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Good morning.  My name is Janis Bowdler.  I am the Deputy Director of the Wealth
Policy Project at the National Council of La Raza 
Hispanic civil rights and advocacy organization in the United States, dedicated to improving 
opportunities for Hispanic Americans.  I oversee our research, policy analysis, and advocacy on 
issues critical to building f
consumer credit, auto lending, and financial planning.  Over the previous decade, I have 
produced a number of publications on related issues, including 
Credit Cards in Latino Households, American Dream to American Reality:  Creating a Fair 
Housing System that Works for Latinos
Practices in the Homebuying Market

 

For more than two decades, NCLR has promoted 
sustainable Hispanic homeownership.  NCLR conducts research and analysis on relevant public 
policy issues such as preserving and strengthening the Community Reinvestment Act (CRA) and 
the Home Ownership and Eq
fair lending laws, and expanding access to affordable credit.  In addition, NCLR is the only 
Hispanic-
and Urban Development (HUD).  The NCLR Homeownership Network (NHN) provided first
time homebuyer and foreclosure prevention counseling to more than 50,000 families last year 
alone.  Through these efforts, NCLR is working toward the advancement of Latino families
strengthening America by promoting affordable homeownership opportunities and ensuring that 
families facing foreclosure receive assistance.

 

Our subsidiary, the Raza Development Fund (RDF), is the nation s largest Hispanic community 
development financial
financing to locally based development projects throughout the country.
NCLR s institutional knowledge of how Latinos interact with the mortgage market, their credi
and capital needs, and the impact of government regulation on financial services markets.

 

CRA leverages private investment toward a fundamental public policy goal:  the fair and equal 
distribution of banking services in all neighborhoods, regardless of 
composition of its residents.  Established in 1977, CRA requires that regulated depository 
institutions safely and soundly serve the credit needs of communities where they conduct 
business in exchange for public investments su
in response to widespread redlining, a practice that severely restricted credit in minority and 
low-income communities.  It has since emerged as a critical investment and affordable lending 
tool, lauded 
banking and credit markets have changed dramatically since 1977.  Physical branches are not the 
only hubs for the delivery of bank services, and such services are delivered by
players than those covered by CRA.  CRA must evolve to remain relevant and effective in a 
dynamic marketplace.

 

                                        
1 CRA is intended to encourage banks and thrifts to help meet the credit needs of the communities in which they 
operate including designated low
operations.  CRA only applies to federally regulated banks and thrifts whose deposits are insured by the Federal 
Deposit Insurance Corporation (FDIC).  To learn more, please 
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This work has increased 
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Therefore, NCLR welcomes the opportunity to discuss ways to strengthen the law and its 
implementation.  In my remarks today I 
to its potency.  I will then focus on specific strategies regulators can employ to better leverage 
CRA to bring unbanked families into the financial mainstream.

 
Community Reinvestment Act

 

CRA was passed in 1977 to address clear evidence of discrimination and disengagement that 
manifested in tangible ways, namely, the refusal to lend and the lack of access to credit and 
banking services in minority and low
other fair housing and equal credit laws that prohibit discrimination against the individual, but is 
unique in that it places an affirmative obligation on private banks to meet the credit needs of the 
communities in which they do business
in exchange for federal benefits such as Federal Deposit Insurance Corporation (FDIC) deposit 
insurance and access to the Federal Reserve s discount window.  Opponents of CRA s goals and 
process h
lending.  In practice, regulators review financial institutions according to their size, require that 
lending and investment be conducted within the bounds of safety and s
substantial flexibility in the range of activities considered in the determination of an institution s 
rating.    

The leverage of private investment toward the public goal of ensuring that minority and low
income communities receive the
produced untold benefits to target communities, the covered banks, and the general public.  That 
said, CRA is facing a serious challenge as its potency and effectiveness have waned in recent 
years, and some question its necessity and relevance in the contemporary market.  NCLR 
maintains that the original social goals of CRA are still relevant
income, and unbanked households face broad and deep barriers to
deliberate intervention, would be insurmountable, inhibiting their progress toward financial 
security and empowerment.  

 

CRA s progress toward its stated goals is not to be discounted.  With increased regulatory 
attention 
communities, growing the share of their loan portfolios with CRA
similar growth in lending to low
institutions.  The act has helped to revitalize neighborhoods and enable nontraditional borrowers, 
including many Latinos, to access services and benefit directly from investments made by large 
mainstream banks that might otherwise have left the communit
been an important tool, albeit indirectly, in mitigating the effects of discrimination and disparate 
treatment of minorities, Latinos, and immigrants within mainstream financial markets.  The act 
has also prompted regulated ban
based organizations, which help advance banks goal of lending safely and affordably to low
income residents.  

 

Despite these important outcomes, developments in the U.S. financial market over ti
eroded the effectiveness of CRA.  While some argue that overt redlining appears to be a thing of 
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said, CRA is facing a serious challenge as its potency and effectiveness have waned in recent 

s, and some question its necessity and relevance in the contemporary market.  NCLR 
maintains that the original social goals of CRA are still relevant
income, and unbanked households face broad and deep barriers to
deliberate intervention, would be insurmountable, inhibiting their progress toward financial 
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CRA s progress toward its stated goals is not to be discounted.  With increased regulatory 
during the 1990s, banks covered by CRA increased lending activity in low
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similar growth in lending to low-
institutions.  The act has helped to revitalize neighborhoods and enable nontraditional borrowers, 
including many Latinos, to access services and benefit directly from investments made by large 
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treatment of minorities, Latinos, and immigrants within mainstream financial markets.  The act 
has also prompted regulated banks to establish and strengthen relationships with community
based organizations, which help advance banks goal of lending safely and affordably to low

Despite these important outcomes, developments in the U.S. financial market over ti
eroded the effectiveness of CRA.  While some argue that overt redlining appears to be a thing of 
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the past, research demonstrates that policy and practice within mainstream mortgage and credit 
markets continue to exacerbate inequality and racial/eth
income families, female
require more time and resources to underwrite, increasing costs for an institution to accurately 
assess creditworthiness and limi
that effectively and unnecessarily forces creditworthy borrowers into underregulated subprime 
lending markets that are beyond CRA s influence, where predatory lending has thrived.  This 
development has created a new set of challenges for those seeking to ensure affordable and 
equitable access to credit for low

 

Furthermore, regulators evaluate a depository institution s performance in certain geographic 
areas generally determined by the presence of physical branches and based on three key areas:  
lending, investment, and service.
many banks began conducting business well beyond the walls of their branc
institutions have acquired noncovered affiliates and expanded their customer base through new 
delivery channels such as agents, brokers, and the Internet, thereby broadening their reach 
without a proportionate increase in CRA coverage.  
concerns over grade inflation, questioning whether exams are sufficiently rigorous to hold 
banks accountable.  In the last five years, fewer than 2% of CRA exams have resulted in needs 
to improve or substantial n
credible threat to underperforming institutions.

 

CRA s diminishing influence over the development and delivery of financial products has had a 
devastating impact on local communities and fueled 
and type of credit available varies by geography and borrower characteristics other than risk.  
Meanwhile, demand for financial services has been growing, or at least holding steady, in most 
communities, especial
drive household growth through 2050.  As the presence of CRA
in certain neighborhoods, they leave a vacuum that is quickly filled by fringe financial provid
Neighborhoods once served predominately by depository banks have been inundated by offers 
and services from mortgage brokers and finance companies, subprime credit card providers, 
payday lenders, and auto dealer financers.  Such companies have proved
neighborhoods that are underserved by CRA institutions.  They have diversified their 
workforces, offered products that appear attractive to unsuspecting customers, and marketed a 
guaranteed yes tactics that banks have not employed
                                        
2 Service tests vary in scope depending on the size of the institution.  For more information, see Comptroller of the 
Currency, Administrator of National Banks, 
Handbook.  
(accessed April 13, 2010).
3 For a full discussion on how changes in regulations, such as 
consolidation have impacted the significance of CRA, see Liz Cohen and Rosalia Agresti, Expanding the CRA to 
All Financial Institutions, in 
(Boston and San Francisco:  Federal Reserve Banks of Boston and San Francisco, 2009), 134
http://www.frbsf.org/publ
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the past, research demonstrates that policy and practice within mainstream mortgage and credit 
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assess creditworthiness and limiting profit.  This higher cost has often resulted in credit rationing 
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lending markets that are beyond CRA s influence, where predatory lending has thrived.  This 
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devastating impact on local communities and fueled 
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in certain neighborhoods, they leave a vacuum that is quickly filled by fringe financial provid
Neighborhoods once served predominately by depository banks have been inundated by offers 
and services from mortgage brokers and finance companies, subprime credit card providers, 
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the past, research demonstrates that policy and practice within mainstream mortgage and credit 
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ting profit.  This higher cost has often resulted in credit rationing 
that effectively and unnecessarily forces creditworthy borrowers into underregulated subprime 
lending markets that are beyond CRA s influence, where predatory lending has thrived.  This 
development has created a new set of challenges for those seeking to ensure affordable and 
equitable access to credit for low-income and minority families.
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Neighborhoods once served predominately by depository banks have been inundated by offers 
and services from mortgage brokers and finance companies, subprime credit card providers, 
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workforces, offered products that appear attractive to unsuspecting customers, and marketed a 
guaranteed yes tactics that banks have not employed
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the past, research demonstrates that policy and practice within mainstream mortgage and credit 
markets continue to exacerbate inequality and racial/ethnic discrimination.  For example, low
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ting profit.  This higher cost has often resulted in credit rationing 
that effectively and unnecessarily forces creditworthy borrowers into underregulated subprime 
lending markets that are beyond CRA s influence, where predatory lending has thrived.  This 
development has created a new set of challenges for those seeking to ensure affordable and 

income and minority families.
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generally determined by the presence of physical branches and based on three key areas:  

However, as technology improved and regulations changed, 
many banks began conducting business well beyond the walls of their branc
institutions have acquired noncovered affiliates and expanded their customer base through new 
delivery channels such as agents, brokers, and the Internet, thereby broadening their reach 
without a proportionate increase in CRA coverage.  Finally, community leaders have raised 
concerns over grade inflation, questioning whether exams are sufficiently rigorous to hold 
banks accountable.  In the last five years, fewer than 2% of CRA exams have resulted in needs 

oncompliance ratings.4  As a result, the CRA exam is a less 
credible threat to underperforming institutions.
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devastating impact on local communities and fueled a dual credit market where the cost, scope, 
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in certain neighborhoods, they leave a vacuum that is quickly filled by fringe financial provid
Neighborhoods once served predominately by depository banks have been inundated by offers 
and services from mortgage brokers and finance companies, subprime credit card providers, 
payday lenders, and auto dealer financers.  Such companies have proved
neighborhoods that are underserved by CRA institutions.  They have diversified their 
workforces, offered products that appear attractive to unsuspecting customers, and marketed a 
guaranteed yes tactics that banks have not employed
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lending markets that are beyond CRA s influence, where predatory lending has thrived.  This 
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Finally, community leaders have raised 
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the past, research demonstrates that policy and practice within mainstream mortgage and credit 
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headed households, immigrants, and borrowers of color frequently 
require more time and resources to underwrite, increasing costs for an institution to accurately 

ting profit.  This higher cost has often resulted in credit rationing 
that effectively and unnecessarily forces creditworthy borrowers into underregulated subprime 
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tightly defined around the institution s headquarters, as many do not have a retail presence.  
Therefore, their assessment area may not capture the bulk of their bu
obtained via mail, Internet, or brokers.  

 
Basic banking services are fundamental to building financial sophistication and creditworthiness 
and are recognized as putting customers on a path to greater financial opportunity.  Basic 
banking services a term used throughout this section may include checking and savings 
accounts, checkless checking products, remittances, check cashing, starter credit, or credit
builder loans.  Once banking staples, these primary products are now consi
banks to maintain, especially for low
fewer cross
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heavily on mortgage lending, and for good reason.  Unfortunately, it is clear that the lack of 
focus on community services has been to the detriment of consumer credit and transactional 
accounts.  The FDIC foun
market segment in their service area, less than one
market.6  
do not reflect the dramatic changes in financial service models and delivery methods.  As a 
result, regulators have not compelled CRA
product design, or outreach that would connect families with bank ac
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Drawing underserved market segments into the
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products whose favorable characteristics are driven by economies of scale, such as 
The lack of competition often results in the proliferation of inferior products.  Knowledge 
from innovation is lost or never materializes.  Vacuums of information or shortages of 
sound products open the doors for misinformation, fringe financial pr
Marketing and outreach efforts are restricted.  Therefore, should a financial institution 
choose to facilitate banking services for the underbanked segment through investment in 
community banks or credit unions, for instance, the inves
enough to allow the recipients to overcome any gaps created by the inactivity of the 
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Investments in banking services should be community
purpose of expanding the availability of ban
bank or thrift does not have the expertise or capacity to deliver the types of products in 
demand in specific neighborhoods.  Consequently, an investment strategy (as opposed to 
a direct delivery strategy) must by 
needs of the target market.  To achieve this objective, banks and thrifts must justify their 
strategy with data, statements from local leaders, proof of product demand or uptake, and 
program evaluations, amo

  

Exam criteria emphasizing innovation and diverse delivery mechanisms should 
extend to the investment recipient.  
have discretion as to where their investment is placed.  Therefore, they sh
some responsibility to ensure that their deposit or line of credit is truly facilitating and 
improving access to banking services.  It would be inappropriate to grant credit for an 
investment that the receiver uses for purposes other than fi
that does not benefit the target market

  

Investments should be graded on performance.
improve the service test, performance rather than mere p
be the baseline for assessment.  While experimentation and pilot programs should be 
rewarded, ineffective or unnecessary financial tools should not be granted credit.  In 
keeping with current guidelines, credit should only b
delivery mechanisms that otherwise would not be provided by the mainstream market in 
adequate volume.

 

Building a New Strategy

 

These approaches can be implemented regardless of whether a given institution undergoes the 
full tests or streamlined versions.  Banks should be given credit for collaborating and 
complementing each other s strengths and weaknesses.  CRA s strength and key to longevity is 
its flexibility in implementation.  This flexibility must be met with robust
maximize results.  Revisions to both tests are necessary 
services,
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ensure that complementary efforts are self
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