7856

Although there is a righf-to-work law in
the State, and perhaps|in the constitu-
tion of the State, it was|not made an is-
sue in any court that weknow of.

Mr. Rose, the genergl manager of a
small electronics corporation in Florida,
told of not being allowedl to install a sc-
quencer. He had nonunion men. The
 installation part of confract was taken
away to “buy labor pehce.” By innu-
endo or by implication] Mr. Rosec was
told that if his compa instead of the
electrical union insist on installing
the equipment, there wpuld be a strike
on the cape. It was syiggested by one
union leader to Mr. Rosg that it was his
patriotic duty to capitulpte to the union.
Mr. Rose called it patrigtic blackmail.

It seems to me that in this case, too,
the enforcement machipery of existing

corrected immediately. |I know our in-
vestigators will contin to follow the
evidence wherever it is gnd that we shall
hold committee sessigns and public
hearings whenever the eyidence discloses
unsavory conditions. hope deeply
that our committee will shortly go into
executive session to tailpr proposed leg-
islation to meet the specific problems the
investigation has disclosed.

Beyond that, I again ¢xpress the hope
that the Congress, befare adjournment
this year—I hope befgre the end of
June—will pass legislatlon to make the
type of situations whicl{ have been dis-

recognize that the Ametican public has
made up its mind “fiyst things come
first” and that no selfish group has the
right to jeopardize the gecurity of every
American for temporary gain for itself.

EXECUTIVE SESSION
Mr. HUMPHREY. r. President, I
move that the Senate into executive
session for the consideration of the nomi-
nation at the desk.
The motion was agrged to; and the
Senate procecded to tHe consideration
of executive business.

SUPERINTENDENT OF THE MINT OF
THE UNITED STATHS AT DENVER,
COLO.

The PRESIDING OFFICER. The
clerk will state the nomination.

The legislative clerk rgad the noming-
tion of Fern V. Miller, of Colorado, to be
Superintendent of the nt of the United
States at Denver, Colo.

The PRESIDING OYFICER. With-
out objection, the nonfination is con-
firmed.

Mr. HUMPHREY. r. President, I
ask unanimous consent{ that the Pres-
ident be immediately notifled of the con-
firmation of this nomingation.

The PRESIDING OFFICER. With-
out objection, the Pregident will be noti-

fled forthwith.

Mr. MUNDT. Mr. |President, appar-
ently I am temporaiily the only Re-

publican Senator in the Chamber.

this nomination been

Mr. HUMPHREY. |Yes.

Has
eared?
This is the

nomination to be Supgrintendent of the
Mint of the United Staltes at Denver, and
it has been cleared wifh the minority.

Mr. MUNDT. 1 heq
loquy. I have no objeg

rd the carlier col-
tion.

LEGISLATIVH

Mr. HUMPHREY.
move that the Senatd
sideration of legislatiy

The motion was agd
Senate resumed the
legislative business.

SESSION
Mr., President, I
resume the con-
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consideration of
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States and its policies|
official words of our
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han through the

resident.

It is with the aforegaid facts pertain-

ing to the significan

and importance

of the Presidential nfws conference in

mind that I introduc

, for appropriate

reference, a joint resdlution authorizing
and directing the Jo|nt Committee on
Printing to print in fhe CONGRESSIONAL
Recorn a transcript pf cach Presiden-,
tial press conference hicld while the Con-
gress is in session.
Presently, only nine|newspapers in the
whole United States print the confer-
ences in their entirefy. I compliment
those ninc newspapels for their great
public service. Thus,|printing the con-
ferences in the CoNdrESSIONAL REecorp
will make them a readjily accessible pub-
lic document to Amerfcans, as well as to
our necighbors overseas.
Of course, this could be done by any
Scnator asking unanfmous consent at
any time following a] press conferelice
that the transcript bp made a part of
the ConNGrEss1IONAL REcorp. It scemed
to ine, however, it wohld be much more
desirable to have sole official action,
and to have the trgnscripts of press
confercnces made a rt of the ReEcorp
automatically, by passage of a joint
resolution, as I have iphdicated today.
These press confergnces will serve a
very valuable function for students, for
thought leaders, for cpmmunity leaders,
for editors, and otheils who are keenly
concerned about the cpurse of American
history.

Eiscnhower, direct quyotations required
the special permission| of the President.
Under the Eisenhowdr administration,
for the first time Presiflential press con-
ferences were rebroad¢ast on radio and
television, while President Kennedy has
contributed to the puyblic’s interest in
Government by condufpting live TV and
radio press conferencesp.

Of what greater importance is the
free, unedited communication system
between a President | and his pecople.
Only through a well-informed public
can a President hope [to attain the co-
operation so vitally cessary to make
a democracy work. However, this is not
a one-way strect, for in freely communi-
cating with the publid the President is
hetter able to ascertaint what the public's
opinion is on leading jssues of the day.

Furthermore, since pur great Nation
is a world leader, the juninhibited press
conference serves to inform while reach-
ing out a hand of friehdship across the
seas. In no better way can we promote
a clearer understanding of the United

It is essential for t
litical leaders of a

abreast of U.S. policy gtatements.
the CONGRESSIONAL IRECORD
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service for all educatlonal institutiols
and all media of comnmunication.

“TRUTH IN LENDING" BILL

Mr. DOUGLAS. Mr. President, on
April 27, 1961, on behalf of myself and
21 other Senators, I introduced the
“truth in lending” bill, which would re-
quire all lenders te fully disclose to any
borrower the cost of consumer credit
prior to the consummation of credit
transactions.

On Wednesday, May 3, a lengthy
speech was made by Scnator BENNETT ol
the Scnate floor attacking this bill.
There were a number of charges made
against the bill and its sponsors. I have
prepared a reply answering the major
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charges acainst the bill. I do not choose
to reply to those charges of a personal
nature which were included in Senator
BENNETT'S specch, since an exchange of
personalities is scldom productive and it
is better to let one's life and conduct an-
swer these imputations rather than to
refute them with words.

First. however, let me quote some of
the statements made in the speech in
opposition to this leaislation:

Those who embark on o crusade In the
name of truth take on themselves a great
moral obligation. They must search for
truth diligently with open minds—-—-minds
that «re Lot so prejudiced that they reject,
oppese, or lgnore all fuets that do not fit
into their conceived goal or purpose.

Is his hill, S. 1740, concelved and sup-
ported in the clear spirit of truth? Do its
requirements meet ils stated ohjectives?
Arce the examples used and the arguments
made to support {t clearly relevans, Intoer-
nally consistent, and free from concealed
purnose?  Spealing as o member of the
subcommittee on Banklng and Currency,
which heard a shimllar bill last year, my an-
swer 1o all of these questions would be an
unqualifled “iKo."”

Thosc who have read S. 1740 will have
no difficulty in understanding the pur-
pose of this bill. The remarks which I
made on the floor of the Senate at the
time of the introduction of this bill will,
I think, demonstrate that the examples
and arguments made in support of this
bill arc both rclevant and internally
consistent.

I shall not comment on the accusa-
tions of “prcjudice,” “ignorance,” and
“concealed purpose” levied against the
sponsors of this bill.

Howcver, the charges leveled against
the bill itsclf do require a complete and
detailed response.  Therefore, I have
prepared a reply listing the major
chargces raised by the Senator from Utah
and providing the facts which, it is sub-
mitted, refute Lhese allegations.

CHYARGE

It is charged that this “bill may con-
cecal an antibusiness bias, including an
apparcnt belief that businessmen must
be immoral, ipso facto.”

FACTS

Since this is a charge against all of
the sponsors of the bill, I shall not at-
tempt to answer this accusation on their
behalf.  Their record is a complcte
defense.

For my part, I expressed my own in-
tentions on the floor of the Senate when
S. 1740 was intrcduced as follows, and I
did so without any mental rescrvations
or any ulterior purposecs.

We want to correct a situation which has
exlsted for many years. We ask only for
Improvements In the future and are not
concerncd with apportioning thie blame for
the present or the past.

Let me make it perfectly clear that I am
not trylng to indlct the American business
communlty. Undoubtedly, the overwhelm-
Ing mnjority of lenders nnd sellers wish to
be completely honest and ethical. but In
pursulng the eluslve consumer at the retail
level, too many lenders have fallen into a
competitive jungle where survival scems to
have depended upon camouflaging, hiding
or understating the real price of credit.

The record of the hearings last year
clearly demonstrates that the majority
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of borrowers arc not fully informed
about the true cost of credit.

Mutual savings banks, credit unions,
legal aid societies, and better business
bureaus all testified to the abuses aris-
ing out of the nondisclosure of the cost
of consumer credit.

They also supported this bill.

Most of the reports from exccutive
azencies  last  year were favorable.
Many agencies recommended enactment
of this bill.

I cannot believe that these groups
would support legislation which concenls
an antibusiness bias including an ap-
parent belief that businessmen must be
immoral.

Also, Dr. Theodorc O. Yntema, vice
president in charge of finance, Ford
Motor Co., testifying before the Scnate
hearines on auto financing, stated:

The variety and complexity of inance and
Insurance arrangements and the charges for
tliiem are such as almost to defy compre-
hens!lon, It Is Impossible for the average
buver io appratse the rates for the flnance
and Insurance services offered as compared
withh alternatives available clsewlhere.

Is the vice president of the Ford
Motor Co., guilty of harboring *‘an anti-
business bias?”

CIIARGE

The ITurtd examples, presented in the testl-
mony, actually Involve fraud and other
crimes which are alreacly punishable by local
law.

FACTS

It is truec that some of the lurid ex-
amples presented in the testimony be-
fore the committee last ycar might have
been violations of State and local laws.
If they were not, they certainly should
have been, since they involved gross
fraud or exploitation, particularly of our
less educated and lowest income groups.

However, the majority of the examples
presented in the testimony were demon-
strations of misleading and deceptive
statcments of the cost of credit. Most
of these techniques of hiding credit costs
have been labeled “mislecading and de-
ceptive” by the Federal Trade Comimis-
sion.

However, I urge cvery Senator to read
the rccord of the hcecarings last year
and determine for himsclf whether this
charge is accurate. The hundreds of
pages of testimony about abuses in the
ficld of consumer credit are ample evi-
dence of the widespread use of tech-
niques to camouflage the cost of credit.
Furthermore the legal process is so costly
and time consuming that it is not an
adcquate remedy for those with limited
incomes and little leisure with which
to prosecute complaints.

CIIARGE

S. 1740 asks Congress to ignore these ele-
mentary commerclial facts. This s legis-
lative irresponslbility. ®* * * In fact, at least
31 States have passed laws dealing with
varlous types of merchandlse credit, inelud-
ing 1neasures establishing maximum rates
and compelllng comprehensive disclosure of
consumer credit charges, but in dollars or
monthly rates of scrvlce charge. They have
acted responsibly. They have known better
than to saddle the merchants of America
with the Impossible llabllity inhcrent in the
slmple annual requirement of the bill,
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FACTS

The majority of the States have passcd
laws requiring small loan companies to
state their charges in terms of simple
interest. Generally, these laws provide
that the simple interest rate must include
all charges incident to the extension of
credit. However, these lenders are per-
mitted to state the simple interest rate
on o monthly rather than an annual
hasis.

Over 40 States require State-chartered
credit unions to state their charges in
terms of simple interest. Again, the
simple interest rate must include all costs
incident to the extension of credit. The
simple interest rate is usually permitted
to be stated on a monthly, rather than
on an annual basis.

Most retailers disclose thieir credit
costs on revolving charge accounts and
simple credit plans tn terms of a simple
interest rate on the unpaid balance on
amonthly basis.

However, to my knowledge, no infor-
mation was presented to the Production
and Stabilization Subcommittee lo <t year
to indicate that any State law prevents
lenders from disclosing their changes in
terms of a simple interest rate on an an-
nual basis rather than on a monthly
basis.

Therefore, it should be clear that—

First. The majority of the States re-
quire the use of the simple interest rate
method of disclosing the costs of many
types of consumer credit.

Sccond. Where many State laws, in
rexard to the disclosure of the cost of
credit are silent, such as in the case of
charge account and revolving credit plans
of retailers, the established business
practice has been to use a simple interest
rate on a per month basis because it is
the casiest rate computation and dis-
closure method to use.

Most mortgage lenders disclose mort-
gagze costs in terms of a simple annual
interest rate.

Third. To convert a monthly simple
interest rate into a simple annual rate
only requires multiplying the monthly
rate by 12—there are 12 months in a
year.

Such a requirement does not appear to
me to be irresponsible, I find it difficuls
to construe this as saddling the mer-
chants of America with the impossible
liability inherent in the simple annual
requirement of the bill.

If rates can be quoted on a monthly
basis, why can they not be quoted on a
yearly basis?

CIARGE

I have considered it my duty to urge the
Congress to he especlally watchful of this
legislatlon. Its alleged banner of truth Is a
tempting one to follow. But this truth label
ts a deceptive cover for a misleading pack-
nge—a hidden bill trick.

It is then charged that this bill—
could not be enforced except with the nid
of a vast army of Federal price control bu-
renucrats. If rigid enforcement of S, 1740
were attempted It would burden the tax-
payer with heavy cost of a supersnooper
agency, bring both weakness and chaos to our
credit-based system of retall distribution,
and lessen, rather than increase, the con-
sumer’s knowledge of truth in lending.
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FACTS

Last year opponents complained about
the self-enforcing features of the bill.
A careful reading of section 7 of the bill
will indicate that this bill has been de-
signed to be self-enforcing with a
minimum of compliance burden or ex-
penditure. The bill permits the borrower
to recover from thc lender twice the
finance charge involved, up to $2,000 if
the lender does not disclose the informa-
tion required by the bill.

Of course these charges are not new.
Every time Congress has considered a bill
to require full disclosure or accurate
labeling of any goods or services, it has
been charged that such a requirement
would bring chaos to that industry.

The truth in securities or SEC legisla-
tion was opposed on these same grounds
over 25 years ago.

More recently the automobile price
labeling legislation was opposed on the
same grounds.

CHARGE

Finally, we come to the questlon which
should have basic and ultimate concern for
all of us, who, as I said at the heginning,
should be dedicated to truth in legislation.
Is the bill constitutional?

FACTS

This bill (S. 1740) does rest on a sound
constitutional basis.

The Legal Tender cases (79 U.S. 457
(1870)) support the following proposi-
tions:

First. The power conferred on Con-
gress by article I, section 8, of the Con-
stitution “to coin money, regulate the
value thereof, and of foreign coin” does
not limit by its terms the power of Con-
gress with respect to the currency.

Second. This power, coupled with (i)
the “necessary and proper clause,” and
(if) the denial to the States—article I,
section 10—of any power to coin money,
emit bills of credit, and to make any-
thing but gold and silver coin a tender
in payment of debts, vests whatever
power there is over the currency in Con-
gress.

Third. For an act to be constitutional
it is not necessary to show that it is in-
dispensable in order to give effect to a
specified power. Congress has the
choice of means to a permissive end.

From these general propositions one
may reasonably contend that a require-
ment by Congress to disclose the cost of
credit is an exercise of its power over the
currency; such disclosure having been
determined by the Congress to be neces-
sary in order to stabilize the economy
and protect the value of the currency.

CHARGE

It is charged that—

The language which describes the stated
objective of the blll conceals the true pur-
posc.

The alleged true purpose s later
identified. It is sald by the opponents
that—

1. The bill as drafted would require Fed-
eral regulation of the methods and proce-
dures by which merchants may extend credit.
Even the author of the bill denles this pur-
pose.

2. This legislation would require the
establishment of a full-blown Federal price
control agency to fix maximum cash cetling
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prices for every merchant and on every item
in every corner of the Unilted States, and
to compel the separate statement of the per-
centage credit rate,

3. The proponents of the bill have main-
talned n discreet silence on these points,
and although price control may not be the
ultimate objective of the bill, it is mean-
ingless without such control. This sllence
is understandable because it hides the un-
palatable truth.

FACTS

These charges thal the hidden pur-
pose of the sponsors of this bill is “the
establishiment of a full-blown Federal
price control agency” are certainly with-
out foundation. I think cveryone recog-
nizes tactics of desperation. When one
cannot find fault with thie substance of a
hill, the motives of thie sponsors are
questioned.

It is amazing to discover that this op-
ponent can read the minds and notives
of the 22 Senators sponsoring this legis-
lation with such complete assurance.

Nf eourse, anyone who has bothered
to read this bill can determine for him-
self whether or not there is one single
word in the bill to suggest or imply any
sort of Federal price fixing.

I do not claim any similar extra-
sensory  perception or omniscience.
Therefore, I cannot, and will not, at-
tempt to explain the rationale for these
accusations.

Furthermore, the language of this bill
which allows State regulation when Fed-
eral standards are completely met re-
futes these charges.

Section 6(b) of the bill:

G(b) The Board shall by regulation except
from the requirements of this act any credit
transactlons or class of transnctions which it
determines are effectively regulated under
the laws of any State so as to require the
disclosure by the creditor of the same in-
formation as Is required under section 4 of
this act.

Obviously any Statc can assume the
responsibility for administration of the
disclosure requirements of this act and
take away the job by merely conforming
to the simple standards laid down in
this bill,

This is a Federal standards bill. It
sets criteria for full disclosure of the
costs of credit. But the purpose of this
section is to encourage the States to im-
prove their disclosure laws so that they
may assume the responsibility for en-
forcement and administration.

It is also interesting to note that some
of the same parties who complain most
vociflerously that States rights are be-
ing invaded have opposed this same type
of legislation at the State level. One of
the arguments used against such full
disclosure legislation at the State level
is that it would be unfair to require
lenders in one State to fully disclose the
costs of credit in a meaningful manner
while their competitors in other States
with inferior credit cost disclosure laws
could continuc to woo away customers
through the use of misleading methods
of stating the cost of eredit. That is
why Federal standards are needed.

CHARCE

The futllity of the bill as it stands needs

no intricate explanation. |[A merchant]

would be free to fix his prices at levels which
would take care of his credit losses and
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could remain frec to advertise to consumers
that he made no charge for credit, Lo matter
how long the period of payment was cx-
tended.

This is no figment of my Imagination; the
point has never been denied.

As a matter of fact, If the blll were passed,
every merchant in the land would be under
heavy pressure to set his prices 50 as to
avold any separate credit charges. And this
could casily he done.

FACTS -

This point was discussed and refuted
hy witnesses {rom the Credit Union Na-
tional Associalion appearing hefore the
committee last year.

There secns to be some fear that il thi,
bill were enacted, merchandisers who are
extending credit concurrently with the pur-
chase of goods would simply lower their fi-
nanelng rates and bhoost up or “pack” the
prices of articles sold. This fear, we belfeve,
ts groundless, Normual price competition tn
the sale of goods In local markets would
prevent this from occurring and protect

nonest merchants for the following ﬁ?n:;uns_;\\

(a) The merchandiser must first sell his
product before customers will use his credir
plan.,

(h) Consumers carefully shop for goods
and services when prices are fully disclosed
or stated explicitly.

(c) Attempts by a merchant to hike prices

on goods to make his finance charges ap-
pear to be more attractive would simply
drive his customers Into the stores of his
competltors.
" (d) Those customers who needed credit
to purchase particular goods would shop for
credit at “Independent” lenders and make
cash purchases or patronize a lower priced,
cash-and-carry merchant.

In short, honest merchants should hnve
nothing to fear. The normal workings of
price competitlon in the marketplace would
dcter any unscruputous merchants from at-
tempting to pervert the intent of the bitl,

{Source: Hearings before a subcommittee
of the Committee on Banking and Currency
on S, 2755, 86th Cong., 2d sess., consumer
credit labeling bill, p, 542,

This is such an artful argument that
a fuller refutation is in order.

If merchants ean easily hide the cost
of credit by raising the price of their
goods and services, why have they not
done so already?

Most merchants do disclose the dollar
cost of credit on monthly bills sent to
customers. Also merchants do disclose
the true interest rate on their inancing
charges on a monthly basis.

I fail to see why merchants make a
disclosure of the cost of credit now if it
is so easy to hide these costs in the
prices of their goods.

Later Senator BENNETT sugeests that
this type of disclosure legislation should
be left to the States.

Again, I fail to sce why lenders would
conscientiously comply withh State laws
which were adequate but would deliber-
ately evade any such Federal law. I
hnpe that the distinguished opponent of
this legisiation, with his personal ex-
perience in the lending fleld and his
deep interest in the problems of consum-
er credit, will be able to explain why
lenders would comply—and have com-
plied—with State full disclosure laws
where they are effective but would evade
any such Federal law requiring the full
disclosure of the costs of credit.

This s, indeed, a peculiar
rights argument.

States
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Moreover, a little analysis of how free
competitive markets work will also dem-
onstrate the fallacy of this charge.

It should be obvious that in a free
and competitive market, merchants are
not free to fix prices on their goods at
any level they desire in order to absorb
or hide the costs of credit. Retail mer-
chants operate in an extremely com-
petitive market. Merchants who at-
tempted such price fixing to hide the
costs of credit would quickly find their
business diverted to other retailers—cash
and carry stores, discount stores, and
other retailers who had not raised their
prices on the same articles to conceal
the cost of credit.

In fact, there are only two circum-
stances under which merchants could
fix their prices at a higher level so as to
conceal the cost of credit.

First. If the retailer were a monop-
olist. That is, he has no effective com-
petition which would force his prices
down to a competitive market level. I
seriously doubt that there are many mo-
nopolists in the field of retailing. Even
the single retailer in the small town
must compete vigorously with the many
mail order houses which are soliciting
his customers.

However, if there are unusual circum-
stances in which a retailer has been able
to establish an effective monopoly, we
have anti‘rust laws which can correct
this situation. .

Second. The only other circumstance
under which retailers can fix prices so
as to conceal the cost of credit is if they
all enter into a collusive agreement for
that purpose to prevent price comnpeti-
tion from operating.

Such collusive agreements are obvi-
ously conspiracies in restraint of trade,
and we have adequate laws to deal with
such occurrences, We are all keenly
aware that a little price fixing has ex-
isted in the electrical manufacturing
industry. If the opponent of this legis-
lation feels that such conspiracies do
exist now in the field of retailing, it is
his public duty to notify the antitrust
authorities for appropriate investigation
and possible prosecution.

Therefore, I must strongly disagree
with Scnator BENNETT when he claims
that such price fixing ‘““could easily be
done.” It may be easy to enter into such
price-fixing agreements, but retailers, I
am sure, are perfectly aware that these
arrangements are illegal. Indeed, I must
als0 strongly disagree again with any
suggestion that retailers will attempt to
evade this law by violating other laws.

CHARGE

Let us start at the beginning with the
objective. Does 1t stato great truth—or,
In fact, 18 it truth at ali?

Senator BenNETT then read the dec-
laration of purpose of the bill:

The Congress finds and declares that eco-
nomic stabilization is threatened when credit
Is used excessively for the acquisition of
Property and services. The excessive use of
credit results frequently from a lack of
awarencss of the cost thereof to the usecr.
It 1s the purpose of this Act to assure a
full disclosure of such cost with a view
to preventing the uninformed use of credit
to the detriment of the natlonal economy.

CONGRESSIONAL RECORD — SENATE

It is then charged that—

This premise i at best highly debatable.
Not a single line of testimony was presented
to support this proposition at hearings on a
similar bill last year.

FACTS

I explained the relationship between
full disclosure of credit costs and eco-
nomic stabilization in a speech on the
Senate floor as follows:

Since the end of Wourld War II, mortgage
credit has increased almost six times—from
$18.6 billlon in 1945 to 8140 billlion in 1960.
Consumer credit has incrcased more than
eightfold—from less than $8 bililon In 1945 to
approximately $55 billion by the end of 1960.

Untimely shifts in this massive consumer
debt may well initiate and carry booms too
far; retrenchment of purchasing could in-
tensify future recessions. This danger is
even greater because the cost of much of the
consuraer debt Is not advertised or quoted
accurately.

The consumer-debtor is not adcquately In-
formed of the shifts Iin consumer credit
rates over the business cycle, A law to re-
quire disclosure of the amount and rate of
change of consumer credit costs would give
consumers information which would lead
any rational family manager to control and
stabilize buylng and borrowing. When
rates are increased In boom times, the In-
crease would become apparent and encour-
age consumer restraint. Conversely, as rates
drop as economic activity recedes, consumers
might be encouraged to undertake previ-
ously postponed purchases.

Also, part I, volume I, of the 1956
study by the Federal Reserve Board con-
tained a chapter entitled ‘“Consumer
Credit and Economic Instability,” which
discusses this relationship in detail. A
few excerpts from this study should
suffice to remove any doubt about this
relationship.

The borrower may be ignorant of, or de-
celved as to,'the cost of borrowing or the
terms, and this may result in uneconomic
decisions. To the extent that a misalloca-
tion of the borrower’s resources does result,
a burden arises from this source.

Burdens that arise out of decelt and igno-
rance are not unique to the costs of con-
sumer borrowing. They can arlse In connec-
tion with any purchase made in ignorance or
under induced misinformation. In the area
of consumer Installment credit, however, the
exact costs frequently are not known, or the
information on costs is not readily available
or readily calculable In a form that the bor-
rower can use. The same problem of lack
of knowledge also may exist with respect to
the “effective” price of the good itself as
well as to the credit terms. This Is true, for
example, when prices are stated In terms of
monthly payments.

L L] . L *

A prime factor in business fluctuations:
Consumer installment credit has often been
a factor in changes in the level of business
activity, but it has not been the principal
cause of such changes. Although consumer
credit has been associated with economic
fluctuations, other factors have been of
greater Importance. This was clearly evi-
dent Iin 1920-33, 19037-38, 1949, nnd the
downturn in 1963,

L] L L L] L]

A leading and amplifying force: Although
not the principal factor in any cycle, con-
sumer installment credit has been both a
leading and an amplifying force in economic
fluctuations. In an impressive number of
times, credit extended appears to have moved
ahead of other economic changes—to have
led at turning points. Time leads nppear
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to have been longer Iin recoveries than In
downturns. Thls differential experience may
be due partly to the fact that consumer in-
staliment credit has been growlng so
strongly. But the lead record remains im-
pressive even when allowance for growth is
made.

As an amplifying factor, consumer install-
ment credlt has been rather similar to other
forms of credit in that its movements have
conformed to the general business cycle,
The sccondary and stimulating effects of
credit extensions come more during booms;
tho secondary and retarding effects of re-
payments have often hung cver into periods
of recesston. This amplifying effect is prob-
ably of greater relative importance in the
modest turns in business activity.

L] L L] » L]

A growing influence In credit market
fluctuations: Consumer installment credit
has grown in infiuence as a factor in the
credit market and in credit market fluctua-
tlons. The rapid rate of growth has in-
creased the relative importance of consumer
credit institutions as borrowers. One of the
basic problems of economic stabllization is
to adjust the fluctuating flow of saving.
Since all forms of credit fluctuate, 't is diffi-
cult to select one form that has been more
responsible than others for instability; how-
ever, the statistical record of consumer in-
stallment credit seems to put it among the
less stable kinds of credit.

[Source: Consumer Installment Credit,
Growth and Import, Board of Governors of
the Federal Reserve System, pp. 191, 232-
234.]

CHARGE

Our search for truth should lead us to try
to discover whether there is any justifica-
tion for legislation In this fleld at the Fed-
eral level. Have the States been asleen to
the desirability of accurate, workable laws
to provide truth in lending?

FACTS

It would appear from the testimony
before the committee last year that many
of the States do not, at the present time,
require adequate disclosure of the cost
of credit. The record of the hearings
contains several tables which indicate
the inadequacies of State laws in this
respect.

The record of the hearings last year
shows that only one State requires that
the cost of credit be described in terms
of a true interest rate on the unpaid
balance on an annual basis.

Moreover, a nationwide survey sub-
mitted to the committee by the Survey
Research Center of the University of
Michigan showed that a majority of
American consumers were either unin-
formed or misinformed about the cost
of credit.

Thirty-nine percent of those polled
did not have any idea of the consumer
credit costs. The study found that the
remaining 61 percent were not much
better informed about the cost of credit.
The report stated:

Obviously many people belleved that the
cost of Installment buying i{s lower than it
actually ls.

The relatively grent frequency with which
costs of 4 or 5 and especlally 68 percent were
mentioned may be Interpreted as a carry-
over from other information. Especially
better educated people dislike to confess to
an Interviewer that they do not know the
answer to a simple question. Other studles
conducted & few years ago showed that the
rate of interest pald on U.S. Government sav-
ings bonds 1s well known [3 percent or about
3 percent was the common answer] and the
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same s true of the Interest rate obtained
on savings accounts. Most people also know
that borrowing costs more than what one
gets on savings. On the basis of these pleces
of information, some people appear to have
surmised an answer to the question of cost
of installment buying. They mention some
percentages with which they are famillar
and which secem appropriante to them. Ac-
tually, thelr answers are uninformed guesses.

Even Chairman Martin, of the Federal
Reserve System, admitted that he was
confused by many of the present prac-
tices of stating the cost of consumer
credit. Certainly, Chairman Martin's
confusion is eloquent testimony to the
need for legislation requiring full and
accurate disclosure of the cost of credit.

However, Senator BENNETT also asks:

[Is] there any justification for legislaticn
In this fleld at the Federal level?

This suggests that legislation to pro-
mote economic stabilization is not a
proper function of the Federal Congress.

Earlier in this brief, the relationship
between inadequate disclosure of the cost
of consumer credit and economic in-
stability was demonstrated.

If the Federal Government should not
be concerned about economic stability
and should not enact laws to promote
economic stability, then in the name of
consistency the Federal Reserve System
should be abolished, commercial banks
should be permitted complete power to
print currency, and all other tools of the
Federal Government which are utilized
to promote economic stabilization should
be returned to the States.

It is indeed strange to see those who
profess such great concern about the
evils of inflation suggesting that the pre-
vention of inflation and the promotion
of economic stability are not proper
functions for the Federal Government.

PROFESSIONAL TE SPORTS AND
THE ANTITRUST |LAWS—INTRO-
DUCTION OF A BILL

Mr. HART. Mr. Prekident, in the last
10 years 37 bills which concern them-
selves with the legal ktatus of profes-
sional team sports unfer the antitrust
laws have been introdpced in the Con-
gress. Extensive hearings have been
held and informative mpaterials have be-
come a part of the
period of time. Notwi
attention, the uncertajnties and incon-
sistencies in professionfil sports have not
been resolved. No legiglation has passed
congress.

The basic reason for the concern re-
flected by this legislative history is the
incquality of treatment under the law
now accorded professipnal team sports.
In 1922 the Supreme| Court held that
professional baseball was exempt from
the antitrust laws. Thik remains the rule
of law with respect to paseball. In 1957
the Suprcme Court held professional
football was subject to the antitrust laws.
The Supreme Court knowledged this
anomaly. While I ovearsimplify the ex-
planation, careful rcadng of the several
cases in this fleld indicaltes that the Court
looks to Congress to clarify its intention
with respect to the trefitment of profes-
sional sports under the antitrust laws

CONGRESSIONAL RECORD — SENATE

(Federal Baseball Clup v. National
Lecague, 259 U.S. 200 (1922); Toolson v.
New York Yankees, Ing., 346 U.S. 356
(1953); Radovich v. Ngtional Football
League, 352 U.S. 445 (19%7)).

Today, out of order, I|ask unanimous
consent to introduce forlmyself and the
distinguished Scnator from New York
IMr. KeaTinG!, a bill whtich, if adopted,
will resolve the conflict aind, in our judg-
ment, treat fairly the claims of all the
persons concerned witl] this problem,
most especially the ﬂmerican public
which supports and enj og s these national
cames. Senator KEaTind forr many years
has given leadership in|this effort and
I am gratified and beliefe it significant
that he would join in th]s bill. The bill
would treat equally all pfofessional team
sports. These games phave been de-

scribed as being too mu
be a sport, and too much
business. This bill woul
tention that the antitru
professional sports, by

h a business to
a sport to be a

H affirm cur in-

t laws apply to
t exempt the

agreements and practiges of baseball,
football, hockey, and bgsketball, which
are essential and peculiar to the games.
These practices, developl*d over the years
by those whosc intcrests gnd imagination
and monecy have brought the games to
their present level, are Jessential Lo the
conduct of these sports.

Adoption of this bill wpuld give profes-
sional football, whose rapid and respon-
sible growth all of us epjoy, a measure
of the heretofore unlirthited protection
enjoyed by baseball. Adoption of the
bill would bring basepall under the
reach of the antitrust faws just as are
all other sports and, as jwith each of the
sports enumerated in this bill, entitled
to the limited protectiow cssential to the
opcration of the game.

The major leagues arqd now expanding.
This action by organized baseball, we
believe, will bring suppprt to the effort
to clarify the antitrust Jaws in this flield.
This action by organized baseball is the
most dramatic but, certainly, not the
only example of the gr¢wth and change
which has occurred in fthis game in re-
cent years; growth anfl change which
have been constructivg. In clarifying
the status of professiohal sports under
the antitrust laws, thege is one caution
which hardiy needs bq voiced. It ap-
pears wise that Congregs sketch broadly
an outline of the application of the anti-
trust laws to tcam spoyts and to estab-
lish identical positio under the law
for the several team spprts. But except
for this action, Congregs should remain
in the grandstand. This bill docs not
authorize the Congress (to decide who is
a big league nor what ponstitutes a big
league.

In this bill we scek fo protect college
football from threat ¢f i
With the inecreasing p

Saturday. This bill, of course, docs not
attempt to suggest the days on which
games of these sports ghould be sched-
uled. But it does requilre that if a game
of professional footballlis played on any
day other than Sunday, it must not be
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televised from a televisiop stalion located
within 75 miles of the fite on which an
intercollegiate football ghme is scheduled
to be played if such pelecasting may
harm the sport of footbafl at that college.
If the written consent pf the college is
given, then telecasting |[the professional
game would be permitfeed. Absent (hig
protection, colleze footpall is placid in
scrious jeopardy.

Mr. President, I ask]unanimous con-
sent that the text of Jthe bill may be
printed at this point in fny remarks; that
the bill be received ahd appropriately
referred; and that it mgy lic on the table
for 1 week for any S¢nators who may
wish to do so to cospongor it.

The PRESIDING (JFFICER. With-
out objection the billj will be received
and appropriately refqrred; and, with-
out objection, the bill ‘
the REcorp, and will 1k on the desk, as
rcquested by the Senatgr from Michigan.

The bill (S. 1856) t¢ limit the appli-
cability of the antitryst laws so as to
cxempt certain aspects of designated
professional team spoyts, and for other
purposcs, introduced by Mr. HarTt (for
himself and other Sgnators), was re-
ceived, rcad twice by|its title, referred
to the Conmimittee on the Judiciary, and
ordered to be printed]in the REeconn, as
follows:

Be it enacted by the Yenate and House of
Representatives of thel United States of
America in Congress apsembled, That the
Act of July 2, 1800, as] amended (26 Stat.
the Act of Ocpober 15, 1914, as
; and the Federal
Trade Commuission Act, 4s amended (38 Stat.
717), shall not apply tojany contrtct, agree-
nment, rule, course of cdnduct, or other nc-
tivity by, between, or pmong persons con-
ducting, engaging, or participating in the
organized professionnl feam sports of base-
ball, football, basketbal], and hockey which
relates to—

(1) the equalization
ing strengths;

(2) the employment,| sclection, or ellgi-
bility of players, or the reservation, selec-
tion, or assignment of player contracts;

(3) the right to opgrate within specific
geographic areas; or

(4) the preservation pf pubiic confldence
in the honesty in sportk contests.

Sec. 2. No contracf, agreement, rule,
course of conduct, or qther actlivity by, be-
tween, or among persornks conducting, engag-
ing in, or partlelpating in the organized
professional team sporfs of basgeball, fo#t-
ball, basketball, and hockey shall constitute
a violation of the acts ijjamed {n section 1 of
this title to the exteng to which it relates
to the regulation of the granting by one or

b{ competitive play-

“more clubs of the rigft to telecast reports

n the organized pro-
bf basebnll, football,

or plctures of contests
fessional team sports
basketball, or hockey] Provided, however,
That the granting by ¢ne or more clubs in
one league of the right to telecast reports
or plctures of its contepts In such organized
professional sports from telecasting statlons
located within scvently-five miles of the
home community of apother club in a dif-
ferent league In the dame sport on a day
when such club 1s schdduled to play there o
regularly seheduled lqague game, or with
respect to telecnsting football contests only
from telecasting stations located wlithin
seventy-flve miles of the game site chosen
by a college on a day other than Sunday
when such college is sgheduled to play thero
an Intercolleglate confest in football, shall
be unlawful whenever [such granting of the
right to telecast has npt becn consented to
in writing by the othef professional club or

vill be printed in- -



