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Ehe common law, th'eor eticalLy

fxaud. The xeason that this

provides

type af

be

can br ing them a 11

't be divided up

!ile need oLher

protection is not adequate, and there shoul-d

additionaL Legislation'in the consumer credit code

about this, is that the cases are ofEen smal-L, and the

reLief inadequate for Lhe time and effort involved.

If hre are real"ly going to txy to attack the consumer

credit problem, a vast proportion of the loans are

too srnall to aLlow the ordinary fraud remedies to

take place. And, of course, I mean they are prirnaril-y

loans on commodities; either whether made through the

saLes finance nethod or whether direct cash Loans in

order to purchase the commodity.

Now, w€ need a class C provision in a statute

whereby either the consumer counsel .or plivate counsel,

if they get several of these cases,

at once and be assured that they won

all into a bunch of separate cases.

provisions to ease the procedure for private counseL

to handle these smal-l matters, and among them is
\

addi.QionaL attorney fees in consumer fraud cases, just
tt" 

a..

as in thb_ Regulator,y Loan Acf ,':\ - provision I^Ias madea

towhich was h&lpf ul and r emedia I allow attorney fees
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in vioLations of the Regul-atory Loan Act.

Now, one of the types of fraud that has been

mentloned here several times is trade school,s, and I

would Like to affirm that this type of fraud is quite

prev€lent and there is the FederaL Trade Commission

which takes an interest in it, b.ut any government agene

is Limited in how much.it can do on a l-ittl,e case or

even a group of LittLe eases, because it has the

fieLd of regulations to take care of, and it has a

limited budget. And, I should like to emphasLze,

private counsel can work with govelnment agencies

whol e

tha t
al-n

14

15
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provision for this.and reduce the taxpayers expense

in supporEing more and more in the government agencies

to take care of the enforcement which coul-d be done by

private counsel-.

And sor if we do have this tyPe of remedy

in consideration of the little borrowers access to

private counsel, whyr'I believe that ir

enforcement of the laws that we already,,
be necessary to an adequaEe enforcenent

provisions that I hope yoLr wiLL Put in any consumer

credit code that you enact.

Thank you.

vri 11 h e lp the

have and will-

of these
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MR. TINDSEY

a 'Mr. Fritz, wo have Listened to witnesses in

San Antonio and Houston before coming here, and we have

run into some interesting opinions on various facets of

consumer lending. One witness in San Antonio, who is

an attorney and a man who has done a greaE deal of work

with the indigent peopl-e, made Lhe flat statement that

a Loan of a hundred dolLars.or less should be prb.hibited;

that anyone who needed Eo borrow a hundred dol-lars ot les

needed chariEy and not crediL. On the other hand, we

had a priest in Houston who has worked with'the poor and

he

people who had borrowed from a credit union down there

in sums of. 20, 25, 30 dollars, and he felt that these

people were entitLed to the same dignity that the

president of Sanger-Harris is when he goes tso the First

National Bank to borrow for his inventory for Ehe fa11.

Do you have an opinion? Do you agree with either or both

of these?

c

i

I

I

I
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A Yes, I have

into eiEher caEego ry ,

. That in our

who have had a loan of hundred dollars have

had additional- indebtedness at the same time, and

an opinion which does noE fall

and thaL opinion is Lhis:

experLenc€,

less "than a

mos t of Lhe bo y.r.owers

their
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indebtedness totaled well in excess of a hundred doLLars

in aLmost every instance. I made a study of that at one

time and in out of over a hundred cases, in only one of

them L didntt know of additionaL indebtedness. This was

in instances of where they had Loans of Less than a

hundred doLlars..Usually they had a set of these l-ittLe

I-oans to go with it. Very frequentLy they ate borrowing

from one of these eompanies Ehat speciaLizes in Ehe

hundred dollars " and under field and also borrow from

companies that made Loans mostl-y over a hundred dol-l-ars "

And, in these Loans , they wouLd have .two or three hundr

dollars Loans;,and $50 and $25 l-oans, aLL running at Ehe

S AME E j-fiI€ .

Now, if they were abLe to Put aLL these Loans into

one, they wouLd not be paying 320 per cent on any

of it. Since the LittLe ones keep recurring more rapidl-

and do the most harrassmenL as a ruLel or:.'they tend to

get you where they prol-if erate their littLe Loans, they

prol-iferate the highest race of interest, lLthough ir..

Lower raLe is avail-able to thern for the same amount of

money thaL Lhey are borrowing, and so from a soeial view

pointr-this is on account of ignorance, primarilyr on i,-,.

their part-and so from a sociaL viewpoint, it wou1d be

better if rre frame the l-oss so as to encourage Lhem and

help them Lo borrow

14
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what they need at the lowest tate of

For this reason, I do noL Lhink thaE

loss so as to just consider how much

lend,er to urake a $25 1oarl . IIe could,

making a ful'l portfolio of the loans,

interes E av aLkable.

rrre should frame the

does ic cosE the

Lf he chos€r be

and t:aking care of

this borrower I s needs wheb.her the 
. 
borrower needed $25

or had indebtedriess of over a hundred dol-lars that shoul-d

be consolidated, you see. So, I donrE tfiink l:tiat the

cost basis of how to compute rates applies in these

smal1 fields where it causes so rnuch dainage. In my

opinion, the high raEes, the exhorbicant rates rhat aLlow

und,er a hundred dollars ceil ceilin E rf,

cause inore of this type of damage that I have been men-

tiontng by far than the higher rates that come from the

17(a) and the insurance pil----ons and so forth.

And, so my answ€Er theo, would be Ehis 7

donr t beLieve they should be gutLawed, but I believe that

they shouLd be encompassed under. the standard tyPe of a

graduated loan rate stsructure thaL appLies in aLl- of thq

states thaL have what rre calL uniform small loan lawsl

that Texas would come somewhere nearer, if it abolished

section L7 (b) giving special- privilege and inducemenL

to peopLe to limit their l-oans to undbr..a,,hUndted dolLars

and Lo prolif eraLe smal1 1oans.

hich is short for
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a A disuinguished economist, Dr. Yeager, of the

University of Houston, counseled with us and he said

that the cost of lending had Lhree components: one,

the rent. In other words, a fai.r payment for t,he use

of the funds; and, Ewo, the administrative costs; and,

three, the cost of the risk involved; Do you eonsider

that a fair statement?

A I think that is a pretLy good statement.

a We1L, do you f eeL tshat a l-ender is entitLed

a prof it on each l-oan he makes, or do you f eeL that

e borrower who borrows a Larger sum of money shoul-d

A There are various ways to have a graduated

raLe struccure withouE the laEter taking plaee, without

the subsidization of the smaLler loan by the Larger. I

do not feel-, in and.wer to your firsE question, that

loans of a hundred doll-ars and l-ess where they are anti-

sociaL, which they are, when they 'equaL 32O per cent,

that the, lender should be entiLled to a profic to make

anti-social loans any more than we should guarantee by

law that a narcotics runner should be guaranteed a profit

becars e. he has such high experrsive pay-offs and bribes

and th.ings like this. No. I dontt think so.

a If iE is anti-sociaL, you feel the loan should

to

rh

14

15

16

L7

18

19

20

2l

22

23

24

2f)



I

2

3

4

5

6

7

8

I

10

11

T2

13

14

15

16

L7

18

19

20

2L

22

23

24

26

LA7

FrLtz

not be made. Is that it?

A No, I think that there are sone instancee

where the Loan can be made and is made by a lender on a

fuL1 graduated rate schedule, either as an inducement

loan, some of them make these smaLLer Loans aE the

maximum rate as an inducement loanr'of as an accommodatio

.to someone who otherwise might '.go to a loan sharkr' 4s it
t

rilgrg o

a We1-1, I have to confess that I am one of those

uneducated people in the fieLd of mathematics, and I

can'1ook at the Regulatory Loan Act and I know that the

charge for less 'than a hundred doLLars is a whole Lot

of money, but I havenrt ever been abl-e to reduee iL to

320 per cent, but I accePt your statement that it does.

A It has been compuLed by Lhe Lending industty,

as welL as by the credit unions .Put out a manuaL which

shows the whoLe rate structure, 'and I have one from

Mr. Shuck who was one of the leading thinkers and helpers

of thg Lending industry, and his shows the same maximim

ir.Eate thgf e.

a

mean by

maximum

When you say on

th at. thaE a smaller

rate of interest-

Yes o

a " graduaLed scal€tt, do you

loan should have a higher

A



6 I

2

3

4

5

6

7

8

9

10

11

12

13

L0g

FrLtz

a 
-than 

a lapger loan and that
'trseveral plateaus ?

A Yes, but Lo the extent Uhat those pLateaus

could be reduced, it would be an aid to disclosure, to

simpLicity of discl-osure, because there is a difficuLty

.when you say you have to give the ttconglomoratert p.r

cent per annum, if L mighc use Chat term.

a Yes, sir.
A On the graduated rate sLructure i.t causes the

Lender a LittLe bit more computacion, 4lrhough they Eell

me thac they have rate charts that they can do it without

too .much-troubLe. Still, I Ehink that the reduccion of

the number of steps is advisabl-e, even though it does

have part of the effect that you mencioned there of the

some exEenE helping Lo pay for
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bi gg bo tror,rers are Lo

the cost of Lhe smaller

the lenders look aL Lhe

th ere mighc be

I. Lhink that, generally

package for a profit making

thes e : rsmaller loans do

Lhey are of ten ve ty anxiorts

yBS, Lhey make loans

dol1ars. They lose

ongs.

total

cons ideratiorl . Since some of

lead inLo la rger on€s , well,

Lo have Lhe LoLal pack dge, even

litcle bit on the smaller ones.

before this group who Eel1 us thaL,

of a hundred dollars and two hundred

Lhough Lhey may lose a

a Well, nor{r we have had severaL bankers testify
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money on each .Loan, and to thar extent they mak6 those

loans in thb pubLic i.nLerestr'but when you ask them a few

qu:stions, they donrt go out and solicit that, type of.

Loan that they are Losing money orr. They wilL take it.

A I dontg g[inl<-;

a 
-thsy 

take it in some insEa.nces.

.A I donrt think it should be soliciced, Mr.

Lindsey, because I think thaL. the borrowerts actuaL need

and total indebtedness should b'e considered and the

peopLe that are lending in the hundred doLLar and under

fieLd generaLly have a tremendous advertising and

pushing process to try Lo get people into this category,

and thatts iff that they stace on a Lot'of thdir signs

and everything, and an ignorant person will think tshat

is all they can get anyway, and then'they advertise fa

smalL immediate needs, and. agranQ.Lze any type of a 1itc1e

ching thaL they might be abLe to buy, and so they.'do

increase the number of. smaLl Loans far beyond the genuine

social need for them.

a Wel-l, You do feeL, Lhen, thaE the srmLl lean-
Ehac is a hundred dollars

on a profiLable basis or

real Ly f ee1 LhaL s omebody

p arEicuLar bo rrowe t?

or less-should eigher be made

noL made at alL? You dontt

14
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e,l se ought to subsidize trhat
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A Well, you have to

on and have people working

economic s taLis tics s eem to

answer Lhat from a totaL

on in consumer credit, alL the

indicaEe Ehat consumer credit

l4

15
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20

2L

22
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package and total- portfol-io viewpoint. I dontt Lhink

that lenders should be expected to make loans to borrower

where they lose money on the whoLe. But r do think that
they shouLd not be permitted to say, t,I .geL'co.i-charge

this borrower what it cost me to make this little tiny
loan of a hundred dolLars or l-ess. rt The cost of making

that loan shoul-d not be th9 social basis for determining

the maxinum rate. I think that the graduaced raiue

strucEures of the Uniform Small Loan Law, .which seldom

go above three per cent per month for the first hundred,,

two or three :.hundred dolLarsr has proven to attract
very much, a very great flow of funds from smaLl_ Loan

lenders. They are clarnmering to lend in about, every

state of the'union, and they are even lending in the

two per cent states, although I donrt go that 1ow persoo-1

a1ly; so .I - don t.t think thac' they ' shoul-d be encouraged : I

further by raising the interest rate or by continuing our

present exhorbitant rate in the $100, arrd,.bqLow:field"

MR. LINDSEY: Thank you.

BY MR. MISKELL

a Mr. Fritz, in Ehe studies I have been working
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is probably one of Lhe mosE

to provide to the public.

conclusion?

make a rePort Eo Lhe public-

xpensive forms

Do you agree with

of credit

chat
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A What I would appreciate is if you would give

me anything that you have. obtained'in rhe way of a

wri-LEen report on those studies. L have been asking

for some Eype of written evidence of the findings and

conclusions of the Regulatory Loan Commission. L l,rould

appreciate that and I would study that and I would give

you an answer then

a We1L, Mr. Fritz, ne are tal-king aboutr we

have s Ludies f isures o I think there are probabl abouL

45 states in the nation that have accs simiLar to the

Regulatory Loan AcL. Some of these acEs have been on

the books 50 years or more" In practicalLy every one

of these states, the Commissioner is reciuired by law to

is ic not.?A

a

A

a

A

a

be available to Ehe

And LhaL is true in Texas, too,

Yes, iL is, Mr. Frit,z,

Has the Commissioner made one yet,?

Yes.

Do you have a copy of it?

We haventt made the reporL

public in

yeL, Mr. FrLt.z, but

Lhe ve ty near f uturit will
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0 Fritz
Thank .you. .

But going back to these other sCates , AIt.'

Frltz, ttrese 40 or 45 states that have been making 
.

.reports for 40 0r.50 years, some of them,'a1l the

reports show that there is a Lremendously high cost co

providing this type of credit, and I juet wondered whethe

you agreed, with that proposition.

A Well, of course, compared to what?

that

A
5l

It\

I chink

$[gq7-

a r think that the cost, if you want to comtrrare

it, to compare consurner credit Eo a

on an established.fieLd or something Like that, _why, r
think the rate would be higher. tf you want to compare

it to sone of the speculative business Loans, r donrt
know whether it woul-d be or not. rt is all a matter of
comparison. 

il

A This has gone into an eL ement of-I irm -talkiog j.
Mr. FrLtz, of the statistics. rf you get-and rrm just-
dealing with the statistical agencies.. Letrs just say

the Federal Reserve system or the comptroller.of the
Gurrency and ':the i s tebe . when you get into the field of
bankingr rou are cLassifying Loans, either commercial

loans or installment Loans or consumer credit loans.

tl-

a
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You are subdividing those wichin chat group, and a1L the

staListics seem to show in terms of eorlsumer credit that

this is 'much more expensivs-

A Yes.

a -f 
s provide.

erediE is more expensive

any oLher form of credit,

I am talking about consumer

Eo provide Eo Lhe publi c than

varigus types of credit.

of consumer credit are nore

of consumer credLtrT

expensive Lhan the origi.naL

A

a

A

a

A

Than a commereial 1o8or for example?

Than a commercial loarl "

Yes. I think that is Lrue.

Then you agree wiLh Lh at. proposiEior.T

-J€s,

a And then, wichin consumer credit, there are14

15

16

L7

18

19

20

2L

22

23
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25

dif f erences in

In oEher words,

expens ive than

cosL of the

some forms

o Eher f orms

examp Le?A For

q A homes l-oans are generaLly excluded, but I

mean, I think when we are talking abouL instaLLmenE

credit, it is a form.,of credir; iL is not a productive

form of eredit; it is not a commercial 1oan, but I wouLd

say a cash Loan Lo an individual, or even a home improve-

menL loan would be motre

mort.gag€, would it notr?
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You mean if it is a second mortgage?

Yes.

I suppose that since risk is one of Lhe

as we all know, and aL1 thau, thac the loss

be sLightLy higher, woul-d be definiteLy higher

mortgages. Yes, And, therefore, the costs

greaLer.

you gec to the proposition

Lo provide, do you believe

Lake on a po rtfolio basis,

be aL a rat€, do you believe

that

they cause a1L the damages that these high

sma11 Loans do, shouLd be .eoeo.lrraged to make

ror if he ins'ists: on just doing LhaL. But I

a Right " Now, when

that this crediE is expensive

thac the crediE, even if you

this form of credir ought

th at, Lhe rate should be such

A

n
Y

A

fac tor s ,

ratio may

on s eeond

would be

A

a

A

and where

tates thaL

a profiE,

74
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the lender. whoever

provides the form of credit, can recover these cgsts;cif

operations, plus enough money fst a f aLr and reasonabl-e

profit ?

Yes.

This is across the board?

.Yes. That is on a totaL congl-omorate picture.

I do noL think that a feLlow that insists upon limiting

his Loans to a particular small Loan any other

area where the costs are too high to be sociaLly desirabL
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the graduaued rate structure should be such

that a vast number, vast source of f,unds woul-d

availabLe, that a vast number of lenders r.couLd

ipate arlc cou1d.'compeEe.

a Right. Wel1, from the statements we have had

today we do have competilion in the fieLd, do we noE?

A In the fiel-d?

a Well, Let me run co an act that I, am familiar

wiEh, which wouLd the Texas Regulatory toan Act. You

have cited that there is a r.aiue of inEerest on loans

of a hundred dollars or Less. Now, this is an alEernativ

rate section. Is this correct?

A Yes o

a In other wordsr- I{elL, I-etrs puE iL to you

this r,ray3 You have under 
.SecLion 

L7 (a), you have a

basic. rate of $19 per hundred.

A

a

A

a A11 "right. And under section

turn around and you have a graduated raEe

is 320 per cent,. Correct?

L7 (b ) , then you

hrhich you say

Ehink that

A

1O aII-

Uh huh

Is Chac correcL.
' Yeso

be

P at Cic: a; "a

14
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The .maximuurYes. ThaEIs right" on a $20
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LeL me quoEe a tate.

and you jusE see wheLher

Now, 1et me give you an

I seL ic out, fairly.
a

example

At that

do11ar

$ 9 . 50 .

A

a

$19 a hundred rate undet' section tt (a) a hundred

Loan for six months shouLd cost the borrower

Righr,?

I Lake your word for

iL.

A Well, I donl E know"

a AlL right. Under section 17(b), thaL same

loan wouLd cost $34 for six months.

I. will- cake your vrord for t,haE.

I hope it's right. i,1-1 righc. Now, as you

14

15

16
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say, Lhere are Ewo costs , $9,50 and $S 4.

Yes.

There are 22gO L.enders licensed. under the

Texas RegulaEory Loan Act. Is this correct? A1-1- 2200

l-enders have Ehe option under the 1aw of charging thaL

rate of either $g+ or $.9.50.

Thatr s right.

So, there is competition that the lenders are

holding.out to the public. Now, at some Poinf-and we

have raised this at the other hearings-and under the

1aw, under the 1aw, Mr. Fritzr'under the Texas Regulatory

Loan Act, the borrower is not asked to compuEe thaL out

as an effective rate of inLerest. In other words, if he

A

a

A

a
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goes out into a Lender that erants to make that Loan on

Section 17 (a), he is required by 1aw to show him, Put

it in writing, chat that Loan wiLl cost hin $9.50. Is

rhar righr?

A Yes.

a And if he goes

is required by law to say,

$s4."

That I s righc

Now, do you feeL that that is not enough

Lo give-Lo a borrower, that he doesntc know

into L7 (b) , that loan operator
ttThis loan wiLl cosL you

14

15

16
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20

2r
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Lhat it is in his interesE?

A I definiteLy do feeL rhat, Y€s, and about

every borrower I see doesnr L have any idea, actually,

aft.er thac kind of a disclosure on a big sheet which-

Do you have a copy of the form and everythLng? There

it is. It is often written out big and everything like

that, in the corner, and everyEhing. But even chen the

borrower is not, one, advised of how much difference

there i", if aDy, in it, because Lhere is frequentLy a

difference. in the number of months and the size of pay-

A

a

disclosure

ment and,

They donr L

acro s s the

aetual-Ly, in the amount, they vary the amounts.

all just say; ttA.gree thac here is what iL is

board for a $50 Loan and here it is across the
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board for a $75, but o4e of them wiLL have $86.27 fox

L4 months; another wiLL have $50 for three monLhs, and

so forthr so the borrower eanrt telL by Looking at ic

what his rate is.

a . No, wB are Eal-king about two dif ferent

transactions. I am taLking about, one Ehing and you are

talking about something eLse. I am talking abouE a

hundred doLlar Loan for. six months under t7 (a) and

Section L7 (b).

A Oh, we1L , now I haven' t ''given-

a I am j us E talking about

We are talking abouL the borrower;

anybody here in Dallas a

Ehe one 1o BB , rlorr .

I am t,alking abouL
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A Yes, I affi, too. I never have

a This is one 1o4D, now. Now,

known "

Lhis can change

off. If a borrower wants to go to one company and say,

ttl want to borrow a hundred doLLars for six monchs, tt and

then goes to another company and he. says, ttl want to

borrow $60 for eighc months,tt I agree we wiLL have a

differen| set of figures. WhaL Itm saying is, right

nor,r you have a transaction, the borrower is 'given a fulL

discl-osure in dol-lars and cents and to what,

dolLar loan for six monEhs is going to cost

a hundred

A Yes, bug-

him.
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Now, waiL a minuLe. LeL me f inish

Yes.

The borrower does have

make Eh at, loan aE one

All ri.ghr, Sooner or

this

yes. Of course, he alwayo has-.but I want to know

something. WouLd you give me an example of somebody

that is lending under LT(a) ancl has on his rate ehart

and everyLhing there a hundred dol"lars for six months?

a hundred dollar Loan f or sirr months, even hundred d,o11ar

loan for six months, and Ehere they harre iE" They are

a

ques tioo,

A

q

he not, to

A

making these loans regularly,

of that.? I{aybe some CIf uhese

company thaL maldes a hundred

months. I would f-ike f o:- I

Lhat in al I of my experience,

that. They don t E give ir" Ecr

comPece for iprice,

a --1 eLIs ju$t, holcl it

it atround, l eE I s say Lhey give

the op tion r EheD r does

place or the oLheE?

1a[ es_-f ]reore t ie al Ly ,

Can you give me an example

genfr, lemen here have a

dollar even loan for six

never have encollrlEered

a ni*e simple ease like
ghem, They dmr t t wanL Eo

around " If they change

chem $9S for seven monLhs,
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a WelL, if they change it 4s'esnd-11qiqr, we are

just taitlng about a regulato:ry !pan-_

A I 4R, too.
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and the other lender says, ttl wiL1 give you a hundred

doLLars for five months.rr Now, Lf !ile change these

figures around, w€ wilL have a difference here of $9.50

and $34. Conceivably, Ide couLd change these fLgvxes

around to $33.13 and reduce that $9.50 to $9.f2, or in-

crease' it to $9.67, but the borrower is stil,l- going to

know there is a difference bebween $9.33 and $33 or

$32, wiLl he not?

A Not if one is at 7 months and one at 5 months.

These people are to ignorant to figure that out and

the more you go on these figures the mote I join them.

MR. LINDSEY: That goes back to the probl-en of

education.

BY MR " MISKELL

WeII, this comes back to the point of education.

Thatrs right. And this can be done if they

will have a per cent per annum rate, and then you just

say, ttThis fel-Low is l-ending at so much Per cent and

this fel-l,ow is l-ending at so nuch per centrrr and I donrt

care if you Lend $98 or $227 r you can get. the comparisons.

a In other words, the man can get .the comparison

Lf he is told that thfs Loan is going to cost you $g

and this Loan is I mean the same thing here. Ln other

words, if I go in and say itrs going to cost you $g and

you go and itrs going to cost you $33, he doesntt under-
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a

A

Ltr?r2lrALr
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stand that?

.O If it were given that wayr yes; but when they

donrt have to have a rate comparison, Lhen the way they

get out of any type of rate computation on Lowerlng'.-those

rates, which they dearLy Love, is by varying the amounts

and the terms.

a All right. I can.see we have reached a

juncture here where-

A Yes . WeLJ., I appreciate it. I would Like

to ask the Regutratory Loan Commissioner for i.nformation

as to what, how many Lendebs in DaLlas, for exampLe,

or in the state of the L7 (a) clas are giving a clear-

but raEe distinctionr or how many Lenders in the whoLe

state are giving any kind of a rate disclosure; that is
a per cent or doLlars per hundred, €ither one of a

discl-osure in their advertising so the borrower can

figure it out before he goes in therei or making:;.s

l-oans even of a hundred even f or six months.

a I think, Mr. FrLtzl under the regul-ations
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15
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L7
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2L
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A

a

promulgated by Lhe Regulatory

Lende t:, Lh a'E adverLi.ses a loan

amount of each monLhly payment

Commis sioner, any

also adverLise the

Lhe number of paymenLs

Loan

mus L

and

Yes.

He must also show Lhe,in prominenL type whether
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payments include insurance or not"

A Thatrs right. Thatrs right. And you cantt

teIl from Looking at the ads without being a pretty good

figurer where you can get the better deal, and besides

that, they are al,L charging at the maximum with Poqsibly

one tare exception, which is the onJ-y one I have eter

heard of. There is no rate competition among them,

with the exception that in this fieLd of a hundred

dol-Lar .loans and under, there actuaLLy .is a diff erenee '
but they aren t t teLLing even thete, although it woul-d

be to the benefit of the L7 (a) lenders to give the Y'aEe.

It wouLd definitely be to the benefit of banks to state

their per cent per annum, but for some reason that I

nevel have been able to find out aLL the way, they seem to

resi.st agreeing to stating it in Per eent Per annum.

a I think we might move on to the next point.

You made a statement there, you have talked

about competition, Mr" FrLEzr.af,d, pf courser this is

one of the things that the Governor was talking about, 
.

competition between financiaL institutionsl and I think

this is one of the points vte have tried to make to the

various representative's of 'various industries when !f,e

taLk about comPetition.

Now, you made the point and I don t t know

T4

L5
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18

19

20

2l

22

23

24

25 point know
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A I say thac they .are charging more

per cent per annum frequently.

a We1l, do you feel this is a bad thing?

A I do when it is against che Law. Yes, .and

think thac the more peopLe you have vioLating the 1aw

the more it brings down the whole respect for Law in

your community, and the benefit of any Laws that you

FrLt z

preciseLy what it'was, but you.were speaking

enae q.

a Then you have made the statement

th: Regulatory Loan Act was to provide 320

interest in certain cases.

I
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A hat, Is righL.

a But yet, when

in this field at, a lower

the banks come out

raL€, are Lhey not

benefit the pubLic?

A We1L, I dontu know what they are

do. I wouLdnrt try to go into their motives

know is if they are violating the Law, then

a Are they provi{ing compeEition to

and compete

trying Eo

Erying to

O AllI

that t s bad,

s erve the

pubLic? You were talking about the social needs

Herers the way I would rather put iE. I rmuldA

tather puL

g iving, if

it this way, thar I would be in favor of

necessary, for their being able to make a:
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consumer credic field, L would rather givq

increase Lo the bank, accompanied by

a

a fuL1 dis-
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requirement of rate per cent per annum. If
rhe package, w€ would give the banks a higher

rate, so they wouLd compete for and be abLe Lo make

a profit, plus they r,rouLd discl-ose what their per' cent

per annum is and everybody eLse wiLl have to discLose ic.

Then we will begin to have the results of rate compe-titib

but why give them a raise if chey dontt add anything

that will enable you Eo have competiLion?

a Then you are in.f avor of providing an increas ed

rate of .interest for banks?

A Provided. I said, provided that iE goes with

a good :con:sumeE credit code Lhat includes consumer

protecLion alL the wdy, specificaLl-y and without exceptioni

with raLe disclosure in per cenL per annum.

a You said you wer'e a member of the advisory

committee of fhs-Tr/hag group is it now? The Uniform

Credit Code, the National Commissioners on Uniform Laws,

their project for uniform consumer code. Ls Uhac eorrect?f

Th at, is . correct.

A1 1 ri.ght. \Jsrnr-

sPeak as an

But I dorlrt speak

individual .

A

a

A for Lhem Iher€r either;
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are a member of Lhe Advisory Commi t@?:tw-'t.--

A

a

posifiorr.

WelI, )Du

Yes, sir.

A

a

I Lhink Ehat is a

Yes , s ir.

the frrs t

A They didn'L compLete ,Lt, but .there ate'some

sections stiLl bLank, but, Chey did have a draff in which

they submitted many sections to the NaEionaL Cornnissiorers

a We1L, I mean the Committee was working on it

and did submit that draft to the meeting of the Nati-onaL

Commissioners in lulontreal Canada, 4t Ehe end of July of -

correct stacemenc of your

; some sections

per monLh?

Per yesf .

The Commis sioners have comPleted

of thaL code. Is Lhat co rtec t.?
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draft

this ye ar?

s right.
tp artial

A Partial drafu. That t

a But Ltrere 'is a draf t,

are ommitLed?

A

a

is a requirement for disclosure of Per cent

Yes.

Does that draft contain a section where there

A Not per cent per monLh; per cenL

There is a secLion Lhat requires that.

a Does iE require thaL, or does it require

discLosure of doLLars figures, dolLars per year?
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A There is another secLion, olr another type of

that requires dolLars per hundred dol-Lars, and

by an.amendment per year has been put in ChaE. Now,

are two types of discLosures, there are two types;

believe that'wi1.1 be correeted to where therers

ong.

a Well, there are tpo type's of disclosure?

A Yes.
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a Per hundred dollars per year and then there is
per cent?

A 1.r, but for two 'dif f erent types of Loans;

'!Cou1,d ou clarif whaL the per cenL is fot?

A The per cent is for single paymenu Loans and

the hundred doLLars per year is for installment Loans.

a The hundred dolLars pef year. Now, Ls chat

hundred dolLars per year, I mean, here in Texas, w€ have

the requirement that you have to show dollars per year

or a per cent per )rear. Is that correct?

A Yes. That ttortt is whaL ruins it. Nobody s'how

per cent. .

a lfell-, buL even so, even with the rror,tr w€ woul

be stronger than the national- code.. Is that correets?

A Oh, r1o. Did you say dol-lars per year? No.

FROM THE FLOOR: Dollars per hundred.hundred.
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A I didntt say that. No, L think that we are

much weaker than the Consumer Credit Code in its present

status. Ohr yes. Then it takes a heck of a 1ot more

than this type of statement too. The discLosure statemen

is Section II and it is by far the Longest of a1L of

them. ' You reaLLy have to make sure that you make Lhem

disclose everyEhing in order to have an effeetive l-aer.

a We1L, let me ask you this, then, Mr. FtLtz.

Wo.uld you be satisfied if we had the Uniform-if the

Commissioners are go'ing to promuLgate that draft, it is

stil1 per hundred dollars per yeat on instal-lment loans?

Is thar not an e.xpression of the Commissioners t Vii.qwprr't8..!'

on Lhis ?

That is definitely an improvement over what lre
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A

now have. A definite improvement,

a Well, it is different from what

advocated, though, is it not?

A I advoc.aLed rate disclosure. I say preferablr5f.*

the rate disclosure should be in per cent per year.

Secondarily, if it cantt be in per cenE per year, it

shouLd at Least be in dolLars per hundred doLlars per

Now, l-et me read to you secEion L9-
Year. -

a IvIr . Fr Lt z , leL 'me-

A 
-L9-a-7 

of the Act, and L wiLl show it says;

t

you have



L28 ..-.1

26 I

2

3

4

5

6

7

8

9

.10

11

tZ

13

FrLtz

It says elearly, Item 7, -: what has

ttA statement bfrowing Lhe

to be disclosed:

tOtal ; rsIIlOunL

in do11ars, and eent,s of charges' contracted

for 'at the time the loan is made or Che

percentate that the total charges bear to

the total amount of loan .expressed as a nominal,

rate on the average outsEanding unpaid balance

on uhe prinCipal amounE of the Loan.tt

It given an alLernative not of hundred dolLars

per year, but of doLl-ars per hundred per'year, but .

the aLternative is the statement showing the total

amount of doLlars qnd cenEs of charges contracted for.

The LotaL ainount, in doi-la.rs and cents of charges

contracEed for'at the time the l.oan is made. That is

the alternative and that is what they oughc to do. They

dontt give the percentage.
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a

Regul a co ry

A

BuL. they do give discLosure under the Texas

Loan Act of the cost of .a l-oan?

WeLL, this is seLdom considered as discLosure.

They always did chis bef ore. The only thing Ehat-full

disclosure means in terms of rater so that with one

F.figure, anybody can compare whether Lhis fellow is

chrging more than chaL f elLow and you can.r t do it with
just doLlars because they vary rhe terms and they vary
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amolrnt of the Loan and so forth.

a A11 right, Mr. FrLtz... L think we are getcing

to anoLher juncture, but I woul-d like to ask you one

last question and.in this regard.,

As you say, the Commissioners, Lhe draf.t :

subpitted .by the Commissioners does not contain the

same disclosure that you are advocaEing here today.

A In part it does..'

a iFor installment loans?

A It contains- Pea instal-LmenF Loans, I wouLd

rather have that-

q No.

A

a

advocated here today?

A It is my secondary proposaL ,that I advocaEed,

as an al-ternaEive, less preferred Ehan the first. But

it is much better. T do propose, if you are going to

pin me.down to .Lhat or nothingr.'!iiLL take. that rAther

than what we have now. Yes, sir.

Lo make Ehe obs ervat,im--.

L2Q

-Lhan 
none which is rrhat we now have.

It does not contain the proposa-L that you have

much
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a Well; I was just Lrying

As a member of the Advisory Committee, I

made the same- Your firsC proposaL, you

to the Committee?

r

presume that yo" 
I

I

submitted Ehat i



13-0 r

28 I

2

3

4

5

6

8

I

10

11

72

13

FrLtz

Lhe f irs t propos a1 was sub miLt,ed.

righL. In other words, Ehese National

E accept the proposaL there?

yet 
"

if

bef

A

a

CommiLtee

A

a

here? ' We

A

Yes,

A11

didn I

Not

WhaL

will

this Cornmictee doesn I E accept

ollowing a paEtero.

iE

No, you wouldnrt because the National Commiftee

accepted rate discLosure in dolLars per hundred dolLars

per year, and so far you hav'en't accepLed any rate

.discLosure, but I hope you do.
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a It is not my business to

the business of Lhe Committee or Ehe

accepL it; it is

Legislature.

run on to 'this oEher point

I think you trave made the

tloti: charging more E,han the

A .',Your, recommendatrion couLd be very powerfuL

in that connectiorl . 
:

a Mr, Fri Ez , let me

you have made. As you Said,,

staLement now that banks are

J.egal rate of intqrest

A Uh huh.

a In terms of the rates they charge. Now, Mr.

FrLtz, 8s we weLl know, the Constitution does s.et out

that ten per cent is the Lega1 rate of interestl ten

per cenL simple inEerest

Ch at, co rtec t.?

Iper annum here in Texas Is
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Unless ot,herwise fixed by LheA
a1n

Lhe

1o ans ?

A Yes, sir.

a A11 righu,

and numerous decisions

right of Lhe lender Lo

co rrec t,?

A

a

do11ar

and I Lhink probably

a Right.' In

Regulatory Act.

a are talking about Lhe gener aL c Las s of

Now, but Lhe law does provide,

of Lhe courts do recognLze Ehe

as ses s addition aL f ees c Is th aE,

Law?

of one

would be her€ r Loo.
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Some laws, you mean like the bankirg

Well, the banking code permits a fee

er fift does it not.?

A It says so t,here, Yes.

a A11 right. Now, .under deci.sions of the eourtl

what about legaL fees for investigaEing a title or

other investigatory .fees? Have they been accepted by

the courLs as a vaLid charge in connection ,:with t,he

1 oans ?

Wel-l-, when you added that tror other investi-A

gato ry f e€s tt, then you expanded. Do you wan t Eo limiE

it to titLe? That 'has been in some states accepted,,

oEher words, noT^r, in addition have

L3.L.

Legislature

the courts rule': that insurance .whic| serves as insurance
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say, as security for a Loan requirement ,-- Letts. gay

a bank makes that individual take out i.nsurance to

proLect.the security as offered, have the coufcs accepted

that as a valid charge?

A There have been some decisions where the

facts were not brought out, that this was a device

for obtaining a higher- rate on the Loan, ot higher

income on the loan. There have been cases thaL said

it was. There was another case that hel-d, even aside

from statute Ehat where they ctrged us more insurance

in order Lo obtain more money for the 1oan, and it

comes out Lo be more than the ten pgr cent maximum.

But -fhere are courts that say that you can14
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a,

A

a

validly charge for insura.rrce?

A You can, yes, if you do

Lhe other court decisions LhaE say

a Well, alt right " Now,

have permitced credit insurance if

Is that correct?

it without violacing

you cannot,

in terms, the courts

a bo rrower s o des ires "

A This is one of the types of insurance that

have been specificalLy allowed in a certain cas.e..

Rodrigrlez vs . Youngberg "

Yes "

Righc 
"
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A
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a So if terms of the generaL staEement that

a bank or any oEher lending institution conceivably couLd

eharge more than Een per celt per annum, but that will

notnecessari1-ymakei!_thetota].chargeswonltrun

in excess of ten per cent.. Letrs Put it fhaC \tay.

Maybe that way you might get it,.

a Let I s say the totaL charges night run in

excess of ten per cent per'annum; but it sLiLl woul-d not

be a usurous Loano

A We1l, if you fncLude in those charges credit

insurance that did not come under any of the numerous

where credit insurance has been found to be

additional inleresL, the premiums on iU additional

compensation for the use of the money Lent"

intre,'g''.,

a In other words, You ean have Ehat.

Mr. FrLt.z, T would like to get back to this

one poinE because it just seerns to me Eo be a conttadieto{P-"

statement. You have spoken, when you talk about secLion

17 (b) of the tremendousLy high cost to the borrower, ang

you have expressed the viewpoint- I mean, thbre is a

q1E.stionthatthese1oansshou].dbeout1awedinterms

of the interests of society.. Would that be. a cor'rect

sLaLement of your position?

A No.
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a WelI, then, you believe that you shouLd just

aLlow those loans to continue if you have , Lf they ean

show justification for it, ,and economic justification

for the rate of interest?

A Are you talking about a 320 Per cent Pet

yeal ?

a WeLI-, Let me rephrase it so lve can be clear.

In,'other words, w€ have a situation, a4d this is the

thing that I cantt be cl-arified in connection with your

statement about banks, that the banks here in Dal-Las

County are servic1:ng 256,000 customers. They have

ts din and the r e Drovidin

that I wouLd say I woul-d hazard a guess at a lower

effective rate than any consumer finance comPany, section

L7-a or section L7-b. Now, they axe plovidinq it at a

Lower rate, but yet.':'. I detected a note;..that- you wo.irld'..':.. :-:.

criticize one segment of the'finance industry for Pro-

viding almost half a billion dollars credit .to the peopl'e

in Da.L1-as County at a Lower rate than they can get it

from another segment of the finance industry?

ANo, Iamnot--i

a Then you turn aqound and

of the finance industty and You sey

because they are Providing it at a

anoth ex s egmentgo to

they

higher

are do ing it luDng

an&rra te than
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segment. Ln effect, what liletve got, riletve got Layers

here of rates. Werve got aL1 the statistics I have

shown, and I donr t know Che FederaL Reserve statistics,

sEatisEics of various states, and' I think Lhe people

who have an acquaintaneeship with the finance industry

agree that banks usual]-y provide consumer eredit at, a

l-ower rate than consumer finance comPanies. All right.

This is one thing. Now, consumer finanee comPanies,

by the nature of tsheir higher costs, Lhe t'ype of

borrowers their cLientsel-Le have to provide' the services

at a higher raLe. Under the Presenc Practices, the

because they are down wiLh Ehe matginal

borrowers and down at the highest end of the cost end,

so to speak, have to charge an entirely different rate.

Yet there is a comPetitive situation that any citizen

here in DaLLas County can go out and he can wal-k into

a bank, he can wal-k intso possibLy two savings ardLoan

associations here, and I think if Lhey had a rate

probabLy more, but he can go into a bank, he
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any one

to L7-b

around,

of s"yeral hundred l-oan companies or

can go

he can

into

go

shop

the

and he can shop around and get, if he will

he can get the best service. Now, what is

obj ect,ion there?

A Wel1, in the first place, I am not criuic Lzing
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the banks for providing credit aE a Lower rate than some-

one else. This is what I am for. i am for Ehe American

free enterprize system of peopl-e chargi.ng at a lower

rate in order to attract customers. I am fot that. Now,

with regard to competition, unfortunately compeLition

does not take effect until you have prices stated

clearly, 4d in the ordinary shopping a customer can

go in and find what the price of this one .is and what

the price of that is and eomPare quality" Ln the fieLd

of crediu, they should be abLe to go in and be able to

teLL what the difference is since the price is varied

mount of the

Loan and whether you pay it aLl equaLly or Pay a Larger

They should be

abLe to go in there and just geE one figure that they

can compare, just like a price figure on a commodiEY.

This one figure is either going to be chat it is so mrrch

1
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per e9nt per year or itrs going to say Ehat it is

much per cent per monthr or iEts going to be t,haE

so many doLlars per hundred dollars per year, and

so

ic is

if you

you get
;

to encot@ge;
I

the public:

get

Ehe

Ehe

to

that one type of figure comparison and then

education and training that goes to enabLe

pubLic-and the State should be eneouraging

shop for credit, Lo get the Lower rate-weL1, then,
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you are going to fina1Ly have competition in,

Unfortunately, competition. has never come in

lriEhout, some type of legislation to encourage
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is the type of legisLation, this package of it, that

would encourage competition in the field.

a Again, Itve only goE one observation. As

the Regulatory Loan Commissioner, I think there wouLd be

a great number of peopl-e in the consumer finance business

that woul-d Look at Lhose 251000 cusLomers in Dal-Las

CounLy and.$420 mj.ll-ion and would observe that that

seems to be an awfuL' Lot of comPetition for even a pLace

the size of daLlas.
A Well-, it is competition on some of Ehe tran-

sactions, buE it is not competition obviousLy on the

others, because they can stil-l- go on and geE a higher

rate from a lot of people, €ither A because those

people are not able to get Lhe bank Loan in that field'

and so it wouldnr t be competition for them; or, B,

because they are too ignorant. If they coul-d get

they dontE know how to compare the bank Loan with

oLher. If t,hebanks wouLd just say, ttour rates are

much per centr" and if the l-aw :-'required everybody

to say, ttour rates are so much per cenL per yearrrl

lbanii

Lhis t,Leld.

this tLeld

it. This

Ehe

the

so

el-se

a-I

think that then sureLy you woul-d geE everybody that can
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bank borrowing from the bank at, a lower
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a In the fieLd of automobil-e lending, the

banks have al-ready been active because they are clealing

with a larger size Loan which, oD a unit basis, the

administrative costs is l-ess, and have you observed thac

the cost of automobiJ-e financing has advanced Less than

any other type of finaneing because of the broad compe-

tition between the banks and the finance. companies?

I wilL take chat word from you, and I think

ood ilLustration of where, in the new car

financing, wherein some staEes where a study has been mad

and they do have the figures, such as New York, it has

been, concLuded with the banks and the fieLd and everybody

eLse in the fieldr you see, compeEition in rates

has taken effect. This is what we ought to strive for in

Texas,

a Then you feeL that if the LegisLature should

decide to authorize savings and Loans associations and

banks tso enter the broad spectrum of consumer financing,

by permitting these institutions to have a rate similar

to the rate authorized under fhe regulatory Loan act,

that this competition would be increased in Lhe smalLer
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I think LhaL would be t,rue.

Thank you.q

I

a If it went

have mentioned, you

a Would the

with the disclosure provis ions that

sge.

same reguLaLions that would be

to
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appLied Eo the finance company inforced as against

savings and Loans and banks? In other words, open

competition, the same type of regul-ation .for everybody

and the same rates for everybody, do you think this

would be a healchy situation?

A I LeL1' you whaL I Lhink er s onall. think

that if you put discLosure in there, you are helping me

aLmost to be in agreement with you. If you include

disclosure. Not just the same, because if it is the

same as now, no; Lhe banks will take what they want and

need and other peopLe wilL eonLinUe tso get all kinds

and you vrontt have rate competition

a Whatever the Legislature shouLd decide

provide with respect to disclosure?

A No. Not unless it is rate disclosure.

is any of those chree Eypes of rate discl-osure uhat

If ir

we

have mentioned, my first, second and third choices, yes.

Yes. Any of those three I wouLd think it would be good,
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and the banks subj ect to al-l the other regulations and th

types of consumer protection things that the other
i

witnesses have mentioned EhaE I have not rePreated' 
i
I

then I would think that it wouLd be healthy to have more i

capital flowing inEo it, provided also that you have the 
I

educational provision in the 1aw so that the rate di,sckdrre

can be made effeetive. Yes. I think generalLy economcally

speaking the greater the source of funds in a certain

market, the Less the market is f.inired in supply, we1-1-' 
i

then if you can control- alL the other factors that have

prevented price competition, weL1, then, Lhe more thaL

the price competition is Eoing to come in and the more

you are likely Eo have a f ree market,.

MR. LINDSEY: Thank Yorr.

MR. MISKELL: Thank you, I"Ir. FriLz.

We have been running a lictLe 1ong. You may

have missed the noonday crowd. We have two, and I chink

possibley three witnesses this afternoon. Professor

Ilarvey Davis of S.MoU. has also expressed wish to come

by and testify. L may be rushing you, but r,re mighL be

abLe Lo fini,sh up early if we take a quiek I-unch break.

Letts say rre ad.journ to 2:00 and we will Ery Lo pick up

again and just get our work finished as quickly as we ean

I appreciaLe your attention so far.
(tlhereupoor at L2250 p.m. the luncheon

tl
C[

recess t|Fs':ta[€D.),.
_: )
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MR. MISKELL: In case some

what happened to Mr. Lindsayt he h"*

bus ines s meeting. ThaE accounLs f,ot

like Lo c al l ItIr . Duc a te r. i) ,

The Ehings LhaE I have to say

to the re t.ail s ale of me rchandis e. The

of you are wond ering

to at t end an inportanL

his absenee. Itd

MR. Ducate.;..i: My name'is Jack Ducatei.r:. 'I

am here to represent the DaLlas ReLail MerchanLs Associ-

ation.

will

have

pertain onLy
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noChins to

do. with banking, financing, lending of money or anything

of uhat nature whatsoever"

Before f get into what I came to s4y, Itd
Like to make a few comments on some points that have been

raised earlier.
- 

, I think iE is only reasonable Eo remember that 
.

in our era there are people who live on the fringe of

things. unfortunaEel-y this is .true, has been true and

probably also always will be true. . rf this were not so,

rre wouLdnrt n".r. such a substantiaL investment as r,re have

down at HuntsviLLe wherein we have to incarcerate Lhose

who have been caughE on che wrong side of the 1avr.



2 1

2

3

4

5

6

7

8

I

10

11

T.2

13

74

15

16

T7

18

19

2A

2T

22

23

24

25

I

There

ins ide

DUCATE

are a great many who live eiLher

or so closely outside Ehat it is

just closely

extremeLy di f fi-

interpre t,aLioncult:to punish them under our laws and the

thereo f.

. unfortunately there are some people on che

other side of the fence, too, who ar'e just as willirg,
frequentl-y jusL as eager to Eake advanEage of business,

as it is frequenEly reported of business, t,o take advantap

of them. r could bring Eo you many many such instances.
r had one just in the last 48 hours chat might be worth
mentioning.

A ,young couple was refer
National- Found.ation for consumer credit because they were

seeking some advice in handling their indebtedness.

This young couple had been married a year and a hal-f.
They have an income take home Fay of $zoo a monEh. They

have outstand.ing debrs of over $7r000 on installment
obligaEions and contractuaL payments'of about $sso out
of che $zoo. rn addition Eo these, they have a 90 day

note aE one of our local banks. This is an open note due

the L2th bf october, r asked the young man how he goc

this 1oan. He said well, previousl-y his father had

co-signed for him frequently on small loans from time to
time which he had repaid. ,Therefore, the bank had a goa*
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payingexperiencewithhim,IaskedhiurfurtherLf

he EoLd the bank at Ehis Lime thaL he hdd thee insbllmeri.€:

obligations, and his answer rdas a very embarrassedrttNo.tt

Now, there are fringe operators who do and will-

take advantage of people. They will- take advantage of

the 1aw. They will- t'ake ad.vantage of anything Lhat

they can possibl-y clke advantage of . I am noE here to

speakonthei]rbeha1faEa11.IfEhereI.feresomeh7ayto

legislate these peopLe out of business, no one wouLd

appreciate it more than your reputabl-e retaiL merchanE.

I wouLd like to remind you that in speaking of retailing

we seldom ever Ehi

as a whoLe. Unfortunately iL.is not a cl-ose kniL group

as are many of the other phases of our industry. It is

composed of many Large merchanLs, buE many many many

more in the medium to small and

This is almos t, the las E f ron.tier

most of us have a Love for wherein a man has a right co

go i-n business and run his business to suiL himself , sene

whom he pLeases, make a.profit if he can; if he canrt

suffer Lhe l-o.ss alL by himself . The gross national-

product of this country preponderantly winds up into a

reLaiL Lransaction display along t,he Line.

There was menLion inade of the harrassment of
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even extra sma11 category

of Lhe way of life Chat,
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These are violations of the

can t L ,.,.":' : €nf orce Lhe criminal code

wholeheartedly in

have had the privilege

repos s es s ion r of ille 1aL entrty and

things of these kind.

criminal cod'e. If we

in this area, then"I think Lhere is someEhing wrong eithe

with the code itself or with our meEhod of enforcing it'

A qugsiion was raised about the question of

debt counseLing I have been very vety interested in this

subject a 1ong I-ong time. I have been insErumentaL in

geUting debt counseLing estsablished in some cities.

This is not a commercial- agency. " I do not

bel-ieve in them. Some of them are perfectLy bonified,

op eraEed b repuEable le. Some of thenn have been

invaded by less than repgtable peopl-e and 'i.'i as resuLt

the professional- debt counseling as a whole has received

a rather poor rePuEaLion. This would be a debt counsel-ing

service supporUed by the consumer finance indusEry of

the industry of the city of Dallas, functioning aE no

cos t to the eus tomer at al-l- .

The subjecL was raised about education, and

the matEer of f inancing. I concur

-everything "thaL has been said" I

of looking into boEh the nafefl,Al

atLempEing to use Ehis maEerial.

a t.remendous !f eaknes,s in Lhi s ar€a ,
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system starLing at someplace below the coLLege LeveL.

Itrs got Lo come. someday. When this will be, I donrt know.

I t d like to take issue with one statement that

was made earl.ier today. Ttre people can more readily

recognize Ehe difference between L6 and l-8 per cent than

between 16 and 18 do1lars. Frankly, gentlemen, Ehe

retail industry cannoL accept this premise,. I.-think you-,

know that Senator Douglas from Illinois had for many

years promoted a bill inthe Congress. He has had expert,s

from every area of our i;country and to this day there is

not a mathemati"ian who has been able to decipher a

reasonable wa in which this can be expressed in a retail

crediq Eransaction. Irm not referring.soLely to revolving

charge as was admitted earlier. In the retail industry

it is quite common for a customer to buy an item such as

a washing machine, sub.sequentl-y buy a dryer, maybe

evenEually an ironer and as they buy such, Ehey l-ike to

have Ehese consolidaced into one account so they have

one payment, Obviously simpLe interest could be stated.

There is no question about iL. On the second oller the

third one, the third one on. down the'l-ine obviously it

loses its identiLy completely.

and I cannot quiCe urlderstand

proposiLion based on Ehe faet.

Furchermor€, I do not
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people can unders tand
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percentage better than they 'can doLLars.
'Now, a retaiL merchant i; in business for only

one purpose and that is Eo seLl merchandise. That is his
sole reason for being. where Lhe customer gets the money

with which to pay for this merchandise is of no conse-

quence to your reputable retaiL merchancs. He can have

it in his po.t"!, he can draw it out of his bank, he can

write a check for it, he can take ic out of his savings

accounL, ouE of his piggy bank if he wishes. He can goto:.r
ithe bank and borrow it, he.can go to the l-oan company and!

borrow it, he can arrange to have iL financed through
a

do not care. The reEail merchant is in business to sell
merchandise and this is his sole purpose for being.

credit to the retail merchant is subjunctive Lo the sale

of the goods. It came into being many years 4go, as an

aid in the sale of merchandise. when this company in the

growth of itF economy canre to the point where more and

more people had an assured monthly income and a desire

for better living conditions, they r^/ere in a position
to ':where they couLd buy now and pay Later, and this
is exactly what Ehe whoLe premi.se 'is abbut;:. This. is
true faeE. IE is an.lactual.f,agt;.:it is-the basis-of'
entire economy of this country; that there have been
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some mishandJings in this area is unfortunate, but
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nevertheless, these are restricted as was evidenced

by the questions, which you yourself asked Mr. Miskell,

this morning, and the number of instances wherein Lhe

retail merchanLs have been guilty of mal-practice is

extremely smaL1. Generbl-ly limited only to those who I

would consider in Ehe fringe area,

The qi-e stion of rates was raised. I would

remind you of only one very small- thing in this area.

There are several concerns in this country who publish

cat alog$ . ',Of f hand, I Ehink o f Wards , Spiegels 5

WesEern Auto, J. C. Pennys, Sears-Roebuck and Company

but it is in excess of 25 million. This I do know. f

do know thaL each one of those cdt€lLoges'. spel-ls out very

clearly 'and very distinctl-y the rates LhaL a customer

wiLl pay for a piece of merchandise bought on credit as

eompared to a piece of merchandise bo.ughc on cash. Now,

there are only something Like 4A odd milLion families

in this country. With 25 million catalogs or more in

circul-ation, these are, I wouLd say', rather generaLly

available and cerLainl-y cannot be considered as any effor

whatsoever not to 1et peopl-e know what it costs them to

use credit 
"
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judgrnent the knowLedgeabLe retaiLer aLEempts to tie the

as best he can to the tate

f o Lhe cus tomer. Obvious Ly

this is not a cost accounting accompl-ishment down to Ehe

Nth degree, but nevertheless, this is the purpose of the

whole thing, with the thought in mind that the customer

who uses crediL wiLl pay for iL and the customer who

uses cash wiLl pay no part of it.

In the last several years, there has been the

development of a new kind of retail- account cal-Led,

generally revoLving charge. It has oLher names, fLexible

cosE of his crediC operaLions

of charge which he is making

or a consolidation of the 30 da

was preveLant in this eounEry f

ins tallmenc accounu upon which

re frigeraEors , was hing machines

Truely Lhis was not

merchanL. Truly, this typ e of

its popularity beeause of Ehe d

ActuaLly Lhe demand of the peop

abuse of iL, too, Itm sur€r on

and perhaps in the case of some

of the accounL is Eo make ic ea

buy his day-Lo-day needs withou
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bother of creating a new instaLl-ment sales contract on

each transaction and pay for these by the monch if he

so chooses or pay for Ehem ln fuL1 if he so chooses and

he pays the cost of the eredit onLy if he uses the eost

of the creditc

Now, there axe

consumer credit f ield: the

and the consumer-and the

the reEail merchant in many

to handle his .',ourn aecounLs

are not " Mo sE are noL " He

as coll-ateral to his bank and secure advances against

them. This is very true in many many cases r oE he can

arrange with one or more saLes finance companies so that

as a contract originates in his'store this contract can

be subsequentLy soLd Lo or perhaps even discounted to the

sales finance company. this is the purpose which they

serve. Generally they are in the picture afEer the fact.

This is the way they pl-anned to operate, this is t,he

way it shoul-d be operated, alrhough I wontt take

there are some arguments on the other side of the

your Ui.rre f ,

ic segmenEs

al€s, the 1

ance compan

es is not i

bl€. Some

choices e

as

S

in

nc

va

wo

ree b

e Lail

les f

ins ta

recei

has t

Lh

T

sa

to deny

taking

in the

fence

them

away froni
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in which I have some faith, aLso, because.

the right to inEervene during the fact is
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the smaLler merchbnt the advice and counsel- of experEs

that are available to him aE no cost.

Ird like to mention just very briefly the

statutes regarding the sale of merchandise at reLail

which are in effect in other states. There ar:e 40 odd

states that hav.e laws regulating saLes. I have no inten-

tion to speak about them.

There are approximateLy 30 states that have

l-aws reguLating the sal-e of other goods as it is ftqu-entI.)z

ca11ed. A bi1L of this type was introduced in the

State Legislature last session" It lras passed in the Ho15r

ub

a good piece of legis-

principals th atr

most law is based uponr, residenE and experienee.

Gathering from the laws of Ehe other

experience wiLh those 1aws..

I I d like Lo mentrion that

s taLes and their

this would cure serffilt

of the il1s that was ment ioned here this morning Ir
requires. a contract in writing. Lt specifically states

that the type must be in 8 point type that can be read.

It conta.ins Lhe mosL fori:ible notice that we can think of

j us c above the cus tomer t s s ignature

a statemenL of the fact do not sign

in 10 poinE bold type
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ealander in the SenaLe, This was
t

lature. IL is based upon Ehe sale

thi s

of exp erE s
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conEain any blank spaces. You ate

The law specif ically makes these

uhings mandatory. The contract must be in writing.

There cannot be any blank sPaces. It must be signed

both parties, both parties must have a copy. Ic

contains many other

S ervic es

any of his liability to the buyer when a eonti:ac{

by

f actors. I shall noc dwell on thc €.

were menLioned this morning " S.en,l iies
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bre ineluded. The car repair that lf,as mentioned earLier,

this would be included. Lt is covered in the statute.

Trade schools at this minute-are iiot; In facg

gentlemen, Lhis is the first time in l-0 years of legis-

art icul ar sub i ec t tha E have

ever heard the subjecg mgntioned. Obviously it could be

incLuded and based, on whaL L heard here this morning, I

think, undoubtedly shouLd be incl-uded.

This 1-aw, this Law does not. reLieve the

s ell er of

is sold to

mentioned

the law of

of roughly

Lhis also was

If this were

iE is the law

30 other sEates.

a sales finance comPany. Now,

this morning. This is not true.

the staLe of Texas righE now as

any violationThis places a serious penalty on
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were just added infiniEum untiL such time the ofiginiL

concept has been whoJ-ly lost in the original charges.

It makes it plain mandatory a customer can be given a

receipt fcr, paymehF by cash. ..ObviolrsLy :if lmade by check or

money order he doesnrL need a receipt. IL prevencs baloon-:

noEes.

It prescribes a method of albcation of paynefrS:

where going back to my example the dryer was combined

with the originaL purchase of the washing machine, so. ti:eL: :.

the seller cannot hang on Eo an originaL item for years

and years and years on end. Not only does it prescribe

this, iL gives the customer the privile e of desisnaLin

und.er c er Lain c ircums Eanees ,
,t i

app ry .

The sEatement was made earlier, and I think

most of these were made in connection with interest and

Itm not caLking about interesE, that everybody charges

the maximum rate. And, gentLemenr. Lhis just plain

isrrtt true in the case of Ehe retaiL merchant as:-

reLates Eo the laws ,i.governing the insEaLlmenL sal-es

of goods. To the best of my knowLedger .to the

best of my knowLedge, ro major retailer in the entire

United States is going to do this. None of the-to

the bes t of my
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where he wante Lhe money Lo

knowledge Lhey will noL do iL, and there
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a real- good reason. I{e reeognize that in the i.ndustry

there are some people who deaL with what L consider Low

income, high hazard risks who have to charge a slight1,y

higher rate because of the risk involved. Most of

your major retailers do not choose to deal with Ehese

people and if they did, then they wouLd have to charge

everybody beciuse you cantt have one set of rates for one

person and anbther set of rates for another perion when

you are doing business at the pace that Lhe Eetailrmerctrartsr

do bus iness Loday o

r d like Eo remind you ofI

This law which we would like to see

Lwo things in

as s ed provides

clo s irlg,

a
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point of appeal-r so thaL the customer who feeLs he has

been wronged doesn!t have to hire a Lawyer. He

doesntt have Eo file a Lawsuit. He has the right of

appeal to the attorney general by the mere investment of

a five cent post card, if he chooses to go this route.

Last and. far from leasL, these laws have been

in effect startirig::ba,ci<r.ri,biiLieVe, J i,n 0hio" nearly'
Ewenty years ago. r can speak df my own personal krowl.etgb

in four of our own mid-western states where I have been

mqs ! active, Mis souri, Kansas, Nebraska, and Col-orado.

Since the time that the laws regard.ing and governing

installment sales of merchandise was adopted ih.thosq sates
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they have had not'

to the aECention

I us e thaL wof,d,

the courts, Ehe

Commerc€.

Thank you 
"

I{R. I{ISKELL: Thank

few questions, pLease?

. 
DUCAIE

one single case of violation brought

of the officials of Lhe st,at,e and when

I. include everybody.: the attorney genexa{.,

b.etter business bureaul the Chamber of I

' 
MR. 

.i. 
,D-UCATE: Surely.

llay I ask you a

many here in

yotl .

BY I{R" MISKETL

aDo you have any idea how
,'

14

15

16

T7

18

19

2A

2L

22

23

24

25

es LablishmenLs ?

A ReLail

a Yes.

'. 
...

es Lablishments ?

In toLaL?

a There would bb an over-lap. Probably wouLd

be more than a hundred.

A Let. me make a caLculation if l.may. There is
something over a million people in the county.. This wouL

be roughly 40r000 famiLies. I tlould say somewher€:-

400, 000 
"

A

a

A 
. 

400,000 famili€s.

cenL or more excluding perhaps

I would

only a

say thaL

segmenL

90

of

Per

those



1

2

3

4

5

6

7

8

I

10

11

12

13

DUCATE

which have been ca'LLed indigent, and Itm not sure I

understsand that anybody ever truly gave me a definition

.of what an indigent is. In ny or4rn credit experience I

have seen famil-ies that I thought were indigents that

truly they werentt indigents at aLL because they were

getting 
.a1-ong 

a LittLe better than some people I didn I t

think we.re indigents. May I say another word, sir. I

donrt want to take your tim€, but I feel very deeply

about some of these things.

The credit fraternities as a whole, in the

20 years r..has come to be a reaL profession, and I

today your major merchants have:r"oly professional

peopLe heading up their credit departments.

Nobody in their right mind is going

credit transaction that they donrt think they

If they did, they wouldnft be there. It was

1_55

to approve

can collect

my privilege

aw ay merchan-
.t

whole 1o t

channels. It

not tiave'eshb-
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last

Ehink

axe veLatively few famiLies in Dal-l-as who

f.islreC creqit.-of ,some, kind in:, .soln€ .pIace..

to supervise for thg l-ast 20 odd years, and I have seert

some of our people make some mistakes in judgment, and

this I can forgive, butrto just truly give

dise, if we are going to do this, w€ are a

better off to do it through our charitabLe

makes a,better deduction as we al-L know. I

do

In

wo uld s ay there

geheral, two,
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Lhe merchandise Lhat moves re t,ail is sold
aan interesting "

f ew minuEes ago.

of one kind or anot,her.

thaL You might enj oy,

any ladies in the room?

I

jusE

at,

had

a
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I was over to the ment s room and if you have

been over there, they have a very talkative gent who

hands you a towel and wipes of f your shoes " llhen I wal"ked

in, he happened to have his bi1L fo1d open .and I toLd him

I made some offhand remark abouc this. I said, ftThat

looks awful faL. It must be fuLL of money.tt He said,
ttNo, it t s fu11 of biLLs . rr L said I 'ttwel-l-, you ought

noL to kee our bills in Ehere because it looks ret t

fat and somebody wiLl knock you in'the head for it.tt

He said, ttNo, sir. I have goL accounLs at this store

that store and a1L, I have got the finest credi!::.in-D1l-as..tt..:,

Now, he is on' social security,

it out towel-s in a washroom. This, gentLemen, in my

judgment is entitl-ed to credit because he takes care of

his credit.' Obviously he is not abusing iL in any wayr

shaFE f ashion or form" The average sale

Lhis may be of interest Lo some of yorl ,

supplemenEing iL by hand:'Rg'

in a retail stoxa,

The average sale

in a reEaiL store is much under a hundred

average account that you are talking about is wel1 under

$200 on insLallment accounts and in the neighborhood of
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a hundred dolLars on a revolving charge account,. You are

not talking about the $6r000 figure that I beilieve you

used earlier in one connection.

a Mr. Ducater, has anybody in the retail saLes

business, retailing, figuried, do you have figures, that

say what the aVerage famil-y--tetts take a young man 2L, or

22 out of school; he has just been married and he has

started up a famiLy. Hovr much wilL tshaE famiLy spend

reLail over a 1if etim e?

A Sir, I donrt know. I didntt expect you to ask

I donr t know whether I can dig it up from some

1ac e or not. Is Mr. Williams here? Pete. check me on

this figure. Isntt it something l-ike $200 plus a year.

MR. WILLIAMS : That sounds right.

A If this boy is 20 years .oLd, he j-s just married

he expects to f-ive to be 7A. Het s got 50 years to 1ive.

If it runs somewhere l wouLd ssyr Mro lv1iskell, it I s very

close in the area of twb to t,hree hundred doLLars a year,

in the average retaiL sEore. Irm excluding food markets.

and things of this kind, .you understand.

a1n

LhaL.
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a Yes . So, you are talking about 50

Lhose zetros

times $900,

If I r^rere the

leds say, or $ 150, 000.

A I I11 take one of

federaL governmenL, IId add

of f ,

one.

like to makea $15r000. It6'just the observation
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I think th.is might be considered, a seLf pol-ieing facets

of your consumer credit in retailing, is it not. Tf, a

man is going to do about 15, you can reasonably expect

many to do $L51000 worth of business with you over his

Lifetime. If you abuse him by harrassments or mistreat

him in terms of stare and radar conditions of anything,

you are going to lose t,hat customer to a competitsor,

arent t you?

A I|m certain you arer.'and..Ltd like to.devel-op

th_Bt' just_,,a:1.poinE.- fur.thbr .lfr:,I'-b'ould,.,.'Keep....-thib in'.mipd; I

said earLier and I I LL repeac again the retail merchant

is in business to selI soods. This is his onl

for being: If we coul-d soLve the riddle of why the man

who ow.es us and cantL pay us will go to our competitors

6nd pay cashr w€td. be real happy. If he is going to go

some pl.ace and pay cash, w€ wish herd come to us and pay

cash, if' he cantt geE credit any more. Obviousi-y, many

of the iLems that the average merchant seLls Eoday the

cus tomer has Lo buy some p 1-ac.e. Shoes , soeks , undervrear,

toothpaste, all of this sort, of thing he has to get

keep hirn as a cus tomer on a

L collect what he owes 1ts.

Ehe opporLuniLy ve ry of ten 
"

\4
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some place. Werd like to

cash basis evqn if we cant

Unf ortun at ely we don t L geE

Thank you very much.
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MR. MISKELL: Lrd like to caLL Mr. &cls Mifirbll-r.,

Secretary e.f Dallas Teaehers Credit Association.

DALLAS TEACHERS CREDI,T ASSOCIATION

rras caLLed as a witness and Lestified as foLl-ows:

MR. MITCHELT: Mr. Chairman, members of the

Commission holding these hearings and those of us in

attendance here, first of a1L, I wouLd like Lo commend

your Mr. Chairman and members of Lhis Commission for the

investigative study that the governor and presidenE of

the finance commission has instituted in this area in

the way of gathering information so that good will- come

out of it and service Lo peopl-e wiLl be accompl-ished in

this particul-ar area.

My name is Jack A, Mitchell-. I am a resident

of DaLlas County, Da1-Las, Texas. For 20 years I have

been the Secretary Treasurer of the Dal1as Teachers

Credit Union. CurrgntLy we have approximateLy 20r000

members of schooL empLoyees of this eounty. Irm a former

school Eeacher and I wouLd say thaL Itm al-so a director

of the Texas Credit Union League.

But, Mr. Chairman, I am here as a citizen of

Dal-l-as CounEy, the eounty in which you are hol-ding Lhese

hearings today and what. r say is as a commor::. c:it.!z€r--.6f
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trhis counE! and has no reLationship per se Eo my job

or any offi.ce that L hoLd except for the feelings that my

work has enabLed me to form some opinions on some of the

thing.s that lrere discussed here today, and L reveal them

for your consideration in the work that you are in a's a

study. In my connection and my pxperience of the past

20 years, I have found it increasingly that there is a

pressure for the peopl-e especialLy from 20 to 40 years.of

age to buy, to buy everything that they can and in a

good many cases with a dollar down and a do11ar when you

catch me. In addition,;. Mr. Chairman, therets this area

that I think we should all be concerired with, and that is
:

when Lhese fo

he area of 20

to buy refri

biles, furnis

nnection, I w

ve h.ad opport

1e who wrice

presidenLs a

nd M.D.ts an

sonal feeling

vas t group of

h ether:,ttley;,,b'e
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ork that I
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re is I
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o doesnr d

lks are geELing ouL of

years of l1e, there i

get aLotrs , Lo buy vari o

hings for housing and

oU16 say that in the w

uniEy to observe peopl

an rr11tf for their name

nd superintendents and 
-

d Ph.Dl's in this count

EhaC Ehe knowledge on

cross-seeLion of peop

Ph. D or M. D. or one wh

the atea EhaL

now days, in E

pent-up demand

Lhings, auEomo

And in this co

I am. in,, wg ha

deal wich peop

and university

al employees a

my gener aL per

,rat,es of this

very limiLed w
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write his name. rtrs my personal opinion that their
knowledge of buying a home is very linited. They do not

know Ehe papers that they sign. rtts my personal opinion

Lhat in Lransacting automobile titles, therets very 1itr1e!

nformation along that line by the consumers and individuals,

at hand.

ConsequentLy, I'm speaking in behalf of a

this county, in the public interest of the

this county and the State thaE they, too, shouLd-.

be concerned. r'.As, .men we think of all of our various

organLzations in this. rn this conrlecLion r wouLd say

that r think Lhere shourd be deep eonsideration given to

1'' 1
J.

,

Lh ey

a

10

11

12

13

eitizen of

people of

a fu11 and, courpLeEe.:disclosurer.of anjtrrrates r .:whether

b.e.a'.do11ar alneunt or -whefher.r,Fhey be: stiputrete"d_ by

cent amount; whatever they be that rhey be disclosed

the individual i'js9: they .can compatee.When they educate:

peopLe that they can compeEe with one organLzation or

another, Letts try to give them information thaE they

can compete on so that they:.c€ln alL be of the same mind.

As an illustration, when I receive in my

mai1, and when r read on a biLLboard, for example, member

of this group, Lhe study Gommi-tt.ee, .ttcome in...we finance

an automobil-e at five per centtr, we know that rhls'is
either i.r , : one of two things. Whoever wrote that sign
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Mi Lche11

doesnrt know what he is talking abouc in inLeresE rates

or eLse they are trying to deceive and misLead the con-
Isumer. With the current rate at six per cenc and currentl.yl-

business loans going at 7 per cent up in the thousands

and hundred thousand doll-ars, this is no way, in my

opinion, to advertise to people. That we shouLd state

that our rate is eitle r so much or such'a per cent or

dollar amount but have a Iaw that would state this so

peopLe could observe it.

In addition, I think we might consider, and

Lhis hasnrt been brought out in these hearings, Ehe

tremendous area of credit card experience, that the

gentl-emen preceeding here has mentioned that people

buy and they do buy-sn4 Irve seen the gauntlet, members

of this study commiLtee, from the individual who olres a

$10 debt to the junior executive of a large nacional

ehain right here in Lhis city who I s wife is a school

teacher, both of them are workingt=hets in Eraining in
an executive position--because of Eheir pressure and

because of their own personal- mistakes, would come along

and obligaLe themselves Eo as high as $600 in monthly

instaLLmenLs. Now, r^re are alL gui Lty in Ehis "r.".'
Everybody thatts in the consumer area, when we invite
these. people to come in and obLigate themselves in this
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area; and therl they have an addition to Lhe famil-y and

the income drops half and there the individual comes in

and tears in their eyes and, they expect somebody to baii

them out.

Whet,her we believe it or noE, we

with an area where peopLe d.ontt exactly come out clean

with alL of what Lhey do owe when they make appi-ications

for crediE nowadays. Wheiher it t s to a bank or a

credit union or savings and l-oan or anybody else

smaLl- Loan company. They donrt, a loL of times,

aL1 of this. And, they are encouraged co buy and

are. encouraged to go into these :various areas.

I would suggesE thaL in your consideration

LhaL you al-so bring in the idea the credit card use,
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because when we bring out the various credit

are coming along and the various areas and

tations Lo come in and buy and buy, I think

or

Lel1

they

c ards th at.

the solici-

we have many

areas where peopi-e need tremendous educaEion..

Itm not here to discuss the rates of various

lenders. One can aI-ways telL the other fellow how to
I

run his business, and I Lhink we alL should take cognizancee

of that. I wouLdnrc presume to Ee1I- anybody about their

own rates. Theyrve got to work Lhose out.. In some areasl

it costs more to do business Ehan in others. But, g.rrcteJ
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men, I would suggest that in your eonsideration that you

take into deep concern the area of 'fuL1 disclosure of

ratesn whether they be eicher one, a dollar amount, or

secondly, whether they be a per cent of the unpaid balance,.

In my opinion, Lhe various business organizations, the,

for example, chains and so forth, that have their ranolving:

credit at one and a half per cent per month or true 1-8
i

I Ehink Ehey are coming

c1ean with the public, whether we think itts high or drtterl.

we think itts l-ow. When they state. that, I think of no

cLearer rate than a per cent of the unpaid baLance. If a

man has an outsLanding balance of a hundred dollars and

he points off 'two places, thatrs one per cent and hal-f

of that, Ehatts a doLlar and ahaLf and he knows Lhatrs 18

per cenL per year. I commend those who state it that way

In the retail- industry r4re buy .a suit of eloEhes here in

Eown and'thaLrs Lhe rate they put out.

I believe it cosLs them that much to do busi'rre-:s s

in tho s e small arnounE s o
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per cent, we all know Lhese rates.

Thank you. I hope from this wilL

of pubLic service to the people.

MR. MISKELL: Mr. MitchelL, ,eouLd

Like to ask you some questionq. :

MR. MITCHELL: Surely.

come at eas

We-Wa I-d
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BY MR" MISKELL

here. We have heard these,remarks as Eo disclosure so

to speak, 8s a point made that this would be che end

resuLE, buL now, your credit union, fot example, your

teachers Credit Union is a non-profit voluntary cooperrElrve.l,e

organi zation. Is this coTrec t,?

A That is

a In other words, there is no profit motive

You are noE working for profit. It is owned by the

members. Is this correct?

A Let me put iL Lhis w4yr Mr. Chairman. We

make a profit, Yes, sir. LeEts be straighL forward.

But it goes back to the membership. Itts a cI-osed

a
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corporation.

a Goes back to the members. But the

rras inEeresting to me rf,as this teachers. You

members of your credit union association that

loaded i-n debt. True or not? :

point thaE

have

do get over

A I think chat t s typical. yes, .sir.
a Have you been able to find out why that is?

What causes Chat?

A Mr.

causes iL, 1eE

Chairman, jusE to specifically say what

me start at home. L think perhaps ,in our
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case we are too easy.

say they are too easy. I chink the deparcment stores

would say Lhey are too easy. I think that all of us

.together who get this .young executive and his wife so.

much in debtr w€ are al-1 too. Lenient with.them. Then,

on the other hand Lhere is the pressure to buy everything

now, their pent up demand and from this the ignorance of

the p eopl e Lhems elves .

a We raised this point of ignorance in the gsus66g{,-:

area, and we have been talking about the poor and the

disadvantage of what yqu wiL1n l-ow income groups, buL :I

can be I can say it as a poLitician, w€ can say peopl-e

are unsophisiucaEed

we can be frank and

Eo economic matLers.

or to the drop ouEs

Is thaE noL correct?

' A In my personal opinion, ana I tm sLating this

as a citizen, from my work experience, I say that whether

they are the man who signs his name with the x or wheLher

itts a.Mustang or the Mercedes Bend People, tsherets a

general-. Lack of knowledge on consumer information. A

tremend.ous amount. On contracts, you ask a person

many c as es , on

Mitchell

I Lhink t,he other lenders would

in Lerms of economic knowledge, or

say there is an ignorance in re gard

Ir doesnrt extend only to Ehe poor

or Lo a person who is digging a diEch
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Ln

thi swe have over and ov€F r do you real Lze
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and a half

care less,

Lhat Lhis is an

-,people wheEher

when you get : Lo

rates, and

real fas t .

MiEchel l

per cent is 18 per cenL. No.

to be honest abouL iL. But,,

And s eem to

hold this out

illustratidn. I think itts faLr, but

they are a Ph.D or whether they aqe M.D.,

talking about add on rates and discount

v4rious rates of this naturer you lose them

a I don t t knovr wheLher you were pres enE here

L his morning.

Yes, sir.

I would like, bef ore

ake loans to a

person, that person has to be a member of a credit union?

A That is true.

a In other words, this is sort of a cl-osed loan

group ?

A ILts aclosed corporation.

a Closed corporation. Now, this morning, in the

remarks, I raised the question whether any compLaints

in regard to credir unions. I might s€y, this is the

first time we have ever heard anybody say yes in regard

to having a complaint on erediL unions in our hearings.

seem Lo me I rronder about Ehat, about

mean about even discLosure .can be the .answer

A

a go inLo this point,I

u
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But it would

educ. at ion. I
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Mitchell

to everything'. If you hear a person is a member of the

closed corporation and in effect, if he is complaining

about the rate he is having to.rpay, he is really trans-

ferring from one pocket to the other pocket, isnrt he?

Essentially, yes.

So iL is 'an-'indic ation he has a Lack of, knowleE[e

. A In the case here this morning, Mr. Chairman,

I think Che Lady specifically, she 'said that yes, they

had had some copplainEs.. Irm noF trying to intrerpreE

her sper.eh, buL I think the same question would be asked

about banks., savings and Loans, the smal1 1oan. reguLatory

j us t have a c ercain opul at i ofr . They ate

74

15

16

L7

18

19

20

2l

22

23

24

25

agoing to misunderstand Ehe taLes

good rate, a very good tate and

group well' know. Any .kind of a

going to misundersLand th€rr; I

rather minimuir.

. . Erankly, rre have a

as you and some of the

raE€, the people aTe

think Ehe complaints are

A

They are kind of

By:- Lhe way, I I d

like taxes.

like Eo ask Lhis,

a Of course, e.verybody believes the rate they pa$

is the raLe thaL is too high.

a

credi t .

A

a

Yes, sir.

I think they unders tand that much about cons.rffit-::

.?
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members of otganizations who are not present, Mr. Bain

and he is a

Eion aL this

too, that many ti.mes people are not giving correct credif

information io you when Ehey make Loan applications. Are

you finding this is the common phenomenon?
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banker from Stockdale, but he raised the ques

-point, and you have touched on it here again

Mr.

to

go

A

a

Bain

give

that

. 
Increasingly.

Do you know of anything that can be done,

woul-d like to pass a statute to make it an of.En'ce

false information. I d.on!t know whetsher we can

far, I donrt know whether che. Committee wiLl .l

a s some

needed to be done along those lines.

A Mr. Chairman, this is kind of Like sin. We

are not going to eradicare r think it is an area of
the times, and I bring up the morals, of the people

tha! we are living with today, p1-us the fssg- [s I
mentioned Ehere in my personal- opinion, Ehe age

from 20 Lo 40, we are getttng ready to rea1Ly see solne-

and I

f rankly

public

a Where ean they get Ehis consumer educaLion?

gr oup

thing in the credit field in the coming years,

think th.ey need consumer information. I think
that alL of usi, they need some-Lhere is .some

interest invoLved in this area.

['
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Mitche 11

you think th ey ought to get Lt?

Frankly, it shouLd be taught, I think werd all
agree through the schooLs, beginning through elementary

and high schooL. L.have been a high schooL teacher, but

you find a eLtlzen right now who knows how to pass title
to an automobilg. They are few and xaxe between. How

to pass title to .a house. Just seemingly it doesnrt get

over until- peopl-e get into it arid they begin to use it

then they begin to find out about it.

MR. MISKELL: Thank you very much, Mr. MitchelL.

We app eciate your'coming here.
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MR. }ffiSKELL: IId liKC tO

Davis, t.. M. U. , Cha irman, Committee

able In rest Rates.

ca1L Mr. Harvey L.

to Prevent Unreasorl-

: MR . tlAREY L . DAVI S

!f,as cal-led as a witness and testified as fol-lows:

MR. DAVIS: Mr. Commissioner, my name is

L. Davis. I am appearing here as Chairman of the C

to prevent UnreasonabLe Interest Rates. And, It11

to fir.st start out 'by saying, so far this Committee

hasnrt been very successful-, in its objective.

But I qras very happy thaL Goveinor Connally

Harvey

omnitt

have

I

i
I
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charged this Commission as he

be a good idea at this Lime to

think ir mi gi;.t

aE jusE what he

going Eo read

I would

did, and I

look back

charged the commictee with: and so I am

the words of Govorner Connally:
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ttThe.re is an imperative need for an

extensive consumer crediL legislation for

the State of Texas. This code shouLd ericom-

pass alL phases. of consumer finance operations

in our state. It should provide an adequate

interest rat'eo"

This is Ehe only word I I d chan ge.

reasonabl e interes t Tates "

ItFree and fair competition between

financiaL institutions and industries, .rg

effective regulations. Under such a code ,

the people of our State would be assured of

1ow, competitive interest rates and proLections

from possible abuse. In additibn, the finance

instituLions and the industries of our'State

would be assured of adequate rates and the

right to competiLion" Such a code will bring

establ-ishment and progress to this most

important segment of our industryt;";

Now, E:hat is one of the best systems ltve eve
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read, and IId like to point ouE

uses the word, ttcompeLitivetr and then he aL

wo1.d- No r ttcompetitiolrr and ttcompetitivett interesc

rates . so, he €,mpha si zes that . And, therefore, r think
one of the emphasis of the study should be on competitive

interest rates.

Now from what knowledge I have, I think it is
accurate to say that Lhere is no competition in interesE
rates within the small loan industry in rhe respect of
the rates -r-hat have been set. The rates that are chargd-.

ar€ the maximum. There is no competition. No one hd.s

a tinance company to the

effect Ehat Lhey are offering
Fany of their compeLitors" D

on t,wo occa

lower inEeres L taEes than14

15

16
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19
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Now, h-ow do you get competition? Everybody

wants competition. we all agree. on that point. Now,

how do you get it? yio,, gec it by the knowled.ge of
:

those in the activity looking around and getting the
best deaL, and Ehe only way that can b€; done in the area'
that we are talking'about is for che consumer to know wha

he is looking for at the time he goes into the consumer

tinancing" And, the only way thac ian .be done is .to

state iE in terms of interest. Thac is whaE we are

talking about. rnteresE rates. There. is no other wa54

s ions he

so uses Lhe
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Ehat

for

people as a whole are going to be able to shop

credit without knowing what interesL they are paying.

Now, I,tm not.;up.:here to rebut'anybody who spoke:

before, I donrt intend to do that. But, in order to

say what I have Lo, I have to.make.a few remarks of

what I heard. l

The gentleman from the retail industry, in
essence i": his whole talk was they didnrt need regul-aLion

Ehey didn t g have any problems .

Well, Ehe Governor .- I
Govornor-af leasf in the list of

a

profess to know very mueh abouL che problems that they

might have. with respecL to the people who'use their
consumer finaneing but I do know that the interest rates

that they are ch a,Tging now

is 18 per cent and I Lhink

und,er the revolving ered.it p1a;r

my informaLion. And, of course, that rate is illegal-
under ttr" l-aw of Texas, so, that ir one probLem that a

comprehensive code should look at.
'So, that is the main poinL I think that I

wouLd like to make up here: that is that.this code

you are going to make recommendations about, should

out Ehe mandate-wsfr r wonrt call it a mandate ,,,:

gues s

those

it was the

thaE were under

74

15

16

L7

18

19

20

2L

22

23

24

25

all of them ch arge Lhat. Thatrg

Lhat

carry

il
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of Governor connally, the statement of Governor

connally, in seeing that we really get reasonable compeLi
I

tive interest rates, and r donit think iL is an impossi- l.
I

bility to do it. rt is done mgch better in almosL all
t he other sEaLes than it is being done here so far..
r believe that our mathemaEicians are capable, despite
what was said earli.er of drawing up adequate information
to show us

consumer,

I have a

and he Lells me he

interest rates that being charged, to the

ftiend. who is a d.occor in mathematics;

can do it, and r believe there are
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Now, another thing thaE the code should, provid.
:for, and that is as between the industry competitors, .

the treaLmenE shouLd be the same as far as maxjnrums...,allc+' 4,
Now, r say there may be different. intereist alIowed for
some peopl-e, banks, credit unions and consumer finance
operators of small l-oan operacors. There 

.may be good.

reasohs within the industry themsel-ves to have different
rates. But, there is no good reason to have a difference
in rates, such as we have noril, in the small loan industry
And,'of courde, r take the position that in chis new code

there shoul-d not be such a thing as our present Article
l-7 (b) of che Code.
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I :dontL believe from che information that I

L75

charges.

to some

a lot more infor-

know about Lhat

going into all

heard befor€r I

EO

there is any reason f or iE. Without

the arguments and s t aLements you have

just wanE to make that poinL again.

The third point I wants to make is about the

tie-in sale of credit life and disability insurance. Ln

the firsL place, I chink these tie-in sales are in

violation of our present Fed.eral and Anti-trust laws,

and that in itself is a very bad thing. But aLs.o, the

way it is used by the loan.industry and by the consumer

financing, it is merely an additional interest charge.

Lender wants, I think he should be abLe to get it, but

I donlt beLieve there is any. case in the history of

loans where s: credit insurance poliey in a smaI1 loan

situation was sold by any one buE the lender, ard the
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reason he sol-d it is for additional interest

Now, vre have had the rates lowered

ext,ent, but

additional

be credic inLeresL insurance wricers

rhey are stil-l Loo high and they are suii-1"

to the interest charges being paid.

Something Like a requirement if there is going

mation

which

about it and something like group credit insurance

can be written profitably by the insurance company
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Davis
at a much lower rat€, at such a low rate that some of
the money loan companies. who rea1Ly !,rant to compete on

their interest would absorb the credit interest charge.

That would'be an awfuLly good thing to put in their
advertisement. ttwetll pay for your group eredit Life
policy.rr rt seems to me that some of Ehe loan companies

and consumer finance companies could weLl take some

business away from their competitors just by doing chac '

littLe thing, and r r,puld suspect that 'they wouLd

more profit Lhan the rn/ay they are doing ic now..

The only other rhing rhar I would Like
about is, of course, the problem of how do

consumer to where he is abLe to reaL1y shop for credit?
we1l, part of what r have already saidlwould help .some.

BuL it seems to me that there nee'ds to be a definite
state effort for this, and this coul_d come under your

DeparLmenc or whatever Department is seE. lp for the

administration of this eode. rE would el-iminate many of
the problems that the cod.e is d.esigrred, or should be

designed to eLiminate. But very definitely withouL tryin
to say jusL how the education should, be d,one, r think it
shouLd be done and a very f.ikeLy by the state in.;.drder.;to

to effectuate the purpos'es of the Code.

Thank you 
"

make

to talk
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Th.ank you Prof e$sor.

I woul d l ike [o phras e s orne ob s erva'tions

yolt.

BY IvIR. MISKELT

a I am quite frankly, you might s4yr a bit per-

plexed. Mr. Ducate represented che retaiL profession,

and Itm perpLexed, because I d.ontL wish to rebut..: your

sEatement, but r think aE the time. of his discussion
it I s a qup stion of interpretaLion- r know this has .

happened-but he was up Lrere speaking of the legis:..-:.....t:;

lation,.inttoduced in the Last session sponsored by the

atre, an e sPoKe o

many of the provisians: rn orher words, discLosure

copy of the eontract to be compleLed., to be given to the

borrower, the right of rh.e borrorEer to-
A We1L, I say lrm noL trying to rebut,- him,

'

Mr' commissioner, and r dontt think anything he said.

needs defending. I tm not critieising.

a The point is made and I think it ought to show

in Ehe r.eeord. Eicher r misunderstood him or r misund,er-

stood the point was made that he was opposed to legis-
1ati.on.'

.A LeEts make Ehe record cLear on that, then

r didnrt say 'he rras opposed to regulation. The whoLe

MR. }fiSKBIL:
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tenor of his taLk was that his group d,idn't need

reguLaLionr that, Lhere were no problems

a WeIl, there again, you see I donrc

said thaE they didnlt need regdacioo,follow ir if he

because he "had, spoken about regulfr.ion Ch atr he had

sponsored, and.indicated that tshey feLt that they needed

some regul atiorl .

A l"Iayb e we

Well, th€n, we can

yes. Itm sure they

regulaLions to 1eL

a

won t t agree with how f ar they wenE.

get down to some of these things,

sponsored someEhing like permissive

them d,o what Ehey wanEed. Of course
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regulaLed as they want Lo be regul-ated. ThaErs per-

missive regulation, I. am tal-king about real regula-

tions, regulatory regulat j.ons.

We come to one other observation and I imagine

.people and I donrt know about rebuttal-, but you have'

raised the question of competitive inEerest rates and I

think I need to make about Lhree observations. I just

puLled out a Little booklet and chere are L2 states

that have regulatory loan ceilings of $Lr500 or more,

and of Lhose L2 staLes, weLL, there wouLd be 13, reaLlI,

including Texas, ' and I Lhink that number may have

changed with some other states, but out of r.the L2 listed
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that Lrave a lower rate

dollar lev€l , there are

Lhan Texas .. Ac a thous and

-
abo ut Lg s tates in that class
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There are only 2 s L at es

Ehe lowesE raLe of all

to the point- You

Loo high or t-h ey could

nexL point,, on

furnish figures where

these
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than 10 .

and for. regulated loans, Texas has

19. So, it seems to me when we geu

made the observat,ion the rates are

be low€r, I would like Lo carry the

what is Lhat bas ed?

A Mr" Commissioner, II11

the} are the highes L .

AE a thousand dollars

furnish figures on Ehat if

MR. I{ISKBLL; I

glad Lo have them.

A I came up here

to be in the new code. I

or aE $150A7

we appreciate your giving us

Itm sure the Comrnictee would

your obs ervations

a
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a

you wanE Lhe f igures.
t rn sure Ehe CommiEtee would be

to s Eate wh aE. I think ought

didn t L come up to debate the

present l"aw for information or to be a Earget for what

observations you might have for che present Law. I

thought you wanted someLhpng about, whaL I thoughL should

be in the new code.

a

thoughLs, Professor.

like very much to have on Lhe total
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rates on che Texas Regulatory Loan Ag!,bgcause Irm.., _

sure they would want Lo look into the act co provide

a eompetitive system of consumer credit here in Lhe StaLe

in response to the Govbrnorts mandate to the committee.

Irm sur.e we appreciate your coming by, and,

as I said be$ re, I was p'erplexed, As . you sdy, the

purpose of Lhe hearing is. uo rake testimony from any

cLtLzen who is interested, but I think it is the

purpose of any commiLtee Ehat is hearing testimony on

any problem that is of interest to say 10 or J.1 million
eitizens to make sure that there is a baLaneed record

record is unbaLaneed or. is.d.istorLed, or even for some

reason does not accurateLy refLect the situation that
transcript of the testimony, which is presented Eo the

Governor and to the public atr Large and to che Legis-

laEure, would only magnify the distortion.
A r hope r you are noc saying that r have di$o.rtedi..'

any recofd, Commis siotler.

a I didnf L imply LhaL ar all "

A That isn I t whac

a That I s the only

As I said, I was perplexed

didnlc want to appear to be

your-

reason r entered the obseffi*iod.

as to how to do it because I
rebut ting yolt.

a
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glad. The record will show whether you

me, Al so , Hhe record wil l sp eak f or

word is being faken down.

I{ISKELL: Thank you very much Prof es sor

who would like

are rebuLEing

itself, Every

MR.

Davis.

Are Ehere any oLher wiEnesses

tre appear aL Lhe he arin gZ

Ilere again r would like to remark t.hat the
record, written ,'reeord will be held open, and. we would

welcome any writgen transeripL of tesEimony which any of
you would like to file, and rtll poinL outs our aext heaing

€f , anc we

do appreeiate the appearance of all of you, and we appre-

ciate the fact that many of you have come and Listened to
the tesLimony. we hope that it has helped you. r, can

speak.for the commitgee when r say it will help them in
their deliberaEions, Thank you very nuch.

(Whereupon the hearing was adjourned.)
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CERTIFICATE

THE STATE OF TEXAS

COUNTY : OF TRAVIS

I, Walter H, Hickman, a Notary Public in:and

for Travis County, Texas, do certify that Fhe above

entitled maEter came on for hearing before

CREDIT STUDY COMMITTEE OF THE STATE FINANCE

and that the foregoing is a true'and correet

of my steno.graphic notes taken Eherein.

GIVEN under mY han

26Eh dalr of S ep t,emb€r r 19 66 .

lt er H,
in and for

$

$
$

the CONSUMER

COMMISSION

t.ranserip t
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