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By Thomas B, F:I;.qll and Alisan Museatine

HATEVER THE FINANCIAL fall-

out from Maryland's -savings and

loan crisis, it is certain to write a °
new act in the long morality play that opened
more than 20 years ago when a new “good .
government” reform wing ¥ the Demo-
cratic Party “began challenging “good " ol’
boys' who were. treating pnlll ics as a vehicle
for personal profit and gain. :

More than the fraditional strugglé be: :
tween Republicans and Democrats=the non- -
partisan tug of war between spoilsmen and
thase who advanced their political careers by
prosccutmg corruption has determined the -
vourse ol state politics for more than a gep- *
eralion, P ——

Uver the past 25 vears, the balance of
power in Mafyland has shifted hack and
forth four times between reform factions andw
the patronage-minded grdup that semetimes
stepped over the line. And throughout this
penod, fhe state's financiabamititutions and
their regulators consiste have been in
the thick of the action. /LH\ ‘

At the moment, the refn jang domi-
nates slate government, but tife future of its
leaders, Gov."Harry R. Hughes and Attorney. |
General Stephen H. Sachs, could well hang |
on their handling of the savings and loan
CTISIS. . -

“It is like history revisited,” !
SenJoseph D, Tydmg'. (D—MM
hm clective career breaking open a Marvland |

ngs and loar scantial nrthe early 19608.—

Ithough it 1§ impossible to pinpoint the
exact date when the highly complex relation-
ship between the politics of Maryland and
the lending industry began, one of the most
significant events occurred on Preakness')
Iy 1959 at the Pimbicor Race Track
nurthwest Baltimure.
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There, two influential members of the Bal-

= Aimore County Democratic machine met and

discussed plans to form a company that
would change Maryland politics. The two
politicians, House Majority Leader A@Gor-
don Boone and House Banking Committee
vice-chairman Charles F. Culver joined with
out-of-state financiers to set up the Securily
Financial Insurance Corp., an underfjnanced
cumpany that gave depositors in shaky sav-
ings and loans the illusion of financial securi-
tv. The scandal that led to the demise nf
SFIC -also pretipitated the creation in 1962
ol the Maryland Savings-Share Insurance
Corporation, whose existence is now threat-
ened by the latest Maryland savings and Iban

en created. SFIC was the only stare
d private commercial insurance
COMPANY arvland, a position that al-
lnwed it to fraudulently drain money out of
the state's unregulated savings and loan in-
dustry. The scheme also allowed elected oi-
ticials and privatg investors in SFIC and m
the savmgs™hssgCiations to collect high pre-
iums and lega for their services,

SFIC was the” continuation of a time-hoy-
ared Marviand tradition allowing politicinns
o enrich themselves and their {riends
pubhic expense. And the paliticians wha were
mvolved in the scheme met a fate that also
hits became & Marviand traditon: They went
in gail. At least 10 elected officials have fal-
lowed this route m the last 20 vears,

For twi ather members of the Marviand

House aof Delepates, however, creation ol

SFIC was a entically impartan! step in the
chimb to higher office, One was Joseph Ty
dings, an mrensely ambitious, white-knight
retarmier. The other was Marvin Mandel,
ammutive northwest Baltimore Lowver with
anmstinetive ondeestanding of the comee
fum between monev, legishiton ane st
regulaton,

I many reaprects, Tvdugs el Manbel
personified the fundamental confliet n Mary-
land between those who saw winmng ehe -
nuns as aoway o reforme government aned
those whe used government ta help out then
triends and  backers. For more than 10
vears, s theme domimated not only the
poliies of the stte, but the polites ar e
state savigs ind s mdustry, which - now
tacing a critweal uncture for the second L
i 25 yeirs,

Concern wbont fingncil trouble ar Ol
Court Savings and koan Assoomtion wm Balti-
uiee Caunty, one of Hie 102 stite-repulited.
s assuctttions, and the eirlier S &L
erisis in Oluw, led w0 ron on deposits tha
Vhreatened to engull asmy of the savigs el
listns covered by the Marylind AUITIES
Shire Insurance Corp. To prevent wili-
spfead-eablapse, Hughes bas restrered withe
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rlrawa.ia' from MSSIC-insured savings asdoci-
ations and is seeking emergency legislation
that completely revises state regulatifin ol

the mdustry.

O porary struggle has his roots.in the
early 1960s politics of Baltimere

County and in the regulation of the ending

ndustry, Attorney General Sachs, who s,

now leading the charge in the investigatioo

i 0
ne of the mam players in the contem-

uf the thrift institutions, cut his teeth as an _; __

assistant U5, attorney working for Tydings.”
And 1t was Sachs who conducted the suc-
cessful 1062 prosecution of Gordon Boone
on charges of mail fraud,

Just as the savings and loan scandal of the
varly 1960s propelled Tydings' career rom
the House of Delegates to U.S. attorney and
finally to the U.S. Senate in 1964, the cur-
rent chapter i the listory of lending institu-
tions m Maryland could determine the sue-
vess or failure of Sachs' bid to win the gover-
narship in 1986,

As if to underscore the continuity of sav-
ings and loan difficulties from one decade tu
the next, the firm of Washington attorney
Edward Bennett Williams represents Old
Court Savings and Loan, which has been
taken over by stute regulators. It was Wil
liams who e twuivd Alabama Congressman
Frank (' Evr\'\-‘hmlv Is ‘Made For Love'§
Hoylan (11, wha was charged and convicted
w connection with the 1960s Marylind scan-
dal.

In the present crisis, Sachs has sid his ol-
bee s considermg an investigation of possi-
hle eriminal misconduct in the general area
ol conflict-of-interest,” referring to allega-
tions of insider dealings by sivings-and-loan
officers, Noandividual has been accused, -

The 19680= scandals, on the other hand,
prew oul of a lick of stare regulition that -
vited profitecrning and pr:ll!yl] manipulation
and ended momdwiments,

Just s Booane amed Culver were setung up
Seconty Financal Insurance Corp., a host of
(maneial wheeler-dealers from as g away as
Flonda, Chicago, ldabo and Utah began set-
tng up S & Ls n Maryland, the only state
without regulation. In 1960, the height of
thes oo, 174 new Maryland saving il
Inan associatns were el . MX Lunes
thes ttal for the previos dec &

s prosntdingl gronicks ranging from
TV sets o mimk couts todraw g eash, 27 al
the= thritts went 1o SFIC for msurance Tl
for the acquisition of some, mflgentsal polin-
vilt contacts), while 1249 others — the over-
Whelnmng  magonty had  no msurinee
wihtntsiever to protect deposittors.

In the nudst ol the expamsion, however,
there were alreidy strong signals that the
industry was dangerously feagile, but cegola-
tory efforta el by Pydings in Hhe skt legs-
linre: weere blocked. Onectallrepuliting the
associtions passed the legshiture i 1960,
bt was vetmedd by then-Care, I Millired

“Tawes. The next vear, several bills went be-

fore the Ways ool Means  Commibles,
clanred by Bomw, where  subcommittee
clarnia Marvie Mandel, by then i attor-
ey e several new savings -I‘hl!Llrlllﬂl\‘\
aretly weitkeneth tee theust of ' the mers

SUres, . e 0

A First Capntol Sagygs and Luau jn Bal-

timaore, which Tivl advertised inter

Loally and offeped exceptionally high inter-
estoptes to el depesing, w('nf lhlllkrllpt)
Tawis called i specinl session of the legisla-
ture i TYGRD o eiact reforins

<At the same b, Tydings was appointe n
LS, attorney for Maryland, Almost mmedi

55 & La began Lo go under (in L1960,

ately, his office inibifted an jovestigation into 3

charges tat officiils of SFIC and a number
of savings and loas comminted madl fraud by
laiming that deposits woukt be-well covered

by insuranee. One of the first assistimts Ty: =

dhngs hired-to-help-conduet Uhe=ingufty wis-
Sachs, then just o year out of Yile -Law

_School. AT

In auick orded, SFIC folded. but Boone

was reelected tu the House o llelug,utc\’\@ considered Mandel a serious guberna-

1962, When the legislative session began
Januarv 1963, Boone was elected House
speaker. Six weeks later, Boone, Culver and
four ather mvestors i SFIC were indicted
by a federal grand jury on nine counts of mall
fraud. Arrested on the stone steps of the
state capitol in Annapolis, Boune gave up the
speakership but, as s colleagues cheered
him on, vowed to peturn 1o the poweriul pos)
once vindicated,

The next vear. 196.4, Tvdings succeasiully
prosecuted Congressmen Thomas® Johnson
(D-Md.) and Bovkin on charges nf conspiring
to use their mfuence to persuade the Justice
Departmenl to drop its case against a busi-
ness associate connected with the Marviand
savings and loan fraud <chemes

In the process. Tvdings gamed extensive
favarable pubhoity. Later that vear, he res
sagned from the U5 attorney's offiee -t
begin his suceessful campien tor the [0
Senate  With Sachs =tepping in oa~ Jeard
prosecutor, the Honte cise was trwed w
1964, culmimsting ma convictm atd three-
vear prison seftence, of which Boooe served
13 megths

The prosecution and Tvidmgs =ivcess
the polls marked 5 high pounr for thee reform
wing of the Marvisml Democratie Party, It
quickls&iegan oo deeniill Onee ot
Tudings did httle 1o enenzage ather retorm
ers 10 win desser offices an Marvhoul, prefer
ring instead tooatay ool from <taite battles
Maore mportantly, however, the conviiun
of Boone created o sudden vacuum of power
m the state, which wa= promptle filled by
Marvin Mandel, the pohtieal antithesis ol
Tviings and Sachs

Mandel replaced Boone
i 1964 and then, m one of the grand flukes
uf plitics, became govervor when Spra T
Apgrew left the post in TUGY to assome the
vice presidency under Hichiard M

e~ house apedket

Nixom

Uneer normal crrcumstances, o ane wonll

{

JOSEPH D, TYDINGS

tonal candidate; but he was able to first win
the post by vote of the state lemslature
where, as speaker, he controlled a majority.
While the reform movement waned in the
algfrmath of the savings and loan scandal,
Mb and some of his financial backers
hegan ta gain firm control of state govern-

ment, through authority aver consulting con- |

tricts, msurance of state buldings and proy
erts, the allotment of race track dates and
und “extras’ on state construction proj-
vets. Working with Harry and William Rodg-
ers, W, Dale Hess and Irvin Kovens, Mandel
turned-campaign fund rasing into & powerful
polinical weapon, scaring away potential op-
ponents when he faced election in 1970,

It was in this context that*the lending m-
dustry emerged agam as a source of contrn-
versy. In 1973, a bref Mareup developed -
over charges by George Delaplame, a Fred-
vk, Md., newspaper publisher, that inves-
tirs an newlv-chartered Francis Scont Key
hank n western Marviand sold shares to
Fiess and used the law [irm of Mandel's son

10 gain favorable treatment
A oul of Mandel's unsuccessful attempt
1o appoint Joel Kline, a 31-year-old
Montpomery County mullionare  developer
anel nwagor CIAMpUEn mntrlbumr. s state
hanking commmssioner, Amid protests trom
state senators, Mandel !‘lmp')l tl the appomt-
et
The pobnwal culture fevived by Mandel,
however, proved to be fertile grnunrf tor the
extravigant financial schemes dreamied up
by Khinel By 1974, Khine (who later boasted
“there probably sa't a white collar crime |
faven’t been anvolved o other than for-

much more, explosive scumdal grew

pery”) adoitted o Lbundenng momey and
birtknngr [Jolltu'l;m.-i m oreturn lor pnl:iu al
Iavars.

Armed wath thousands ol J-be-5 virda

vath mimes of Ins contacts, Khine became o
Jendh povernment witness” i the trals thin

led 1o the convictions of 3 promneat savings
= and loan presicdent aned Balumore County Ex-

ceutive Dale Anderson. Kline told prosecu-
tors that he undered $25,000 for Ander-
som, who was convicted of extortion :nr[ TH-
curme Ui vvasmon,

o the eontinuing struggle between re-

formers and the patronage crowd, the as- |

cendant Mandel organization was crushed in
the: mid-19705 by the S, attarney’s office
i investigation conducted largely by Bar-
ot 1) Skolnik, a protege of Soels, Skoluk

= s such A ldmnrer of Saclsthat be had de-

vieloped o similar speaking style and hand
geatures, The prosecutoril destruction of
the Mandel wing of the Demoeratic Party
wits tlevastiting, resulting m Mandel, Hess,
Kovens and the Rodgers brothers all going
e Jaid on i) Traud charges linked to East-
ern Shore lind deals, lnsurance contraets
and Giveritism Lo race tricks.
In the-decade-sinee then, the celurm wing
the  Democratic  Party has  dominated

ol

© Maryland politics. Hughis, who-resigned as

secretary of transportation during the Man- T

el admimstration in protest, ran as a prope- ™
nent of clean government and has hefd the
governorship for two terms. Sachs, m tyrn,
was elected attorney general im 1978, and
now has his eye on the governorship. In Bal-
timnore. County and the southemn third of
Baltimore city, there are just the vestiges ol
the old-guard machine; in Balt unty,
the Regpublican Party is making gains.

In certain réspects, the current fiscal
risis facing the state savings and loan indus-
try reflects the continuing power of ‘the re
form movement in Maryland politics. Unlike

the scandal of the early 1960s, there is no —

evidence to date of corrupt participation b
high-level elected officials profiting from tie
regulatory process, Instead, the crisis ap-
pears to have grown out of the failure of the
reforms of the 1960s to cope with the finan-
cial realities of the 1980s, and the potential
lor mismanagement to threaten the deposits
of Ihr-um'lndsu)y'nvers. .
The curred crims does, however, llus- 3=
trate the continuing Ik between the for-
tunes of the lending industry and of top offi-
vials, The political t@tre of House Spéaker—
Henamin Cardin — a possible rival of Sachs
m the 1986 Democratic gubernatorial pri-
miry — will be damaged by the mere fact
that s cousin s a nunority stockholder m
Old Court Savmgs and Loan. For Hughes,
who s considering a Ind for the U.S. Senate
sestt held by Charles MeC. Mathias Jr. (R-
Mel.J, s pohiteal Guture 1 nding on his abil-
iy Lo deinl wath sugry depositors unable o
gt their money out of S & Ls becaidse of
Hughes' emergency orders, Sachs, who won
the attorney general’s office as a-proponent
aF comstnner pr:m-.‘tinn_ now faces a sevére
test of that comnutment. Like Tydings, his

mentor nearly 25 years ago, Sachs may find

the outcome of his bid for the higher office
determined by bis abihity to protect the ngw.
Abreatened=depasttors from - imineinl disis-
Ler, . .
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