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legislative business. 

PRINTING IN TH RECORD OF 
PRESIDENTIAL P\ESS CONFER-
ENCES 

Mr. President, I 
h t e  reference, a 

OFFICER. Thc 
reccivcd and all- 

omlnittec on 

executive session to  tail r proposed leg- 
islation to meet the s ~ e c  fic ~ r o b l e m s  the1 
investigation has d 

Beyond that ,  I ag 
tha t  the  Congress, adjournment 

recognize tha t  the 

American for temporart  gain f o r  itself. 

nation a t  the desk. 

of executive business. 

SUPERINTENDENT 0 THE MINT O F  
THE UNITED STAT S AT DENVER: 
COLO. 
The PRESIDING FFICER. The 

clerk will state the nomi ation. 
The legislative clerk r ad the nomina- 

tion of Fern V. Miller, o Color~do.to be 
Superintendent of the 11t of the United 
States a t  Denver, Colo. 

The PRESIDING 0 FICER. With-
out objection, the  noiination is con-
flrmed. 

Mr. HUMPHREY. r. President, I 
ask unanimous consen tha t  the Pres- 
ident be immediately no ifled of the con- 
firmation of this nomin tion. 

history. 

"TRUTII IN LENDING" I 3 n L  
Mr. DOUGLAS. Mr. PrcsideilL, on 

April 27, 1961, on behalf of myself slid 
21 othcr Senators, I introduced tlic 
"truth in lending" bill, which would IT-
quirc nll Icl~dcrs tc fully disclosc to nny 
borrowcr tlic cost of collsumcr crrdit 
prior to thc  consummatloil of crcdit 
transactions. 

On Wcdncsday. May 3,  a IcncLlly 
SpC!Clh Was made by Senator BENNETT 011 
the Scnate floor attacking this bill. 
Thcrc wcre a number of chnrgcs made 
against the bill and its sponsors. I havc 
prepnrcd a reply answering thc major 

I 
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cllnrgcs n,"cninstthc 11111. 1do not choosc 
to rcply to those charges of a personal 
nnturc which urcrc included in Scnntor 
BENNETT'S SPCCC!?, siilce a11 exchallge of 
pcrsonalitir.; is scldom productive and i t  
is better to let one's life and conduct an-
swcr thcsr imputntions rather than to 
rcfatc thcm will1 words. 

P i~x t .1iov:cvcr. Ict mc quotc somc of 
tI;c s~;~~.(.!IT?(!II!s~n:~clcin t!ic spccch in 

to L11is lc?izlntion: 
~1:o::r n h o  cinl>nrk on n c ruwdc  In t hc  

name of t rut.)] t.:~kron Ll~en~.sclvcs:i grc:it; 
11lor:rl ob!l~.;tlo:l. They  111t1:;L s rarch  for  
tr1.1tl1 tl i l i i : ~ : ~ ~Lly lvl t11 O ~ C I I  n ~ l : ~ t l ! ~ - - ~ ! ~ ~ l i i ~ l s  
:]>at :.rc 1;01 s o  prcjutllccd t h? t  Lhcy rcjcct. 
oppixsc, 0:. l::~lol.r: :!I1 l'ilct!; tl1:iL d o  1101 lit 

t l ~c i rc?)l~crlvvtlgo:ll or  purpose. 
Is :Ills 1,111. S. 1740. concclvcd n~i t lsrlp-

portctl 1:i tlir. clrs.:r splr i t  o f  l r u l h ?  Do lls 
rcquircmcr~ts mcet. i!s s tn t r t l  ohjcctlrzcs? 
Arc tilc c-x:lrnplrs u.?':d a :~ t l  t h e  nr:umcrlts 
mndc to  su]>pot.t 1 L  clc:irly rclcva:~:, Irltcr-
nnlly eo!lsistcnt, nlltl i rcc  from c01lcc;llcd 
p:rrno:;e? . ' ;]~c;tl:lti~:IS :I inc~tnhcr of +,hc 
Suhco~nnliLLce o : ~  Untlklng a n d  Currcncy,  
u,h:ch hcnrd n f.llnl!:lr bill Inst ycnr, m y  nn-
sacr  t o  all of th?-c qucs?lons wotrltl I?c nn 
ui~cltinliflctl"Xo." 

Tl~oscwho l~nvcrcnd S.  1740 will linvc 
no dillicult,~in unclcrstandinji thc pur-
pose of this bill. Thc remarks which I 
madc on thc  floor of the Scnatc a t  thc  
timc of thc  int,rocluction of this bill will. 
I think, dcmonstrntc tha t  thc cxamglcs 
and argu1i1cnt.s mndc in supljort of this 
bill arc both rclcvant and internally 
consistelit. 

I shnll not  comment on thc accusa-
tions of "l~rcjuclicc," "ignorancc." and 
"conccaled purposc" lcvicd azainst thc 
sponsors of this hill. 

Howcvcr, tho chnrgcs lcvclcd against 
thc hill itself do rcquirc a complctc and 
dctailcd rcsy~oi~sc.Thcrcforc, I havc 
prcparcd n rcply listing thc major
characs raiscd by thc Scnntor from Utah 
nntl ~~rovicli~~::t11c facts which, it is sub-
mittccl, i ~ f u t cLhcsc nllcgntions. 

C l l h R C E  

I t  is charged that  this "bill may con-
ceal a n  ailtibusincss bias, including a n  
appnrciit bclicf lhnt  busincssmcn must 
be immoral, ipso fnclo." 

FACTS 

Sincc this is n chargc agniilst all or 
thc sponsors of the bill, I shall not a t -
tempt to answer this accusntion on thcir 
behalf. Thcir  ~ . c c o ~ * dis a complctc 
defcnsc. 

For my pnrl. I cs11rc:;srd my olvn in-
tentions 011 tlic floor of thc Scnatc whcn 
S. 17':O was intrcducctl as follows, and I 
did so mithoul; any mental rcscrvations 
01. any ultcrior 1~u1~1)oscs. 

Wc u n u t  Lo rorrcct; n slLu:ltlon ~vli lch21:~s 
existed :or rnallg. ycilrs. LVc ask only for  
1mprovcmrnts 111 t h c  f u t u r e  and  arc n o t  
conccrncd a'lth npport lonlng tl1c blnmc for 

prcscnt o r  tho past .  
Lct nlc mnkc  It perfectly clcnr t h n t  I nm 

not trylnfi to Indict  t hc  .4mcrlcnn buslncss 
communlt,y. Ultdo~~hteclly.t hc  ovcrwl~clm-
111g mnJor1l.y of  Icrtclcrs nnd scllcra wlnh Lo 
be coml,lcLcly Iloncst n11tl cthlcnl. b u t  111 

PWsulng t ho  rluzlvc consulncr nt  t h e  rctnll 
Icvcl, too many lcudcrs hnvc fnllcn ln to  n 
compctltlvc junglc mhcrc stlrvlvnl sccins t o  
hnvc dcpcndrd 11pon cnmouflnging, hldlng 
or undcr:jtntlng t h c  rcnl prlcc of crcdlt .  

The rccord of the hcarlnfis last ycar 
clenrly clcmonstratos thnt the  majority 

of borrowers nrc nol; fully illformed 
about the  truc cost of credit. 

Mutnal savings banks, crcdit unions, 
Icgal aid socictics, and better business 
bureaus all testifled to thc abuses aris-
ing out of the nondisclosure of the cost 
of consumer credit. 

They also supported this bill. 
Most of thc rep0rt.s from cxccutive 

nycncics last ycnr WCI'C fnvornblc. 
Many a::ciicics rccon~ii~cndcclcnnct,lncnt 
of this bill. 

I cnnnot bclicvc tha t  tlicsc groups 
would support 1c::islation -,vhicli conceals 
a n  nntibusincss I~ ia sinclnding an  ap-
1):lrcnt hclicf tha t  hu:,j~icssmcilmust be 
in~mornl.  

Also, Dr. Thcoclorc. 0. Yntc~nn,vicc 
l)~'csidcnt in charge of finance. Ford 
nlotor Co., trstiiying bcf01.c thc Scnntc 
11cn.rin~son allto financing, stntcd: 

T i ~ c!.:r:'!c:y :mtl cr~1n;'lc:;It.y of 1111:1nccmlcl 
l !~-l~r:?!~ccnrrnn,"cmcnts nlltl llic ch:ir[:cs for  
tlicrn nrc s u c : ~as  nlmr>st t o  tlcfy comprc-
hcns!on. I t  1s Imposslhlc for t h c  nvcrngc 
buycl. 'Lo npprnlrc t h c  rntcs for  tllc flnnncc 
nnil 1nr.urn11r:c scrvlccn oflci'ctl n:; compnrcd 
wl th  nltern;ttivcs nv;iilnhlc clrcwherc. 

I s  the vicc prcsidcnt of thc  Ford 
Motor Co.. guiliy of hnrboring "a11 nnti-
business bins?" 

czi,!nGE 
T h c  lurltl cx:~mplcs,prcscntcd In t hc  tcstl-

mony,  :icttinlly lnvol!~c fr:rucl nnd o thcr  
crlmcs whlch arc nlrcncly punishable by local 
law. 

FACTS 

I t  is truc tha t  somc of thc lurid ex-
aiiil~lcsprcscntcd in the  testimony bc-
forc thc coinn~itteelast  ycar might have 
bceil violations of Sta te  and local laws. 
If they wcre not, they certainly should 
have bcen, sincc thcy involved gross 
fraud or exploitation, particularly of our 
less educated and lowest income groups. 

Howcvcr. thc  majority of the cxamplcs 
l~rcscntcdin the tcslimony wcrc dcmon-
strnlions of misleading nnd dcceptivc 
statcmcnts of the  cost of credit. Most 
of thcse techniques of hiding credit costs 
hnvc been labeled "mislcnding and de-
cc])tivc" by the Fcclcral Trade Cominis-
slon. 

IIowcver. I urgc every Senator to rcnd 
the  rccord of the  hearings last year
and determine for himsclf whether this 
charge is accurntc. The hundreds of 
pngcs of testimony about abuses in the  
field of consumcr credit are ample evi-
dence of the  midesprend use of tech-
niques to camouflnee the cost of crcdit. 
Furthcrmorc the  Irgnl proccss is so costly 
and timc consuming thnt i t  is not a n  
adcqi~ntcrcmecly for thosc with limited 
incoincs and little lcis~ircwith which 
to proscculc co~nl)lnints. 

C1lARC.E 

S.1740 asks Congrrss t o  l m o r c  thcsc ele-
mcnt.uy commcrclnl facts. Th l s  Is lcgls-
latlvc Irrcsponslblllty. I n  f a c t ,  n t  lcnst 
31 Stn tcs  hnvc p:rsscd lnws dcnllng wl lh  
vrtrlc~usty])c-3 of rncrcllnnclleo crctllt,  lncliid-
ing  lncnaurcs cs tn l~ l l sh lngmnxlmlim rnLcs 
a n d  cumlIclllng coinprchcnslvc dlsclosurc of 
consumcr crcdlt  cllnrgcs, b u t  In dollars  or 
manll l ly rnlcs of scrvlcc chnrge. Thcy hnve 
nctcd rcsponr;lbly. Thcy hnvc known bc t lc r  
t h n n  to  snddle t h e  merchants  of Amcrlcn 
wl th  t h e  lmposslble llablllty l nhc ren t  In t h e  
slmplc nnnunl rcqul rcmcnt  of t h e  blll. 

The  majority of the States have passcd 
laws requiring small loan companies to 
statc their charges in terms of simplc
intcrcst. Generally. these laws proviclc
tha t  thc simple intcrcst ra te  must include 
all charges incident to  the  extension ol  
credit. Howevcr, these lenders a re  per-
mitted to s ta te  the simple interest ra tc  
on n monthly rather than a n  nnnual 
IInsis. 

Ovcr 40 Stnt rs  rcquirc Stntc-cnartcrcd 
crcdit unions to state thcir charecs in 
terms of simplc interest. Amin, the  
simplc intcrcst ratc must includc all co:;ls 
incicicnt to thc  cxtcnsion of crcdit. The 
simplc intcrcst ra tc  is usually pcrmiitctl 
to bc stated on a montl~ly,rather than 
on an  annual basis. 

Most retai!crs disclosc their credit 
costs c11 ~~cvolvingchnrge accounts and  
simplc credit plnns In tcrms of a simple 
interest ratc on the  unpaid balancc on 
a monthly basis. 

IIowcvcr, to iny 'knonled~e, .noinfor-
mation was prcsrnted to  thc  Production 
and Stabilization Subcommittee Isct year 
to indicate tha t  any Sta te  law prevents
lcndcrs from disclosing their changes in 
tcrrns of a simple interest ra tc  on an  nn-
nun1 basis ratlicr thnn o n  a monthly 
bnsis. 

Thcreforc, it should be clear that-
First. The niajority of the  States re-

quire the use of the  simple interest r a t e  
rncthod of disclosing t h e  costs of many 
types of consumer credit. 

Sccond. Where many S ta t e  laws, in 
rcznrd t o  the disclosure of the  cost of 
crcdit are silent, such a s  in the  case Of 
chnrgc r.ccount and revolving credit plans 
of retailers, t he  established business 
practice has been to  use s slmplc interest 
rate on a pcr month bnsis because i t  is 
t hc  cnsiest ra te  corngutation a n d  dis-
closure mcthod to  use. 

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

Third. To  convert a monthly simple 
interest ratc into a simplc annual r a t e  
only requires multiplying t h e  monthly 
ra tc  by 12-there a r e  12 months in a 
ycar. 

Such n requirement does not nppear t o  
m? to be irresponsible. I find i t  dillcult 
to  construe this a s  saddling t h e  mer-
chants of America with t h e  impossible 
liability inherent in  the  simple annual  
rcquiremcnt of the bill. 

If rates can be quoted on a m ~ n t h l v  
basis, why cnn thcy not be quotcd on a 
yenrly basis? 

CItARCE 

I hnvc cons1d;rcd I t  my  d u t y  t o  urge l h c  
Congress l o  hc  cspcclnlly wntcllful of t l l ls  
lcglslntlon. I t s  nllcgcd banne r  of t r u t h  Is n 
t cmp t lng  o n e  t o  follow. B u t  t h l s  t r u t h  lnbcl 
i s  n deceptlve cover for  n ~n l s l cnd lngpnck-
n g c a  h lddcn  blll trlck. 

I t  is thcn charged thnt  this bill-
c o ~ ~ l t ln o t  bc  cl1forccd csccpt  wl th  tllc nlcl 
of n vnst nrlny of Fcdcr i~ lprlcc corltrol hu-
renucrnts. I f  rlgld enforccment  of 9. 1740 
wcrc n t tempted  I t  ~ ' ou l c l  bu rden  t he  tn.x-
payer w l th  heavy caqt of n supersnooper 
ngcncy, br lng  b o t h  upenkness a n d  chnos t o  ou r  
credit-based sgstenl of retnll dlstr lbutlon.  ' 
nnd  lessen, r n the r  t h n n  Incrense. t h e  con-
sumer's knowlcdgc of t r u t h  In  lendlng.  
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PACTS 

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

Of course thesc charges are not ncw. 
Evcry time Congress has  considcrcd a bill 
to require full disclosure or nccuratc 
labeling of any goods or scrvices, it has 
been charged thnt such a rcquiremcnt 
would bring chaos to tha t  industry. 

The t ru th  in securities or SEC legisln- 
tion was opposed on these samc grounds 
over 25 years ago. 

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

CHARGE 

Mnnlly, wc comc to the qucstlon whlch 
fihould hnve bask  nnd ult lmnte concern for 
all of us, who, ns I said a t  t hc  beglnnlng. 
should be dedlcnted to  t ru th  In leglslntion. 
I s  t hc  blll constltutlonnl? 

FACTS 

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

The  Legal Tender cascs (70 U.S. 457 
(1870) ) support the followiiig proposi- 
tions : 

First. The power conferrcd on Con-
gress by article I, section 8, of the Con- 
stitution "to coin money. regulate thc  
value thereof. and of foreign coin" docs 
not limit by i ts  terms the power of Con- 
gress with respect to  the currency. 

Second. This  power, coupled with (i)
the  "necessary and proper clause," and 
(ii) the  denial to  the  States-article I, 
section 10-of any power to coin money. 
emit bills of credit, and t o  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 a n  ac t  to be constitutional 
i t  is not necessary t o  show tha t  i t  is in- 
dispensable in order to give effect to  a 
specifled power. Congress has  the  
choice of means to  a permissive end. 

From these general propositions one 
may reasonably contend tha t  a require- 
ment by Congress to disclose the  cost of 
credit is a n  exercise of its power over the  
currency : such disclosure hnving been 
determined by the Congress to  be neces- 
sary jn order to  stabilize the  economy 
and protcct the value of the currency. 

I t  is charged tliat- 
Tho lnngungc arhlch dcscrlbes the stntcd 

objcctlve of the  blll conccnls thc  true pur-
pose. 

The  nllcacd Lsuc ]~ul.posc. Is Inter 
Identifleti. I t  is said by tlic op1)olIcnts 
that-

1. Thc blll ns drnftetl would rcclulre Fcd- 
ern1 regulntlon of the mctllods R I I ~procc-
dures by whlch mrrchnnts may extc~ld  crcdlt. 
Even the  nuthor of tllc blll ~ C I ~ I C Hthla pur- 
poac. 

2. Thla lcglblntlon woultl rcclulre tho 
estnbllshmcnt of n 11111-blown Fcdernl prlco 
control ngcl:cy to l l x  mnxllnum cnsll celllng 

prlces for every mcrchnnt nnd on evcry ltem 
In every corner of the Unltcd Stntes, and 
to  compel thc  scpnrnte statement of the  per- 
centngc credlt rntc. 

3.  The proponents of thc  blll hnve mnln- 
tnlned n dlscreet sllcnce on these polnts, 
nnd although prlce control mny not be the 
ultlmntc objectl\.e of t hc  blll. It Is menn-
lnglcss wlthout sucll control. Thls sllence 
Is understnndablc bccnusc It hldcs the  un-
pnlrttnble t ru th .  

FACTS 

Thrsc c h a ~ g c s  that  t.hc hidden pur-
pose of tlle sponsors of this bill is "the 
establishinent of a full-blown Fcdcral 
gsicc control al?;cncyW arc certainly witli- 
out for~lidation. I think cvcl'yone rccog- 
nixes tnctics of dcspclaation. Whcil onc 
caiinot find fault with tllc substance of a 
bill, the motives of tlie sponsors are  
q~lestioned.

I t  is amazing to cliscove~~ that  this 01)-
poncnt can rcad thc minds and lnotivcs 
of tlic 22 Scnntoss sponsoring this lcgis- 
lation \\it11 such complcte assurmlcc. 

Qf course, anyone who has bothcrcd 
to read this bill C:UI detcrminc for him- 
self whether or not thcre is onc sinclc 
word in the bill t,o suagcst or imply any 
sort of Federal pricc fixing. 

I do not claim any similar cst1.n-
sensory perception 01. omnisciclicc. 
Therefore, I cannot, and will not. a t -
tempt to explain thc rationale for thesc 
accusations. 

Furthermore, the language of this bill 
which allows Sta te  regulation when Fcci- 
era1 standarcis are comglctcly nict re-
fu tes  these charges. 

Section 6(b)  of the  bill: 
G(b) The  Bonrd shnll by regulntlon esccpt 

f rom thc  requlrcments of thls act  any crctllt 
trnnsnctlons or clnss of trnnsnctlons whlcll It 
detcrmlnes nre cffcctlvcly rcgulntcd undcr 
t h e  laws of any Stntc 60 ns t o  requlrc thc  
cllsclosure hy thc  credltor of t hc  snmc In-
formation ns 1.5 rcqulred ulltler scct lo~l  4 of 
thls act .  

Obviously any Statc can assume tlie 
responsibility for administration of the 
disclosure requirements of this ac t  and 
take away the job by mcrcly confosming 
to  the simple standards laid down in 
this bill. 

This is a Federal standards bill. I t  
sets criteria for full disclosure of thc  
costs of credit. But the purpose of this 
section is to encourage the Statcs to im- 
prove thcir disclosure laws so that  they 
may assume the  responsibility for cn-
forcement and  administration. 

I t  is also interesting to note tha t  somc 
of the same parties who complain most 
vociflerously tha t  Stntes rights are  be- 
ing invaded have opposcd this same type 
of legislation a t  the State lcvcl. One of 
thc arguments used against such full 
disclosurc lcgislntion a t  thc Statc lcvcI 
is thnt  i t  would be unfair to  rcquirc 
lendcrs in one Stnte to fully disclose thc 
costs of crcdit in a menningful manner 
while thcir compctitors in other Stntcs 
wit11 infcrior crctlit cost disclosure lnws 
could continue to woo nwny customers 
thsough the usc of misleading mcthods 
of stating thc cost of credit. Tha t  is 
why Fcdcral standards nrc nccdcd. 

CHARGE 

Tho futl l l ty of t h c  blll ns It stnnds nccda 
110 lntricnto explnnntlon. I A  mercl ln~l t ]  
would bc free to Ax 111s prlccs n t  levels whlcll 
u70uld tnko cnrc of hls credlt lossrs mid 

could remnin frec Lo ndvcrtisc Lo corlsurnel.:; 

thnt he  made no chnrgc lor crcdit, lie 1n:lLrr: 

how long thc  period ol  pnylncliL war, ex - 

tended. 


Thls Is no flgmcnt of my 1nlnglll:ttion; 1 1 1 ~  


polnt has  nc\,cr bccn dcnlcd. 

As n mnttcr of fact ,  I f  t hc  blll wcrr p:issetl. 


every merchnnt in thc  lnnd would br untli,r 

hcnvy prcssurc to se t  h l ~prlccs so :IS ((1 


nvold nny scpnrnte crctllt charges. A ~ l r l rl11.. 

could cnslly hc tlonc. 

FACTS - .  
This point was discusseti a i~ t l  !'c~f~i!otl 


by nritncsscs isom thc Crrdit Ul~ion P:n-

tionxl As.sociatioi: n l ) r ~ c n r i ~ i ~  
hcfo!.c t l : ~  

committee last ycni'. 


l'hcrc s c c l ~ ~ s  :,i~tnc f c : ~  1 1  I I~ I : , 
Lo I,rt L I I . L L  

1,111 wcrr en:lcl.ctl, nicrcl~:~ntllscr:;w l ~ o: t r ~  

c.utcncling crccllt conct~rrcnt ly  wlLh Lhe pur- 

c11:lse of goocls woulcl slrnply lomrr Lhcir fi-

nanclng rates nntl boost. up or "pack" tlit: 

prlccs of :crtlclrs soltl. Tlils fcnr, we 11c.llc~c. 

I S  ::ro111ldIrss. !!I
NorIn:~l I J ~ I C C  colnl~cL1I1011 

the S ; L ~ C  Of g00tlS 111 l~lcal mnrkct.s !voulcl 

prc\.cnt thls from o c c ~ ~ r r i n ga11t1 protrcl 

ilolicst mcrcl~mlts lor t hc  following rira.;w 


\,(n i  Thc mcrch:~nclIscr Innst first s!>ll I,ix 
1)rotltlcL I~clorc cllstomcrs ~ 1 1 1  uso his cl.rtlir 
1,l:un. +( h )  Co~istunicrs c:urlull)' shol) for goocl,; 

3ntl scrvices whrn priccs nrc fully disclosrti 

or stntcd cxpllcltly. 


( c )  A t t e~np t s  by n ~nerchnllt  Lo hlkc  1,rtcc.s 

011 goocls to  mnkc 111s flnnncc cllnrgrs ; ~ p -  

pcnr to hc morc :~ t t rnc t l r c  woulcl simply 

drlvc 111s customers Into t!lc storcs of l i : ~  

competitors. 


( d )  Thosc cus to~ncrs  who ncetlctl crctl!! 

to  purchnsc pnrtlculnr ~ o o t l s  wo~rld shol, for 

CrCdlt nt "Independent" lenders nnd mnke 

cnsh purchnscs or pntronlzc n lower 11rl11rtl. 

cash-and-carry incrchnnt. 


In  short .  s l lo t~ld1 1 . ~ : ~11011cst ~ ~ ~ c r c l l n n t s  

nothing Lo few. T h c  normal worklngs o: 

prlcc colnpctltlon In tllc markctplncc woultl 

dcLcr ally unscrupulous mcrchnnls from n t .  

tcmptlng to  pcrvcrt the  l n t r n t  of t hc  hlll. 


[Sourcc: Hcnrlngs before a s u b c o m ~ n l t t c ~  
of thc  CornmltLcc o n  I3nnking nnd Currcncy , 
011 S. 2755. 86th Cong., 2d scss.. consumer 
crcdlt lnhcllng blll, p. 642.1 

This is s11ch a n  artful nsguunt.nt tl1:11 

a fullcr refutation is in ordcr. 


If mercliants can easily hidc thc cost 

of crcdit by i.aisiz:g the pricc of their 

goods and services, why havc they not 

done so already? 


Most merchants do disclose tile dollnr 

cost of credit on monthly bills sent to 

customers. Also merchants do disclosr 

the  true intcrcst rate on their fi~innci:~: 

charges on a monthly basis. 


I fail to see why merchants lnakc n 

disclos~lrc of thc cost of crcdit now if it 

is so easy to hick these costs in the 

prices of tlicir goods. 


Later Senator BENNETTSIIGSCS~S t hnt 

this type of disclosurc Icpislnt,ion should 

bc left to thc  Stntcs. 


Again. I fail to sce \vhy Icndc~s  would 
conscicntiously comply wit11 Stnte la\vs 
which wcrc adcquntc but would dcliber- 
ately evnde any such F e d e r ~ l  law. 
hope tha t  the  distinnuishcd opgoncnt of 
this lcnislntion. with his pcrsolinl cs-
~ ~ e r i c n c cin tlic lcndinfi flclti nlid Ilis 
dccp interest in tlic problems of c o n s ~ ~ u i -  
e r  credit, will bc able to cxplnin IYII!. 
lenders would comgly-and havc co111- 
plied-with State full disclosurc Inns 
where they a rc  effective but woulcl cvnt l~~ 
any such Fcdcral lr~w requiring thc fr~ll 
d is~losurcOf the costs of credit.. 

This is, indccd. n pcculi ;~~.S t 1 \ 1 r ~ ~  
rights mgumcnt. 

.. 

I 



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

~t should be obvious that in a free 
and competitive market, merchants are 
not free to fix prices on their goods a t  
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 cil.cum-
stances under which merchants could 
fix their prices a t  a higher level so as to 
conceal the cost of credit. 

First. I f  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 ullusual circum-
stances in which a retailer has bccn able 
to establish an  effective monopoly, we 
have antitrust laws which can correct 
this situation. 

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

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

Therefore, I must strongly disagree
with Senator BENNETTwhen 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 
aho strongly disagree again with any
suggestion that  retailers will attempt to 
evade this law by violating other laws. 

CIIARGE 

Let us stnrt nt the beglnnlllg wlth tho 
objcctlve. Does It stnto great trutll+r. 
In fnct. Is It t ruth nt all? 

Senator BENNETTthen read the dec-
lnrntlon of purpose of the bill: 

The Congress flnds nnd declares thnt eco-
n0mlc stablllzotlon 1s threatened when credlt 
1s used excessively for the acqulsltlon of 
Property and scrvlces. The excessive use of 
credlt results frcqucntly from R lack of 
Qwnrencss of the cost thereof to the user. 
I t  1s the purpose of thls Act to assure a 
full dlsclosurc of such cost wlth a vlew 
to preventlng the uninformed use of credlt 
to tlle detriment of the nntlonnl eCOnOmJ. 

CONGRESSIONAL RECORD -SEN 

I t  is then cha~gedt h a t  
Thls prcmlse Is a t  best hlghly debntable. 

Not a slngle llne 01 testlmony wns presented 
to support thls proposltlon nt henrlngs on n 
slmllnr blll lnst 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: 

Slnce the end of Wurld War 11, mortgage 
credlt has Increased nlmost slx tlmes-from 
$18.6 bllllon In 1945 to $143 bllllon in ISGO. 
Consumer credlt has lncrcascd more than 
eightfold-from less than $8 bllllon In 1945 to 
npproxlmately $55 bllllon by the end of 1960. 

Untlmely shlfts In thls mnsslve consumer 
debt may well initlatr: and carry booms too 
far; rctrcllchment of purchnslng could In-
tcnslfy futurc recesslons. This danger Is 
even greater bccause the cost of much of the 
consumcr dcbt is not advertised or quoted 
accurately. 

The consumer-debtor is not ndequately ln-
formed of the slllfts in consumer credlt 
rntes over the business cycle. A law to rc-
qulre dlsclosurc of the nmount and rnte of 
change of consumcr crcdlt costa would glvc 
consumers lnformatlon whlch would lead 
nny ratlonnl fnmlly manager to control and 
stnbillze buylng nnd borrowing. When 
rates are Increased in boom tlmes, the ln-
crease would become apparent nnd encnur-
age co~lsumcrrestrnlnt. Conversely, ns rntes 
drop as cconomlc nctlvlty recedes. consumers 
mlght be encournged to undertake previ-
ously postponed purchnses. 

Also. part  I, volume I, of the 1956 
study by the Federal Reserve Board con-
tained n 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 bc ignornilt of, or de-
ceived ns to, the cost of borrowing or the 
terms. nnd thls may result in uneconomlc 
decisions. To tlle extent thnt n mlsnlloca-
tlon of the borrower's resources does result, 
a burden nrlscs from this source. 

Burdens thnt nrlse out  of decelt nnd Igno-
rnncc nrc not unique to the costs of con-
sumer borrowlng. They can nrlse In connec-
tlon wlth nny purchnse made In lgnornnce or 
under lnduced mislnformatlon. In  the area 
of consumer lnstallment credlt, however, the 
exnct costs freclucntly are not known, or the  
informatlon on costs 1s not rendlly avallablo 
or rendlly calculnblc In a form thnt the bor-
rower can use. The same problem of lack 
of knowledge nlso mny exlst wlth respect to 
the "eflectlve" prlce of the good ltself aa 
well as to the credlt terms. Thls 1s true, for 
exnmple, when prlces are stated In terms of 
monthly payments.. . . 

A prlme fnctor In buslness fluctuntlons: 
Consumer installment credit has often been 
a fnctor In changes In the level of buslness 
nctlvlty, but  It hns not becn the prlnclpnl 
causo of such chnnges. Although consumer 
crcdlt has been nssoclntcd wlth econornlc 
fluctuntlons, other factors have been of 
grenter Importance. Thls wns clenrly evi-
dont In 1020-33, 1 0 3 7 3 8 .  1040, nnd tho 
downturn In 1053.. 4 . . 

A leading and ampllfylng force: Although 
not  the prlnclpal factor In nny cycle, con-
sumer lnstallment credlt has boen both a 
leadlng and an nmplUylng force In econornlc 
fluctuntlons. In  nn impressive number of 
tlmes, credlt extended appears to have moved 
ahead of other econornlc changes-to have 
led nt turnlng polnts. Tlme lends nppenr 

ATE 
to have been longer In recovcrles than In 
downturns. Thls dlUcrentlal experience may 
be due pnrtly to  the fnct thnt consumer ln-
stnllment credlt hns been growlng so 
strongly. But the lead record remnlns lm-
presslve even when allowance for growth Is 
mnde. 

As an nmpllfylng fnctor. consumer lnstall-
ment credlt has been rather slmllar to other 
forms of crcdlt In tha t  Its movements hnve 
conformed to the general buslness cycle. 
The secondnry and stlmulatlng eRects of 
crcdlt extenslons come more durlng booms: 
tho secondnry and retarding effects of rc-
pnyments hnve olten hung ever into perlods 
of recesslon. This amplilylng effect Is prob-
ably of greater rclatlve lrnportance In the 
modest turns in  buslness nctlvlty.. . . . . 

A growlng lnfluence In credlt market 
fluctuntlons: Consumer Installment credlt 
has grown In lnfluence ns a fnctor in the 
credit mnrket and In credlt mnrket fluctun-
tlons. The rapid rate of growth hns ln-
creased the relntlve lmportnnce of consumer 
credlt lnstltutlons as borrowers. One of the 
baslc problems of econornlc stablllzatlon Is 
to ndJust the f l~~c tun t lngflow of savlng. 
Slnco all forms of credlt fluctunte, t t  is dim-
cult to select one form thnt  has been more 
responslble than others for Instnblllty; how-
ever, the statlstlcnl record of consumer In-
stnllment credlt seems to pu t  It among the 
less stable klnds of credlt. 

[Source: Consumer Installment Credlt. 
Growth nnd Import. Board of Governors of 
the Federal Reservo System, pp. 191, 232-
234.] 

CHARGE 

Our search for t ruth should lead us to try 
to  dlscover whether there is any justlflcn-
tion for legislntlon In thls fleld a t  the  Fed-
eral level. Hnve the States been nslee? to 
the deslrabllity of accurate, workable laws 
to provlde t ru th  in  lending? 

F A C P S  

I t  would appear from the testimony 
before the committee last year that  many
of the States do not, a t  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 lnst year 
shows that  only one State requires tha t  
the cost of credit be described i n  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 showec! tha t  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. ' rhe  study found that  the 
remaining 61 percent were not much 
better informed about the cost of credit. 
The report stated: 

Obvlously many people belleved t k ~ tthe  
cost of lnstallment buying Is lower than It 
nctunlly 1s. 

Tho relntlvcly grcnt frcquoncy wlth whlch 
costs of 4 or 5 and especially O percent were 
mentioned may be Interpreted a s  a carry-
over from other information. Especially 
better educated people dlsllke to confeas to  
nil lntervlewer thnt  they do not  know the 
nnswer to a slmple queetlon. Other studles 
conducted n few years ngo showed the t  the 
rnte of interest pald on U.S. Government snv-
ings bonds ls well known 13 percent or nbout 
3 percent wns the common nnswer) nnd the 
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8-0 is  true of tho Interest rate obt:ilned 
on savings accounts. Most people nlso know 
tha t  borrowing costs more thnn what one 
gets on savings. On the bas18 of these pleces 
of lnformntion, some people nppenr to hnve 
surmised an answer to the questlon of cost 
of installment buying. Thcy rncntlon some 
percentngcs wlth whlch they nrc fnmlllnr 
nnd which accrn appro1)rlntc to thcrn. Ac-
tunllp, thclr nnfiwcrs nrc urllnformcd guesscs. 

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

However. Scnatol* BENNETTalso asks: 
[Is] therc nny justlflcatlon for lcgislntlcn 

in this fleld n t  the Fcdernl level? 

This su~ges t s  that legislntion to pro- 
mote economic stabiliz~tion is not n 
DrODCr function of the Federal Con, rnress. 
- Earlier in  this brief, the relationship 
between inadequate disclosure of thc cost 
of consumer credit and economic in-
stability was demonstrated. 

If the Federal Government should not 
be concernckl about economic stability 
and should not enact laws to promote 
economic stability, then in the name of 
consistency the Fcderal Reserve System 
should be abolished, commercial banks 
should be permitted complete power to 
print currency, and all other tools of the 
Federrs1 Government which are utilized 
to promote economic stabilization should 
be returned to the States. 

I t  is indeed strange to sec those who 
profess such great concern about the 
evils of inflation suggesting that thc prc- 
vention of inflation and the promotion 
of economic stability are not proper
functions for the Federal Government. 

-
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