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On May 16, James ‘H. Hunt, Vermont’s Commissioner of Banking and Insur-
“ance,-said he doubted that the states;; “as g group, are dealing affirmatively
and effectively with  this problem’” 13 years after a DPreviousg investigation\“ of
abuses by the Senatef‘su‘bcommittee. While he shieg away. from recommending
federal action in ‘a- field Whi‘chi»fCongress;has reserved for the states, he said
there “would be many advantageg t‘o‘federal;regulation” and he would not “worry

“In most states,” Mr. Hunt«testiﬁed, vf‘the debtor is baying excessivé DPremiums
and needs help .. . Credit i‘snsprance is subject to yvi(}esprea‘dabuse."’ He claimeq

erditor accepts the highest big rather than the lowest becauge he gets the @i~
ferences in kickbacks in one form or another.” He called thig “reverse competi-
tion”——competition that pusheg ‘Tates up rather than down,  “The debtors‘form

4 captive market for the insurance ang have no ability to evaluate the reason-

ableness of the ‘insurance charge,” Mr. Hunt addeq.
' - ABUSES

Vermont’s ‘commissioner pointed out that in many cases the credit extenders’
set up their own credit-insurance companies. He said the insurance abuses ‘in-
clude failure to refund the unearned insurance preminm on refinancing or re-
bayment.of the debt, byramiding of bolicies:when debts are reﬁnanced,;exeyess‘ive ,
coverage, the addition of‘ﬁnanee;eharges”to the insurance bremium, and failure ..
to refund finance charges on bPrepayment of a deht due to the death of an instired
debtor,. - - ‘ A ; I IRE o '

. Many of the best insurance companies, Mr, Huntindicated,,are discouraged

by the abuses from seeking new business in the credit-insurance field. He said

“the largest companies “are only modest barticipants in credit finsurance”' -and
“this is a serious indictment of the credit-insurance industry for it tends to breed

‘a myriad of inefficient companies whose administrative and other expenses would
choke them if they had to compete on a price basis.” o oL T

Many of the Vermont commissioner’s Views were echoed by South Caroling’s
Chief Insurance Commissioner, Charles Ww. Gambrell.r He described consumerf,
credit insurance ag g “‘camouflage to obseure from the borrower the actual cost
to him of the loan” and as “a devious and costly. rigmarole” intendeg to increase
the lender’s income. s L o S Cen :
He'related the difficulties his-state has been having in coping wit

‘To urge that this solemn farce wh umer-credit insurance bhe
ended or curbed through denying th represented.by Me.
Carran-Ferguson [the federa] law] to actions which Dose as
‘insurance,’ is not to espouse federal rance. Indeed, freeing

s, th gulating { surers; who are held jin
thralldom by the lenders, would enable state regulation to addresy itself to its
true functions of regulating fmﬁ solvency ang broteeting the insuring bublic.” -

* VERTICAL MONOPOLY

for insurance of hig choice, Drevents competition, and restraing trade * * * jp
violation of the Sherman Antitrust “Act.” But, he addedq, under existing law “it
s difficult to enforce g ‘prohilbitionragainrst tied-in saley of credit insurance.” The .
best Solution would be g new law that woulq “separate the creditor from the -
insurance company and from the inrstiranee,income. This can be doneby prohibit-
ing the creditor from obtaining any compensation, directly or indirectly, from the
insurance except the insurance security for the loan or for the pledged Property.”
Mr. Fritz maintained that g federal law is “the only Iikely'hope for Protection to
the consumer from the evils of tied-in insurance,” - A S A
“Another state ingurance commissioner, testifying ‘before the Su‘bcommi'ttee on

May 18, said the consumer-credit insurance fielq has “become 3 racket.” Magsa.
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