CONSUMER CREDIT PROTECTION ACT T

Ainance' charge would have to tell the customer the finance charge would be 18 -
percent a year.” - . i IR IR ComEl e ey
 “The two disclosure requirements result from the fact that in eone case the
seller retains title to the merchandise until it is paid for and in the other case
he does not. This kind of discrimination is to be regretted, despite the fact that
the committee worked diligently to find a way to work out the most equitable

answer to a truth-in-lending bill that is aimed ‘at giving consumers’ the kind

tic in determining the method of disclosure is also pointed out by our economic
consultant Dr. Albert Haring: o , S I T
. “Nothing about open-end credit plans or revolving. credit plans, ‘as methods
‘of granting and administering credit, appear to be tied to passing title to the
buyer immediately, to the size of the credit, or to the amount of the minimum

monthly payment. Although certain stores commonly pass title immediately = -

‘under their revolving credit plans, certain other types of retailers, mainly
-independent specialty stores do this less"frequent‘ly; The same problems of “free
ride” and monthly  consumer choice about payment (above minimum ) affect
-the equivalent annual interest rate. Regardless of what decision the Congress
‘may reach about these problems, avoiding serious discrimination between‘fcr'edijt
.grantors’ offering the public comparable credit arrangements' should, it ig bé-
‘lieved, have a high priority. : ER S
“Large stores and smaller specialty stores are direct competitors in ‘both mer-
chandise and services, and credit is an important service. Customers who-make
frequent burchases in a store, because of the many departments within - the
store, have a high degree of interest in maintaining their credit rating with that
store and, therefore, the need for title retention is greatly lessened. On the other
‘hand, in specialty stores with single line:of merchandise, where customers
purchase less frequently, there is a _greater need for title retention. Stores with
‘many departnients often inelude a “furniture department, an appliance  depart-
‘ment, a musical instrument department, a sporting goods department, a hardware
‘department ; each of these major departments can be congidered as a specialty
store within the large store (and sometimes such departments are leased ‘to
Specialty store operators). The consumer knows this and shops .at both ‘the
-Special departments of these stores and at the specialty stores. Should not both
be required to quote identical credit terms for the same credit offer to the public 7
© The economic advantage that the discriminatory provisions of 8. 5 will give
to large stores using revolving credit plans is confirmed in a recently completed
study by a research firm that analyzed why the consumer buys where she does.
The $120,000 study, commissioned by the N ational Retail Furniture Association
and 17 other organizations in the home furnishings field, ‘was conducted by three
research firms: National Family Opinion, Ine., Toledo, Ohio; Social Research,
Ine., Chicago, I1l.; and Arthur D. Little, Ine., Cambridge, Massachusetts, =
. _The results of the study—reported at a special conference here in ,Wa,sfhingt)on,

D.C., this week—demonstrate that the customer makes ‘her decision on ‘where

‘reveals that home furnishings shoppers will not visit a store that does not have a
“good” reputation in the community. Thus, S. 5, which would permit large stores
selling home furnishings to quote a monthly rate of 1%, percent would give furni-
ture stores quoting an annual rate of 18% a reputation of being “bandits” who
charge a high credit service charge, even though the actual cmdit"c‘harge:s are
the same in both stores. : : . ' St
. Retailers for many years have been divided into two groups, large mercantile
stores and smaller specialty stores. The stores our Associations represent here
today are in the smaller specialty group. Yet, both groups carry many of the

: switching to revolving credit. If Congress permits stores to continue to respond
to customers desires—and does not establish road-blocks Ito hinder this move-
~ ment—I am sure that there will be even more progress in ‘thig direction in the
_years ahead. « ( o : o Ei
Years ago the 80-day charge account was beset with the problem of paying
in full each month and out of this problem grew ‘the option to pay in full or
monthly. So it took on aspects of the time payment instalment plan, The main
~ difference was that the service charge was computed monthly, At the same time,
the instalment sales plan moved toward an open-end plan with the service
- charge computed monthly. » : 2
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