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TRUTH-IN-LENDING BILL IS VITAL 
PART OF THE WAR ON POVERTY 

Mr. CONYERS. Mr. Speaker. I ask 
unanimous consent to address the House 
for 1 minute and to revise and extend my 
remarks. 

The SPEAKER. Is there objection 
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The bill require; that the consumer be 
Informed of the total cost of the Credit 
and the annual rate of inkrest on the 
unpaid balance. With this b~tslc Infor- 
mation he will be able to fairly determine 
which purchase or loan is witNn his fi- 
nancial means and what the true costs 
are. 

I urge m y  colleagues to  consider and 
support the truth-in-lending bill. This 
vltally needed measure will provide pro- 
tection not only for the consumer but 
also for the ethical businessman, and ill 

fact is essential for a stable economy. 
The Nation is presently working to 

build the Great Society. Our efforts have 
been directed toward caring for the el- 
derly, assuring the legal rights of every 
citizen, and increasing educational and 
economic opportunities. But i t  is a:so 
time now to consider the needs and rights 
of every citizen, young and old, rich and 
poor, black and white, in his role as a 
consumer. Our economic system de- 
pends upon the consumer's right to know 
and to choose. Yet these rights are often 
denied to the purchaser of credit. 

In  hearings before the Senate Bank- 
ing and Currency Subcommittee on the 
truth-in-lending bill. Dr. Theodore Ynte- 
ma, vice president in charge of finance 
for the Ford Motor Co.. stated: 

The variety and complexity of finance alld 
insurance arrangements and t h e  charges for  
them are such to  almost defy comprehelisioll. 
I t  is impossible for the  average buyer to ap- 
praise the  rates for the  finance and insur- 
ance services offered, as  compared with a!- 
ternatives available elsewhere. 

to the request of the gentleman from 
Michigan? 

There was no objection. 
Mr. CONYERS. Mr. Spealier, today I 

am introducing the truth-in-lending 
bill, which would require anyone extend- 

EXAMPLES OF MISLEADING A N D  UNETHICAL 
CREDIT PRACTICES 

There are many techniques which are 
not illegal but which, nevertheless, pre- 
vent consumers from knowing the true 
costs of credit. One such method, which 
Senator DOUGLAS has termed "the most 
reputable abuse," is to quote the intercst 
rate on the full amount of money bor- 
rowed 'for the year rather than on the 
unpaid balance. I n  other words, when 
a person borrows $500 on a year's loan 
and is charged $30 interest, he is told 
that the rate is, therefore, 6 perceiit. 
However, the borrower is required to im- 
mediately start repaying the loan in 
monthly installments. Therefore, the 
true rate of interest is based 011 
the average amount of monev available 

ing credit to inform the borrower of the 
full costs of the credit. 

The average consumer, whether he is 
buying a. TV, an appliance, or who just 
needs a loan, is lost in a maze of complex 
and confusing credit terms and hidden 
costs. He is unable to compare prices 
and shop wisely. He is denied his rights 
as a consumer to know and to choose; he 
is easily led astray by the unscrupl.llous 
rrerchant; and if he is poor, unexpected 
costs cause him to sink deeper into pov- 
erty. 

To find his way in this maze of credit, 
the consumer needs the guidelines which 
are provided in the truth-in-lending b!ll. 

during the year and is not 6 percent but 
1 2  percent. 

Another method used to confuse t h e  
consumer is to quote the interest rate on 
a monthly basis. Thus what appears 2.5 

I-. 2-, or 3-percent interest is in fact 12-. 
24- or 36-percent annual interest conl- 
pounded monthly. Another techniq!le 
is to hide the costs of processing and 111- 
vestigating fees and other service 
charges. Still another method is to 
state only the weekly payments, indicat- 
ing neither the full finance costs no]' 
the rate of interest. 

The results of such devices were 1.e- 
vealed most poignantly in the case his- 
tories reported during the previous hear- 
ings on this bill. A typical case involved 
a woman with three children, who pur- 
chased some household furnishings for 
$2 down and $1 a week. She assigned 
her small bank account tc secure pas- 



merits. Two years later when she 
thought the bill was paid, she learned 
that her bank account had been levled 
upon Land that her payments had gone 
primarily to pay interest charges. The 
major part of the principal was still clue. 

In this case the bank account was 
levied upon. In  other instances when 
the consumer is unable to pay for unex- 
pected costs, household items art repos- 
scssed or his check becomes the object of 
garn~shment proceedings, which may 
cause him to lose his job. Thus, the 
poor consumer, who aiready suffers be- 
cause of his low income, becomes morc 
deeply entrenched in poverty. 

THE POOR PAY MORE 

It is quite true the poor pay more 
because they are, more often than the 
average consumer, the victims of fraud, 
poor service, azJ  low quality. As Dr. 
Caplovitz, of Coiumbia University, dis- 
covered in his study of low-income con- 
sumers, unscrupulous merchants take 
advantage of the poor's urgent necessity 
to buy, their low credit ratings, and ti:eir 
lack of sophistication and knowlec?gc 

One example of exploitation which the 
Caplovitz study reported was revea,?.e~d in 
the testimony of a Negro c o u ~ ~ ? e  in 
Harlem. 

~m a A high-prcssure peddler sold th- 
bcdspread, drapes, and five dsesser 
scarves for $29. The couple did not sign 
anything, and the salesmail left the ar- 
ticles without being paid. In 2 weeks a 
man came by with a coupon book and 
told them payments were $1 a week. 
Some weeks a ccllector would come by 
and collect $8, other weclrs he would not , 
come. If he came when the couple had 
no money, he th rea te~ed  them with a 
lawsuit. Finally he came with a marshal 
and demanded $52, ulhich he explained 
was the cost of the marshal's services 

i and a lawsuit. When they could not pay 
this sum, the Leievision, radio, and a 
two-nrhc~l bicycle tvere taken. ' 

NEGRO AMERICANS ARE AhZONG THE 
MOST VICTIMIZED 

Negro Americans are among the hard- 
est hit by such practices. According to 
Dr. Caplovitz i t  is in the poor areas that 
the unscrupulous merchants thrive, in  
what he calls the "commercial jungle;" 
and nowhere are poor people more vic- 
timized by their surroundings than in 
the Negro ghettos across tl:e country. 

As President Johnson said in his speech 
in June a t  Ilowai-d University: 

Ncgroes are trspped-as many whites are 
trapped-in inherited, gnteless poverty. Na- 
gro poverty is 11-1; wlli.te pcverty. Many of 
its causes and nran:! of its cuies x?e the same. 
But there are dip I:$nces * * ' the heritage 
Gf centuries to  c\.i.rcome. * a cultural 
trzdition which ha!; been twisted and bat- 
tered by endless y1:;ars of hatred acd hope- 
lcss3ess, * * * (dlscrimina-iion) because of 
rxce or color. One of the diflerences is the 
increased concentr:ttion of Negroes in our 
cities. Most of  hem live together; a sepa- 
rated peep!?. It i.i L world of decay ringed by 
en invisible wall (~x.;hcre) ezcape is arduous 
a r d  uncertain. 

In these isolated areas of poverty, the 
Csplovitz study found that markups of 
100 to 300 percent above wholesale prices 

1 are frequent. Prices vary according to 
the  merchant's analysis of his customer's 
nlasilnum ability to pay. 
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~Jmcrupulous credit practices are also 

a cause of embittered race relettom be- 
cause the merchant in the Negro ghetto 
is so often a white man. 

In  our war on poverty we have been 
concerned with the individual's ability to 
earn. We must now concern ourselves 
vrith his ability ta buy in a fair market. 
Tc cannot win the war on poverty if in- 

1 ressed incomes only provide new oppor- 
; unities for unethical credit and retailing 
i~ractl~es. 

PROTECTION FOR THE ETHICAL EUSINZSSMAN 

The commercial jungle affects more 
han the personal lives of the people who 

,ive within it I t  affects the Nation as a 
ahole. As long as the consumer is kept 
c in informed. there cannot be a free and 
open system of competition among sell- 
ers. Honest creditors, who wish to dis- 
close the facts about credit costs, are a t  
a disadvantage since their competitors 
refuse to do so. The problem becomes 
even more serious when one realizes the 
importance of credit to our economy. 

Credit is used today to finance the pur- 
chase of nearly all durable goods in 
America, in addition to such services as 
education and recreation. Senator 
DOUGLAS in a radio program with me 
several days ago made clear the enor- 
mous financial stakes involved. He re- 
ported that in this country, "there is a 
total of $78 billion of consumer credit 
vihich is outstanding," and added that 
"in general the interest rates are exces- 
sive, and they are unknown." Mr. 
Speaker, I submit that the size of the 
consumer debt alone requires that con- 
sumers have the fullest knowledge of 
credit costs if we are not to risk economic 
instability. 

HOW THE BILL WOULD WORK 

The truth-in-lending bill would insure 
that persons buying credit receive full 
information about finance charges in 
writing before the credit transaction 
takes place. It  requires that he be in- 
formed of, first, the total cost of credit in 
dollars and cents; and second, the true 
annual rate of interest on the unpaid 
balance. 

The bill designates the Ebard of Gov- 
einors of the Federal Reserve System to 
prescribe the rules under which credit 
costs are to be disclosed. They will de- 
cide the methods to be used in determin- 
ing the simple annual rate of interest. 
The bill further stipulates that the re- 
quired information about credit costs be 
printed on the contract in bold type to 
insure that the facts are prominent 
enough n3t to be averl2oked by the bor- 
rower. Creditors who fail to comply 
with the regulations of the act are liable 
in a court action against him by the 
borrower. 

I feel, however, that the Federal Gov- 
ernment also should be given a direct 
role in enforcing this law. I t  is my hope 
that when 'he Banking and Currency 
Committee hold hearings on this bill, 
they will iwestigate the feasibility of 
assigning an enforcement role to the 
Federal Trade Comnllssion and also au- 
thoruing the Justice Department tr, ini- 
tiate court proceedings in cases of gen- 
eral tlublic imp~rtance. The injured 
party in these cases is often poor, unin- 
for:iled, and uneducabcd; he needs assist- 
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ance h starting legal proceedings. State 
and local gaverrunents el-iould 5k0 be 
wol-Rtng to  eliminate these unscrupulous 
credit and retadling practices throwh 
prosecutions and the use of their exten- 
sive licensing powers. 

The truth-in-lending bill does not reg- 
ulate the amounts af interest that can 
be charged, but it insures that the con- 
sumer receive the necessary infomatian 
in a standard way so that  he is able to 
comDare prices and choose accordingly. 
I t  will thus help restore to the credit 
market the open competitive system of 
buying and selling which is the basis of 
our economy. Our cconomic system can 
only work if the consumer is fully and 
honestly informed about what he is buy- 
ing and the true costs. 

This bill will not answer all the needs 
of poor consumers, but it will provide 
them with the relevant information, the 
basic tool for fighting their way out of 
the commercial jungle. 
PAZS1GE O F  TRUTH-IN-LENDING EILL IS LONG 

OVERDUE 

The time 1s long overdue for enactment 
of the truth-in-lending biil. Both Presi- 
dent Kennedy in 1962 and President 
Johnson in 1964 urged Congress to pzss 
truth-in-lending legislation. It has the 
sup~or t  of many Government agencies, 
including the Council of Economic Ad- 
visers, the Federal Trade Commission, 
the Justice Department, the Labor De- 
partment, and the Commerce Depart- 
ment. Top executives of firms handling 
credit transactions have testified on be- 
half of the bill, as  well as credit union 

' managers and numerous consumer 
groups. 

The need for this bill is well docu- 
mented, due in large part to the extensive 
hearings which Senator DOUGLAS has held 
as chairman of the Senate Banking and 
Currency Subcommittee on Production 
and Stabilization. The very able and 
distinguished senior Senator from Illi- 
nois has long been the sponsor and Iead- 
ing zdvocate of the truth-blending bill 
In the Senate. 

I am proud to join in the efforts of my 
colleague, the gentleman from New York 
[Mr. MULTER] and others who have in- 
troduced the truth-in-lending bill in the 
House. Also, I would like to take this 
opportu~ity to salute another House 
leader in  the field of consumer protec- 
tion, the gentleman from Texas, Con- 
gressman WRIGHT PATMAN, for his out- 
standing work on behalf of the con sun^- 
er as chairman of the Committee on 
Banking and C'arency. 

I t  is my hope that the Bankice, aild 
Currency Corninittees in both the Eouse 
and Senate wlll schedule early hearings 
on the truth-in-lending bill. I hope too 
that efforts to protect the consumer will 
not be confined to this bill alone. 

There is need for truth-in-advertis- 
ing legislation to protect the consumer 
for advertjsing which misrepresents the 
quality and price of goods and services. 
There is need for the truth-in-packag- 
in& bill and legislation to establish an in- 
dependent Office uf Consumers to rep- 
resent and work for the consumer's in- 
terests. 

I intend to introduce such legislation 
in the next few weeks. In  sponsoring 
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