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as brought out in. rbesmmo “and Currency
‘Committee on June 28, 1967, ) ;
open-end credit plans which ‘we do not feel are condiucive to developing a pnonper-

gcompetatwe situation -within the industry. However |

efe fire sections concerning. thewhstmcrtlon between

[[R. 11602 represents a com- L

Dpromise developed from seven years of work and study. We would hope to further

improve upon its prowsmns However, if left with a choice between - accepting -
“H.R. 11602 or regressing to H.R. 11601 we express the vieW of lthe ma;]orrty of our‘; i
~mem:bers, Whloh would be acceptance of H R. 11602 - r

:STATEMENT oF NATIONAL RETAIL MERCHANTS ASSOOIATION SUPPORTING 'er Ex-_" '
EMPTION OF ‘CREDIT .SERVICE CHARGES oF Lmss THAN $10 FROM DISCLOSURE IN.
- TERMS OF AN ANNUAL RATE s : «

Governor Robertson recommemied an exemptlon from annu

of credit bransa;ctwns under $100 or where the credit serviee charge is $10 or less.

f'rate dlsclosure s

He said “ . . a small finance char.ge—-«m dollar amount—is not of great s1gn1ﬁ-' T

«cance to the credit user regardless of the effective rate of finance charge.’? 4
~ The disclosure of credit service charges in terms of an annual 1
desirable on large credit transactions, particularly where
extend for periods as long as five years. It has no meaning «
‘small sales with maturities of less than one year. For the small 1iles
control of costs is necessary to remain competitive. He has neithe 16 o
‘the eqmpmenrt nor the time in connection with each small sale to conve redit
service charges into an annual interest rate. His customers would: neither ap-jr’

preciate nor tolerate the delay in being waited-on, Furthermore, such conversmn;
and disclosure would be more. confusing than. helpful to the consumer,

Certain basic facts about credit should be considered. Most significant, rthere are: c

fixed initial costs of processing each credit application and ‘credit transaction
which are constant regardless of the amount of the account balance or theé amount

of the particular purchase. Such costs include initial mtervmwmg and eredit. e

investigation, clerical and | bookkeetpmg eosts, and. colleotlon -expense. Beeause of
small purchases these fixed“costs are spread over a smaller dollar am )
are disproportionate in percentage terms to the same-costs-on larger tran

otions

The. d@spmpo'rtwnwte ﬂwed, cost element of ewtend/my eredit-for short periods on r'?i
small sales is an economic fact which cannot be disregarded, and it should be -
mowed properly as a sermce ohwrge, rather than a/n, interest oharge for the use.

éof money. it

. If retailers who sell small-tlc et: items almost exoluswely are
quote a dolla :
‘on \transactlons ‘that liqmda;te in periods conexd.erably shorter than
that rate would appear to.be disproportionately hbgh It would. place th
at a competltlve dlsadvantage W1t;h those who mclude all or.part o

charge to defray the c0sts of extendmg credit: Yet byz:g uotmg an annual rate’

by mamtammg a low eash pnemg pohcy w1th muumal mark-up”' neede t seriiioe .

tomer motwated by shock rather than reason, could pay as much or more by . \
patromzmg a ﬁrm that mcludes credlt servwmg oosts 1n 1ts orlgmal priemg ey

wlr e of: add~on purchases, no: addltlonal:servzt e
ould  the gelle

pureha ses is; extended b
is assessed: to the buyer for. the extended time. allowed

required to compute an annual rate on small sales of $100 or less, and be forced
to bear the expense of- thls addltlonal work there would ‘be 110 reason for him o



