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amounts to a true annural rate of 15 

other chain dairy 
have refused to buy illntial under
bpcause of the lack 
exlstlng conditions. ss of your 

Very slnccrely yours, 
G .  L. MCFA~ILAND, 

Secretor?/ 

TRUTIl IN LZNDING LEC,+lSLAT1oN 
The SPEAKER pro telnpore. Under 

previous order of the House, the gentle- 
Inan from New York [Mr. HALPERN~ is 
recognized for 20 minutes. 

Mr. HALPERN. Mr. Speaker, I rise 
to call the attention of this Home to a13 
important measure now pending btbfore 
the House Banking and Currency i 'om- 
mittee of which I am privileged hr* be a 
member. I refer to the legislation corn- 
monly known as the truth in lending 
bill which affects the average Arcncricsn 
consumer and the econonly of our Na- 
tion. I t  is my fervent wish that my col-
leagues on both sides of the aisle let 
their views be known on this issue to 
the distinguished chairman and to the 
committee. 

The other body recently completed 
full-scale hearings on Senate bill 
1740, bringing out invaluable, factual 
data and views which I feel give aml3lc 
justification for favorable action on the 
legislation. 

A:; sponsor o; companion leglslatioxi 
to S. 1740, my bill belilg 3.13. 7013, I 
was particularly pleased that the Sub- 
committee on Production and Stabiliza- 
tion of the Senate Banking and Cllr- 
rency Committee agreed to hold these 
hearings and thereby glve every oppor- 
tunity for all viewpoints to bc heard oil 
this important issue. 

I want to express my cornmendatloll 
to the distlriguished Senator froin Illi- 
nois, PAULH. DOUGLAS,for his tireless, 
determined efforts to correct one of the 
gravest consumer problems directly af- 
fecting a vast portion of our population 
and, in turn, the economy and stabllrty 
of our Nation. J was privileged to liave 
been associated v,ith the distinguished 
Senator in the :;~ansorship of this legls- 
lation in the 851,1.1 Congress, aiid to have 
joined hirn in t , ! i t s  presrnt Congress by 
illtroducing H.R. 7013 wllich is identlcnl 
with S. 1740. 

cons-and have concluded that  its en-
actment is essential. That is why I in-
troduced H.R. 7013 this year. That  is 
why I commend the committee for hold- 
ing hearings on the subject and why I 
welcome this opportunity to contribute 
my own views to the testimony. 

Mr. Speaker, a true interest and credit 
carrying charge disclosure law will pro- 
tect the public against the credit decep- 
tions that have brought misery t o ,  So 
many families. Installment purchasing 
abuses are the biggest consumer gyp of 
Our times. With SOme $52 billion in 
consumer credit, exclusive of mortgages, 
outstanding in this country, it's obvious 
t h ~ srepresents a tremendous portion of 
our economy and that regulatory legisla- 
tion is needed to inform the borrower of 
the full extent of his commitment. 

Too often the average person is un- 
aware of the full anlollnt of the total 
costs he must pay when he borrows Or 
buys on time. The borrower, whether it 
be a direct loan, or for a home, a car, 
a te!cvision set,, or any other appliance, 
or acquisition of property, is entitled to 
know how much his total cost is going 
to be. Alld this be 
in writlllg, and as simple as possible. 

Few lenders or installment sellers tell 
the consumer the true and actual rate 
except on mortgages. Not a single State 
rclqllires all lenders or sellers to tell the 
true rate except 111 specified instances. 
Thcy ]nay state the rate as R monthly 
percent 011 the unpaid balance. But, 3 
perccnt per month charged by a small 
loan company is a true 36 percent per 
year The 1'5 percent monthly charge 
by department stores or mail-order 
houses 1s a true 18 percent. 

They may state that the rate is a per- 
cent of the or~yinal debt but a bank 
that charges $6 per $100 annually
charges a true rate close to 12 percent 
per annum. A finance company that  
charges 7 percent on the original bal- 
ance for a car loan really charges you 
about 14  percent annually. When you 
pay back every month you owe an  aver- 
age of only about one-half the original 
debt. Say you buy a used car and have 
a balance of $GOO. The dealer sets a 
finance charge of 15 perccnt, a typical
rate on used cars, you agree to pay in 
12 lll~ilthly installments and the finance 
charge should be $90, but your average 

tion of how much finance charge this 
includes or even the price of the article 
itself. When you put your money in a 
bank it states interest it pays you as  a 
true rate, for example, 3% or 4 percellt 
a year. But when you borrow, the 
amount of interest you pay the same 
bank is stated as  a discount rate-about 
one-half the true rate. 

All the varied ways of stating finance 
charges and interest rates due to the
lack of disclosure requirements pave the 
way for tragic deceptions. me case of 
a Memphis, Mich., family which has 
come to my attention tragically illus-
trates this example. A wife recently 
wrote t o  llugbund's ullion as fol-
lows : 
A couple of months my husballd 

brought home two cards for a free drawing 
of a freezer and a turkey. I sellt them In. 
A M,. A. cam, to the house and said he was 
sorry I didn't win the freezer. Some old 
couple won it. He said he would like t o  
explain the company's f06d plan t o  us. He 
had a wonderful gift of gab. Now we're in 

t r ~ , b l ~ x ~ ~ ~ n ~ ~ ~ ~ ~ , " ' ~ ~ ~ k " , ' , " v ~ i ~ l ~ , " ~ ;  

food if we bought their freezer and the food 
from them. We signed a blank contract 
which he filled out Inter. Here's the con-
tract: 

First contract 
Upright freezerr 20 cubic feet------ $699.50 

ti'x-------------------------- 20.99 

Total selling price----------- 720.49 
Less downpayment---_------------ 25.00 

Amount unpald on cash price 695.49 
Plus time-price differential-------- 186.93 

Total contract time balance,, 882.42 

We would be paying $907.42 for a freezer 


c'nly, In 130 Of $6.70. 

Second co?~tract 

~ o o d----.--_-- $30o.o0 
Sales tax . . . . . . . . . . . . . . . . . . . . . . . . .  D.00 

Total se?img price---------- 309.50 
P1l'S time 13.50 

Total rontmct time bnlmce-- 322.50 

Is to  be Paid for i n  21 weeks' 
'nStallments Of 816.3Ci Th's never 
US we would have to pay all that  interest. 
Hc said we could pay $22.15 for 21 weeks, 

reorder agaill for 21, weeks at the 
end 01 2% years we could the freezer 
didn't cost us  a cent because we Raved on 
food. The food is only meat and some canned 

Considerable !.,t,rides torward have ~ C P ~ Idebt during those 12 months is $325. goods and doesn't take care of all the ~ t s p l e s  
made slncc the l~ltrodu&ion of the )3111 
last year. AmNe o l~~ ,o i t~ l~ i tg r  has beell 
Rivell to all side:, for a full study and 
evalllatioll of the lcglslatlon Tile 
lngs tu which provided Ihe 
poytunity for presentment Of the 

views, reg0rts, and cOncluslOnsOf 

all  collcerneci. I am certain that  corn- 
plcte evaluation of the problem will be 
given by the ~0KImittees in both bodies 
aild I felqvC%tlylwpc t h a t t h e  colnrrtit,tecs 

The true Per annLlm rate is 28 percent. olleuscs. 

Unfortunately, it is ilot always that This Poor fanlily is being charged a 
simple to figure the true rate. Mally true rate of 21 percent on the freezer and 
contracts run for 12 months-relativeig is even payins interest on the sales tax 
easy to figure-but Inany may be for 6, and its food. 
9, 18, or 36 months. Surveys have shown 
that buye1.s rarely can tell the true rate 
when the payments are more or less than 
12 months. Or, sellers may merely tell 
you the amount of credit fee in dollars. 
An auto insurance cornpany says you 
CiLn pay orre-third of this y r e n ~ i ~ ~ m  liow 

Another example brought out by the 
Credit Union National Association Con- 
cerlls a San Francisco workingman who 
u7rote: 

I nnl rnarrird wit11 four children and an- 
other expected. MY wife and I went to  buy 
tl stirtion wagon. We walked into the lion's 



--- - 
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moutn. We tdfl the salesman we could pay
only $80 a month. With ma trsde-hl and 
czsh 3 had a tOW Cd 8750 M put down. The 
snlesman came up with %nb &%I: "YOU Bay 
$68 a monzh for lo  ruonms, and then re-
finance and pay $00 Ior another 98 months. 

am goiaz ta keep $100 of yout downpay-
ment in reserve for when you refinance. You 
pny us on the side $60 in 35 days and in the 
following 10 Monthe, another $110." 

This WRB inBBditlaa%the180 to the bank. 
I didn't realize it buthe was trickiilg me into 
an $87-n-month payment. 

The next day I saw it more clearly and told 
them I didn't want the car. I was threatened 
that they would make me barrow the money 
from a finance company. I went through 
with the deal, figuring that I would pay $87 
for only 10 mortthe. But the dealer didn't tell 
me that it would cost me $250 in interest for 
the 10-month period. The whole incident 
has put a terriflc burder. on mc. Tile balance 
on the contract nt time of purchase was 
83,132. 

Thus, Mr. Speaker, you can see how 
this man was tricked into buying a car 
for $3,882 that  he could not afford. The 
deal was so involved it's virtually impos- 
sible to figure out how much true interest 
he is paying. I know I need not elaborate 
any further. The committees of both 
bodies, I am sure, have been presented 
with ample facts and figures to prove 
how borrowers are duped or misled by 
illterest rates and finance charges when 
signing consumer credit contracts. 
The proposed new law under consid- 

eration would go a lorig way toward cor- 
recting these abuses by requiring credit 
branches to tell the truth about the cost 
of credit. It would make lenders and 
dealers tell you both the true annual 
interest rates and the total finance 
charges, including fees, service costs and 
discounts and ot,her charges when you 
borrow or buy on time. It would re-
w i r e  before the  transaction is consurn- 
mated a clear, written statement setting 
forth the total amount of each charge 
to be borne by the borrower and the 
percentage that such amount bears to 
the  outstanding principal obligation or 
unpaid balance expressed in simple terms 
of interest. 

No longer, then, could the credit 
grantor merely say that  the loan costs 
you "only 3 percent a month" or "you 
pay only 7 percent" or "you can buy this 
car for just $60 a month." 

If lenders and dealers are required to 
tell the simple truth the public will know 
how much interest and charges i t  pays
and can compare these rates with those 
charged by others. other words, when 
the consumer goes illto a transaction, he 
will do so with his eye8 wide open. I t  is 
important to note tha t  the proposed lrw 
does not tell any creditor that he cannot 
levy the charges in questioxi. All it does 
is simply require thai  the consumer be 
fully informed how much he is pnyiiig 
and what for. 
If the consumer buys a car on time, 

the monthly payments would have to be 
broken down to show what part is for the 
auto, what part  is for the service fees, 
what part is for interest, what the rate 
of interest is, and so forth. This cer- 
cairlly seems reasonable enough. 

Ear. Speaker, I said the bill would pro- 
mote economic stability. 1 believe this 
%ioir.trequires frntber er:pla~iatioat. The 

ernrsjtent is to 

cost of credit, as we realize, normally
rises in boom times and drops in periods 
of recession or depression. Under classic 
aeonomie rules, these fluctuations in 
eredlt costs should help to stabilize the  
economy. High credit cosb in boom 
times would restrain credit purchases 
while low costs in a recession would en-
courage credit buying, But, because of 
the eonfusing array af credit charges 
which confront them, consumers, unfor- 
tunately, are seldom aware of the actual 
costs. Thus, most of the stabilizing ef- 
fect of changes in credit costs now is lost. 

I repeat, Mr. Speaker, the provisions of 
this bill are vital. With the kind in-
dulgence of the House I would like to 
sum up by stating my full conviction that  
the legislation would ( a )  promote eco-
nomic stability and thus help to prevent 
depressions; (b) protect consumers 
against fraud, deception, and gouging on 
credit transactions; (c) stimulate com- 
petition ainong merchants and vendors; 
(d)  have little or no effect on the average 
Ese of consumer credit; and (el not be 
burdensome to business nor interfere 
with normal business activities. 

TEIE MULTIBILLION-D LLAR GIVE-
AWAY OF SPACE P OGRESS TO 
PRIVATE MONOPOL ! 
Mr. HAGAN of ~ e o r g i a l  Mr. Speaker, 

I aslc unanimous consent hat the aentle- 

the RECORD. 

man from Georgia? 

up industrial co 
competition, i t  i 
sanctioning the 

thoroughly.
Dr. Dallas W. Smyth , who was chief 

economist of the Fed a1 Communica- 
tions Commission from 943 to 1948, has 
proposed Government le in his recent 
testimony a t  hearings onduot.ed by the 
Antimoilopoly Subcom ittee of the Sen- 
ate Small Business Co ittee. 

I-Ie recommended a communications 
satellite authority, owl ed by the Gov- 
ernment. I t  would be rcarrier's carrier 
for all domestic and for ign communica- 
tions companies. Pr' ate companies
would lease radio spae from this au-
thority, competing in t e usual way for 
the available business. 

Eventually this autho ity would be su- 

own outer 

E:DUCATION FOR MERICAN 
FREEDOM. IkC. 


