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CONGRESSMAN DANIEL K. AKAKA

SPEECH TO THE HAWAII CREDIT
UNION LEAGUE

LIHUE, KAUAI

APRIL 23, 1982

THANK YOU VERY MUCH. I AM BOTH PLEASED AND HONORED TO
BE WITH YOU AT THE 44TH ANNUAL MEETING OF THE HAWAII CREDIT
UNION LEAGUE. I WANT TO TAKE THIS OPPORTUNITY TO CONGRATULATE
YOUR PRESIDENT, ED LEONG, ON HIS ABLE LEADERSHIP AND PAST
ACCOMPLISHMENTS. MY CONGRATULATIONS ALSO GO TO YOUR CHAIRMAN,
DOROTHY PUNG, FOR HER OUTSTANDING WORK AND THE LEADERSHIP ROLE
SHE HAS PLAYED IN YOUR ORGANIZATION. I'M SURE YOU HAVE ALL
HEARD THE SAYING THAT GOOD ORGANIZATIONS NEED GOOD LEADERS...
WELL, THE CONVERSE IS ALSO TRUE--GOOD LEADERS NEED GOOD
ORGANIZATIONS IN ORDER TO ACCOMPLISH THEIR GOALS. I'M HAPPY
TO SAY THAT.YOURS IS ONE OF THE RARE ORGANIZATIONS WHICH HAS
BOTH, WHICH ONLY SERVES TO REINFORCE THE NOTION THAT "GOOD
ORGANIZATIONS MAKE GOOD LEADERS MAKE GOOD ORGANTIZATIONS."
EACH OF YOU IN THIS ROOM IS RESPONSIBLE FOR THE SUCCESS AND
STRENGTH OF THE HAWAII CREDIT UNION LEAGUE TODAY.

‘As I'M SURE MOST OF YOU KNOW, WE ALSO HAVE WITH US A
MAN WHO HAS SPENT COUNTLESS YEARS LOBBYING'FOR THE INTERESTS
OF CREDIT UNIONS. MANY OF YOU KNOW HIM ALREADY. FOR THOSE
OF YOU WHO DON'T, I'D LIKE TO CALL YOUR ATTENTION TO MR. JIM
BARR, THE EXECUTIVE VICE PRESIDENT OF THE CREDIT UNION NATIONAL
ASSOCIATION IN WASHINGTON. LIKE ALL GOOD LOBBYISTS, JIM BARR

KNOWS HOW TO THINK ON HIS FEET. ONE DAY JIM WAS ASKED TO LUNCH

WITH JIMMIE MALLOY, THE DOORKEEPER OF THE HOUSE OF REPRESENTATIVES.




THE DOORKEEPER TOOK JIM TO A VERY POSH WASHINGTON RESTAURANT.
WHEN ORDER FOR COCKTAILS WERE BEING TAKEN, JIM ASKED THE
WAITRESS FOR HER RECOMMENDATION. 'WE HAVE A LOVELY COTE DU
RHONE, " THE WAITRESS REPLIED. ' AH, JIM SAID, "I'VE ALWAYS
WANTED A COTE DU RHONE. I'LL HAVE ONE,' HE ADDED. IF JIM
WAS SURPRISED WHEN THE WAITRESS BROUGHT HIM A GLASS OF WHITE
WINE, HE CERTAINLY DIDN'T SHOW IT. WHEN JIM'S COLLEAGUES IN
WASHINGTON TELL THIS STORY, THEY NEVER FORGET TO ADD THIS:
UNTIL THAT VERY DAY, JIM BARR THOUGHT A COTE DU RHONE WAS AN
IMPORTED FRENCH JACKET. IT IS CLEAR TO ME THAT A MAN WHO CAN
THINK ON HIS FEET IS WORTH HIS WEIGHT IN GOLD IN WASHINGTON.
THE ONLY DANGER IN LETTING HIM COME HERE IS THAT HE MAY LIKE
KAUAI SO WELL HE MAY NEVER WANT TO RETURN TO HIS JOB IN
WASHINGTON. AND NONE OF US CAN AFFORD TO LET THAT HAPPEN.

AS YOU MAY WELL KNOW, THE CREDIT UNION AS A FINANCIAL
INSTITUTION IS A RELATIVELY NEW PHENOMENON. IN THE COURSE OF
HISTORY, ALTHOUGH BANKING AS A HUMAN ACTIVITY IS NOT NEW, MEN
AND WOMEN HAVE ENGAGED IN BANK TRANSACTIONS FOR CENTURIES.
THE FIRST CREDIT UNIONS AS WE KNOW THEM APPEARED IN GERMANY
IN THE 19TH CENTURY. IT WAS NOT UNTIL THE YEAR 1908 THAT THE
FIRST céEDIT UNION WAS FOUNDED. AMERICA'S FIRST CREDIT UNION
WAS CHARTERED IN THE STATE OF NEW HAMPSHIRE. CREDIT UNIONS
WERE REGULATED BY STATE LAW UNTIL THE 1934, WHEN THE FEDERAL
CREDIT UNION ACT BECAME LAW. SINCE THEN, CONSUMER PARTICIPATION
IN CREDIT UNIONS HAS GROWN RAPIDLY; TODAY THERE ARE 20, 705
CREDIT UNIONS IN THE NATION, WITH 45.6 MILLION MEMBERS. NATIONWIDE,

CREDIT UNION ASSETS TOTAL APPROXIMATELY $79 BILLION. HAWAII HAS




152 CREDIT UNIONS' WITHIN ITS BOUNDARIES, WITA APPROXIMATELY

$826 MILLION IN ASSETS. MEMBERSHIP IN CREDIT UNIONS IN HAWAII
TOTAL 399,000, OR AéOUT 41 PERCENT OF THE ENTIRE POPULATION
'OF THE STATE. TO SAY THAT ISSUES WHICH DIRECTLY AFFECT CREDIT
UNIONS AND THEIR MEMBERS ARE IMPORTANT TO OUR STATE'S ECONOMY

IS AN UNDERSTATEMENT, AT BEST.

AS YOU MAY KNOW, RECENT EVENTS IN WASHINGTON WILL HAVE A

CERTAIN IMPACT ON EACH OF YOU IN THIS ROOM TODAY. JUST TwO

DAYS AGO, THE NATIONAL CREDIT UNION ADMINISTRATION——DR NCUA--
ANNOUNCED ITS INTENTION TO DEREGULATE THE CREDIT UNION INDUSTRY.
UNDER THE TERMS OF REGULATIONS WHICH WILL BE PUBLISHED IN THE
FEDERAL REGISTER EARLY NEXT WEEK, SHARE ACCOUNTS, SHARE DRAFT
ACCOUNTS AND SHARE CERTIFICATE ACCOUNTS WILL BE AFFECTED. NO
LONGER WILL CREDIT UNIONS BE STRICTLY REGULATED WITH REGARD

TO THE AMOUNT OF INTEREST THEY MAY PAY THEIR MEMBERS. MANY
HAVE HERALDED THIS DEREGULATION AS A MAJOR BREAKTHROUGH EOR

THE CREDIT UNIONS. I LEND MY WHOLEHEARTED SUPPORT TO THIS ACTION,
FOR I BELIEVE THAT CREDIT UNIONS SHOULD BE ABLE TO DETERMINE
THEIR OWN DESTINY.

THE RECENT DEREGULATION OF THE CREDIT UNION INDUSTRY IS

A REFLECTION OF TWO LARGER ISSUES IN WASHINGTON. THE FIRST

IS A RECOGNITION ON THE PART OF CONGRESS AND THIS ADMINISTRATION
THAT WE LIVE IN VERY DIFFICULT FINANCIAL TIMES. IN FACT, IT
WOULD BE SAFE TO SAY THAT WE LIVE IN TIMES OF SERIOUS FINANCIAL
DIFFICULTIES. IT IS CRYSTAL CLEAR THAT THE FEDERAL GOVERNMENT
CANNOT LEGISLATE THE ECONOMIC HEALTH OF THIS NATION. NO ONE,

NOT EVEN THE FINANCIAL WIZARDS WHO SURROUND THE PRESIDENT, .CAN




EXPLAIN OR PREDICT THE STATE OF THE AMERICAN ECONOMY. NONE OF
THE ADMINISTRATION'S FINANCIAL ADVISORS CAN BEGIN TO EXPLAIN
WHY, AT A TIME WHEN INFLATION HAS REACHED A LOW, INTEREST
RATES CONTINUE TO SOAR, SERIOUSLY WEAKENING OUR ALREADY

AILING ECONOMY.

THE SECOND ISSUE IS A DIRECT RESULT OF THE FIRST. THE
FEDERAL GOVERNMENT AND THE CONGRESS HAVE COME TO THE CONCLUSION
THAT THE TIME HAS COME TO MINIMIZE GOVERNMENT INTERFERENCE IN
THE PRIVATE SECTOR. THE COMMON EXPRESSION FOR THIS KIND OF
ATTITUDE IS: ' THE TIME HAS COME TO GET THE GOVERNMENT OFF THE
BACKS OF THE AMERICAN PEOPLE.'" THIS IS A REFLECTION OF A
LARGER TREND OF GOVERNMENT NONINTERFERENCE IN THE PRIVATE SECTOR.

FOR MY PART, I BELIEVE THAT IT IS PROPER TO APPLY THIS
PRINCIPLE TO THE CREDIT UNION INDUSTRY. CREDIT UNIONS ARE
RIGHT TO DEMAND LESS GOVERNMENT INTERFERENCE. . CREDIT UNIONS
ARE RIGHT WHEN THEY SAY THAT OUR AILING ECONOMY MAKES SUCCESSFUL
CREDIT UNIGON OPERATION A DIFFICULT TASK. AND CREDIT UNIONS
ARE RIGHT, WHEN THEY SAY THAT A HEAVILY REGULATED INDUSTRY
HAS TROUBLE RESPONDING TO THE SERIOUS CHALLENGES OFFERED BY NEW,
UNREGULATED COMPETITORS.

WITH THIS DEREGULATION, CREDIT UNIONS WILL BE ABLE TO
CONTINUE TO MEET THE CHANGING NEEDS OF THE AMERICAN CONSUMER

IN. THESE TIMES OF SERIOUS ECONOMIC STRESS. WITH THIS DEREGULATION,

N

CREDIT UNIONS WILL BE ABLE TO CONTINUE TO OFFER THIER MEMBERS

THE KIND OF PERSONAL ATTENTION AND FINANCIAL SERVICE WHICH HAVE
LONG BEEN THEIR SPECIAL TRADEMARK. FoRrR CREDIT UNIONS ALL ACROSS

THE FACE OF THIS NATION, THE CURRENT TREND OF FEDERAL DEREGULATION




AND NONINTERFERENCE IS CERTAINLY A WELCOME ONE.

BUT THE FEDERAL GOVERNMENT HAS RESPONSIBILITIES OTHER THAN
SIMPLE NONINTERFERENCE. EQUALLY IMPORTANT AS THE PRINCIPLE
OF GOVERNMENT NONINTERFERENCE IN AREAS WHERE GOVERNMENT DOESN'T
BELONG IS THE PRINCIPLE OF GOVERNMENT INTERFERENCE WHERE
GOVERNMENT DOES BELONG. AS MANY OF YOU MAY KNOW, THERE ARE
MANY BILLS PENDING IN CONGRESS WHICH UNDERLINE THE WORTH OF
PROPER GOVERNMENT INTERFERENCE IN THE LIVES OF QUR PEOPLE.

A GDOD EXAMPLE OF WHERE GOVERNMENT INTERFERENCE IS PROPER CAN
BE FOUND IN THE BANKRUPTCY REFORM BILL. THIS BILL REPRESENTS
NEEDED AMENDMENTS TO THE BANKRUPTCY LAWS CURRENTLY IN OPERATION
IN THIS COUNTRY.

‘THE AIM OF ALL BANKRUPT&Y LAWS IS TO BALANCE THE INTEREST
OF THE DEBTOR AND THOSE OF THE CREDITOR. JUST AS THE DEBTOR
RECEIVES PROTECTION FROM THE BURDENS A CREDITOR MAY WANT TO
IMPOSE, SO TOO THE RIGHTS OF THE CREDITOR TO BE PAID HIS DEBT
MUST BE PROTECTED. TRADITIONALLY, BANKRUPTCY LAWS HAVE BEEN
VTHE VEHICLE FOR MAINTAINING THIS BALANCE.

UNFORTUNATELY, AS IS OFTEN THE CASE WITH FINANCIAL REGULATORY
PRACTICE, A DRASTIC CHANGE IN THE ECONOMIC CLIMATE CAN VERY
EASILY CAUSE LAWS AND REGULATIONS TO LOSE. THEIR EFFECTIVENESS,
SHOULD THEY FAIL TO REFLECT THE ECONOMIC CLIMATE OF THE TIMES.

THIS IS PRECISELY WHAT HAS HAPPENED WITH OUR BANKRUPTCY
LAWS. THE FACT IS THAT IT HAS BECOME EASIER AND EASIER FOR
AN INDIVIDUAL TO DECLARE PERSONAL BANKRUPTCY. IT IS ALSO

TRUE THAT OUR ECONOMY, WITH ITS HIGH UNEMPLOYMENT. RATE AND

SOARING INTEREST RATES, HAS HAD AN OVERALL NEGATIVE INFLUENCE
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ON ALL INDIVIDUAL'S ABILITY TO PAY HIS BILLS, ESPECIALLY IF HE
IS ALREADY FINANCIALLY OVEREXTENDED. STATISTICS SHOW US THAT
THE INCIDENCE OF PERSONAL BANKRUPTCY IS DEFINITELY ON THE RISE.
NATIONWIDE, IN 1979, THERE WERE APPROXIMATELY 226,476 DECLARATIONS
OF PERSONAL BANKRUPTCY. IN 1980, THE FIRST FULL YEAR AFTER THE
PASSAGE OF THE BANKRUPTCY REFORM ACT OF 1979, THE NUMBER OF
BANKRUPTCIES ACROSS THE NATION ALMOST DOUBLED--TO AN ASTOUNDING
472,000. THE TREND WAS ALMOST IDENTICAL FOR HAWAII. 1IN 1979,
THERE WERE 582 BANKRUPTCIES IN HAWAII. BY 1980, THAT FIGURE
NEARLY DOUBLED TO 1,096 BANKRUPTCIES.

UNDER CURRENT BANKRUPTCY LAW, SOARING BANKRUPTCY RATES
CAN SPELL FINANCIAL DISASTER FOR CREDIT UNIONS. IN CASES WHERE
AN INDIVIDUAL DEFAULTS ON A LOAN, A CREDIT UNION HAS THREE
BASIC CHOICES. IT CAN PAY FEWER DIVIDENDS ON SAVINGS INVESTED
BY ITS MEMBERS. IT CAN CHARGE HIGHER LOAN RATES. IT CAN MAKE
FEWER AND FEWER LOANS AND TIGHTEN UP ON OVERALL LOAN REQUIREMENTS.
THERE 1S, HOWEVER, ONE THING THAT EACH OF THESE OPTIONS HAVE
IN COMMON; EACH ONE OF THESE OPTIONS HURTS THE BENEFITS THAT ALL
CREDIT UNION MEMBERS DERIVE FROM THEIR MEMBERSHIP. 0BvVIOuUSLY,
IT RUNS AGAINST THE INTEREST OF THE COMMON GOOD OF A CREDIT

UNION TO TAKE THESE KINDS OF MEASURES.

IN GOOD ECONOMIC TIMES, FINANCIAL INSTITUTIONS, EVEN CREDIT

UNIONS, CAN CERTAINLY ABSORB LOSSES INCURRED BY CLIENT BANKRUPTCIES.
As 1 HAVE MENTIONED, HOWEVER, THESE ARE NOT GOOD ECONOMIC TIMES.
FURTHERMORE, SINCE THE BANKRUPTCY LAWS HAVE NOT KEPT PACE WITH.
OUR ECONOMIC CLIMATE, AN EXCESSIVE BURDEN IS PLACED ON FINANCIAL

INSTITUTIONS LIKE CREDIT UNIONS. ACCORDING TO RECENT STATISTICS,




.

IN FULLY 40 PERCENT OF ALL PERSONAL BANKRUPTCIES, THE DEBTDé's
FUTURE EARNINGS ARE GREAT ENOUGH TO PERMIT HIM TO PAY SOME, OR
IN MANY CASES, ALL OF HIS DEBTS. PROPOSED REFORM OF OUR
BANKRUPTCY LAWS ALLOWS FOR THE CONSIDERATION OF FUTURE INCOME IN
GRANTING A DEBTOR RELIEF FROM HIS OUTSTANDING DEBTS. OTHER
SPECIFIC PROVISIONS IN THIS LEGISLATION, ALTHOUGH TOO NUMEROUS

TO MENTION TODAY, CALL FOR FURTHER REFORM TO RESTORE THE BALANCE
BETWEEN THE RIGHTS OF A DEBTOR AND THE RIGHTS OF HIS CREDITORS.

I LEND MY FULL SUPPORT TO THESE REFORM PRDPQgALS. FOR I
BELIEVE THAT OUR CURRENT ECONOMIC CLIMATE, WHEN COMBINED WITH'
THE LESS THAN STRINGENT RESTRICTIONS ON BANKRUPTCY, HAS CAUSED
THE BALANCE OF INTERESTS TO BE WEIGHED IN THE DEBTOR'S FAVOR.

-IN SPITE OF THE FACT THAT I LEND MY FULL SUPPORT TO THESE
TWO MEASURES--DEREGULATION AND BANKRUPTCY REFORM--I ALSO BELIEVE
THAT IT IS EXTREMELY NAIVE FOR ANYONE TO THINK THAT CONGRESS AND
THE ADMINISTRATION, BY ENACTING THESE MEASURES, CAN SOLVE ALL
THE PROBLEMS FACING CREDIT UNIONS TODAY. IN FACT, I wOouLD GO
ONE STEP FURTHER AND SAY THAT THESE MEASURES, DESIGNED TO RESPOND

TO FINANCIAL DIFFICULTIES AT HAND, ARE SHORT-TERM SOLUTIONS TO

A VERY LONG-TERM PROBLEM. AND THAT PROBLEM IS A PROBLEM THAT

SIMPLY WON'T GO AWAY, NO MATTER HOW MUCH WE wWOULD LIKE IT TO.
AS A NATION, WE HAVE COME TO RELY FAR TOO HEAVILY ON
CREDIT AS A WAY OF LIFE. WE HAVE COME TO RELY FAR TOO HEAVILY
ON THE FACT THAT WE HAVE, FOR THE MOST PART, OVEREXTENDED
OURSELVES BEYOND REASONABLE LIMITS WHERE CONSUMER CREDIT IS
CONCERNED. THIS IS A RELATIVELY NEW TREND IN AMERICA'S

FINANCIAL HISTORY AND ONE WHICH WILL CERTAINLY HAVE A LONG-TERM




EFFECT ON OUR ECONOMIC VITALITY, RIGHT DOWN TO THE HOUSEHOLD
OF EVERYONE IN THIS ROOM.

IF WE TAKE THE CASE OF BANKRUPTCY, AND IF WE LOOK AT THE
HISTORY OF PERIODS IN WHICH THE INCIDEN&E OF BANKRUPTCY WAS
EXTREMELY HIGH, WE DISCOVER THAT THE NATURE OF BANKRUPTCY IS
A CYCLICAL ONE, IN THE BROAD CONTEXT OF U.S. ECONQOMIC HISTORY.
THERE CAN BE NO SERIQUS DEBATE THAT THE RATE OF BANKRUPTCIES IN
THIS COUNTRY RISES WHEN THE ECONOMY IS BAD, WHEN UNEMPLOYMENT
IS HIGH AND WHEN INTEREST RATES ARE HIGH. THERE HAS, HOWEVER,
NEVER BEEN A TIME IN THE HISTORY OF THIS COUNTRY WHEN CONSUMER
DEBT HAS BEEN AS HIGH OR HAS RISEN AS RAPIDLY AS IT HAS TODAY.
BETWEEN 1970 AND 1981, TOTAL CONSUMER DEBT GREW BY 214 PERCENT.
DURING THAT SAME PERIOD, OUTSTANDING NON-MORTGAGE CONSUMER
CREDIT SHOT UP BY 174 PERCENT. AND, DURING THAT SAME PERIOD, THE
INCREASE IN PERSONAL BANKRUPTCIES SHOT UP 70 PERCENT. IF vyou
THINK ABOUT THIS FOR LONG, THE FIGURES ARE FRIGHTENING, FOR THEY
MAY VERY WELL INDICATE AN IMPENDING COLLAPSE IN QUR TRADITIONS
OF FINANCIAL MANAGEMENT.

EACH ONE OF YOU IN THIS ROOM HAS AN OBLIGATION TO THINK
SERIOUSLY ABOUT THESE TRENDS AND TO ENCOURAGE YOUR COLLEAGUES,
FRIENDS AND FAMILY TO DO THE SAME. WHILE IT IS CLEAR THAT THE
CONGRESS AND THE ADMINISTRATION CAN REGULATE OUR FINANCIAL
INSTITUTIONS, AND THUS THE ECONOMIC CLIMATE TO SCOME EXTENT,

IT IS ALSO CLEAR THAT THE ULTIMATE RESPONSIBILITY FOR OUR
FINANCIAL ATTITUDES TOWARD OQUR LIVES AND THE RESULTING LIFE-STYLES
THESE ATTITUDES CREATE LIES WITH EACH DF us. THIS RESPONSIBILITY

LIES WITH THE PEQOPLE OF THIS COUNTRXF.WITH YOU, WITH ME AND WITH




EVERY DECISION MAKER IN WASHINGTON. WE MUST WORK TOGETHER TO
INSURE OUR FAMILIES, OUR CHILDREN AND THEIR CHILDREN OF A STABLE
ECONOMIC CLIMATE. IF WE FAIL, WE HAVE ONLY OURSELVES TO BLAME.

THANK YOU VERY MUCH.




