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Details of the hell researeh center
plans will be a.nnoun ed. ‘by .9, Bureau
of Mines officials within a few days. But
because of the free-whrld importance of
this new research cenper to 1geated in
Texas—which with RI. it§ slibst
natural gas reserves ljas y oneo
fields which producslhelium-—I wanted
to express the pride and pieasure ‘of Tex-
ans in welcoming this. important new
facility to our State.

'This development. i$ a most, imporbant
one in the High Plalks région; which is
that area over 3,500 fpet above sea level.
This is a great undergrounc résource
which will speed the lentire economy of
our Nation.

THE TRUTH ABOUT THE “TRUTH IN
LENDING” BILL

Mr. BENNETT. Mr. President, I look
around the Senate Chamber and hear no
further requests to yield. Therefore, I
should like to hold the floor without
yielding until I finish what I have to
say.

Last Thursday the senior Senator
from llinois [Mr., DougLasl introduced
what he called the “t{ruth in lending”
bill, and he, the Senator from Wisconsin
[Mr. ProxmIRE], and the Senator from
Oregon [Mrs. NEUBERGER] spoke in sup-
port of it.

Those who embark on a crusade in the
name of truth take on themselves a great
moral obligation. ‘They must search for
truth diligently with open minds—minds
that are not so prejudiced that they
reject, oppose, or ignore all faects that
do not fit into their conceived goal or
purpose. 'That is certainly required of
us in Congress; and if we are to find
truth in anything, including truth in
lending, we rust maintain truth in
legislation,

Is this bill, 8. 1740, conceived and
supported in the clear spirit of truth?
Do its requirements meet its stated ob-
jectives? Are the examples used and the
arguments made to support it clearly
relevant, internally consistent, and free
from concealed purpose? Speaking as a
member of the Subcommittee on Bank-
ing and Currency, which heard a sim-
ilar bill last year, my answer to all of
these questions would be an unqualified
“NO."

It will take many hours of testimony
and questioning in the committee to
bring out all thie evils buried in this bill;
but from last year's hearings, this year’s
text and last Thursday’s opening state-
ments, we can easily discern what to look
for.

Last year its author called it the
Finance Charge Disclosure Act. This
year, with a flourish, he rechristened it
the “truth in lending bill.,” I could sug-
gest a few other titles which seem to me
to be more appropriate. For instance,
if Perry Mason were naming it, he might
very well call it “The case of the cross-
eyed credit controls,” because its stated
objective -looks toward one goal and its
key provisions toward another. Another
phrase that suggests itself is ‘“nonsense
and non sequitur” because the bill would
not affect most of the evils described in
the “horrible examples” used to arouse
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erptional support for it, and iis key pro-
visions are, in my opinion, incapable of
being understood, complied with, or en-
forced. Resorting to a bad pun, I have
called this whole procedure the hidden
bill trick. That this designation fits 1s
cvident a1l through the bill.

Pirst, the language which describes
the stated obiective of the bill conceals
the true purpose.

Second, it alsc may conceal an anti-
business bias, including an apparent be-
lief that businessmen must be immoral,
ipso facto.

Third, the lurid examples, presented
in the testimony, actually involve fraud
and other crimes which are already
punishable by local law.

Fourth, the language of the bill hides
a hoax, because the bill as it is written
cannot be enforced without also setting
up and using vast new Federal powers to
change the whole pattern of our pres-
ent system of using credit in retail dis-
tribution, and to fix prices on every com-
moedity and service in every town in the
United States.

Tifth, our search for truth should lead
us to try to discover whether there is any
justification for legisiation in this field
at the Federal level. Have the States
been asleep to the desirability of accu-
rate, workable laws to provide truth in
lending?

Sixth, and finally, we conie to the
question which should have basic and
ultimate concern for all of us, who, as I
said at the beginning, should be dedi-
cated to truth in legislation. Is the bill
constitutional ?

UNSUPFPORTED PREMISE

Let us start at the heginning with the
objective., Does it state great truth—or,
in faet—is it truth at all? Let me read
again—it claims that Congress finds and
declares:

Economie stabilization is threatened when
credit i used excessively for the acquisition
of property and service. The excessive use
of credit resmlts frequently from s lack of
awareness ¢f the cost therecf to the user.
It is the purpose of this act to assure a full
disclosure of stich cost with a view to pre-
venting the uninformed use of credit to the
detriment of {he national economy.

This premise is at best highly debat-
able., Not a single line of testimony was
presented to support this proposition at
hearings on a similar bill last year. On
the contrary there was opposite testi~
mony by Prof. Theodore N. Beckman,
professor of marketing at Ohio State
University. e presented official statis-
ties demonstrating that consumer debt
had shown a very stable relationship to
gross national product and personal dis-
posable income during the preceding 4
years., His dats alse showed that rates
of repayment had maintained a sensible
relationship to new extensions of credit
during the same period. His testimony
was uncontradicted.

Furthermore, Federal Reserve Board
officials concerned with consumer credit
have fiatly refused to commit themseives
10 any specification of a safe or unsafe
ratio of consumer debt in relation to per-
sonal income or any other economic
yardstick. 8o far as the rvecord shows,
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consumers are better managers of their
own credit problemis than the sponsors
of this bill would have the Congress be-
lieve.

Certainly 1 have seen nothing to war-
rant a congressional endorsement of the
first bland assumption made in the dec-
laration of purpose of this bill.

Now let us look at the bill's stated
objective again in terms of its proposed
solution. Are the two inherently re-
lated——or is this a great non sequitur?

FIOW MUCH CREDIT IS TOO MUCH?

In the first line it says Congress finds
and declares that economic stabilization
is threatened when credit is used exces-
sively for the acquisition of property
and services. Have we found that? 1Is
our gross national product, which is
the total of goods and services, too high?
Should we be working to cut it down?
The bill suggests this, but does not say
50 specifically. If there is an excess of
¢redit in this country, how great is it?
And if this excess threatens economic
stabilization, how shall we eliminate it?
The bill does not attempt to set stand-
ards for proper credit volume, but says
“this frequently results from a lack of
awareness of the cost thereof to the
wuser.” Is this a valid reason? If so, is
it the only reason? Or, the chief one?
If the bill is passed, could we expect to
have greater economic stability?

Or would we have economic ¢haos?

The plain inference of the bill is that
there is now excescive credit in our dis-
tribution system which must be taken
out., Where? Examples given point to
durable goods such as automobiles. By
how much is automobile credit exces-
sive? If we take this excess out, by how
much will we add to the unemployment
in Michigan? The same question can
e asked for any industry whose prod-
uects are bought on credit.

Underlying the bill is an anclent myth
which assumes there is a limit of virtue
in interest rates, and that this is set at
6 percent. The corresponding inference
that every finance charge above 6 per-
cent is immoral. Could we apply this
vardstick to all credit transactions and
improve the stabilization of the econ-~
omy? The truth is that if all consumer
credit transactions above § percent were
considered excessive, and therefore had
to be eliminated, our whole present eco-
nomie system of mass distribution, in-
stead of being stabilized, would collapse.
The truth is that most, if not all, of our
retail trausactions involving delayed
time payments include other factors, the
total cost of all of which far exceeds
2. 6 percent simple annual rate.

S. 2755, introduced in the last Con-
gress, required that all charges for
eredit be totaled and stated as “simple
annual interest”. 7To have done this
would have reguired a statement that is
patently untrue; since interest, the cost
of the use of money, is only one part
of the cost of retail credit, which is usu-~
ally unsecured. In order to provide
credit to his customers, the retailer must
himself borrow money at prevailing in-
terest rates. In addifion, he must incur
other costs, including the cxpense of
checking credit, keeping records, making
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collections, and the burden of bad debt
Iosses, to name only & few—of o myriad
of small transactions.

Actually the sum of other costs which
are required to provide “on-the-spot”
time-payment credit service for retail
purchases is several times greater than
the cost of the interest component.

ACTUAL COSTS OF CREDIT

A fundamental truth in lending, which
the sponsors of this bill seem incapabile
of learning, is that the cost of providing
retail merchandise credit, repayable in
small installments at the customer’s con-
venience, ranges from 12 to 18 percent
per annum-—the actual prevailing
charges of reputable merchants.

The rcal cost of providing consumecr
credit is, of course, reflected by the nu-
merous State small-loan laws. They au-
thorize rates of 2 to 3 percent per month.
In passing, it is significant to note that
these laws require only disclosure of the
applicable monthly rates, not the annual
rates of 24 to 36 percent per year. I be-
lieve this, too, traces to the 6-percent
myth, which would drive consumers to
unlicensed loan sharks operating on a
larcenous lump-sum basis, in the mis-
taken belief that it was cheaper than in-
terest at 24 percent per year, permitted
under State laws,

The reasonableness of an 18-percent
annual finance rate for retail merchan-
dise credit, in the light of related costis,
was affirmed by a proponent of the bill,
former Congressman Voorhis, He is ex-
ecutive director of the Cooperaiive
League of the United States of America.
This is what he testified:

I know that retail stores have to charge.
monthly charges on credit accounts prob-
ably because it ls a costly proposition. I
alzo expect they do not maybe even cover
that cost and that the people who pay cosh
are subsidizing the people who are gettihg
the credit in many cases.

And I want to try to make it clear that 1
am net hlaming the retail stores for charg-
ing 1V, perecent per month.

A bhanker witness, who testified for
tlie bill, said the same thing. Speaking
of retail credit charges, Mr, Herbert E.
Cheever, vice president of the irst Na-
tional Bank of Brookings, S. Dak., said:

Therce are transactions certainly where 175
percent per rnonth would not be exorbitant,
depending upon the risk and the amount
of the transaction,

Official statistics prove that he is right
and undermine any contention that re-
tail merchants are using credit charges
as a device to exploil consumers. Ac-
cording to Internal Revenue Service [Lig-
ures included in the record of last year's
hearings, the retail industry’s after-tax
earnings in 1957-58 were only 2 percent
of sales and 6.2 percent of assets. Com-
parable figures for manufacturing indus-
tries during the same period were 7 and
10.1 percent, respectively,

The prevalence of the 6-percent notion
was affirmed by credit union representa-
tive Donald J. MacKinnon of the Fort

Tearborn Federal Credit Union, who
testified:
We have even been accused of usurious

practices when we iell a member that we
charge 12 percent per annum,



1961

HORRIBLE EXAMPLES

Now lef us see what the bill will do
in the lght of these facts, The irrele-
vant horrible examples contained in last
year's hearings, and the uninformed edi-
torials they inspired, some of which were
put in the Recorp last Thursday, reveal
an unwarranted attempt to besmirch the
image of all retailers, big and little, who
sell on credit. In his speech on Thurs-
day, on page 6854 of the REcorp, Senator
DovucLas says he is not trying to indict
the American business community, tut
he also says the consumer does not get
true and accurate information irom
them—Dbusinessmen-—about credit. {le
then implies that they cannot be ©X-
pected to have any morals because they
“have fallen into a business jungle whiere
survival seems to have depended on
camouflaging, hiding, or understating the
real price of credit.” This bill is sup-
posed to release them from that bondage.
I claim that there is no such jungle now,
but that this bill would create one.
Where is the truth?

Let me put this problem in ths frame-
work of the bill before us, S. 1740, Let
us assume that the Douglas bill is en-
acted and the reputable retail merchants
advertise credit charges of 15 to 18 per-
cent on the basis of simple annual rates
as required by the bill. What will be
the reaction of the credit exploiter who
is the assumed target of the bill? I can
envision the ads now:

Why pay 15 percent or 18 percent for
credit? Buy here and get 24 mouths to pay
without any credit charge.

The very enactment of this bill and
the attendant publicity on the impor-
tance of percentage rates would put a
premium on such advertising, Nothing
in the bill could stop such advertising
because every merchant is free to absorb
his credit costs in price, if he so chooses.
And what will the legitimate merchant
do in the face of such competition? The
answer is plain. He will have to follow
suit. For the average consumer will mis-
takenly assume that the merchant who
advertises the true annual cost of retail
consumer credit—15 percent to 18 per-
cent—Iis the exploiter while his benefac~
tor is the rnerchant who provides credit
without charge, Preciscly those consum-
ers who are presently susceptible to ex-
ploitation by way of excessive credit
charges will bhe the first to patronize
the merchart who advertises no charge
for credit.

DISADVANTAGE TO STATE THE TRUTH

The unfortunate fact is that because
of public conditioning, the communica-
tion to consurners of an 18 percent an-
nual rate would penalize the honest
merchant who gave the message. Let
me quote a witness who appeared at the
behest of the Senator from Illinois.

I refer to Professor Morse of Kansas
State University. These are his words:

Yes, this seems to be the market truth.
That is, one would be at a competitive dis-
advantage to state the truth, the true rate
of Interest under prevalling conditions.

It would appear to be quite disastrous Lo
be quoted at 12 percent or 18 percent, et
cetera.
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We cannot escape the plain answer
fhat in a competitive economy such as
ours no merchants can afford to state
actual annual rates unless all merchants
de so. I repeat there is nothing in this
biil that can require all merchants to do
so. On the contrary, adoption of this
bill would encourage the very thing at
which it is aimed. It would put a pre-
mium on deceptive pricing and adver-
tising practices by a small group of un-
scrupulous credit merchants and in the
long run force such practices on the
great body of legitimate business.

BILL WQULD HIDE CREDIT COSTS

So passage of this bill will not affect
the exploiters; less, not more, credit in-
formation will be furnished the public;
and beyond this, cash customers will be
saddled with hidden credit costs. Let
there be no mistake about these inevi-
table consequences of this bill. They
are borne out by the testimony of wit-
nesses favoring the legislation at last
year’s hearings.

Let there be no mistake either about
the decency of the credit practices of
the overwhelming majority of American
businessmen. The record of last year’s
hearings is equally clear on this. Again
I refer to the testitmony of witnesses who
supported the bill. Mr, MacKinnon of
the Fort Dearhorn Credit Union said:

I stmply do not agree with those who be-
lieve that a large proportion of the people
who charge rates of interest in excess of our
own are guilty of usurious practices, or in
any way deliberately attcmpting to defraud
the public. It is my experience that the
vast majority of those in the personal credit
bhusiness are honest and upright cltizens.
Of course, there are the fringe operators who
bring disrepute to any business but they
operate largely outside or without benefit of
legal control and are in no way representa-
tive of the great majority of ethical firms
doing business in this country.

Mr. MacKinnon was 1ot alone in com-
mending the vast body of Americai mer-
chants for their ethical credit practices.
Other witnesses for the bill afirmed the
same thing., President Buckmaster of
the United Rubber Workers stated:

The overwhelming majority of our busi-
ness establishments are dedicated to the
good economics of fair and honest dealings.
This bill strikes only at the unscrupulous
few who give business in general a bad name.

Mrs. Alice Thorpe, representing the
American Home Economics Association,
testified similarly and criticized only—

The few who, in one disgulse or another,
cloak excessive charges and advertise in
glowing terms so that the uninformed per-
son is not able to distinguish between the
legitimate costs and padding, s0 to speak.

CREDIT UNIONS NOT COMPARABLE

Even the distinguished Senator from
Wisconsin, a cosponsor of the bill,
recognizes the unfairness of comparing
the credit charges of retail merchants
or commercial lenders with those of
cost-free and tax-exempt credit unions.
He said during last year’s hearings:

Of course, I am a great advocate and
supporter of credit unions. They have their
national headquarters in Wisconsin., But in
all fairness, we have to recognize they do
not operate on the same basls as the com-
mercial loaning operation.
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They do not have the same charges ab all,
have all kinds of privileges that the com-
mercial operation does not have, And-ths
competition, therefore, 18 really not very
fair.

DOLLAR COST MORE IMPORTANT THAN RATE

Apart from everything elgse I have
said, the fact is the bill would not help
consumers in the slightest, even if it
were feasible and enforeible. The
truth is that consumers are uninterested
in annual percentsage rates :and ‘could
not use the information if it were pro-
vided. In this connection; I cite the
following testimony of the president of
the National Association:of Better Busi-
ness Bureaus, who appeared. at the invi-
tation of the subcommittee chairman:

I have a great deal of doubt in my own
mind from talking to thousands of cus-
tomers over the years that they are partic-
ularly interested in what the so-called in-
terest rate is in the installment  contract.
They are interested in what the dollar cost
is and how much it is going to cost them

per month to pay the balance which they
have obligated themselves for.

Of course, he is right. Consumers are
interested in how their dollar expendi-
tures will fit within their budgets, not
in abstract annual rate concepts which
may be of importance to bankers and
large investors.

On the uselessness of percentage rate
information to customers, let me refer
to the statement of Duncan Holthausen
at last year's hearings. He is a former
creait official of the Federal Reserve
Board and is now the operator of a small
family department store in Union City,
N.J. Addressing himself to the claim
that percentage information would en-
able consumers to compare credit costs,
he demonstrated that this idea was il-
lusory, even in the case of identical mer-
chandise. Again I quote:

Of course, basic to thils whole discussion,
is the assumption that consumers can tell
which is the better buy if given price and
interest rate. Is a 1960 brand X car for
$3,200 [flnanced] at 18 percent simple an-
nual interest with 24 months to pay a better
buy than the same 1860 brand X car for
$3,300 at 15 percent simple interest with
24 months to pay? I am sure few consumers
could give this answer. Professor Morse, in
a college level family finance course, finds it
necessary to spend 2 weeks dealing with
minute calculations of consumer credit
arithmetic—Iin other words, the problems of
relating credit costs to simple annual inter-
est. How can we expect the average con-
sumer to relate simple annual interest to
dollars, if it takes 2 weeks of Intensive study
on the part of college students?

How many Members of this body
could make the computations required
to answer the question posed by Mr.
Holthausen and how long would it take?

PROBLEMS OF ENFORCEMENT

Having shown my great doubt that
there is any truth in the relationship
between the stated objective of the bill
and its requirements, and my feeling
that the evil image of the American re~
tailer which the bill projects is not ac-
cepted by the public, as evidenced by
those witnesses who supported the bill
in last year’s hearings, let us turn how
to consider the problem of compliance
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and enforcement with their inevitable
efforts on our whole retail distribution
system.

Anyone with even meager experience
in retailing can easily see why the bill is
so misleading and deceptive. Iis major
provision is a requirement that no
merchant can regularly sell goods on
credit unless he inforins each customer
in advance, in writing, of the credit
charge expressed in terms of a simple
annual percentage rate. The claim is
that this will insure the disclosure to
the public of the real cost of consumer
credit. 'This claim is deception itself.
The bill will not and, as I have already
said, cannot accomplish any such pur-
pose. It would lead instead to suppres-
sion of the cost of credit.

The reason is that as the bill is writ-
ten, the annual rate requirement can
neither be enforced, nor observed, except
upon two intolerable conditions.

The first is Federal regulation of the
methods and procedures by which
merchants may extend credit. Even the
author of the bill denies this purpose.

The second is the establishment of a
fuli-blown Federal price control agency
to fix maximum ecash ceiling prices for
every merchant and on every item in
every corner of the Unifed States, and
to comped the separate statement of the
percentage credit rate. Otherwise the
credit will be buried in the price.

PRICE CONTROLS INEVITARLE

The proponents of the bill have main-
tained a discreet silence on these points,
and although price control may not be
the ultimate objective of the bill, it is
meaningless without such control. This
silence is understandable because it hides
the unpalatable truth.

I cannot conceive that any Member
of Congress who is dedicated to a free
enterprise economy would support na-
tionwide credit and price controls in
peacetime. Too many of us remember
the huge price control agencies of World
‘War IT and the Korean war and the buyr-
dens they imposed on business and the
consuming public alike.

The futility of the bill as it stands
needs no intricate explanation. The
point is simply that without such sup-
porting credit and price control regula-
tion, no merchant in the land would have
to suffer the burden of stating credit
charges in terms of annual rates. He
would be free to fix his prices at levels
which would take care of his credit costs
and could remain free to advertise to
consumers that he made no charge for
credit, no matter how long the period
of payment was extended.

This is no fisment of my imagination.
The point has never been denied, al-
though it was raised during last year's
hearings by the general counsel for the
National Small Business Men's Associa-
tion. This is what he told the sub-
committee:

If we embark on this course we can fully
expect to pay the penalty of Tederal price
control,

The whole concept of our economy, par-
ficularly the antitrust laws, is aimed at pre-
serving the freedom of ench businessman to
fix hizs own prices. This iz basic to our
economie systemn. Consequently, any mer-
chant would be free {o fix whatever cash price
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he chose and {0 adveriise whatever credit
costs for time payment ke saw fit. The only
way this inherent weakness of the bill could
be overcome iz by asdding tc it provisicns
which either fixed maximum cash prices, and
compelled a separate stntement of the charges
for time sales, or whick compelled the dis-
closure, in addition to credit charges, of the
merchant's wholesale costs and his selling
expenses for the goods he retails. I do not
think anyone here would want to see the
kind of national agency which would be
needed to administer a bill of that kind.

As a matter of fact, if the bill were
passed, every merchant in the land
would be under heavy pressure to set his
prices so as to avoid any separate credit
charges. And this could easily be done.
As I have said, it would only be necessary
to absorb credit costs in the base price
in the same way as other overhead costs,
such as advertising, rent and labor costs,
are now so absorbed.

IMPOSSIBLE TO COMPLY WITH REQUIRECMENT

in fact, the bill will force this result
for at least three reasons. First, it is
actually impossible to comply with the
simple annual interest rate reguirement
in the light of commercial realities. In
the vast majority of merchandise credit
transactions, it is impossible to know in
advance what the simple annual credit
rate will be. This is true of the most
popular form of retail credit in use to-
day, known as the revolving charge ac-
count. It is also true of the familiar
kind of retail installment account known
as the add-on account.

In these, as well as other types of re-
tail credit procedures, a simple annual
rate canuot be forecast because it is not
known at the time of the original trans~
action how long the customer will use
his credit and how much credit he will
use over any defined period.

This failure of tlie bill to recognize the
realities of commercial life was attested
by an expert Federal agency during last
year's hearings. With reference to
similar problems encountered in the
home loan field, the Chairman of the
Federal Home Loan Bank Board wrote
the chairman of this committee as
follows:

It 1s not apparent how i1t would be pos-
sible to comply with the termns of the bill
requiring a statement of the total amount
of the finance charges, and the percentoage
that such amount bears to the balance, ex-
pressed in terms of simple annual interest.

S. 1740 asks Congress to ignore these
elementary commercial facts. This is
legislative irresponsibility. It departs
from the experience and action of the
numerous State legislatures which have
already acted in this field. In fact, at
least 31 States have passed laws dealing
with various types of merchandise
credit, including measures establishing
maximum rates and compelling compre-
hensive disclosure of consumer credit
charges, but in dollars or monthly rates
of service charge. 'They have acted re-
sponsibly. They have known better
than to saddle the merchants of Amer-
ica with the impossible liahility inher-
ent in the simple annual requirement
of the bill.

TEIMPLEY INTEREST ISM'T SIMPLE

In the second place, if simple annual

rates could be somehow calculated, the
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requirement would be intolerably oner-
ous, burdensome, and expensive. There
would be laborious paperwork every
time & ¢redit sale was made. ’Simple”
sounds simpile, but it iz not.

It would be, if all coniracts were to
run for an even year, with payments
to be made in equal installments at
equal time intervals. However, few
contracts are written that way. They
are geherally written for periods shorter
or longer than a year, with payments
weekly, biweekly or monthly, often with
no payment for the first month or two
of the confract, or with smaller pay-
ments at first and larger payments at
the end, or with a provision for skipped
payments or with many other varia-
tions, all of which affect the interest
rate, and make the computation of that
rate extremely complex.

To illustrate, consider an example pre-
sented at the previous hearings by one
witness. A man, caught in an emer-
gency, wants to buy a $20 battery at a
gas station, and wants to pay for it on
time. The carrying charge is $2. He
buys the battery on a Monday, and
wants to begin payments on the fol-
lowing Friday, which is his payday. He
is paid every other week, so he makes
four biweekly payments of $5 each, with
a final payment of $2, 2 weeks later.
How much “simple annual interesg”
does the $2 represent?

I took this problem home with me that
evening, and after a couple of hours
came up with three different answers:
94 percent, 101 percent, and 104 percent,
depending upon what assumptions are
made about the proportion of each pay-
ment going to principal and interest
Next day, I asked a member of my staff.
who las the degree of Ph. D. in eco-
nomics, to compute it. He spent half
an hour on if, but did not have the
formula he needed, so he referred it to
the Library of Congress.

After an hour's delay, the Library
came up with an answer of 129.5 percent.
One of the committee witnesses, a pio-
fessor of marketing, worked on the
problem for half an hour, and came up
with an answer of 118.9 percent. The
man who posed the problem in the first
place could not figure it closer than be-
tween 110 and 130 percernt.

A Newsweek article on the hearings
and on the problem prompted a few let-
ters to me. Three of these contained
new and different answers to the prob-
lemn. One, by a statistical expert for
Beneficial Management Corp., brought
an elaborate two-page computed solu-
tion of 125.33 percent. 'The other re-
sponses I received were 117.7 percent and
80 percent. In light of this variation
among the experts as to the correct an-
swer, how can an ordinary retail elerk
possibly be expected to find the correct
answer? 1 hope the sponsors of this bill
love truth enough to learn it by frving
to figure one of these so-called “simple”
problems for themselves as I did last
year.

LATE BOOKS NO SOLUTION

Let me point out also that rate books
offer 1o solution. Because of the in-
finite variety of retail prices and credit
terms, suchi books would have to as-
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sume the proportions of the New York
City telephone directory. Their accurate
use would require the services of trained
experts and hours of time, and there
would still be more than two-thirds of
the retail credit transactions which siuch
kooks would not cover.

That was brought out by a study made
under the sponsorship of Columbia Uni-
versity. 'The study will be available to
the committee when the hearings begin.

The impact of this bill is not confinec
to professional financial institutions o
even to large retail institutions. It would
reach credit transactions in every town
and crossroads of America. It wouls
cover the credit transactions between the
grocer and the housewife; between the
corner filling-station operator and the
local motorist. It is as broad in its sweep
as the wartime price control acts.
Imagine the difMiculty faced by a rural
hardware dealer who on a husy Satur-
day afternoon would have to take time
to make the required calculations aznd to
fill out voluminous forms every time he
made a sale on credit to a furmer.
Imagine the annoyanece that would be
encountered by a housewife who made
five separate purchases in five sections of
3 department store, and had to wait for
a credit rate calculation from each
sales girl who waited on lier. Yet that
is exactly what the bill would require.

UNPRECEDENTED SCOVE

From what I have said, it is apparent
that the bhill is of unprecedented scope
for Federal legislation, In this connec-
tion, I remind the Scnate of the wide-
spread concern ahout the intrusion into
local affairs contemplated by the re-
cently passed Senate amendment to the
Fair Labor Standards Act, the confer-
ence report on which is now pending
before this body. This bill goes much
further than that measure. If veri-
fication is needed, I cite the statement
of the Chairman of the Federal Trade
Commission, during last year's hearing
on the hill. In his words:

The bill goes far beyond the scope of

Commission jurisdiction in that it contains
no interstate or foreign commerce llmitatlon,

The impossible enforcement and com-
pliance problems were enough to cause
the Chairman of the Federal Reserve
Board to back sway from the adminis-
trative respensibility. e advised the
Chairman:

Extensicn of the Board’s duties into the
field of fair trade practices as contemplated
by this bil} would be foreign to the Board’s
present responsibilities,

It is no worider that the Pederal agen-
cies, suggested as the possible enforce-
ment agency at least year's hearings,
politely declined the honor. Even the
distinguisned Scnator from Pennsylva-
nia, whose name appears on the bil}, is
aware of the dismaying enforcement
problems. During last yeal's hearings,
he gaid:

I would like to say I can see why the Fed-
eral Reserve does not want this administra-

tive job. 1t is the Job I do not think any-
hody would want.

FRAUD ALREADY ILLEGAL

_Let us now consider whether the emo-
tlonal supporting testimony presented
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at last year’s hearing was sither relevant
to this bill, or indicative of any neesd for
Federal legislation to control consumer
credit. During those hearings, a parade
of horror stories of consumer expleita-
tion was presented to the subcohmittee.
Heartrending tales of episodes in which
unscrupulous salesmen made exorbitant
eredit charges or palmed off shoddy
merchandise on people of low income,
some of them illiterate, were told on
the record, presumably to give a sur-
charged, dramatic background to the
proposal. However, most, if not all, of
these were cases of plain fraud and de-
ception whichh would not be covered or
controlled by this proposal, and should
better be left to the States and local
communities.

This kind of consumer exploitation by
a few unscrupulous merchants does hot
justify the extension of Federal domin-
ion over the millions and millions of
transactions which occur every day in
the marketplace, State and local en-
forcement agencies already have the
power to cope with this problem, and
deal severely with this type of fraud.
The Federal Reserve Board, the Federal
Trade Commission, or any other Federal
agency should not be required to exer-
cise police power over the hillions of lo-
cal retail transactions in our economy.

RECORD OF THE STATES

Is there any justification for Federal
legislation of any kind in this area?
Have the States ignored their responsi-
bility? The record is clearly the oppo-
site. The truth is that many States have
already dealt realistically and effectively
with various phases of this problem, in-
cluding maximum rates and disclosure,
and others can be expected to follow,
L~t us take another look at the record
of last wyear’s hearings, This is what
President Nyborg, of the Association for
Better Business Bureaus, told the com-
raittee:

There is no questlon about the fact that
many of the States have maved and others
are conhsldering moving in various ways to
afford protection at the State level

He is absolutely right. All States have
laws covering the lending activities of
banks. In addition, 42 States have laws
requiring the disclosure of credit charges
on small loans; 31 States regulate auto-
mobile installment sales; and 18 States
cover installment sales of other types of
gonds, as well as automobiles. And in the
new area of revolving charge accounts,
seven States have already passed laws,
while such legislation is under active
study in a number of other States. All
indications demonstrate that the State
governments are alert to the needs in
this area and are going ahead with ade-~
guate legislation,

To me, this evidence is conclusive.
Most State laws have been enacted in
recent years. In other words, the cur-
rent trend is for more and more States
to meet the problem, thus making Fed-
eral regulation unnecessary. Before
1940, only three States—Indiana, Michi-
gan, and Wisconsin—had special legisla-
tion covering installment credit. Three
more joined this group between 1941 and
1945—California, Maine, and Maryland.
In the 1946-50 period, Michigan basi-
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cally changed its statutes; and four new
Btates passed installment credit laws—
Connecticut, New Jersey, Ohio, and
Pennsylvania.

Between 1951 and 1955, Colorado, Ne-
vada, and Utah were added in the in-
stallment statute group. Then, in the
4-year period of 1956-59, 17 'States
passed their first special- installment
credit laws, In 1659 -alone; nine States
either passed their first statutes in this
area or amended old ones. In total,
about 1,000 legislative proposals
were made in State legislatures during
that year. In fact, State laws protect
consumers today in the Mation’s heaviest
population areas. In daddition, the
States of Yowa, Maryland, Massachu-
setts, and Pennsylvania have established
commissions to study installment selling.

There is an impressive record of per-
formance on the State level. And it can-~
not be suggested that the State laws are
dead letters. On the contrary, these
laws are effective. The president of the
National Association of Better Business
Burcaus, Mr. Nybhorg, affirmed this in
answer to a pointed question from Sena-
tor Busa., Let me read their exchange:

Senator BusH. You think then thiat the
consumer and the average citizen is getting
all the legal protection that he needs in
connection with this matter of disclosure in
the State of New York?

Mr. Nysore. It scems to me that this Is
the case, yes.

And his testimony was corroborated
by Mr. Willlam Kirk, representing the
Union Settlement House of New York,
who told the committee:

I think it is very clear that where people
in our community go down to established
stores they are given complete information
in every way that conforms with the law.

There is, in short, no reasonable basis
for disregarding the advice of the Fed-
eral Deposit Insurance Corporation to
Chairman RoBERTSON that—

This is a field of activity that should be
appropriated by the State and local govern-
ments to govern and police.

THE CONSTITUTIONAL QUESTION

We come now to the last and ultimate
question. I am not a lawyer and thus
have not atteinpted any analysis of the
legality or constitutionality of the bill.
But I would point out that it contains
criminal as well as c¢ivil sancticns.
Speaking as a layman, I will only say
that, from a purely commonsense stand-
point, it seems to me that the {jongress
ought not infiict the business community
of America with any legal liability on
the basis of a measure so unrealistic,
50 unnecessary, and so uncertain in its
application and requirements.

If this proposal is based on the inter-
state commerce clause of the Constitu-
tion, it extends this clause far beyond its
present limits, including the recent ex-
tension of the Fair Labor Standards Act
to the retail trade.

¥or all of these rcasons, I have con-
sidered it my duty to urge the Congress
to be especially watchful of this legisla-
tion. 1Its alleged banner of truth is a
tempting one to follow. But this truth
label is a deceptive cover for a misleading
package—a hidden hill {rick, The bill
will not lead to truth in lending. It will
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produce exactly the opposite vresull.
Congress 1s being asked to enact a bill
which is absolutely unenforceable as it
stands and which, however amended,
could not be enforced except with the
aid of a vast army of Federal price con-
trol bhureaucrats., Its adoption could
only lead to widespread evasion and dis-
respect of law like the late and unla-
mented NRA of the early 1930’s.

If rigid enforcement of S. 1740 were
attempted, it would burden the taxpayer
with the heavy cost of a super-snooper
agency, bring both weakness and chaos
to our credit-hased system of retail dis-
tribution, and lessen, rather than in-
crease, the consumer’s knowledge of
truth in lending. On these issues I hope
Senators DoucLAs, PROXMIRE, and NEU-
BERGER will join me in the search for
truth at the forthcoming hearings, Iif
they do so sincerely, I have no doubt of
the outcome.

Mr. BUSH.
Senator yield?

Mr. BENNETT. I am happy to yield.

Mr. BUSH. I wish to compliment the
diligent and thorough Senator from
Utah upon the very interesting state-
ment which he has made concerning the
bill. Before I gquestion him, I simply
should like to say for the Recorn that
more than a year ago, when the Sena.-
tor from Illinois [Mr. DouarLas] intro-
duced his first bill, I was one of the
sponsors of the measure. I was the
only Republican who did sponsor the bill.
There was a large number of Democrati
Senators who acted as sponsors. My
purpose in joining was to explore the
situation, because I felt that the general
purpose of the bill—namely, the pur-
pose of disclosing the finance charges in
connection with the purchase of an
item—was a desirable one. I believe
even now this should be done, and that
purchasers should know what they are
paying in the way of finance charges, be-
cause I think it might have some effect
on their buying habits.

However, as the hearings progressed
last year—and the Senator from Tjtah
and I attended most of them, and the
Senator was very active in questioning
withesses and in bringing out some of
the important points about the bill—it
seemed to me three major points stood
out as a result of the hearings, and the
Senator has covered these matters in
his address today.

First was the fact that the States al-
ready have programs underway, and
those that have not are considering
them. It seemed to me, from the wit-
nesses who appeared, and from later
talking with representatives of the
States who know something about this
field, it is indeed an area which should
ke left to the States, and that the intru-
sionn of the Federal Government into
this particular field is absolutely unuec-
essary and unwarranted,

Does the Senator from Utah agree
that the witnesses rather brought out
that point last summer?

Mr. BENNETT, That is correct. If
the Senator followed carcefully my state-
ment as I presented it, he will remember
that T Hsted the number of States which
had already prepared effective legislation,

Mr. President, will thc
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Mr,. BUSH. I followed it. There were
31 States listed. I am glad the Senator
categorized them, I think that fact will
be very helpful to anyone who is really
interested in the truth of this issue.

Then g second point impressed me as &
result of the hearings.

Mr. BENNETT, Before the Senator
goes on to another matter, the Senator
from Utah should like to make the
observation that the State of Illinois,
represented by the author of the bill, is
not one of the 31 States, which may be
a part of the reason for his concern;
but I would hope, now that his party is
in control of the State of Illinois, mem-
bers of his party will he interested in
handling the problem at the State level,
as have the other States.

Mr. BUSH. 1 thank the Senator.

The second matter which stood out, as
a result of the hearings, was the problem
of ennforcement. By whom would the law
be enforced? The bill provided at that
time that the Federal Reserve Board
should be the policerman. The Federal
Reserve Board shrank from the possi-
bility. The Board did not think they
could do it, even if they tried to, and
they felt such a field was not in their
province. They shrank in horror from
the prospect that the enforcement of
the act might be put on them.

I believe Chairman Martin expressed
the view that there was some merit in
the purpose of the bill, namely, to
acquaint a person with the amount of

the charge in the overall price. He
expressed some sympathy with that
purpcse. However, so far as enforce-

ment was concerned, I am sure the
Senator from Utah will bear me out
that the Board shrank from it, and had
no alternative suggestion that made any
sense.

nr. BENNETT. The Scnator from
Utah remembers that when we met in
executive session to write up the bill,
the question of who would enforce the
provisions was left in the air, and was
decided very easually, without consulta-
tion with the Federal Reserve Board of-
ficials at the time, or without asking
them finally whether they would accept
the responsibility.

Mr, BUSH, No doublt the Senator
From Utah has read the new bill.

Mr, BENNETT., Yes.

Mr. BUSH. I have not had an op-
portunity to do it. Would the Senatov
care to say which agency would be the
enforcement agency?

Mr. BENNETT. [iis still the Federal
eserve Board.,

BUSH. So, in spite of what was
brought out in the hearings respecting
the impossibility of such enforcement
by that agency, the provision is in the
bill again. Is that correct?

Mr. BENNETT, Yes.

Mr. BUSH. The third matter which
T think stood out—and I think the Sen-
ator from Ttah had most to do with
hringing it out, although he very ably
helped the witnesses bring it out—was
the question of the impracticability of
being able to reduce the carrying or fi-
nance charge 1o a matter of simple an-
nual interest.

I think the impact of the revelations
which came out as a result of the Sen-
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ator’s questioning last summer is re-
vealed by the fact that in the present
bill the rate of simple annual interest
is not mentioned. Is that correct?

Mr. BENNETT. Yes. There has been
substituted, instead, the phrase “sim-
ple annual rate,” which means nothing.

Mr. BUSH. I ask the Senator what
“simple annual rate” is. We speak of
rate of growth. We speak of rate of
progress. We speak of rate of speed.
We speak of rate of this, that, and the
other, but we do not talk about merely
a rate. What does “simple annual rate”
mean?

Mr. BENNETT. The Senator from
Utah can believe only one thing—that
the criticism of the use of the word
“interest” to be applied to charges ex-
tending credit which had nothing to do
with interest—collection and other ac-
tivities—forced the author of the bill
to take the word “interest” out; and
being eager to hang on to the hasic con-
cept—and. believe me, he hung on to it—
he gubstituted the word “rate” for “in-
terest.” without really knowing exactly
what it meant, himself. I do not think
he can cxplain what “simple annual
rate” is, unless it is a synonym for “sim-
ple annual interest.”

Mr, BUSH. I thank the Senator. I
am sure he and I will both look forward
with interest to quesiioning our good
friend frem Illinois as to exactly what is
the meaning.

In conclusion. Mr, President, I should
like to ask the Senator another question.
The Senator touched on the fact that a
dealer or retailer could conceal the
finance charge hy putting it in the
price; is that correct?

Mr. BENNETT. That is correct.

Mr, BUSH. Has the Senator in his
hroad experience ever seen that device
used by dealers?

Myr. BENNETT. 1 think it is used
every day, particularly by comparatively
small dealers in out-of-the-way loca-
lions who have to attract customers by
some unusual device. They advertise,
HMo downpaymeoent, no carrying
charges.” That is a comimon practice,

Mre. BUSH. So the bill. as the Senator
vicw: it. would not come to grips with
that practice?

My, BENMNETT, Instead, T think it
would-—-—

Mr. BUSH., It would encourage the
practice?

Mr. BENNETT. It would noi only

encourage it, but do more. The Amer-
ican retail industry has had a hard {ight
and has taken a long time to get the cour-
age and the opportunity to separate fi-
nance charges [rom other charges, so
that the two could be stated separalely.
There ias been a fight against the people
who have always, as they still do, lumped
such charges cthier,

1f the bill were passed, all that prog-
ress would be lost and we would be back
in the situation that a man who paid
cash would be paying, witheout knowing
it, for a great variety of credit privileges
introduced for the purpose of attracting
business,

I think this is probably the niosi seri-
ous defeet in the bill; that in an attempd
to enforce the law we would actually
force credit charges back into price and,
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instead of giving truth in lending or
increasing truth in lending, we would for
a long time, at least, completely conceal
the truth which {s now available, when,
under 31 Sfates’ laws, the customer has
to bhe told, “The price of the article is
so and so,” in dollars, “and the price of
the credit vou are being extended is s0
and so,” in dollars.

There has been a lot of discussion
about the fact that we all know how to
fieure simple interest, that we learned
it in high school, and therefore we should
be concerned about expressing these
things in interest or interest rates. I
think the important thing, for the man
who is deciding to make a major pur-
chase on time and to fit it into his
monthly budget, is not to know what
percentage of interest he is paying, but
how many dollars he has to put out
every month to obtain the service.

Mr. President, I yield the floor.

FAIR LABOR STANDARDS AMEND-
MENTS OF 1961 —CONFERENCE RE-
PORT

The Senate resumed thie consideration
of the report of the committee of con-
ference on the disagreeipg votes of the
two Houses on the amepdment of the
Senate to the bill (H.R. 3935) to amend
the Fair Labor Standards Act of 1938,
as amended, to provid¢ coverage for
employees of large enteprrises engaged
in retail trade or servicpk and of other
employers engaged in cpmmerce or in
the production of goods|for commerce,
to increase the minimum y\wage under the
act to $1.25 an hour, and for other pur-
poses.

Mr. McNAMARA. WMj. President, it
is my understanding that|the conference
report on the minimum wage bill is now
bafore the Senate. Is thpt correct?

The PRESIDING FICER. The
Senator is correct.

Mr. BYRD of Virginja. Mr. Presi-
dent, will the Senator yield to me?

Mr. McNAMARA. Mjg. President, I
ask unanimous consent that I may yield
to the Senator from Virginia without
losing my right to the figor, and I state
for the REcorp that T do|not propose to
vield further until we oljtain action on
this important proposal.

Mr. BYRD of Virginia
Scnator.

The PRESIDINC: OFFICER.
objection to the request bf the Senator
from Michigan? 7The Chhir hears none,
and it is so ordered.

I thank the

Is there

FEDERAL ACTION 70O CONTROL
PUBLIC SCHCOLS I VIRGINIA

Mr. BYRD of Virginfa. Mr. Presi-
dent, the Government pf the United
St?.tes has asked a Federl court to en-
Join the State of Virginda from spend-
ing its own money in support of all pub-
lic schools in the Conmfmonwealth of
Virginia for both whitd children and
Negroes, unless one cou ty submits to
Federal demands.

The U.8. Attorney Geheral on April
26 filed a petition in the Federal District
Cpgrt for the Eastern I}istrict of Vir-
Emia, at Richmond, asking for an in-
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junction to restrain the State of Vir-
ginia from approving, payving, or issuing
warrants for the paynyent of any funds
of the State for the) msaintenance or
aperation of public scHools anywhere in
Virginia for so long bnd during such
period as the public $chools of Prince
Edward County are closed and a system
of publie free schools 5 not maintained
within the county.

This action is so inftemperate it de-
fies belief by the pargnts of our chil-
dren. But it is true, gud it comes at a
time when we are beirjg urged to enact
Federal subsidies for blic school edu-
cation in the name off “Federal aid to
education.”

If nonelected Federdl officials will go
to the extremes they|are applying in
Virginia now, who can imagine the ruth-
lessness of Federal bure¢aucrats with the
power of the Federal pyrse to force their
domination over the|schools in our
States and localities?

It is true that this pove for Federal
injunctive control ovel public schools
in Virginia involves the Federal effort
to force integration of schoolchildren,
but I would remind citjzens everywhere
that their own school interests also are
in jeopardy.

If the Central Goveripment by Federal
court order can cut offfa State's finan-
cial’ support of its owWn public school
system, it will not be qifficult for it by
bureaucratic decree control such
matters as textbooKs, curriculums,
teachers’ salaries, and sq forth.

If the precedent noy sought in the
Federal courts is set, pnd the admin-
istration’s so-called Federal-aid-to-edu-
cation bill (S, 1021) }is enacted, the
machinery for Federal domination of
public education in thig country will be
virtually complete.

This bill, now under
the Senate Committee] on Labor and
Public Welfare, would ajuthorize Federal
appropriations in incieasing amounts
over a 3-year period for subsidization of
public school administration, teachers’
salaries, special public [education proj-
ects, and school constryction.

David Lawrence, an |eminent writer,
deals with the double-barreled effect of
the proposed Federal-gid-to-education
bill and the Federal petjtion for injunc-
tion against Virginia schools in an edi-
torial entitled “Conformjity by Coercion”
appearing in the May B edition of the
U.S. News & World Report. Mr.
Lawrence says:

We are being told thaf
aid the States with hugq expenditures to
construct more school Huildings, to pay
higher salaries for teachdrs, and to make
various grants for spepific educational
courses needed to assist oul national defense
program. Will this not lenable the Fed-
eral Government to complgte its usurpation
of the whole educational process?

As should be expectdd with Federal
subsidies, substantial Fedleral controls in
vital areas of public edjucation are ac-
tually written into the| bill; but even
more important, enacimient of the bill
would open the door fpr further con-
trols which would be mote distasteful.

Once enacted, these |Federal school
subsidies would never expire; State and
local taxes to replace tHem could never

onsideration hy

Congress should

7097

be ralsed high enough fo finance schools
in the manner of Hederal profligacy
which would be establifhed; the pressure
would be for more dnd more Federal
money. We would op¢n up a Pandora’s
box of spending.

If we submit to the Pederal subsidy
and contrel of public|education estab-
lished in this bill alohe, the surrender
to domination by the| Central Govern-
ment at Washington |is certain to be
permanent, Coercion} by Federal in-
junetion would be ih addition, with
criminal penalties. )

I am aware that the hill says there
shall be no Federal (control over the
schools which are to e subsidized, and
I know that it says| the 3-year ap-
propriations shall be pfovided in a man-
ner consistent with the purposes of the
bill.

This language in the bill is clear, but
I completely disagree| with those who
think it would prevenf] Federal domina-
tion in vital areas of [public eduecation.
Those relying on the¢se provisions as
safeguards against Feleral school con-
trol will be boobytrapped.

In recent years, Cgngress has twice
denied to the Justice] Department the
authority to interveng in school inte-
gration cases before Federal courts as
an actual plaintiff, byt this is precisely
what was done in Virginia last week.

Recent history in public affairs has
taught us how doors aje opened for Fed-
eral usurpation of Sthte and local au-
thority and responsipilities. This bill
is a perfect example In all respects. It
could reach almost agy situation effec-
tively, with or withoyt Federal injunc-
tions,

Provisions of the bill enumerate the
areas of subsidy; they|authorize the ap-
propriations for the purpose ; they specify
initial controls in cqnsiderable detail;
and the bill opens the way for permanent
extension and expanding domination.

These are big feet i1} a wide door lead-
ing directly to Federal] control over pub-
lic education in all of its vital aspects,
including all new publfc school construc-
tion. This control s not limited to
States and school districts with integra-
tion problems.

It should be noted| at the beginning
that the administratign bill provides, in
no uncertain terms, |that Davis-Bacon
lahor wage rates mupt be paid for all
public school construcfion wherever Fed-
eral subsidy funds ard used in defraying
the cost of the contrapts.

Davis-Bacon wage rates, almost with-
out exception, are raetropolitan rates.
To apply them elsewhere for schoc] con-
struction means spending more money
for fewer classrooms; nonessential ex-
penditures are made mandatory; and lo-
cal wage schedules arp disturhed.

Public resistance tof Federal subsidiza-
tion of public schoolp would be eroded
by an initial authorizption for appropri-
ations totaling $2.2 billion—3%666 million
for fiscal year 1962, $766 million for fiscal
vear 1563, and $866| million for fiscal
year 1964.

This action is only {he beginning, We
would be opening thd door for huge ex-
penditures to follow.

The subsidy paymehts would be based
on a federally prescribed formula which




