Branch closings have become a hot consumer advocacy issue
doesn’t help when highly inaccurate branch-closing data is reported. This
observer 1nsists that we should
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everal recent articles on the new
consumerism  movement  in
banking have relerred o the in-
creasing [requency of branch closings
by financial institwtions. This form of
“debranching,” in contrast to branch

criticism by consumerists and others,
Such criticism potentially can play an
iogpoctant role o influencing  policy
muking at fimancial institutions, espe-
cially if it is ¢ i constructive lype. But
comstruetive criticism must be based
upon sound and rational logic and,
more important, factual data.

An example of where this Latter ele-
ment did not exist involved a case of a
significant overstateament of the nuni-
ber of brunch closings in New York
State, Some time apo, Mewsday, A
Long Island newspaper, proclaimed a
*phenemenal change in the way banks
do business” because they are “shutting
down branches. . .like never before,”

Newsday quoted FDIC statistics that
Mew York banks closed 363 branches
in 1982 butl opened only 65. This sug-
gested net Joss of 300 branches in onc
year meant that bankers were closing
more than five and one-hall’ times the

sales or swaps, has been the subject of |

S .

number of branches they were opening.

The article contained  interviews
with bankers, customers, merchants,
conswmer group representatives, and
even the Stale Assembly Banks Com-
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mittee chairman. The startling st stics
were picked up by at least one nition-
wide publication. ‘The conscquence —
a serious black eye for the banking in-
dustry, and potentially adverse impli-
cations to state and Federal legislators.

Unfortunately, no one at Newsday
theught to check those statistics. Had
ey done so, they would have learned
that 1982 was the year the FDIC
stopped counting remole service EFT
facilities (e.g., off-premise ATMs)as
"branches" and, conscquently, e
moved them from their branch-struce
ture file. This statistical pelicy change
resulted in a substantial decrease in the
reported number ol branches in [982,

Both of the tbles in the publicly
available FDIC reports (Table 102
1982 Stasistics on Banking and Table 6
of Changes Among Operating Banks
arel Brauches, December 31, 1952)
from which Newsday could have ob-
tained the 1982 branch-opening/clos-
ing data for commereial bunks in New
York State, ¢learly stated this statistical
policy change in a footnoge,

In fuct, had Newsday read the foot-
note and checked the source data on
Table 9 of the second repert, they
would have been uble 1o determine that
there were actwally 19 commercial
branch closings {not 363) in New York
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State in 1982, An FDIC representative

who works on this report confirmed the
accuracy of the 19 closings (although
the agency subsequemly learned of
nine more closings for 1982, that are
reported in its 1983 report).

Because Newsday lailed to check on
the actual figures, all of its reported
! branch-vlosing dati lorthe 1978-81 pe-
riod were also overstated. But the rela-
tive size of the errors was nowhcere near
that for 1982. Again, the actual number
ol branch closings for these previous
yews could have been obtained from
the respective FDIC reports after mak-
ing an allowance for these classifica-
tion changes. all of which weye clearly
noted by the agency,

Other branch-closing, dita problems
can result from reported bruneh relogi-
tions (some of the more distant reloca-
tions actually represent a simultaneous
closing and opening): ollice soles/ex-
changes {that may be reported as clos-
ings); office downsizings (some of
which are downgraded 1o just an ATM
but are still counted as an office and

never reponed as a closing); closing of
adjacent andfor detached drive-in fa-
cilities (some of which may bave been
counted as branches); and changes in
an office’s status (z.g.. (rom o main
ollice 10 a branch or from a temporary
or scasonal Tacility to a permanent
one).
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Legislation must not
be based on
such biased

and inaccurate
reporting.

_

These and other branch-closing data
problems may be more difficult to de-
tect, but the responsible rescarcher
should cheek them out — even il il

| means examining them on a case-by-

case basis,

Considering the increasing atlention
being given to branch closings by con-
sumerists and others, carc should be
taken by all partics involved fo utilize
only factual data. Even though there
may be some difficuliies in oblaining
accurate branch-closing data in some
cases, these problems can be overcome
through carclul research. However,
there is no excuse for the reporting of
grossly exaggerated  branch-closing
statistics when the original data sources
lcave no reom for doubi

Unforunately, accuratc  branch-
closing data in the Newsday case may
not have made for as interesting a slory
— cspecially in @ stae that now re-
quires stale-chanered financial insti-
tions 1o provide a W-day public natil-
cation  with, among  other  things,
reasons for a branch clesing — amd in a
state where some ol its legislators have
called for new regulations making it
even more difficult to close branches,
and even @ moratorium on all branch
closings. ]
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