1961

The present practiced Of making socret
diseounts and special rebates, together with
the excessive extension ¢f credit—8 manths
on purchases and subptantial unsecured
joans at low interest ratds by the financially
powerful may eventually] calse our demise.
The sttuation in Indianalis s0 bad, with the
chain merchants and chagn dalries presently
gperating in the State dppressing the dairy
industry, that the market value of existing
independent dairies has bpen destroyed.

Other chain dalry operjtors are known to
nave refused to buy any Rusiness in Indiana
pecause of the lack of profit potential under
existing conditions, The success of your
work is our only hope.

Very sincerely yours,
G, L. McFaRLAND,
Secretary.

TRUTH IN LENDING LEGISLATION

The SPEAKER pro tempore. Under
previous order of the House, the gentle-
man from New York [Mr. HaLpern} is
recognized for 20 minutes.

Mr. HALPERN. Mr. Speaker, I rise
to call the attention of this House to an
important measure now pending before
the House Banking and Currency Com-
mittee of which I am privileged tc be a
member. I refer to the legislation ¢om-
monly known as the truth in lending
pill which affects the average Armnerican
consuwmer and the economy of our Na-
tion. It 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 ample
justification for favorable action on the
legislation.

As sponsor of companion legislation
to 8. 1740, my bill being H.R. 7013, I
was particularly pleased that the Sub-
committee on Production and Stabiliza-
tion of the Senate Banking and Cwur-
rency Committee agreed to hold these
hearings and thereby give every oppor-
tunity for all viewpoints to be heard on
this important issue.

I want to express my commendation
to the distinguished Senator from Illi-
nois, PavLl H. Dovucras, 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 stability
of our Nation. I was privileged to have
been associated with the distinguished
Senator in the s;ponsorship of this legis-
lation in the 86th Congress, and to have
joined him in the present Congress by
introducing H.R. 7013 which is identical
with 8. 1740.

Considerable strides forward have been
made since the introduction of the bill
last year. Ample opportunity has been
pivent to all sides for a full study and
evaluation of the legislation. The hear-
ings to which I refer provided the op-
portunity for the presentment of the
fullest views, reports, and conclusions of
all concerned. I am certain that com-
plete evaluation of the problem will be
given by the committees in both bodies
and I fervently hope that the committees
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will act, without delay, in bringing the
issue before the current session of Con-
gress,

Mr. 8Speaker, since introducing HR.
103490 in the 86th Congress, I have be-
come even more convinced that this
kind of legislation is necessary. I re-
studied the problem; I reviewed every
aspect of the legislation—ihe pros, the
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 hrought misery to 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
this represents 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 amount of the total
costs he must pay when he borrows or
buys on time. The horrower; whether it
be a direct loan, or for a home, a car,
a television set, or any other appliance,
or acquisition of property, is entitled to
know how much his total cost is going
to be. And this should be mandatory,
in writing, and as simple as possible.

Few lenders or installment sellers tell
the consumer the true and aectual rate
except on mortgages. Not a single State
requires all lenders or sellers to tell the
true rate except in specified instances.
They may state the rate as a monthly
percent on the unpaid balance. But, 3
percent per month charged by a small
loan company is a true 36 percent per
vear. The 1!% percent monthly charge
by department stores or mail-order
houses is a true 18 percent.

They may state that the rate is a per-
cent of the original debt but a bank
that charges $6 per $100 annually
charges a true rate close 1o 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 $600. The dealer sets a
finance charge of 15 percent, a typical
rate on used cars, you agree to pay in
12 monthly installments and the finance
charge should be %90, but your average
debt during those 12 months is $325.
The true per annum rate is 28 percent,

Unfortunately, it is not always that
simple to figure the true rate. Many
contracts run for 12 months—relatively
easy to figure—but many may be for 6,
8, 18, or 36 months. Surveys have shown
that buyers 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 guto insurance company says you
can pay one-third of this premium now
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and the balance after 60 days for a small
extra charge. The small.chdrgs actually
amounts to g true annual rate of 15
percent. Y :

The latest device is not to Qisclose the
monthly interest or discount rates,
tricky enough as they are. Sellérs say,
“You can buy this. refrigeraior for as
little as $10 a month."” There'is no men-
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 percent
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 fo the
lack of disclosure requirements pave the
way for tragic deceptions. The case of
a Memphis, Mich., family' which has
come to my attention tragically illus-
trates this example. A wife recently
;vrote to her husband’s union as fol-
oOWS!

A couple of months ago my husband
brought home two cards for a free drawing
of a freezer and a turkey. I sent them in.
A Mr. A. came to the house and sald he was
sorry I didn’t win the freezer. Some old
couple won it. He sald he would like to
explain the company’s food plan to us. He
had a wonderful gift of gab. Now we're in
trouble and wonder where all this will lead.

He explained how we would save on our
food if we bought their freezer ahd the food
from them. We signed a blank contract
which he filled out later. Here’s the con-
tract:

First contract

Upright freezer, 20 cubic feet.._.__ $699. 50
Sales tax_ . ___ .. 20.99

Total selling price. . __ ... 720. 49
Less downpayment.. ... __..______ 25.00

Amount unpaid 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
only, in 130 weekly installments of $6.79.

Second coniract

FOOQd . e —————— $300. 00
Sales GO 9. 00
Total selling price---nmaoa. 309. 50
Plus time differential __.____..___ 13. 50
Total contract time balance_. 322,50

The food is to be paid for in 21 weeks’
installments of $15.36. This man never told
us we would have to pay all that interest.
He sald we could pay $22.15 for 21 weeks,
could reorder again for 21 weeks and at the
end of 2, years we could say the freezer
didn’t cost us a cent because we saved on
food. The food is only meat and some canned
goods and doesn’'t take care of all the staples
one uses.

This poor family is being charged a
true rate of 21 percent on the freezer and
is even paying interest on the sales tax
and its food.

Another example brought out by the
Credit Union National Association con-
cerns a San Francisco workingman who
wrote:

I am married with four children and an-
other expected. My wife and I went to buy
a station wagon. We walked into the lon's
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mouth. We told the salesman we could pay
only $60 & month. With my trade-in and
cash I had a total-of 8760 to put down. The
salesman came up with this deal: “You pay
$60 5 month for 10 months, and then re-
fingnee and piay $60 for another 38 months.
I am going to keep 8100 of your downpay-
ment in reserve for when you refinance. You
pay us on the side $80 in 30 days and in the
following 10 months, another $110."

‘This was in addition £ ¢ha 360 to the bank.
1 didn’t realize it bitt he was tricking me into
an $87-a-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 borrow the money
from a finance company. I went through
with the dezal, figuring that I would pay 387
for only 10 months. But the dealer didn't tell
me that it would cost me $250 in interest for
the 10-month pericd. The whole incident
has put a terrific burden on me. The balance
on the contract at time of purchase was
$3,132.

Thus, Mr. Speaker, you can se¢ 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 heen presented
with ample facts and figures to prove
how borrowers are duped or misled by
interest rates and finance charges when
signing consumer credit contracts.

The proposed new law under consid-
eration would go a long way toward cor-
recting these abuses by requiring credit
branches to {ell 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 other charges when you
borrow or buy on time. It would re-
quire before the transaction is consum-
mated a clear, written statement setting
forth the total amount of each charge
{0 be borne hy the borrower and the
percentage that such amount bears to
the outstanding principal obligation or
unpaid balance expreszed 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 tize public will know
how much interest and charges it pays
and can compare these rates with those
charged by others. In other words, when
the consumer goes into a transaction, he
will do so with his eyes wide open. It is
important to note that the proposed law
does not tell any creditor that he cannot
levy the charges in question. All it does
is simply require that the consumer be
fully informed how much he is paying
and what for.

If the consumer buys a car on iime,
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 zo forth. This cer~
tainly seems reasomable enough,

Mr. Spesalser, I said the bill would pro-
mofe economic stability. I believe this
point requires further explanation. The
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cost of credit. as we realize, normally

‘rises in boom times and drops in periods

of recession or depression. Under classic
economic rules, these fluctuations in
eredit costs should help to stabilize the
economy. High credit costs in boom
times would restrain credit purchases
while low costs in a reeession would en-
courage credit buying, But, because of
the confusing array of credit charges
whicli 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; (¢) stimulate com-
petition among merchants and vendors;
(d) have little or no effect on the average
use of consumer credit; and (e) not be
burdensome to business nor interfere
with normal business activities.

THE MULTIBILLION-DPLLAR GIVE-
AWAY OF SPACE PROGRESS TO
PRIVATE MONOPOLY

August 18 |

up industrial combinatfons that kill of
competition, it is contrpdicting itself by
sanctioning the develogment of a supey-
monopoly, This giant cpntrol 1s bound to
clash with the legitimkate interests of
other nations,

The tremendous lobbying effort that
is going on behind the $cenes to put this
grab across before the public awakens ip
its dangerous implicatiéns, is the reason
why Congress should air this situation,
thoroughly.

Dr. Dallas W. Smythke, who was chief
economist of the Federal Communica-
tions Commission from [1943 to 1948, has
proposed Government fule in his recent
testimony at hearings qonducted by the
Antimonopoly Subcommnjittee of the Sen-
ate Small Business Conlmittee.

He recomimended & |[communications
satellite authority, owrnjed by the Gov-
ernment. It would be 3] carrier’s carrier
for all domestic and forgign communica-
tions companies. Private companies
would lease radio spacg from this au-
thority, competing in the usual way for
the available business.

Eventually this authotity would be su-
perseded by an authority of the United
Nations before communications satellites
become another battleggound in the cold
war, with the United Stdtes and Russian

systems vying with eac

other in ways

Mr. HAGAN of Georgia

I ask unanimous consent

Mr. Speaker,
hat the gentle-

man from Massachuset}s [Mr. LANE]

may exleud his remarks
the RECORD.

The SPEAKER pro tenjpore.
objection to the request

man from Georgia?

There was no objection

ht this point in

Is there
of the gentle-

Mr. LANE. Mr. Speaker, communica-

tions salellites, orbiting
be phones in space.
provide worldwide TV
enable the viewer at ho
as they happen anywher

It is estimated that thi

the earth, will

Later on they will

plays that will
e to see events
on this planet.
service will be

which would be damaging to all nations.

The spatial network
people of this planet.
peace, it cannot be entrjusted to an all-
powerful private monopoly or consor~
tiumn, that, by its very nature, places
the profit motive abovq all other con-
siderations.

Space communication patellites require
Government launching gnd tracking fa-
cilities. They inevitably involve other
nations and other formd of government,

In the public interept of all, they
should be under the authority and con-
trol of the U.S. Governgnent at the be-

and

doing billions of dollars|{worth of busi-
sithin 10 to 15 yeafs. The race is

on to sue who will corney this market.
The Federal Communications Com-
mission i1s under pressyre from every
segment of the communiqations industry,
singly or in groups, all pattling for the
vrize which is ownership and control of
the communications satellite system with
the power and the profif that will flow
from it.
The average Americar] ¢cannot under-
stand why his Government, which has
invested billions in the rgsearch and de-
velopment of satellites, ahd will continue
to do so until the satellitd system is effec-
tive, is thinking of turnjng it over tc a
group of American intdrnational com-
munications companies, ynder the domi-
nation of one.
This field of progresy, developed by
the U.5. Government and financed out of
taxes paid by the American people,
should not be given to the ownership, op-
eration, and contrel of jrivate corpora-
tions.
Little thought has heen given fo its
impact on foreign relatlpns. At a time
when the policy of our Guvernment is to
discourage the formation of, or to break

-of our free enterprise

ginning, eventua
authority of the United

Shall the corporatid
space?

They have been most
tion to every program
designed to promote so
economic justice within

ridicule such progress as
But when they see tha
get for themselves the 1

ly under
Nations,
ns own outer

yocal in opposi-
bf Government
e measure of
the framework
system. ‘They
oiveaways.

opportunity o
hultibillion-dol-

lar giveaway of the fortfine invested by

Americans through their

the development of spacd

Government in
satellites their

hunger becomes insatiablp.

Shall private monopol

I again become

more powerful than repnesentative gov-

ernment as it was in time
Not if the American

$ past?
beople and the

Congress wake up to the multibillion-

dollar giveaway that is

the works.

EDUCATION FOR AMERICAN
FREEDOM, INC.

Mr. HAGAN of Georgia

T ask unanimous consent
man from Michigan [Mr

Mr, Speaker,
that the gentle-
ALesinsx1] may

extend his remarks at this point in the
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