO DETERMINE WHETitER THAT DISCRIMINATION CONTINuES 

TODAY AT ESSEUTIALLY THREE POINTS IN THE ttJRTGAGE PROCESS: 

IN THE WAY THI\T LOA;;s ARE GRANT:o, IN TiiE WAY TH~Y ARE 

A!lMINISTE.":ED, AND U~ TH~ WAY THC:Y A:\E FORECLOSE:l, IT IS NOT 

GOOD ENOUGH IF A CREDITCR SI,PLY DECIDES TO LOAN MO~!EY TO A 

BORROWER. DISCkiMit4ATIOi' MAY ALSO ENTER THE PICTURE IF A 

CREDITOR, FOR RACIAL, SEXUAL OR OTHER REASONS, IMPOSES MORE 

STRINGENT CONDITIJNS ON THE TEflMS OF CREDIT OR IF HE DECIDES 

TO FORECLOSE THE HORTGAGt PREMATURELY, 

IN OUR UIVESTIGATIJN, WE SPECIFICALLY WANT TO ASK 

WHETHER, AMONG OTHER PRACTICES, NON-DEPOSITORY MORTGAGE LEND

ING INSTITUTIONS UNDER OUR JURJS~ICTION: 
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~) DENY LOANS TO OTHERWISE QUALIFIED NON-WHITE FAMILIES 

IECA!JSE ·oF, THEIR RACE: 

>~8) , UtPOSE t~RE STRINGENT CONDITIONS ON LOANS FOR NON

. WHITE FAMILIES BECAUSE OF THEIR RACE: 
~ : ~ ' .. ,,-, 

. (C) REFUSE TO t4AKE LOANS TO OTHERWISE QUALIFIED NON-

WHITE FAMILIES FOR PURCHASE.OF HOMES IN PREDOMINANTLY WHITE 

NIIGHIORHOODS; 

(!)) REFUSE TO MAKE ~'ORTGAGE LOANS TO OTHERWISE QUALIFIED 

FAMILIES HEADED BY FEMALES; 

(E) DISCOUNT ALL OR A SUBSTANTIAL PART OF A WIFE'S INCOME 

BECAUSE OF HER SEX IN DETERMINING THE aiGIBILITY OF THE 

FAMILY FOR MORTGAGE LOANS (J MIGHT NOTE THAT SINCE A HIGHER 

~PORTION OF WIVES IN BLACK FAMILIES THAN IN WHITE FAMILIES 

MOLD ~OBS, TijlS PRACTICE ALSO HAS A RACIAL IMPACT); 

(f) MAKE ASSUMPTIONS ABOUT THE CONTINUITY OF THE INCOME 

OF A MARRIED WOMAN OF CHILDBEARING AGE; 

(G) REQUIRE FLUENCY IN THE ENGLISH LANGUAGE AS A PRERE

QUISITE FOR OBTAINING A LOAN; OR, 

(H) REFUSE TO 1-tAKE LOANS TO OTHERWISE QUALIFIED FAMILIES, 

WHITE OR NON-WHITE, FOR THE PURCHASE OF HOMES IN RACIALLY 

INTEGRATED OR PREDOMINANTLY NON-WHITE NEIGHBORHOODS BECAUSE OF 

THE RACIAL COMPOS IT ION OF SUCH NEIGHBORHOODS. 
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:~~-- AAE PARTICULARLY 1:4TERESTED IN THE PRACTICE KNOWN 

' .. AS •RiDLlNlNG• -- OR THE REFUSAL TO GRANT CREDIT TO PEOPLE 
'. 

B£t~y$E··THEY RESIDE WITHIN CERTAIN AREAS OF A CITY, IT IS 
'· . ! . 

UNDERSTANDABLE THAT A CREDitOR MIGHT BE HESITANT TO GRANT 

A LOAN TO A FAMILY BECAUSE HE THOUGHT THEIR HISTORY MADE THEM . . 

A BAD: R,l SK ·OR BECAUSE HE THOUGHT THE HOME, LOCATED IN A 
' 

DETE~IORATING NEIGHBORHOOD, REPRESENTED POOR COLLATERAL. 

THAT't PART OF THE CREDIT BUSINESS. BuT IT WOULD BE A MATTER 
.. f. 

OF ·GREAT CONCERN TO I(JS IF THE CREDITOR'S ASSESSt1ENT OF Rl SK 
·, 

WERE lASED ON A COi4CLUSION THAT THE RACIAL OR ETHNIC COMPOS!-... 
TIOH-'OF A GEOGRAPHIC AREA CON.STI TUTES AN ADVERSE INFLUENCE, 

THIS lS KNOWN AS RACIAL REDLINING, AND IT IS STRICTLY 

~ PROHi.JITED BY LAW, OuR INVESTIGATION WILL SEEK TO DETERMINE 

WHETHER CERTAIN CREDITORS APPRAISE THEIR RISK, IN WHOLE OR 

IN PART, BASED ON THE RACIAL OR ETHNIC COMPOSITION OF A 

. GEOGRAPHIC AREA IN WHICH THE HOME IS LOCATED. 1 SHOULD 

EMPHASIZE THAT OUR INQUIRY WILL ENCOMPASS A SUBSTANTIAL 

SEGMENT OF THE r-DRTGAGE BANKING INDUSTRY; WE HAVE NOT IDENTI

FIED PARTICULAR lo10RTGAGE BANKERS WHO MAY BE ENGAGING IN 

DISCRIMINATORY PRACTICES. 
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li1VESTIGATIJN OF CrtE~IT CARD ISSUEns . 
. Oua SECOr~D INVESTI'3ATION, AS I HAVE MENTI~NED, FOCUSES 

ON TH£ CREDIT GRANTING PRACTICES OF MAJOR CREDIT CARD ISSUERS, 

ALL OF US ARE WEll AWARE THAT AMERICA HAS BECOME A CREDIT· . ' 

. CARD SOCIETY, A YEAR AGO, THERE WERE 196 MilliON CREDIT 

ACcOUNTS AT RETAil ESTABLISHMENTS IN THE UNITED STATES AS 

WELL AS 97 MILLIQN CREDIT ACCOUNTS ISSUED BY Oil COMPANIES 

AH!) ANOTHER 20 MilliON BY RENTAl CAR COMPANIES, TRAVEL, 

. ENTERTA I Nl-1ENT AND OTHER ENTERPRISES, 

THESE FIGURES SUGGEST THAT THE PUBLIC HAS A VITAl INTEREST 

IN NON-DISCRIMU~ATORY CREDIT. AI..L SEGMENTS OF OUR SOCIETY 

HAVE 'coME TO DEPEND UPON ACCESS TO CREDIT AS A WAY OF OPENING 

THE DOOR OF OPPORTUNITY, 

~ WITH THESE THOUGHTS IN HIND, THE COMMISSIONERS AT THE 

• 

FTC HAVE AUTHORIZED THE STAFF TO DETERMINE WHETHER THE CREDIT 

CMRD INDUSTRY MAY BE UNLAWFULLY ~ISCRIMINATING IN SEVERAL 

I MIORT AI~T WAYS, 

(1) RACE DISCRIMINATION 

IT HAS COlMlNLY BEEN ASSUMED THAT RACIAl 01 SCRI Ml N.ATI ON 

MAY .BE PREVALENT IN MJRTGAGE CREDIT AND OTHER TYPES OF LOANS 

REQUIRING PERSONAl INTERVIEWS BUT THAT VERY LITTLE RACIAL 

DISCRIMINATION TAKES PLACE IN OPEI~·END, RETAIL CREDIT TRANS

ACTIONS WHERE THE APPLICATJON IS USUALLY SUBMITTED BY MAIL, 
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. BASE!: UPQN INFORt\ATIO:• GATHERED AT THE FTC, HJWEVER, IT NOh' 

APPEARS TH,\T RA.CIAl DISCRlf1ItiATI~N JU RETAIL CREDI~ MAY BE 

MUCH ,.ORE W IDES?~EAD THAN WAS PRE VI OUSL Y SUSPECTED. 

To ASSESS THIS PJSSIBILITY, WE WILL BE PARTICULARLY 

JNTERESTED IN THE WAY THAT ZIP CODES ARE SEING USED IN CREDIT 

· SCORING SYSTEMS AND HOW VAl~ES ARE ASS IGNE~ TO THEI'L• BY COM-

, PARING SUCH ZIP CODE IUFORt\ATION WITH CENSUS TRACTS, WE MAY 

FIND THAT THE USE OF ZIP C~DES AS A CREDIT SCORING SYSTEM 

RESULTS IN A DISPROPORTIONATELY LI.RGER NUMBER OF REJECTIONS 

FOR BLACKS THAN FOR WHITE APPLICANTS, UNDER THE EQUAL CREDIT 

OPPORTUNITY AcT IF A CREDITOR'S P~LICY, NEUTRAL ON ITS FACE, 

HAS DISPROPORTI~NATE ADVERSE EFFECTS ON MEMBERS OF A PROTECTED 
~ 

CLASS, IT MAY VIJLATE THE LAW UNLESS THE CREDITOR HAS A 

COMPELLING BUSIN~SS NECESSITY FOn THE POLICY AND UO OTHER, 

LESS DISCRIMINATORY r1ETHCD IS AVAILABLE TO ACHIEVE THE SAME 

OBJECTIVE, 

(2) SEXUAL DISCRIMINATION 

OuR INVESTIGATION WILL ALSO PROBE FOR REPRESENTATIVE 

TYPES OF PRACTICES THAT DISCRIHINATE Of~ SEXUAL GROUNDS. FOR 

INSTANCE, DO CREDIT CARD CJMPANIES GIVE DIFFERENT TREATMENT 

TO THE SAHE OCCUPATIOUS BASE::> UPON SEXUAL DIFFERENCES? ARE 

WAITERS Gl VEN BETTER Ti1EATME:~T THAN WAITRESSES? JO CREDITORS 

USE DIFFERENT STANDARDS IN WRITING CREDIT HISTORIES FOR F-1E~ 

AND WOMEN? ARE MARRIED WOMEN .IN COMMUNITY PROPE~TY STATES 

RECEIVING lESS THAN EQUAL TREATMENT? AlL OF THIS AND MORE 

MUST BE EXPLORED, • 



  

 
 

 

 

    
         

         

            

          

          

       

        

          

         

    

        

           

         

         

         

          

    

      

       

        

             



   

 

       

           

           

        

          

            

            

        

            

       

        

           

          

             

          

           

          

         

            

           

           

        

     

 

 



 

      
             

   

        

             

           

         

         

         

         

       

        

          

         

          

      

          

           

           

           

     



          

         

        

         

         

          

 

   

 

 


