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CONSUMER INFORMATION

TUESDAY, FEBRUARY 8, 1977

House or REPRESENTATIVES,
SuscoMMITTERE ON CONSUMER AFFAIRS OF THE
Commirzee oN BANKING, FINANCE, AND URBAN AFFAIRS,
- Washington, D.O.

The subcommittee met at 10:10 a.m. in room 2128 of the Rayburn
House Office Building; Hon. Frank Annunzio (chairman of the sub-
committee), presiding. ' ‘

Present: Representatives Annunzio, Spellman, Vento, Wylie, and
Fenwick,

Mr. Ax~Nunzio. The fivst meeting for 1977 of the 95th Congress of
the Consumer Affairs Subcommittee will come to order,

I would like to welcome you here this morning to this first meeting
of the newly reorganized Subcommittee on Consumer Affairs.

When, the first set of “consumer information®” hearings were held
at the beginning of the 94th Congress, not only were some of the mem-
bers new, but 1 was starting my first tenure as chairman of the sub-
committee. Now, 2 years wiser and four pieces of significant con-
sumer credit protection legislation later, we meet again.

Our goal here today will not be to begin consideration of any one
piece of legislation, but to provide a forum where those parties most
involved in consumerism can come and tell Congress what they be-
lieve are priority issues. .

We have representutives from Consumer’s Union, Consumer Feder-
ation, a representative of the American working man and woman,
State consumer advocates, and a representative of our senior citizens.
To me, all represent a good cross-section of the people of this country.

From them we will hear what is bothering American consumers at
this point. Some will confine their comments strictly to consumer
credit protection; others will give us an overview of other problems
involving the consumer’s pocketbook. ‘

What we will do with all of this information then is to combine
it with the ideas we receive from those Government officials who will
appear tomorrow, and the industry officials who will appear Thursday
to put together an agenda of legislative priorities for this Congress.

The Subcommittee on Consumer Affairs has many ideas of its
own as to what areas deserve attention during the 95th Congress.
But since we represent the interests of possibly the broadest con-
stituency in the United States, the American consumer, I as chairman
thought it would be a good idea to call in several national consumer
representatives first. (

1)
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There are so many areas which could be considered and we regu-
larly have a backlog of bills which were never touched at the end
of every Congress. This time around, we are going to try to get a list
of the most important bills, and then all work together toward their
passage and enactment.

Holding “consumer information” hearings at the beginning of the
94th Congress was a very good idea, because it served as an active
orientation for those of us who were new to the subcommittee and its
work, This year, many of the same faces are here, both on this side
of the table, and on that side. But also, many faces are new. I am
very excited about the potential of these hearings to spur interest
in credit protection and other areas of consumerism both inside the
House of Representatives and outside. As you go back to your respec-
tive constituencies and report what happened here, my hope is that
the combination of our ideas, criticisms, and goals will come together
this year to bring about legislation which is protective but fair, neces-
sary but not burdensome, and most of all, easier to understand.

The Equal Credit Opportunity Act Amendments is a piece of legis-
lation with which I am very proud to have been associated, but I
assure you it would take the ultimate linguist to plow through its
meaning as interpreted by the Federal Reserve Board in regulation
B, and I am not such a linguist. Perhaps you will have some
suggestions.

Therefore, I would just like to say that I appreciate your support
of these hearings by your presence, and I invite your respective opin-
ions. You may cuss or discuss anything, about the consumer and his
or her pocketbook that you like.

I would also like to announce at this time that there is a meeting
of the Subcommittee on Financial Institutions Supervision, Regula-
tion and Insurance, of which Mr. St Germain is the chairman, and
they are marking up H.R. 1901, That is a meeting that I attended
before coming to this meeting where I introduced an amendment to
increase the length of time on regulation @ to 1 year. It passed 13 to
8. And then I left the meeting and left Mr. St Germain with my
ProXy.

We are going to have these difficulties throughout the year, because
each member of this particular full Committee on Banking, Finance
and Urban Affairs, is on at least three subcommittees. So with the
meetings of the subcommittees and the meeting of the full committee,
that means that we are responsible for attending four meetings of this
committee, and as you know, all of us have another committee which
we call & minor committee, and on this committee, the minor commit-
tee, I am also & member of three subcommittees and the full com-
mittee. So I will be on call for eicht different meetings, and sometimes,
as you know, the way scheduling takes place in the Congress, we
could have four meetings going on at the same hour. So there are many
members of this subcommittee who are now in the hearing of the
Subcommittee on Financial Institutions Supervision, Regulation and
Insurance being held upstairs, and we will continue with our meeting.

But before I call on the witnesses, I have my good right arm here
this morning who was a member of the subcommittee last year, who
worked with dedication and devotion to the cause of consumerism, who
supported me wholeheartedly on the four pieces of legislation that
passed this commiftee, and I would like to officially welcome Mrs.
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'Spellman back to the subcommittee in a new capacity, as the ranking

Democrat on this committee. )

Mrs. Seeruyan. The longer I stay, the ranker I got. [Laughter.]
- My, AnnNunzio. So you see, it doesn’t take much time to convince
people that the seniority system works. And until a better system
comes along, we had better stay with what we have.

My first witness this morning is Kathleen F. O'Reilly of the Con-
sumer Federation of America. )

Before you speak, I would like to introduce the other witnesses.

Mark Silbergeld of the Consumers Union, who is an old friend of
mine. I paid my dues into his union. From the United Steelworkers of
America, John Sheehan and Kenny Kovack.

Ms. Faye Mench, and Roberta Wieloszynski.

And Ms, Wieloszynski, I want you to know that I have the personal
greetings of a great Congressman who comes from Syracuse, Jim
Hanley, who is at the meeting upstairs and told me you would be here
this morning. So we are very happy to have you here, and I welcome
you before the committee on behalf of Jim Hanley. i

And Richard B. Spohn of the Department of Consumer Affairs,
Sacramento, Calif.

So I thank all of you for being here.

Now, Ms. O'Reilly.

STATEMENT OF KATHLEEN F, 0'REILLY, LEGISLATIVE DIRECTOR,
CONSUMER FEDERATION OF AMERICA

Ms. Remuy. Good morning. It is a pleasure to be here on behalf of
the Consumer Federation of America.

Before I speak about specific issues of concern to us, I would like to
take the opportunity to emphasize in a very special way a broad
prineiple which must be a recurring theme of any discussion on credit
and financial institutions issues, and that is the need for vigorous
enforcement.

‘Consumers and Members of Congress have too often experienced the

frustration of having devoted their energies to the passage of strong

consumer legislation only to have that law sit on the back burner o
some agency or to become the victim of lax or even nonexistent en-
forcement. Examples ave legion, but I would like to focus on one of
particular annoyance to the Consumer Federation of America.

An early and ardent supporter of the Equal Credit Opportunity
Act, we have been dismayed at the lackluster enforcement of that Jaw
by the Federal Reserve Board, Recognizing that the Federal Reserve
Board has enforcement jurisdiction over only some 1,000 banks, the
commitment they give to enforcement is minimally needed g & critical
symbol of their pereeption of how important the law is. The track
record of the Tederal Reserve Board on enforcing the Equal Credit
Opportunity Act is deplorable at best.

In July we described our experience to the Senate Banking Com-
mittee, and today I wonld like to reiterate some of those points.

Last April when the Federal Reserve Board was conducting an onen
hearing on how to best implement the Equal Credit Opportunity Act
Amendments, we took that opportunity to scrutinize the manner in
which they had enforced the original Equal Credit Opportunity Act,
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and surprisingly, found that they had done little. Imagine that 8
months after the Equal Credit Opportunity Act regulations had be-
coms final the Federal Regerve Board had not yet revised its bank ex-
aminers manual to reflect the new law and those regulations, Attend-
ance at regional seminars on the law had not been compulsory for the
bank examiners., No special training or checklists had been prepared,
even though the Federal Reserve Board acknowledged that bank ex-
aminers have traditionally been trained and sensitized to maintaining
the soundness of banks and do not have the background or strong in-
terest in enforcing consumer protection laws. 3

We questioned then and we question now, why there is not a mini-
mum number of classroom hours required of bank examiners on the
consumer protection laws that they must enforce, and why are they
not tested in a classroom on those laws? Why are there no systematic
spotchecks of those examinations? Whg hasn’t the Federal Reserve
Board established a specific cutoft period to prohibit a bank examiner
from examining the same bank so often as to create an obvious conflict
of interest ?

Six months after those regulations had become finalized the Fed-
eral Reserve Board had not even established an Office of Compliance,
and were very vague in their discussions with us about the back-
ground and consumer orientation of those staffers in charge of en-
forcement.

Six months after those regulations had become finalized the ab-
sence of any complaints or even suspected violations had not triggered
within the Federal Reserve Board any concern that enforcement might
have somehow gone awry. Even the procedure to be used in enforce-
ment had not been formalized. It appeared that heavy reliance would
be placed on gentle persuasion of violators, and that there would be
great resistance to cease and desist orders and the like. ~

Any hope that we might have had that the Federal Reserve Board
would improve their commitment was certainly dashed to the ground.
We reviewed the Federal Reserve Board Annual Report to Congress
on the Equal Credit Opportunity Act for the year 1976, dated Febru-
ary 1, 1977, We very much hope you share with us a dismay at the
shallowness of that report. Note the absence of any record of how many
complaints the Federal Reserve Board has received, what the status
of those complaints has been, and what enforcement procedures if any
wero utilized.

They also describe in vague fashion that some Federal Reserve
banks have experimented with conducting separate consumer exami-
nations. Just how many is “some”? Flow was that experimental
examination structured, and how do they now evaluate the effective-
ness of such separate examinations?

Note, also, that a task force has been established to “consider” (not
act on but only “consider”) many issues which should have been im-
plemented long ago. They are now going to consider updating the
examiners manual, They are going to consider developing an exami-
ner’s checklist for use in examinations; consider developing a uni-
form compliance report and developing of a proper sampling tech-
nique and methods for correcting violations discovered.

'This is outrageous. Lack of vigorous enforcement intensifies al-
ready deep public cynicism about Government regulation and about
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Government itself, and it makes an absolute mockery of the congres-
sional and the consumer efforts which have resulted in the passage
of such laws. o

CFA very much recommends that the oversight function be con-
ducted with close scrutiny and that the financial regulatory agencies
not be allowed to waflle on enforcement of consumer credit legisla-
tion. The type of generalized annual report submitted recently by
the Federal Reserve Board should not be tolerated. Gaps in the re-
port designed to conceal the unresponsiveness of the agencies should
not go-undetected.

A related issue deals with consumer complaints, and we take this
opportunity to commend you, Chairman Annunzio and your staff
for the excellent staff report, “Do Financial Regulatory Agencies
Listen to Consumers?”, dated in September 1976, Its contents ave
simultaneously enlightening and very discouraging. ,

We would like, however, to expand on the general recommenda-
tions contained on pages 2 and 3 of that report, and suggest that,
first, the complaint-handling mechanism within each agency should be
structured at a sufliciently high level within that agency so as to have
some impact. If the office is buried deep in the bureaucratic substruc-
ture, or 1f indeed assignment to that office is actually considered among
employees of the agency to be a demotion, the office will be little more
than a paper shufller.

Second, each agency should institutionalize some mechanism for
assuring that the contplaint-handling process deals not only with
complaints against the very agency itself. There should further be
a mechanism for insuring that the results of both categories of com-
plaints are channeled into the policymaking procedures of that
agency. Sheer numbers of complaints are not an accurate barometer
of a violation, so the absence of a large number of complaints should
not be a justification for inaction. On the other hand, large numbers
of complaints should be considered as potentially the catalyst for
policy changes. ‘

Third, there should be assurances that agencies have adequate stafts
for compliance, and that reliance is made on persons who by educa-
tion and/or experience have a demonstrated commitment to consumer
protection laws rather than relying on those predominantly oriented
toward the soundness of banks.

Fourth, we urge this subcommittee to take a leadership role in
cooperating with the Government Operations Committee to secure a
legislative modification of the Freedom of Information Act. It is
important that financial regulatory agencies not be allowed to rely
on the FOIA exemptions which protect the results of bank examina-
tions from disclosure, Logically, it is only information which relates
to bank soundness which should be protected, and not information
which reveals violation of consumer protection laws. A sensible
supplement to consumer complaints is the disclosure of more infor-
mation so that consumers will know when they have something to
complain about.

As to specific legislative issues, I would like to submit for the
record a copy of CFA’s policy resolutions for 1976 which address a
large number of issues of importance to this committee. .

Mr. Annuwzio. Without objection, so ordered.
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[The CFA policy resolutions follow Ms. O'Reilly’s prepared
statement.]

Ms. O'Rexcry. And if the record is still open next Monday, I will
ab that time submit for you the policy resolutions that will Ke voted
on by our entire membership on this Saturday at our consumer
assembly. ,

On particular issues I just want to give o very brief overview of
the priority issues the Consumer Federation will focus on in 1977.
Wo will continue our efforts, for example, toward the creation of a
National Consumer Cooperative Bank, This legislation will help
consumers by promoting an important type of competitive economic
activity in the United States. The creation of that bank is critical to
the viability of consumer cooperatives which have so well served con-
sumers, And it would parallel the highly successful Farm Credit
System and allow consumers to form food, insurance, housing co-ops.

We at this time want to again commend you, Chairman Annunzio,
for your debt collection practices bill, and to go on record as saying
wo will vigorously support that legislation in the Fouse and will do
everything possible to work towards passage in the Senate of that
same legislation,

As to the Fair Credit Reporting Act Amendments, we strongly
suppert passage of legislation along the lines of the legislation con-
sidered last year by the Senate Banking Committee, and T have listed
in my testimony the major reasons why such legislation is important
to consumers.

Once again, we will be looking carefully at financial institution
reform, hoping that comprehensive legislation, not piecemeal legisla-
tion, can quickly be enacted. To be acceptable, that legislation must
expand the competitive powers of thrift institutions and assure a
greater availability of funds for housing, particularly low- and mod-
erate-income housing. It must provide a full voluntary central bank-
ing facility for credit unions and a broadening of their criteria for
membership, primarily to benefit low-income consumers, It must re-
organize agencies that regulate financial institutions and separate the
monetary policy function from the regulatory function of the Federal
Reserve Board. It must provide for an annual GAO audit of the Fed-
eral Reserve and expand the membership of the Federal Reserve to in-
clude public members, Tt must, finally, include requirements for
Truth in Savings information for consumers.

In terms of Truth-in-Lending, holder in due course, and variable
rate mortgages, these are the three issues which potentially are the
products of legislation, which we will oppose.

As of Truth in Lending, any indication of a severe modification
of Truth-in-Lending to undereut the disclosure it requires or its strong
sanctions will be vigorously opposed by CFA. There seems to be &
growing popular fad which knocks the Truth in Lending law as being
elitist because it is claimed that essentially Caucasian males utilize
its information. There are allegations that it is not achieving its in-
tended effect, and there ave traditional arguments that its cost is far
out of proportion to its benefits. We are taking a close look at such
studies and hope to have a comprehensive analysis ready by the spring.
To date, studies asserting such conclusions have little credibility be-
cause they assume that a vigorous competitive market exists. They give

¥
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lip service at best to the need for increased consumer education, and
their sampling plans are statistically inadequate, They also attribute
little if any importance to the advantage of Truth in Lending in-
formation which allows consumer groups to corapile, to analyze, and
to compare Truth in Lending information in a handbook fashion and
to then make that available at & nominal cost to individual consum-
ers who might otherwise not utilize Truth in Lending to its full
advantage. A :

We continue to urge that the Fecleral Reserve Board amend regu-
lation Z to require the disclosure of not only the fact of a dealer or
seller kickback when it exists, but also disclosure of the amount of
that kickback, both in terms of the percentage and the dollar amount,
and specify whether it is part of the finance charge or the purchase
price. The Board’s amendment should further require the separate
1temization of the amount of dealer participation.

I have included in my testimony the comments we submitted to the
Federal Reserve Board on this issue. Their present proposal, sim-
ply to indicate that there may be a kickback, is very unacceptable.
The use of that word, “may,” is really much more of a hint or a
teaser of information rather than the providing of information. That
information can be used in a comparative way by consumers and
alert them to the practice of kickbacks which have become growing
offensive in other areas, such as real estate settlement procedures,
medicare, medicaid kickbacks, and so forth, It is time to educate the
consumers about what is going on and to give the information to
them in o fashion that allows them to do something about it.

As to holders in due course we will oppose any legislative attempt
to withdraw the FTC rule abolishing that doctrine. We will also
continue our vigorous opposition to any proposals to institute vari-
able rate mortgages along the lines of the proposals that seem to
resurreck on an annual basis. We continue to feel that varinble rate
mortgages are diseriminatory against women, against the elderly, and
against racial minorities who traditionally do not have the upward
economic mobility to prove to underwriters not only that they have
the ability to pay the present monthly payments but they can pay
increased payments in the future.

We think it will be particularly important to see in Angust the
statistics from the State of California which will tell us how vari-
able rate mortgages have been working there. I think we will see
that it has been a very stagnant index, because regulation @ is still
on the books, and that if regulation Q goes off the books, the index
will be a very volatile index, and one which consumers will find diffi-
cult to understand, let alone control.

We want to emphasize that, sympathetic as we are to the bust and
boom situation in the thrift institutions and its devastating effect on
housing, we feel there are preferable alternatives to solving that prob-
lem, and the variable rate mortgage is at least a 10th-rate solution
which causes as many problems as it solves,

Thank you. .

[Ms. O'Reilly’s prepared statement and policy resolutions—1976
(veferred to by Ms. Q'Reilly in her statement) on behalf of the Con-
sumer Federition of America follow:]

i °
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PREPARED

STATEMENT OF
KATHLEEN F. O'REILIY, IEGISLATIVE DIRECTCR
CONSUMER FEDERATION OF AMERICA

/

Consumer Federation of America is a féderation of 220 national, state and

loeal nor-profit orgénizationa that have joined together to espouse the consumer

. viewpoint. CFA and its member orgenizations represent over 30 million consumers

bhz;oughout the United States. Among our members are Consumers Union, mblisher
of Consumer Reports , 17 cooperatives and credit union leagues; 45 gtese and
local consumer organizations; 66 rural electric cooperatives; 27 national and
regional organizations ranging from the Natlonal Board of the YWCA to che
Nationel Education Association; and 16 national 1t;hor orgo.nizuéiona.
Enforcemert

Before we speak to specific issues,CFA wishes to address itself to a broad
principle which must be a recurring theme of any discussion of credit and finan-
cial institutions issues--the need for vigorous enforcement. Consumers have all
too often experlenced the frustration of having devoted their energies to the
passage of strong consumer legislation only to have the law sit on the back
burner of some agency and become the victim of lax or non-existent enforcement.

Examples are legion but I would like to focus on one of particular annoyance
to CFA. An early end ardent supporter of the Equel Credit Opportunity Act, we
have been dismayed at the lackluster enforcement of that law by the Federal
Reserve Board. Recoénizing that the Federal Reserve Board has énforcement juris-
diction over only some 1000 banks, the commitment they give to enforcement is
minimally needed as o critical symbol of their ﬁerception of how important the

law is.

.y
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The track record of the Federal Reserve Boarti on enforeing the Equal Credit’
Jpportunity Ach 48 deplorable. Tn July we deégc¢ribed our experiencd to the
Sendate Banking Committee. ILast April the Federsl Reservé Board conducted an
opert hearing on how to hest implement the Equal Credit Opportunity Act. We
took that opportunity to scrutinize the manner in vhich they had enforced the
original Bqual Credit Opportunity Aet, Unsurprisingly, they had done 1ittle.
Imagine that six mcnphs afber the Bqual Cre@it Opportunity Act regulations had
become .final, the Federal Resérve Board had not yet revised its bank examiners
manval to reflect the new law and regulations. Attendsnce at regional seminars
‘on ‘the law had not been compulsory for bank exeminerg. No special training or
checklists had been prepared aven though the Federal Rederve Poard acknovledged
that bank exsminers have traditionslly been trained and sénsitized to maintaining
the soundness of banks and do not have the background or aﬁrong interest in en-
forcing consumer protection lawa.

We questioned then and we question now why there is not a minimum number
of classroom hours required of bank exeminers on the consumer protectiox? iaws
they mast esnforce snd why they sre not tested. Why are thers no systematic
spotchecks of those elaminations? Why hasn't the Federal Reserve Board established
s specific cuk-off period to prohibit a bank examiner ﬁom examining the pame bank
so often as te create an obvious conflict of interests?

8ix months after the regulations had been finalized the Federal Reserve
Board hed nob evenv esbeblished an Office of Compliance and were vegue about the
background and consumer orientation of those staffers in charge of enforcement.

Six months sfter the regulstiona had been finalized the absence of any com~
pleints or suspected violations had not triggered any concern st the Federal
Reserve Board that; enforcement mighi': have somehow gone awrir. Even <the procedure
to be used in enforcement had not been i‘onmlute.d. Tt appeared that heavy re-
liance would be placed on gentle persuasion of violators end thabt there would be

great resistance to cease and desist orders, eta.
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Any hope that the Federal Reserve Board would improve their commitment to

.

enforcement was dashed when we reviewed the Federal Reserve Board Annual Report

40 Congress on the Equal Credit Opportunity Act for the Yesr 1976 dated February

1, 1977,

We hope that you share our dismey at the shallowness of that report.

Note the absence of any récord of how many complaints the Federal Res"érve Board
recelved, what the status of those complair{te has been, and what enforcement pro-
cedm:és (1f any) were utilized.

They also describe in vegue fashion that "ecme" Reserve banks experimented
wiﬁ:h conducting separate consumer examinations. How many is "some", how was that
experimental exsmination structured end how ﬁo they now evaluate the effectiveness
of such separate examinations? '

Note also that a task force has been established to "consider" issues which
should have been implemerited long ago, e.g. updating the examiners manuals, de-
veloping an exominer's chécklist for use in examinations, developing a uniform
campliance report, and developing proper sampling techniques and methods for
correcting violations discovered.

Lack of vigorous enforcement intensifies already deep public cynieism about
government regulation and makes a mockery of the Congressional and consumer efforts
vwhich resulted in the passage of such laws,

CFA recommends that the oversight function be condicted with close serutiny
and that the financial reguletory agencies not be allowed to waffle on enforce-
ment of coxgtmer credit legislation. The type of generalized Anmual Report sub-
mitted by the Federal Reserve Board should not be tolerated, Gaps in the reports
deaigied to concenl the unresponsiveness of the agencies should not go undetected.
Consumner Complaints ‘ '

CFA tekes this opportunity to commend you , Chairman Annunzio and your staff
for the excellent Staff Report "Do Financed Regulatory Agencles Listen to Corjsumersa?"
dated September 1976, Its contents are similtaneously enlightening and :
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dlscouraging, ‘

- We would like, however, to expand on the general rewmmendations it containg

on poges 2 and 3. ’t
L. The complaint handling mechanism withiﬁ each agency Bhould be structured
at a sufficiently high level within that agency so as to have some impact,
If the office ié buried deep in the bureancratic substrueture or -f indeed
asgsigniment to that office is internally vie;red 88 a demotion, the office
will be 1ittle more than a paper shiffler.
2, Each agency should institutionalize some mechanism for agsuring that
its complaint hendling process deals not only with compilaints against
regulated parties but glse with cumplaints against the very agency itself,
There sheuld, further be & mechanism for insuring that the results of both
categories of camplaints are channeled into the poligy-meking procedures
of the ngency. Sheer mumbers of complaints arve not an accurste barometer
of a violation, so the sbsence of lérge mubérs of compleints should not
be a justirication for inaction. On the other hand large numbers of com-
plaints should be considered as potentially the c¢atalyst for policy gha.nges.
3. There should be assurences that agencies have adequate staffs for com-
pliance and that reliance is made on persons who by education a.nd/or axpers \\_/fﬁ
ience have a demonstrated commitment to consiumer protection laws rather than
relying on those predominently oriented toward bank soundness,
4, We urge this Subcomitige to take a leadership role in cooperating with
the Government Operations Committee to secure a legislative madification of
the Freedom of Information fct. It is important that finsncial regalatory
agencies not be allowed to vely on the FGA exénptlon which protects the re-
sults of bank examinations from disclogure. Logically it is only information
which relates to bank soundness which ghould be protected and not informatien
vhich reveels violation of consumer protection laws. = A sensible supplement

to congumer complaints is the disclosure of such {nformation so thet more

2
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”
congumers wlll krow when they have something to complain ebout.

Ag ‘o specific legialnﬁ\}e Jasues we wish to highlight the following:.

ﬁﬁt‘iox{al bcnaumer dooperative Bank

We will vigorously fight for the National Consumer, Cooperative Bank >b111.

This legislation will help consumers by promoting an im;gbrhnnt alternative type

of" economic activity in the United States. The creation of the Cooperative

Bank is critical to the viability of consumer cooperatives which hu.ve" ‘ao well

gerved consumers. . Corisumer cooperatives can plan an important role in providing
‘ lower ivrieea, conswner control of ma.rketing‘ methods and inereased competition

in various merkets today. The high degz‘fee of suocess of the Ferm Credit System,
s Ai‘ter which the Cooperative Bank is modelled, demonstrates the feasibility of and
po!;ential benefits which can be delivered by the Cooperative Bank.

Debt Collection Pradticea

CFA commends you, Chairman Anminzio, for the active and effective leadership
you exercised in securing House passage of Debt cgllection Practices legislation,
We shared your frustration when the Senate failed to teke up the issue but pledge
our organization's efforts to ensure that the leginlation is passed in both Houser
during the 95tk Congress.

Fair Credit Réporting Act Amendments

We atrongly support passage of leglsluation to amend the Fair Credit Reporting

Act along the lines of the bill considered by the Senate Banking Committee in 1976.

We toke this opportunity to put opponents (including the insurence indnstry) on

notice that CFA will assufe o major role in esteblishing a strong coalition to

support the measure, -
As we indicated in our remarks to the Senate;

\though CFA does not have a consumer complaint bandling mechanism, we

1ceive numerous letters and tolephone calls on a wide range of consumer issues.
wng the most frequently heard compleints are those involving credit reports.
my consumers are intensely frustrated when they become aware that detailed

% often incomplete or out-dated jinfornation has been compiled by investiga-
Ve reporting companies without the consumer's authorvization. Intensifying

at frustration is the fact that the consumers do not even have the right to
wiew a written copy of that oredit report in 8 leisurely fashion within the
dvacy of their homes,
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‘One example moy be particularly.grephic. ILast Spfing a man called our offices to

geek advice on the dilemma which then faced him. The processing of his applicabion
for & mortgage was being delasyed beceause a credit report indicated that some six
months before he wes delinquent on the payment of & hill for expenses incurred at
a major retailer., The credit reporting company acknowledged to me by phone that
their correspondence from the retailer indicated that the account had not only been
brought current but also that the gentleman was two months ¢head in his peyments.
They claimed they 'haven't the time'! to update their official records and were not
even willing to communicate their current information by phone to the morsgage
lender., Because of the press of time, the consumer's mortgage application was in
Jeopardy because he could not efford to walt for the long-overdue papervork update.

The consumer advantages of the legislation include the fact that it:

+
.

L, Insures thet investigative reports will not be prepared unlesa the
consuner has authorized it in writing afier having bYeen informed
of the nature, methods and scope of that investigation;

2, Will require consumer reporting &gencies to adopt reasonable '
procedures to mspure the relevancy, completeéness, and accurasy of
the information collected;

Entitlas the consumer £ a pérsonal inspection of his or her file
and to a ¢opy of any item of information in the file;

3

L, Assurea consumers thet they will learn the facts, identity of the
agency and of hig or her right to learn the contents of & credit
© report when adverse information on that report has rdésulted in
adverse action being taken on the credit application; .

wn
.

Prohibits the ude of coded forms which effectively eliminate the
opportunity of & consumer to read a credit report intelligently,
and even more importantly to detect erronecus information;

6. Provides that before medical information im collected; the consumer
must be told of, and must speeilically authorize 1i4s collection end
dissemination to third parties; including any third party consumer

revarting agencies;

T. Specifies that willful violations will result in & minimal punitiw
damages Tine of $1,000; end

8. Establishes that if information 15 reéinvestigated and not deleted,

and then proved false, negligence will be presumed,

»

In terms of state law we hope that the Congress will make 1t absolutely clear
by the legislation's languege and the legislative hilstory to the FIC that a
state law will be considered incongistent not if it is different from the
Federal law but if it does not meet or exceed the Federal law«
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Financial Institutions Reform

~ - CFA will once again push for legislation which provides comprehensive reform

of the nation's financisl institutions. The legislation minimally must: (L)

Expa.nd the competitive powers of thrift institutions; (2) Assure a greater availabile
:ﬂ:y of funding for housing, particularly low and moderate income housing; (3)
Provide a full voluntary central banking facility for credit unions and a broadening
of thelr criterin for membership, primarily to benefit low-income conMera 5 ()
Reorganize agencies that psgulate financinl.institutions und separate the monetary
policy functior from the régulatory function of the Federal Reserve Board; (5)
Provide for an annual GAQ audit of the Federal Reserve; (6) Expand the membership

of the Federal Reserve to include public members; (7) Include requirements for
Tmth-‘in-Se.vings information for consumers.

Truth In Lending/ﬁolder In Due Course/Variuble Rete Mortgages

In terms of potential legislation that CFA will oppose, two issues ere par-
ticularly important:
1. A major legislative revidion of Truth In lLending (T-I-L)

gu 88 to essentially require only minimal disclosure or to undercut atrong sanctions
for serious violations T-I-L will be vigorously opposed by CFA, There seems to be
a growingly popular fad which knocke the T-I-L law as being elitist beceuse it is
claimed that essentislly Cancasion males utilize its information, Allegations are.th
it is not achleving its intended effect, and traditional arguments that it costs far
too much in proportion to its benefits. CFA is taking s close look at such studies
and hopes to have a comprehensive analysis ready by spring. - To date, studies

’ asserfing such coficlusions have 1little credibility because they assume that a vigor-
ous competitive market exists, they give lip service at best to the need for
increased consumer éducation, their gampling plans are ﬂta.bist;ical_ly inadequate

B.nd/or they attribute little if gny importance to the edventage of T-I-L infor-

B
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mation which allows consumer groups to compile, analyze and compare T-I-I information

-in & handbook and make it available et g hominal cost to individual consumers who

tight qtherwise not utdlize T-I-L t6 its full sdvantage.

We continue to urge that the Federal Resexve Board to amend Regulation 7 to
require the disclosure of not oniy the fact of a dealer or seller kickback when
it exists but also the disclosure of the M of that kickback both ‘in terms of .
percen‘kagg and dollar amount, specifying whebhapffb is part of the finance charge
or the ‘furthase price. The Board's amendmer;t ;gmld further require the separate

itemization ‘of the amount of desler participation.

" 1. Confusion

8imply nobifying that a dealer "may' get a kickbuck is senseless and
inefficient.‘ It leads to time-consuming questions which frustrate all parties
involved in {:h\j transaction and is at odds with the spirit and substance of the
Truth-In-ﬁénding‘ Act, The vogueness permitted by, this proposed amendment is
totally inconsistent with the intent of the law to promote openness and a
clear understanding of the terms of the transaction by méans of disclosure,

The "may" approach is little more thz‘m a hint at disclosure and is actually a
meaningless teaéer. '
2, Decegt:%.on .

The very friclusion \\)1‘ an undisclosed dealer kickback in the finance charge
or mrchaae price is mt\:ently deceptive, Consumers are thus led to assume
thet the entire price paid is for either the product itself or for the extension
of credit, With the growixig prohibvition against kickbacks (e.g. in the real
estate settlement procedures’ clinical laboratory kickbacks, medicaid-medicare
kickbacks, etc.) the FRB should mininslly be moving in the direction of disclopure “

which enhances consumer awarenéss of this practice. . . “
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3. Eaforcement

) It cannot be overemphasized that consumer protection legislation is neaxrly
worthlega if it id not enforced. Adequate information is indispensible for
enforcement; Comprehensive didclosure requirements are needed to help state
and federal cxaminers evalunte compliance or non-complionce with the law.

b e

b, Psychologiedl Deterrent

An, even more dirgct adventage of the diseclosure requ:lreméﬁt woﬁld be its
effect ns & psycholog.ica.l deterrent to the il;xposition of excessive lickback
charges. The mere fact that the amount of such charges is exposed will inevitably
ddscourage the use of unreasonsbly high kickbacks because dealers and, creditors
will be herd-pressed to defend such a practice.

5. The Cost of Disclosure will not be excessive

It i not surprising that dealers agree that disclosure requirements are
costly. That is their traditional battle-cry for every regilation. However,
as gensitive 8s we are to the need for minimizing ;ost is the contention that the
itemization of dealer participation imposes an undue burden on the denler '
defies common senase. The information we are suggesting be dmclc;aed is
Information which is already known and recorded by deslers in connection with
their agreement with the creditor. Consumers are asking for no additional cal-
culations, but simply the printing of one more line of pertinent information
already available to the dealer in the financial disclosure statement. The
"burdea" imposed by this requirement is no-where near as great as the obvious
benefit it would bestow on the consumer, through enhancement of ‘his ability to
do comparative shopping and thvough the advantage of a more cabpeﬂtzive maxrket-
DPlece condivion which would flow from the availability of more information and

comparative shopping made possible by increesed consumer awareness,
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6. Gompetition
It im spparent that the resl reanon for ﬁn&untry objection to the dimclosure

18 the fear that the added awareness brought about by such disclosures will

strip them of the protection they now enjoy ageinst vigorous compebition and

the resulting lower prices disclosure would bring.

CFA-will also oppose any potential legilslntion aimed at revoking or under-
cutting the FIC trade regulation abolishing the dogtrine of holder-in-due course.

Early allegations that the rule would restrict crédit or drive up its coste are not

'Bupported by the evidence.

Finally, CFA will continue its efforts to oppose any 1eg:|:alnhisru or agency
efforts to authorize Variable Rage Mortgages along the lines proposed in years
past. This issue seems to rear its head on an almoat anrual basis and in the event
thet it is resurrected at the national level we will once again abttack the VRM
becanse:

1. it shifts the risk from the lender to the borrower

2, 3% can be used to discriminate ageinst women, the elderly and racisl

minorities who traditionally do not have the upward economic mobility to
prove to loan officers that they can not only meet surrent monthly
paynments but also future increases

3. bthere are preferable methods for dealing with the cyelical boom and bust

patterns which plague the thrift institutior and in turn, the housing market,

B
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POLICY RESOLUTIONS
1976

CONSUMER FEDERATION OF AMERICA
1012 14th STREETNW.
WASHINGTOND.C. 20005
TELEPHONE: (202)737-3732
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POLICY RESOLUTIONS

ConsumerFederation of America
odoptedjonuary 24,1976

We e g vrowdbd  compley and highly tedmolugical
wiiety Buth varpurate sand government decsonmak iy affects
e henlth satety and connomic wéllbeing Yot most of us gge
far rem e trom thine whe shape aet roles i the marketplice
and too often we nre temmie from thewe whi shiape pablie
patics 0w impersead that boch corparations aad: goverament
be matle mare respondible o Lansumer teeds,

Whery the marketplice vanbe kepy compinive and where
compention muy providethe hest praducty and jervices, the
marketplace should e allowed 1o functivn Where  the
marketplace 1% oot competitive or. Wil Bt protect consumes

L7 bealth, sateny and ecenomie wellberng, government must dw so.

© 7 tn 1962 Presdent Juhn B Keanedy spoke ol four basic

T Gumumer rghn Thesewere the Tighd rbe informed, the right

11 safety, the right ta choose and the raght 10 be heard  Today
thege st be a new set of cunwmer nghts, Consumers fhave
the Fight I 2 government that o competent, that s respothive;
that hay entegrity. that deals Tairly wath is Otizens Consunes
Base anight 0 4 goverament bt wild stimulste corplrste ‘
accotintatuliny and macketplace compettion Cotvumers haye
a right to o eiwermment thad wll progect i from corporste
atuse s RN .

Conswer FederationPnt Afnerte)s pohicy resolutions. gre dor®

action plan for scuning theye comuger rights . |
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AGENCY FOR CONSUMERPROTECTION

The creatfon of en Independent Agency for Consumer
Prolection (ACP)Is CEA's number-one pelotity, The ACE must
be capable of rep i elore gov
ugenties and the courts, The ACP must have the full powers of
a party to the p ding Including tnvestigatlon, ful) powers of
discovery, subpoena power and power fo intervene in formal
and Informal proccedings. The ACP must have full access to
juticlal review nnd maxi indeperidence from the

i branch,
ANTITRUST

Antleampetitive actions which constitute antltrust vielations

cost consitmers billlons of dollars

3, We support Jegislatlon  that would require glant
corporations to give the Antitrust Diyislon of the Justice
Department and Federal Trade Commission 60 days notlee of
any significent merger or acquisition, and would ‘delay the
effcctiveness of the merger or acqulsiilon if the Government
filed asy antitrust actlon pending a court determination of its
legality.on the merlts,

4. We support legislation that slgnificantly Increases the
present $100/duy fine for violating Federal Trade Commisston
special drders or subpoenas,

5, We yupport legislation that allows the Antlteust Division
of the Justlce Department to Issuc elvil investigative demands to
individualy as wel! as compuanles, to lisue them in advancs of a
meeger ang to nvestigate antitrust violatlony throligh the
toking of depositlons and wrltten Interrogatorles,

6. We support Jegislation that sut lally i the
funding authorization for federal antitrust activitles and

f yato goln access to dscuments for actual or

Tafiat]

significantly to high rates’ of i

Inefficiency, underutiization of economies and productlve
capacity, a reduction in exporfs, and adversely affect the
bilance of paynients, Furthermore, they blunt the effectiveness
of monetary and fiscal policies. Immediate measures must be
taken to-equip federal and state governments, publle Interest
groups, and indiylduals, with sufficlent and

violptions of -the antltrust laws, Including such
discavery from' third parties.
7. Despite & recent Supreme Court deelslon Himiting. the
extent to whichiparties are exempt from the antltrust laws, bie
Tatl mtdleal latlons, And other professtona)
groups continue to cngage in priceflxing or  other
1A petitive  actions, Legislation  should be enacted

expanded legal rights to enforce strong antiteust laws,
FEDERAL ACTION
N studies have d
to ndequately protect consumers,
1, Many federal agency actions have significant adverse
fmpacts on the extént of competition in the Amerlcan economy.
We urge ennctment of legislation that would:
{u} require al) federa) departments and agencles to publish
in the Federal Register a “competitive impact state.
ment"” with respect fo all proposals for legislati

{ the failure of regulation

repealing existing' or clalmed to exist immunlties from the
antitrust laws enjiyed by private patties neling pursvant to
state-conferred posyer,

8, Consumers ate paylng exorbltant: prices for energy
products due to the Jack of competition in this Industry,
Congress should restore. competition. by enacting legislation
which eliml veetienl and hord: | jntegeatien for the
major oll companles and climinates the control of dominant ol
companics. over aliernative. eénergy sources such as solar,

{b) require ngencles to welgh the petitive effects of
proposed action agatnst the agency's statutory mandates
and overall publie Interest of other action, Anticompetic
tlve action should be aflowed only:

(1) as Is specifically authorlzed by statute

(i) as s y to plish the
tives of the regulatory statutes

(ii1) as it has demonstrable benefits clearly outweighing
anticompetitive costs

{iv) ns It comprises the least antlcomgetitive. alternative
that Is efflcncious

(c) require a hearliig on such proposed action on request of
1he Attorney General or the Federal Trade Commission,

(d3sllow Judlelal review of an agency's fallure to comply
with the bIl's requirenients, and

(e} require perlodic review of the state of competition in the
ecol;omy generally and fn regulated industries in par
tiealar,

2, There is substantial evidence: that in varlous industries
oligopolistie concentrations of market power result In
ineffeetive price and quality competition, Ineteased concentra-

141
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g I, fuson, tidal and wind powes. Additionally,
legistation should be enacted which reduces vertleal Iintegeation
I the investor owned segmient of the eléctric utility industey,
Such integration aggravates problems of market power and
unduly complicates regulation by federal and stale agencies.

9, The antitrust exemptions contalned In the followlng
statuteés should be repealed or modified: The McCarrans
Ferguson Act (i } & the Webb-P Act
{exporting companies)

10: Section 2 of the Sherman Act should be amended ta dea!
specifically with the problem of oligopoly as well as )
power,

11, The ¥ tty from i laws ferred  upon
farmers by the Capper-Volstead Act was intended and should
be limited to.those dctivities which do not violate antitrust laws,
We belicve. the Congress should re-examine, In the light of
today's and 'S ies and marketing mechan
the adequacy of the Capper-Volstead Act to protect and

gulate agricultural macketi peratives and {o determine
what changes, if any, may be required to achleve the bosle
objectives of falr prices of food and fibre to consumers, and a
fair return to farmers and ranchers for their capltal, labor and

tion of market power ih the hands of a relatively small
percentage of industry Is contrary to the public interest,
Accordlngly, consumers ate nohlonger well smr:d by the
jidiclall anized principle that p lon o h
power i nind of lisclf is not sufficient reason to diminish it. We
support the Industrinl Reorganization Act which would outlaw
monopoly or oligopoly power and establish an Industrial
Reorganization Committee nnd Court to restructure companies

12, Legislatl horlzing agri I marketing orders
and keting. ag! should: be revlewed by Congress,
teylsed to assure an effective consunier role In decision-making
anid to assure that these orders are administered so as to avold
antl-competitive and other adyerse effects upon consumers,

13, One of thé forces which should be at work In the economy
to keep consumer prices down is hard barghlning by materlal

having such powers except In very limited cl Such
restructuring would (1) be subjéct to the approval of the Court,
“{2) seeur aver 4. reasonable period of time and (3) involve
pany partici in the d of the plan.
We urge that the leglslation be amended so as to include all
stages of the food Industry ns tavget areas for restructuring or
fissol where poly ot aligopoly power Is found to exlst
unless: such actlon would result in n Joss of substantial
economics,

PI , distributors and reiallers to acquire
materials, products and services at the lowest possible prices,
Such competition is either discouraged or actually made iliegal
by the Robinson-Patmian Act, which requires: that in masy

Ttuati or whal must offer: raaterials,
foods or services toall consumers at the same price, regatdless
of the ability of the customer otlierwise to-bargain for a lowes
price. This law, cnacted in the great Depression in the belief
that it would prevent chain retalters from taking market shares

3
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away from small businesses
economle condltions, irevents the cost efficlensles which would
resitlt from the ptocess of hard: batgalning and has not
prevénted the deeliie of small fetallers. There i§ dlso
substantial evidence that the Robinson-Paiman Act’s uniform
ptice requirements facltitate overt price-Axing or tacit parallel
Frlelng between compéting sellers, Consumers pay the tosts of
nefflclency, pricesfixing and purallel pricing,

We urge Congress to hold hearings to defermine whether
tere Is sound basls to repeal or appropriate modification of the
RobinsonPatman Act 50 that business fiems ate not prevented
from realizing the greatest possible tost eificlencles through
hard batgaining with: thelr suppliers in ondee to obtain the
lowest possible prices,

14, Legistation should be cnacted which makes 1t easler to
apply the antiteust laws to forelgn cotporations dolng businéss
In the United States.

15, Leglstation should be énncted which permits the eourls to
1se specinl mnsters and ecopomie and vthet experts to asslst In
handling mujor antlirust cdses.

STATE AND LOCAL

16. Price.fixing consplracies and other anfitrust violations
Increase the price of biread, milk, gasoline and numerous other
consumer ltems. Exlsting remcdles sich as consumer class
actions are Insufficiént beeause the eourts huve Inslited on
sirlet and exp notlee req ty and have & ded
thit the amount of each individual’s damages be proven in
courts, A glys we urge t of legistation which
would allow state government to site antilrust violators ¢
behalf of all ¢ltizens (parchs patridc) The right for publié
actions should b preserved for some violatlon without allowing
for double recovery, The majority of states.do not hive the
ctonomic capacity or cxpert staff to prosccuté aniitrust

ol herefore such Jegistation should assure siate
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We suppert. application. of aseartaiiment of commiinity
needs to public brondéasting statlons, We ulso
support fult application of all equal employment oppertunity
laws and regulatlons to federal grants for public broadeasting,
whether made direaily 1o siations of Indirectly through the
Corporation for. Public Braadeasti

We believe that public television statlons serving a singl
market ared should not broad identical prog! Ing
simultancously.

Nominations to the board of directors of the Corporation for
Public Hrondeasting should be based on theé condidate's
d d interest In addressing thi futl v of public
needs thraugh public broadeastlng, .

2, CABLE TELEVISION, CATV must not. be allowed {o
develop. primarily as an extenslon of the existing commetcinl
system of brondeasting but rafier must present o truly
alternative and uniquo system,

We favora | palicy of expanding broadband servlees
to all tommunitles—utban, subutbin ond. rusal—and all
sectlons of any commtinity regardless of incorie level, Where
necessary to achleve service for low-Income users, direct subsidy
programs should be developed.

We urge development of experlmental publle progranis of
loans/loan guatantees to munieipal, private and coaperative
CATV systems fo insure wide and early avallability of broads
band services, and to stimulate competition between CATV
programming and over-the-nle broadeasting, Publicly alded
systems should be eledrly subject to a regulated fate of return
on Investment, @ principle that we bellove Is.graerally appro-
priate for mature CATV systems. In il caséy. 2 sercentage of
the profits should go back into the cable systehs <o Improve its
capability o deliver morg services to more people within: the
Tommunity. .
The pcztcnt.lnl of CATY lles n providing a broad spectrum of

attorneys general with 1 flexlbility - Including the

aptlan to hiec yualified private attorneys ta bring such suits on
u contlingency fee basis, such fees to be subjéet to court
approval,

17, The. federal goy t should a threey
p'frogrum 1o help states dmiprove thelr antitrust enforcement
elToris,
PRIVATE ACTION

18, Many corp lead nolo (na contest) to
criminal antiteust charges ty avold litigating (he Issties, and this
depeives private plalntifis of the astistance Jn proving thelr
cases: The Clayton Act should be amended to make thie entry
by a defendant of a plea of nolo ¢contendere In b eriminal
antltrust prosecution primia facle evidencs agalist such
defendant in any action or proceeding brought by any party
agalnst such defendant under the antitrust taws,

PRTA)

COMMUNICATIONS

‘The consumer has the tight to choose from a varlety of high
quality communicatlon services at a teasonable coste The
consumer Is. likewlse dependent upon the medla for accurate
and fale peporting and’ treatment of the mahy dliverse and
camplex lssues in {oday's saelety,

1, PUBLIC BROADCASTING, A strong, vlable public
broadeasting system 13 ial to serve the cultural,
cducational arid laformatlonal needs of all Amerieans, This
cannot be achieved without respeet by both the exéeutive and
tegislatlve branchies o t for the tnd of the

publicbropdeasting sys‘?cm.
We believe that public broadeasting r'm}s‘t pm_v\de‘n fully

Infor and soclal services to serve the dlverse. needs,
including education, of the itles served.

Private nofisprafit, cooperative, logal and minorlly group
ownerships of CATV systems are to be encouraged, Munieipal
ownrship likewlse should be considered seriously in terms of
fts profitability to the comnunity.

Al operator-owned prigination facilitics should be avallable
to lessees, ay well as to the operators, on équal and hon.
discriminatosy terms: Thie operators should have no control
over lessees” programs. Uitimately, owaers should be divorced
fron all prog; ing origl of the prog should
be clearly identified to the viewer.

Wealso support the principle o \led expansian of any
cable &5 “h means of 1 ing entértni prog
avallability and diveesification,

Production facitities should be provided free by the dwaer flor
pérsons. using the public dccess chansels, These Tachitles
should be avallable to citizens on o first-come, flrst-sérved, fione
discriminatory basis; In addition to the required one chasinel
for ediieation, one channel for publie nccess and one channel
for government use, citlzens councils should seek 1o devalop
plans for use of Hed “origination® o 1ts) and allocas
tlon of additional channels to serve other communlty needs.
One such need s to convey corisumer Information,

Wi oppose any dilution.of the public’s access services from
thos¢ embodled in the 1972 Federal Communication
Commission Cable Rutes, and appose the Federal Communie
cation  Cortmisslon’s roliback of the 1977 deadline for
conmpliance with those Rules.

We belleve all CATV systems must have interconnection
capahllity,

White CATV systems ate presently requicéd to Install two.
way capability for future expansion, we urge that this vapability
be developad In a atatnee o as not to exploit: consumers
taly but rather to mect their inforniational and social.

compétitive alternate service to i and
that it must seek ouf diverse audiencey from all segmenty of the

nccd‘ﬁ: ElT::c(lvc safeguards against invaslon of privacy must be

population, In this regard, the Statlon Progeam Coop
needs to glve attention to- audiences with specal program
needs-~¢.g., racial and ethile minotities, wonen, youth nud
the eldetly,

2, PUBLIC PARTICIPATION IN FEDERAL COMMUNI.
CATIONS COMMISSION PROCEEDINGS. We support the
peiticlple that all adminlsteat] les should take apgrese




stve steps to educate the public about and inyolve theém in theic
proceedings, As the fiest agency in which direct consurmer
standing was recognized as critical to its findings (in 1966) the
Féderal Communlcations Commission should take the leader-
ship in this area, In fact, however, it has lagged behind other
agencics such as the Fedetal Trade Commlssion and the Infer-
state. Cominierce Comimission, )

We support curfent proposals that the Federal C

basls for specific program proposals made in license renewal -

applicatlons, CFA opposes the Federal Communications
Commission’s plan to case ascertainment fequirements for all
broadénsters and to exempt entirely stalionis. in markets with
populations of less than 10,000,

6. RADIO & TV STATION — CITIZEN AGREEMENTS,
We believe that agreements between cliizen groups and

tions Commission take an active role in making the public
aware of - | di involving it policy
issucs  that affect them directly as consumers of tele-
vision and radio programming- and advertising, and
provide for - their participation. The Federal ‘Commun.
fcations Commission should, as a fiest step, Institute a
consumers’ Information and assistance office, This office
shoitld - provide” comprehensive, regular information abiout
pending rulemakings, and assist consumers with lnquirirs
about how to participate in them. It should arrange for
meetings held in Washington and. in_varlous regions of the
country between the Federal Communications Commision
and the public, and otherwise facilitate public participation at
all Jevels of Federal C ications Ci isston decisions
making,

1 . ot

are an essentlal means of iosuring that
broadensters eie résponsive to needs and |

while avolding fitigation that is costly for citizen groups;
brondeasters and taxpayers. We deplore the  Federal
C i ission’s dccision to disallow agree-
deasters: to spedific prog ing

fons

‘mcnts that commit the
and employment practices, :

7. BROADCAST EQUAL EMPLOYMENT OPPORTUN-
ITY, We stronigly believe that all persous should be afforded
equal Gpportunity for employment regardless of race; color,
creed, riational origin or s*x, and stand tnequlvocally opposed
to the -Federal C tions Commission’s proposal to
excuise approximately 79 percent of ali broadcasters from filing
affirmative action plans with license renewal applications, We
belleve that these written records are absolutely necessary in
order for citizen groups and the Federal Communications
Commission to hold broadcasters accountable for their

In: addition, we urge Federal Ct

imt 0 group costs .of preparing
testimony, travel to Washington and other expenses, including
reasonable attorney's fees, and of participation designed to
provide the Federal Communications Commission. with a
complete and adequate record tpon which to. make a valld
public interest finding,

The Cammunications Act of 1934, as amended, should be
further amended to include a provision that parailels the
provislon of the Magnuson-Moss Warranty/Federal Trad¢

. Commlssit.).n Linprovement Act of 1975 which states that

Trcl,

I shall be i for participation exp
incurred by those who would not otherwise be adequately

employment practices and to Insute that they comply with the
tetter of the law, We furthet belieye that all broadcasters should
be required to 1ist annually their employee profile by specific
job title and salary range, and should, with éach- renewal
application, be required to conducta more detailed utilization
analysis, by race and sex, of their owh work force, and set goals
and timetables o achieve parity with the presence of each
gtoup in the local work foree,

8, SECTION 315 OF THE COMMUNICATIONS ACT, We
deplore ‘the Federal ‘Communications Commission’s ‘récent
declsion to. excluds: news ‘conferences. and political ‘debates
between major candidates at all fevels of government below the
idential level from the equal-time provisions of Section 315

3 ted in such p , where such reg s
necessary, and . where they would otherwise be unable to
effectively pasticipate,

4, BROADCAST LICENSE RENEWAL. We oppose any
legislation. amending the Federal Communieatlons Act that
would give preference in Jicense renewal proceedings fo
incumbent holders of ‘broadeast licenses. We further -oppose
legislation that would extend the broadeast license rencwal
period beyond the current three years, that would preciude the
Federal.  Co feati C jssion from blishi

idelines to-evaluate the- ii ! pecformance in the public
interest, or that would fimit the ability of community groups to
participate n the license renewal process,

The Federal Communleations Commission should foster
media ownership diversification, both In. license rencwal
p and in rulemaking, so as to g i
competition and diversity of views. We oppose legislation that
would testrict or prohibit the Federal Communications
Cuommission or Justice Department from breaklng ‘up

‘concentration of control in the mass media,

We support-a Commission policy requiring licensees 1o
ascertain the needs and interests of thelr service.area as a basis
for their p ing to' the ity: Wy oppose any
relaxation of Federal G feations C issl fati
of radia stations Inconsistent with the public Interest; We urge
the-Commisslon to jmpl t its d policy of taking
into consideratlion in determining license renewal the conduct
of licensees rinning commerclals about which sertous questions
hive been ralsed theough format challenge by the Federal
Trade Commission or other regulntory agency.

5. ASCERTAINMENT OF COMMUNITY NEEDS ARD
INTERESTS. We belleve that regular and  thorough
ascertalnment of community needs and interests by all
broadeasters 15 cossential to- the American system of
broadeasting, which is based on the assumption that the
alrwaves belong to the public and that they are primarily a

4 should be the

dium for local scif-exy Ascer

pelieving that this exclision opens the way for use of the
airwaves to serve narrow, partisan interests rather then broad,
public intercsts,

9. FAIRNESS DOCTRINE AND ACCESS TO. THE
BROADCAST MEDIA. We arc unwavering in our support of
the Supreme Court Red Lion decision affirming that the tights
of viewers and listeners ate paramount, It thétefore follows that
for o licensee to operate in the public interest it must devote
ample time to. discussion of controversial issues: to’ afford

 citizens the opportunity to hear all significant viewpoints,:

The public must have access to the brondeast medis to
present counter argurnents when commercial advertising ruises
conitroversial issues such as matters of - cnviconmental
protection or nutritional habits, makes claims based on
sclentific premises currenily subject to debate within the
scientific community, or Is sient on. negative aspects of the
advyertised product or service,

We oppose the recent Federal Communications Commission
decision which excludes product ising from the Fairness
Doctrine and its failuré to develop a position for at least limited
girranteed access fof anvouncements containing editorial
viewpolnts, We oppose proposals to-exclude radio stations. in
large markets from the requirements of the Faleness Doctrine.

10. TELEVISION PRIME TIME ACCESS RULE. We
support the continuation of the prima time access fule and call
on the Federal C feations C {ssi ipulate that
the access period be used primarily for local news and. public
affaies programs, programs. that develop and use local talent
and allow for local self-expression and programs that serve the
needs and interests of minorities, women and children, We
believe that the Federal -Communications Commission has
granted an excessive numbes of waivers to the tule and urges it
ta adopt a ‘morc restrictive waiver policy,

11. DIVERSIVICATION OF PROGRAMMING AND
CONTROL. We support the rulemaking petition of the Office
of Communicatioa of the United Church of Christ secking
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modification of Federat C intions Commisst hitfeat
standards to allow additional VHE teleyision stations in many

23

1 tole it

host selting, € roduct warnings, suerose
an pn:ducts, and cominiercial time, We belicve that the

underserved markets. We support the eoncept thint prefe
bé glven to- public television and-minotity applicants.

12, BROADCAST FORMAT CHANGES, We are distressed
by the recent efforts of some radio broadeasters to change thels
prograny formats without public or Federal Communications

_Commisslon consent eveén when the format change would result
W

of aversthe-cotinter driigs should be prohibitell
during children's viewing times, We further deplore the Federal
“Trade Commission and Feders] Communications. Cominls.
slon's delegation of cesponsibitity for moderating childten's TV
tidvertising to.the Council of Better Business Burcaus/National
Advertising - Division - and - the Natlonal  Assoclation . of
Broadeasters' Code Authority (see Self-Reguintion below);

1nt *he loss of n unlque service in o particnlar (3
believe that all significant community groups have a right to
programming that meets thele nceds and: interests and
3 those broad who' place i d profits
before thelr responsibllitis to the communiiies they seive, .
13, PUBLIC AFFAIRS PROGRAMMING. We support thy
proposal of the National Citizens Committce for Broudeasting
that each television station provide at least one lidur per week
of fegulatly scheduled, prime-time (6 to 11 p.m, EST); locally
originated pubfic-affairs programming; that each of the three
networks provide one hour per week of regulacly sclieduled,
prime-time programming, and that each network affiliate that
dacs not carry the network oﬂ"ering‘ provide a scnor‘\j! hogr.of

We urge the Federal Government to support and encourige
tesearch, unaffillated with Industry, 1o detetmine the effects of
televiston advertising on ¢hildren, We believe that maintalning
the status quo until “definitive research” is gathered is contrary

“to the publie Interest, A declslon to-adopt only cosmetic
changes until reséarch is completed is, in fact, a.deciston nat to
act, Those responsible for advertising directed fo children must
carry the burden of showing that the advertising dues not have
harmful effeéts. ) C

We noté that a farge 1 tage of the childeen's audience Is
preé-literate and not readily suscaptible to advertiserents other
than_those on television, The special place of television In a

prime-time, lotally orlg or

tor's world cannot be disregarded by pblicofficlats or

programming, . . .

4. PUBLIC SERVICE ANNQUNCEMENTS, We ¢all on
broadeastets.to present at least one PSA per hour throughout
the broadeast day and to. provide - facilities and production
assistance {o local public interest organizations that do not
have the resources toproduce thefr awn PSA's,

15, FAMILY VIEWING HOURS. We deplore the television
industry policy mandating “family viewirg hours” because it
was developed by the-industry in discussion with the Federal
Commusications Cowmbssion and Instituted without the
involvement or. consest of the public, We believe that policies
affecting overall progeamming, as distinet frons day fo day
p ing de should not be imp! d without ars
opporfunity for. public comment,

16, CHILDREN'S PROGRAMMING, We - believe the
Commission should. develop rules specifying the amount of
programming that shall be directed to children and the times
that such progr ing shal) be d, und should propose

17, STEREOTYPE IMAGES IN ADVERTISING. In
keeping with its goal of promoting human dignity, we oppose
the niedia’s use of negative and stereotyped images of women
and ethunlc and racial minaritics.

Such portrayals are not only degrading, but enconsage and
reinforce prejudicial attitudes. .

Both sexes and all raclal and ethnle groups should be
portrayed inavariety of toles as informed, loglculandlntc]ligt_:m

the broadeast industry in Its chatge. to operate In the publlc
interests

We urge the Federal Trade Coimmiission to act prompily to
prohibit television advertl of premium offers disected to
children. o

We believe that advertisink directed to children five years of
age or under should be prohibited.

19, OVER-COMMERCIALIZATION QF RADIO AND
TELEVISION: We deplars the repedted Interruptions in
broadeast prog for {als as an leeitant
to-listeners and viewers, The industry’s Radlo and Television
Codes’ (see also séction 20 below) commereial time standards
contribute to this aver inlization, Co ials should

be grouped within the broadcast schedule 5o as to stibst y -
reduce the number 6 interruptions tn the broddeast hour,
. CFA calls on the Federat Comimunicatioris Commissioh to
“develop enforceable standdrds controlling the sound. levels of
broadeast commercials so 95 not to eaceed that of the
sureounding program.

20, SELF REGULATION-ADVERTISING AND BROAD-
CASTING. Establishmext of the National Adyertistng Division
{NAD). of the Council. of Better Business iturenus has not
resilted In a significant impact on the wide array of misléading
and . ‘deceptive advertising, We believe at least three
fitndamental steps must be taken: the Industry needs to consult
consumer gnd public interest groups In appointing public

consumers. Portrayal of eithér sex as y I
with domestic duties, physical appearance or the human
process of aging should be avoided, as should the depiction of
elthet men or Woriet ds séx objects, Capitalizing' on the

T to- the Natlonal Advertlslng Review Boawd
{NARB) thep g of piblic fep totives needs o be at

* least doubled iation and other materials submitted o
the NAD anid. NARB by advertisers in support of advertising

tives must not be treated conlidentially and miust be

wamen's tights moyement, - or_ otherwise downg! its
sectous goals and accomplishiments; should also be avoided,

18. CHILDREN'S ADVERTISING: We abhor the exploita-
tion of chlidren as mercliandising vehleles through the
proliferation of commercial advertising In broadeasting periods
during which child ftate o sut fal part. of the
audience, -

The recen{ Federal Communleations' Commisston Repoct
and Policy Statément, {ssued after aimost t‘ouf years of inquiry

open to public inspection. )

The Radia atd Televiston Codes should be separate from the
{ndustry trade associntion=~the ‘Natlonal Association of
Broadeasters. Code Board . membership should be drawn
¢qually from the private and public seetors, Priorlty shouldibe
given 1o tevising the standards, sanctions and. by-laws of the
Codes to meet public critleisms and needs. As with NAD and
NARB, confidentiafity in Code procecdings should be

and an-upprecedented numbes of public comp .
a regulatory agency cop-out deferential to the industry the
Federal Communications Commission is ‘charged to regulate..
We¢ deplore the Federal Communications Commission's fallure
after all these years to issuc ¢nforceable rules lmitlng the
amount and {requency i
ftx willingness 1o sanction revised industry code time standards

“that treat children's commercials no differently than those

directed to -adults, .
We believe wmure stringent standards are - necessary for
children's television advertising on such matters as premiumy,

fals directed to children, and,

21, INFORMATIONAE ADVERTISING. Persuasion, ra-
ther than objectlve. information, has been: preponderant in
American advertising for many years, This continues. {6 result
i the selection of products by many. ners oA the basls of
seller-created product imagé instead ‘of selicr.created product
quatity and’ cconamy. We ‘belicve that objeetivé prodiiet
information is of intercst to and can be p !
Interesting, attractive commercials without fulfilling the fear of
miany aivertisers.that sudiences will be fosts We challenge the
advertisers of America to develop such commercials and to




empliasize in thelt advertising objective product quality and
economy instead of subjective prodct image,

We strongly tirge the Federal Trade Commission to adopt
fintal trade regul rules requiring the ingful discl
of product and service information where such information is
riecessary to assist consumiers in makjng rational cholees i the
marketplace, Fallite of advertisers to disclose this information
should be held {o constitute failure to reveal material facts,
which Is an unfalr and deceptive practice under section 5 of the
Fedetal Trade C. isslon Act. Recently injtinted rulemaking
such as those concerning nutritlonal: information in food
advertising, foom alr conditioner peiformance; characterdstic
{abeling and funcral services peactices exemplify areas in which
the Federal Trade Commission commendably has Initiated
steps fo agsure that such inforniation will become available,

We support the principles: contained in legistation, as
proposcd by Senators Magnuson and Moss, for product testing
infc 1 ination as n means of achleving the
objectives of affirmative disclosure in advertising,

We heartily commend the Federal Trade. Commission and
the Department of Justice for Instititing legal proceedings to
remove - bacrlers to  price informatlon advertising by
professionial phurmaclsts, We urge these two agencles, as well
as state governments, to take additional steps to assure that
anti-competitive restrictions on the advertising of prices and
other characleristics of goods #nd services provided by
professionals, including opticlans, physiclans and lawyers, be
removed so that consumers can include price as a consldération
when shopping for such goods as services, .

22, RESEARCH ON ‘MARKETING PRACT/+ES, We
endorse the need for research as called for in this sproposed
National Institute of Marketing Science legistation introduced
by Senator Moss, The role of motivational research in the
devclopment of advertising -and tiie potential for this rescarch
fo be used to cteate deceptive advertising appeals needs to be
fully understood and combated. .

23, TRUTH-IN-ADVERTISING, We support: the principle
of requiring .advertiters to make public d fon of

24
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elderly and lnvalld depend on telep service for
communication with the outside world: The telephone industry
cannot be alfowed to cut this link by raising the price of basle
plione service or by imposing measured call Himits that do not
realistically reflect the needs of alt residential users,

We also urge that any directory service charge be imposed on
only- those people who se the information  service
uinecessarily. We do not support any directory service charge
that reduces the use of the service by penalizing éonsumers who
cannot sce the written directories or these who inquire about
numbers not in directorles provided,

We condemn the nationwide efforts by American Teleph
and Telegraph to ralse local pay phone charges, particutarly in
those instances that penalize the poor,

We commiend state and local governments that have
defended ratcpayers' interest in regulatory proceedings, We
favor separation of purchase or rental of terminal equipment
from. providers of Interconnecting facilitics.

We urge Congress to make avallable all necessiry funds for
a Federal Communications Commission probe of the American

fephone and Telegraph Co. te with the scope of
the task and the cnormity of the consimer's interest,

CFA commeiids the Department of Justice for its actlon
seekiiig to require American Telephone-and Telegraph Co, to
divest itself of ownership of Western Electric Co. Common
awnership of communications sérvices and of the manufacturer
of the communications equipment and supplies used to pravide
the services has substaatiafly foreclosed competition in the sale
of such equipment and supplies, The primary effect of ihis lack
of competition is to iricrease costs {and profits) to the company,
for which consumers fust pay higher telephone secvice and
installatlon rates, We belleve that healthy competition in the
sale of icati qut and supplies to "the
telephoric system will reduce or minimlzé increases In the cost
of tefephone services, and nrge the Justice Department to press
his case 1o the speediest possible conclusion;

Nonprofit groups should not be required to pay the business

clalms about product performance, safely and price
<omparisons,

24.-CONSUMER FRAUD. We suppoirt the principles
contained In the Consumer Fraud Act passed in the Senate of
imposing. ¢riminal penaltfes for certaln serlous acts of
consumer fraud. )

25, THE POSTAL SERVICE. Postal rates must not be used
to inhibit the free flow of Information, We are concerned about
the continuing genesal postal rate irieredses that impede the

hly rate for service,” We support legislation
whereby. citizens may prevent theit names and tclephone
numbers from being involved in ial telept
solicitations, .
27. CONSUMER REPORTING AND PROGRAMMING,
We commend the growing wumber of broadeasters and
publishers who have significantly increased consumer réporting
and broadcasting, including porting of the activities
of consumer organizatjons, We call on additional news media
to establish. stronges, more effective consumer programs,

{3

flow of communieation among citizens, citizen
and enterptises of limitsd means, We believe that efforts to
reduce the postal service’s operating deficit must pot be
permitted 16 further reduce the opportunity for citizens and
organizations to communleate by mall

We.oppose any increase In the rates for fewspapers x‘lnd

We support those who have withstood ecanomic intimida-
tion, condemn those who have submitted to it, and strongly
support those responstble journalists who are fighling to
upgeade, fair consumer reporting and programming within
thelr media. We appliud cfforts of a few newspapers fo
d Ine the of chims in local and national

periodicals, ot for bulk malling by B
tions, as such an increase would have a severe cconomic effect
on those publications and mallers and, concommitantly, would
restrict citizens' right to the frec flow of informatlon and to the
freedom of association.

We urge establishment of U.S, Postal Service Procedures
wherely citizens may temove. thelr names from junk malling
lists offering merchandise: or services from profit-making
orgnnlzations as defined by the Postal Seryice. We also

o to avall th lyes of the industry’s
Ditect Mall Advertistng  Association mall remaval form
affecting unwanted mal) sent by its members.

26, TELEPHONE COMPANY REGULATION. The tele.
phione industey, by virtue of its special position as a regulated
industry, hay special responsibilitics to the consumers it serves.
“Telephone service cannot be tegarded as a luxury today,
‘Telephone companies cannot be allowed to set rates without
taking these into iderati ) We urge

* advertising by putting the product clainis to an impartial test

and publishing the results.

28, FREEDOM OF THE PRESS, We vigorously affirm the
Tights of print and broadeast journalists to protect the
confidentlality of thelr sotrces as a keystone of Investigative
teporting.

29. COMMUNICATIONS SATELLITES, Because. com-
ications satellite technology has developed at - public
expense, CFA. believes that, as satellite frequencies are
allocated, the needs and interests of -non-commercial,

public-interest organizotions, and of those potentiat users who
would most benefit by small snd Inexpensive technological

hods, must be p d through legislatlon and regulatory
policies.

We urge the Federal Communicatlons Commisston to
Initiate a full-seale study of the use of satellites to transmit
programs directly to home television sets, Direct satellite-to-
home isston would prog tng diversity

Hlowi to- receive many more channéls than the

that eveey telephone consimer have a basle service p
ilable ata ble chatge. Many particularly

nvcrngculhtce or four now being received, and by fostering the
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development of additiona) networks, Since the technofogieal
capabilily to provide these consumer benefits will exist shortly,
the Federal C ications C should i diately
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We calf attentlon to the professional schoot's ibility to
instill in its students an awareness and reéognition of their
tentele's rights as of services, Each: curriculim

proceed to encourage realization. of such benefits.

CONSUMEREDUCATION

o

should provide for education in the consumer interest in order
that the practice of the profession will enhance instead of erode
the mutual respect that should characterizo the professionat.
client relationship, .

In our technological marketplace, consuimers who were well
educated ‘when they left scheol, evolve all too soon info
necdful of information, cotnsel and skilt tm!nl'ng‘

Not only the welfarc of the family but the very of
a market ccortomy it the United States depend epon the ability
of cotsemers to effectively vote their dollars in theic own best
Interest. Consumer Uliteracy dratns the family budget and the
public treasury. It contributes to inflation, waste and
malfunction in the economy.

‘The difficult and everchanglng skills necessaty to transform
carnings throngh a multiplicity of cholces tnto a fulfilling way
of life cani and must be taught. In our wurbanized, highly
complex ¢conomy, a person who his not been taught ‘these
skills cannot be considered educated,

That we have developed the most productive labor force in

the world is due in large part to our public commitment to basic

knowledge and skill training In our elementary and secondary
schools. We call upon the federal and state governments to
make an equally massive public sducation commitment 1o
developing an. efficient and effcetive consumer foreg in our
cconomy. Wiplng out consiimer illitéracy will requirg a massive
and ined saclal and financial j

THE FEDERAL COMMITMENT

We dpplaud Cangress's recognition of consumer education
nieeds in the Educational Amendments of 1974 (Public Law
9B-380) but In this year of 1976 deglore the limited funding foc
the Office of Consumer Education and the discretionary grant
and: contract: program. This funding is far from adeq| to

Sophisticated and relevant courses must be avall
from the community colleges as well as the four year colleges,

Consumet concerns wiil contintie to chanie, as witaess in the

last few years the greatly di supply and incy cost
of energy for transportation and hosie heating. There Is a5 yet
no delivery system-for informitig consumers and tonsumer
orgariizations about their optiors so that they can make thelr
policy declsions in light of known facts, We call for a ‘federal,
state and county Extension Office whose research and
téchnology- delivered: at the grass roots level would solve the
problems uid guide the decisions of today’s and tomorrow's
urbanized inani ingly compl y

COMMUNITY. EDUCATION ¥ .
Formal education is only the starting .polnt, Consumiers
should ‘have easy access to relevant, complefe information at
the time they need it, Con; p ionals and
alike shotld bie able to obtain. tralning in the many arcas that
ifipact on today's marketplace, ORen this information exists
within. the community itsell, but is. unknown or-unavailable
because.the programs necessary to do the job do not exist or do
not have the necessary fubding,

We call “upon the ‘Office of Education and the siate
departments of puldic | ton to muke this information and

rrehad

: lra'l'ning available1) to consumérs; with speclal emphiasis on

meet the Federal Government's vesponsibitity for consumer
cducution, With sufficient funds and & well defined mission,
the Office of Consumer Education can begin to enable
consumers to recognize and organize -around their common
interest, To starve the newly created cducation office tn a
period of inflation and declining real income is false economy
of the most patent sort, We believe that in order fo carry out its
broad date of bringing d to the public
by funding local and community programs, the Office of
C Education. must intaln high: visibility. and

independence;

HIGHER EDUCATION

Almost totally absent from our higher edueation systeni
today are faculty and researchers brought together to devote
thele professlonal fives to study of the consumer interests
Industry is continually refreshed and refueléd by the infusion of
Masters of Business Adminisiration from our most prestigious
universities, With pending for two-
thirds of the natlon’s gross national product and with our
cconomy reeling perilously between inflation and recesslon, we
should lose no time in committing some of our highet education
resources to the education of i d i
able sind availabl soclal,
probiems In the conswmer’s behalf,

Again, our institutions of “higher education have well
develaped departments of {ndustelal eefations and scheals for
workers where union leaders and technleal staff aré trained and
kept abreast of new. ¢ h. throughout f it
coreers, Higher education available 1o union leaders. hay
contribufed to the responsibility and effect of that
leadership and to' greater harmony in labor managemént
relations, Almost nothing comparable exists for

4 :

and- political

p 2 at the point of need when consumers are
miostly likely to make use of the information, 2) to consumer
professional¢ and co active i ity organfza-
tions, with special emphasis on providing tralning for consiitier
leaders, and J) to the community as a whole through the use of
the mass media, with special emphasis onprecise and timely
bujing information.

We call upon the government to make. tse of existing

pertlse in the to achieve the goals
enumerated above by using the informed:members of
arganizations i educational

m
5, by. funding
b

organizatians to provide Indey programs, g
training of consumer leaders sothat members of consymier
organizations and consumets in general profit thgough having
consumer cxpértige avatloble locally, and by helping
independent or, ions develop and di: their own
information beneficlal to conisumers.

AREAS OF SPECIAL CONCERN

Services provided by federat, state and local governments are
having more and more of an impact on people. We all need to
realize that we are consumers of these services as well as of
services provided by the private sector, Consumers need
adéquate {nformation to wisely evaluate these often ¢ruclal
services provided. by government. We call upor government
and private organizations atike to realizit that consumers need
information fo evaluate government services and to begin to
stress éducation in this arca.

Finally, a much lected is the of
cducation iself. Educavion is vapidiy b g one of the
highiest priced services a corisumer purehiases, We call upon thie
various putblic dnd private organizations enguged in education
to I their ibilities from the viewpoiit of the

group leaders and.their technical staff, 1t should, In addition,
funds should be provided for teacher education in service
training p ite to the p tiori-of
education,

L4 PP

consumiers of the service, We call upon law enforcement agd
consumet agencies to enfotee the rights corsumers have tn the
education industry no less assidiously than they are enforced in
other industries,
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CREDITAND THE FINANCIAL SYSTEM

Constimer Federatlon of Anierica has fought from its
beginning for equitable consumer credit legislation that
establishes consumer rights in all phases of eredit transactions.
Consttmers throughout the country are reexamining existing
state legislation as well as proposals for new statutory schemes
offered in the name of consumer protection. In order to give

1 to and local arganizations; we

26

2, RATES OF CREDIT COST, Interest rates have a direct
impact upon the pocketbook of every consumer In the country,
They are of vital concern ta every purchaser of .a home, &
reftigerator or a car, There nre ho easy: formulas for setting
interest rates or for determining the “true cost™ of using
money, The great diversity of state Interest raie ceilings reflects
the widespread. refusal {o accept uniform- rates. for every
segment of the country as well as the strong desire of state
feglslatures to set rates based on local eredit conditions: ‘The
following general principles are the guidellnes by which to

now sét forth these standards which all legislation, existing or
proposed, federal or state; must meet if equity for the consumer
is to be achieved, Toward .this end, some states have
contributed (nnovative statutes and regulatory mechanisms.
Each state’s contribution must be recogalzed cather than
sacrificed to asbifrary concepts of uniformity.

We set forth the (ollowing standards. to. cstablish our
principles in the major areas of consumer credit netivity, Every
piece of credit legislation must be . tested “against these
consumer standards, Wherever such legislation falls short of
any of these stanidards, It must be rejected. Existing legistation
must be reevaluated agalnst these standards, Where it falls
short It must be reylsed; where it meets or exceeds these
standards it must be presecved.

1, FORMATION OF CONSUMER . CONTRACTS. Every
consumer transactlon: must be based on full disclosure of all
tnformation tal to- the 's d decist
Any promotionat practice that is deceptive or fisleading talnts
the whole transaction, Every consumer shall be entitled {o legat
redress for violation of these principles.

D in t fons shall be intelligible: to
the average consumer, shall be complete before signing by the
consumer, and coples of such documents shall be provided to
the i fiately upon their

(a) False or Misleading Advertistiig. False ot misleading ad-

vertising of any kind, including terms of credit, must be
prohibited, This prohibition includes advertising state-
ments which mislead by omisslon or essential facts, Legis--
lation must require that all eredit advertising disclose af-
firmatively the annual percentage rate applicable; no
other rate shall be advertised, disclosed or used,

{b} Affirmative Disclosures. .Consumers are entitled to af-

firmative disclosure of all essentin) facts of any trans-
action In the linguage utilized I‘:y the merchant or credit

lender fn inducing the This discl must
be made sufficlently In advance of the exccutlon. of the
tr fon to. be ingful to

(e} Deceptive Practices and Misrep
leading statements, oral or written, or practicess of any

False or mis.

all proposals purporting to solve the intérest tate
problem,

(a) Existing maximum rates shall not be increased without
convincing evidence that existing rate ceilings are so Jow
consumers are hot being reasonably served: Whenever
feasible, rate cellings should be lowered to the minimum
Ievel necessary to keep the more éfficlent competitors. in
the market.

{b) Rale cellings, and criterl for determining them, should
not be subject to change without legislative. actlon; there
shall be no automatic escalation of rates; rate ceflings are
dependent upon focal credit conditions and can only be
set by legislative bodles after anilysis of all such
conditions.

(c)All costs of credit ‘including so-called *additional
charges” must be included in “interest” for the purposes
of setting interest rate ceflings.

(d) Multiple (2-step or 3.step) add-on and discount rates
should: be replaced by periodic percentage rate (and
annual p ge rate) equival puted on the ot
standing unpaid balance.

{e) Interest shall not be charged for credit aftér it is repaid or
before it is first used.

() Credit insurance shafl be prohibited unless its terms are
cleatly stated in clear understandable language, Charges
for credit insurance shall be included in the finance

charge and the annual percentage rate unless the lender
can ts hase is ind dent of the grant.
ing of credit.

(g) There shall be no penalties for prepayment.

(h) Purchase of any insutance or producer service of any kind
from the creditor should be . an actual or imiplied

condition of the granting of credit, .

3. PRESERVATION OF CONSUMER DEFENSES, There

is a direct relationship between the quality of consumer goods
nid services or the seller's basic performance of the contract,
and the 's.obligation to pay, If the doces not
receive promised goods or adequate service, then he or she
should not be forced to pay for it. Consumer credit Iegistation
must translate this obvious principle into reality.

Current credit practices frust this basi¢

right. These practices. and devices include the
1

kind, including terms of gredit, mist be prohibited. State-
meals and practices of any kind, including terms of
tredit, which mislead by omission of essential facts, are
simifatly deceptive and must be prohibited,

Wwu tonability, The bifity of every consumer
transaction should be conditioned upon its freedom from
unconsclonability. in its inducement, terms, and per-
formance. Every transaction should, in good conscience,
be just and reasonable,

{¢) Cancellation of C Every door-to-door sales ¢on-
tract shall permit the consumer a rénsonable “*cooling off*
period in which to cance! the contract without fee or pen-
alty, The sefler must notify thie consumer In writing of the
right to cancel without fee or penalty and must provide
the consumer simple and comprehensible forms for the
exercise of this right to canccl,
Inall t tions, the must have an
opiportunity, without fee or penalty, lo return faulty goods
within o period of time sufficient for him ot het to fully in-
spect the goods. The seller must notify the consumer in
welling of this tight fo return faulty goods.

g note and fts lled hold rse notion,
waiver of defenses clauses, and: other three-party transactions
such as the lender credit card, The first two devices. must be

abolished, As to the third, its use must be subject to the basic

principle of preservation of consumer defenscs, Any iastitution
which extends credit to permit the purchase of consumer goods,
includi i banks and

ing those who purct
credit card companies who authorize scllers to accept credit
cards and direct lenders; must be subject to consumer claims
dnd defenges,

4. THE COLLECTION PROCESS, For many years, laws
gaverning default in consumer credit transactions have unfairly
favored creditors’ cights and abandoned consumer rights:
Whatever validity this orlentation may have had in an carlier
cash economy, a. different attitude Is required by the present
economtc climate.

Non-payment uf debt, for example, - frequently
results from legitimate consumer dissatisfaction with the
quality of goods. It may result from legitimate family financlal

+ emergencies. Excessive. consumer débt Is also incurred because

of handising of credit. The credit industry
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ais unfairly relied upon inaccuraie stereotypes of “dead beais"
to justify unceasonable and socially hacinful collection
practices, Consumer cfedit law must now consider not only the
interest of the crediter and of the indiyldual consumer, but also
the faletests of soclety {n. maintaluing the {s\mxly d un
independent;, sclf-supporting stable unit;

A ceedit collection system which recogaizes these pelneiples
must have the following characteristies:

{1} Repossession must be subject to the fellowing minimuin

conditlons:

(2) The must be afforded ble notice
prior to repossession;

(b) Entry into a home is permissible only after a falr Fedr
ing tn which the consumer is provided notice, counsel,
and an opporlunlty to be heard;

(¢} An apprapridté public agency must superyise the qual
ifications and conduct of repossessots;

{d) The debtor must be afforded a. right to c',n: all
defaults, as well as a reasonable vight to redeeny’without
penatty {and this right of redemption should be no less ex-
tensive than provided in Artlele IX of the Uniform Com-
mercial Code)

(2) Creditors “should be tequired to -choose betw: 'n
tepossession and sult on the unpald obligation, Deficlency
judgments should be prohibited.

{3) All consumier propeity, lncludlng income. sha!l be exempt
from seizure prior fo judg t, wage

and all pre-judg attach must be

prohibited,
(4) anes. the home. :md ather gicoperty cssential to the
of the Id shall not be subject to
garnishmient execition oF aiiy other form of judicial process.
(5) The consumer being sued must receive propet service
giving him o her notice of any pending litigation, Suits against
consumers shall. be in the judiclal distriet in which ‘the
consuiner resides,
(6 Fraudulent and abusive .col) £ must be

. effectiyely prohhi(cd ‘There must not bc any telephone or
S

written o the except as
directed. by @ court of ‘competent junsdlction, ‘The.-use of
documents or any other device purposting to'malntdin the color

of law which are not issued or nuthorlzcd by stnlu(c ora court
of ion must be prohibited an

27

population can establish o rebutiablé presumption: of
disceimination.
(e not allow the age of o eredit applivanttobeis and of liself
the bnsis for a credit rcjcctlnn unless # affects the
'¢ lega ty to
0 pcrmlt substantial eccniomic penalties in eredit disérimin-
. ation. cases, =

6. IMPLEMENTA‘HON AND ENFORCEMENT. Accept

able cred g is g withont

means of enf # through both private remedies

and public control of prescribed practices. Under: prevaiting

low we are faced with ereditor-devised remedies in efther the

private of ‘public sphere. Effectivé consumer credit Jegislation
must meet the following criteria:

{a) Consismer ¢lass. actions must be allowed and made
feasible as consumer rémedies against creditors violating
consuiner credit laws, Reasonable. attornieys’ fees and
court costs must be alfowed: to the successful consizmer,

{b) Minimum pcnnlllcs must beé provided for violation of
consumer credit laws tn order to make it worthwhile for
consumers to go to couft, Agaln, the successfut consumer
must be assured. reasonable attorneys’ fees and -court
costs, Punitive damages for wiliful or repetitive daimages

" must also be. provided in both public and private
remedies,

(c) Any supervisory or regulatory body of unit established to
. police consumer credit laws must be Independent, musthe
assured of adequate finanelng, and must be sufficiently
vlsible ta the consumer 56 asnot to be lest in the lower
echelons of state or local burcancracy,

(d) The supervisory body must have powets of continuing
review over those it is to supervise. Thers must be an
annual report to the legislature stating Iy detail the scope
of regulatory actlvities; the fiecd for new legislation, and
the state of consumer credit.

7. We uzge prohibition of the use of the rule of 78 nnd urge
instead use of slmple interest calculations on the prepayment or
acceleration of loans for retall Joai transactions,

8. We urge the extenslon of authoritics of all federal ind
staie financial institution examinets to Include supervision of
and enforcement of stite and federal laws pertainifig: to

Oral and witten threats of legal ncllon thnt (hc credlt cunec(or
cannot legally perform shall be

credit granted by the stperyised Jnstitutions:
9, We tirge passage of legislation that would prohibit direct

(7) Charges and fees related to dcllnquency or default by

borrowers should only be the mintmém ncctsmy 1o m:ovcr the

costy of the ereditor's- actlons.

surcharges on credit card purchases, but would atlow
and éncourage cash discounts. fo cash customers.

10, We recommend the redefinition of FINANCE CHARGE
under Trath:In-| -Lending Act to Include all charges incident to

{8) Borrowers of cotisumers wilt not bv, bnmd feom bringt

any cause of dction available fo them prior to . creditor’s cn(ry

of 2 defautt judgment if such action Is brought within one year
of the entry of such judgment.
(9} Callectars shall not n:mcscnl or imply that they practice

taw.

S. “We urge passage of leglslation t\lﬁ( would prohibit credit
discrimination based on an applicant’s geographical location,
sex; maritak status, tace, color, age, national origin, retiglon-or
receipt of public assistance, The legislation should:

{a) require a mandatory writien statement of reasons for the
denial. of crcdlt in order to 1) “make

Ahe extension of eradit Including, but-not lim((:d to; lnsumnce
premiums,

Il We urge passage uf tegistation that would ' requiré
discl of types of 1 with ‘a-description of the
coverage and cost of tach ! in such i

sold or procuted by the creditor In connectlon with a Joan for
retail transactions,

CREDIT COUNSELING
We endorse use of nonproﬂl constimer eredit counse[lng to
prevent and treat t of whose fi

t of the law possible; 2} serve as a déterrent
agdirst discrimination; 3 place the burden of explaining
o credit rejection on the creditors rather than requicing
consuiers to request the reasons; 4) reduice the difficalty
of proving discrimination in a court of Taw,

(b} be applitable both to personal toans and business joans. s

{c) not allow to be included in polnt scoring systems, the fact
of membarship in nbovc-dn:mbcd Broups as a point to be
considered,

{d) not abandon the judictal “discriminatory sffects” test,
Under this rule, a person who can show a disparity in' the
percentage of a creditar’s loaas to the abave groups of
personis and the percentage of such persons in the local

84-748 0«77~ 3

are difficult buf whose problems can be tesolved
without legal remedics. We utge that:
1.-Counscling ngencles should have a.majority of constmers
on their boards.
2, Counseling services should be provided by sociat agencles,
.. settlement houses, and others :who serve - low-income
fanities.

3, Counselling services should be added by bankeuptey

eferces,

TRUTH-IN-SAVINGS
We endorse TRUTH-IN-SAVINGS legislation which wouldy
1 require fitll disclosure to consumicrs of all typies of savings
contsacts essential terms and conditlons of the contract



prlor to and wheri they open an account, before any
changes are made in the savings. contract; and when
earnings are pald;

2, prohibit the proliferation: of - amblguous words, and
provide for mandatory use of simply defined words
requisite for efficlent communlcation about snvings-

3, establish as a standard for regulations Issued by reg Y
agencies that of ln(clllgiblllty by the average savings
consumer;

4, be included as a central featute for Rnanclal Institutions
reform legislations

5. require that al! financlal Institutions compute interest due
on savirigs accounts on the basis of the average daily
balance in the account from the date of deposit to the date
of withdrawal.

ELECTRONIC FUNDS TRANSFER
Recognizing that EFT systcms hnve thc polcntinl to increase
the éfficiency and while
significantly - teducing cosls. wc nonetheless urge the
prohitition of further expansion of EFT until the following
consumers concerns have hicen resolved:
1. Adeq fe must be

tiallty ol v 1§ oy

deyel for the
f affairs.
Unauthorized use of the detalled cconomic profiles of an
Individual (information made more easily available because of
EFT) should be outiawed, with strict civit pennlﬂcs for
violations, Technological means should be. d
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prcnuthorlnd payment ‘of bllls. docs not jeopardize the
's wage gar

FINANCIAL lNSTlTUTlONS .

We support reform of
financial institutions thmugh a Fimmclal Institutions Act for
the pueposes of improving the cffi cicncy, pricc, qunllty, nnd
falrness of cust services while i gth of
the competitive system, To,accomplish the objcctlvc. we fayor:

1. Removal of restrictions against Savings and Loan

Associations; Mutual Savings Banks, and Credit Unlons to
enable them to provides

(n) Checking type occounts and all savings isstruments
permitted commercidl banks,

{b) NOW dccounts or Interest bearing checking type
accoitnts,

©A wlder range nnd nmnunt of direct corisumer foaxs,

and install lonns, but not at the

cxpcnsv: “of red funds 2.

(d) Interest bcnring accounts for small consumcr savers,
which, If subject to government interest cellings will be
avallable to pay rates equal to those of large depositors for
the seme type of accounts. Regulation Q restricts only
small savers as larger savers have other instruments avail.
dble to. abtaln high refurns on their funds.

() Away-from-home deposits and withdrawals.

() Nationwide mortgage lending at nonusurlous rates' for

1

Proen

minimize “compuler fraud®, and “compitter theft" of the dnlc
stored In a computer sys(cm.

2, Constmers must recelve @ committment that all or an
cquitable proportion of the cost savings which result from EFT
will be passed on to them, slncc (hcy haye paid the cnormcusly
high cost of EFT and t

3. A highly sophistlcntcd EFT dominated soclety in whlch
the use of cashand personal checks has been largely mplnccd

d cost farms and residences.
2 Provision-of a full voluntary central banking facility for

credit unlons, and a broadening of their criteriz for -

mcmhership prlmnnly to benefit low-income consuniets,

3. Reor of fes that regulate. federal financial
Institutions other then those: regulating credit unions. into a
Féderal Financlal Institutions Agency (FFIA) or Federal Bank
Commission with wider access and control by statc umclnls.
non- -financial and general of

by point-of-sal inals could result in diserimi
tion against low-Iicome consumers if high incomes nnd/or
asset levels arerequired to participatein EFTV EFT cannot be
permitted . to restrict the power of Tow.l,
consumers, nor shou!ld any corisumer ever be prcvcn(cd from
using cash or from obtaining wiitten of a
transaction,

4, The system should be developed so that even
with Hittle or no formal cducation can readily use and
understand it, lmplcmcn(ntion of EFT must be accompanicd
by massive

. Anadequate system of ferminal owncrshlp and availability
must be developed so as to assure that EFT does not ddversely
clfect competition among Rnancial institutions and among
retatlers.

6, B laint handling hanisms- are
Inndequate at bcst. consumers must retain Qo the fullcst cx(cnt

king must includé restoration of responsible bank
management practices to prcvent further croslon of public
confidence,

4. Appointment of !
Governors of the Federal Reserve System and to Boards of
Governors of the twelve reglonal banks under authority already
existent. An independent office of the Consumer Counsel
should be established in all Federnl ngencles that regulate
fi ngﬂclal institutions to inform and represent the general
public.

S, The Federal Reserve System should: control the nation’s
money supply and be lender of last resort to banks, It should
not have regulatory powers.

6 Federal Rescrve Board. operations are funded from the
interest on more than $90 bitlion in the U,S. Treasury notes and
bonds it holds, Neither the amount nor the allocation of those
opcmtionnl funds Is sslbjcct to Congressional approval.

posslhle the ability to stop or withhold payment if
or services are unsatisfactory.

7, There must be a sirict procedure of accountability o that
consumers will be assured that any errors that occur in the
system will be promptly resolved,

8. Laws, Including but not Jimited to The Fair Credit Act,
The Uniform Commercial Codc, and the Bank Secrecy Act.
which currently afford rights, d and other }

that an appalling amount of
(hose monlcs is spent on such items as inappropriate

p dues, outrag hlgh moving expenses of its

pl “and hundreds of of dollars. on
entertai and {ona! Atlhoughi the FRB is
smulorily dimctcd to ndmlnlstcr various consumer, anti:
discr y, and & ion laws as they apply to
the { of fi inl institutions under the FRB's

check users must be appropriately modified so as ln
accommodate EFT.

9, Serlous concerns about the Impact of EFT on our nation's
cconomy; monetary policies and the Federal Réserve operations
and monetary policies must be further analysed and resolved,

10: Interstale clectronic: ferminal systems should be banted
until the final report of the EFT Commission has been received
and analyzed,

11, State and federal laws which fnsulate part or all of a
consusner’'s wages from garnishment should be modified where
necessary to assure that- automatie dcposh of wages in the
consumer's account by the consumer's employer, or the

jurlsdiction, there is no. procedure whereby the nature and
extent of that enforcemeént .is examined .by Congress,
Consumers rightfully expect alf goyernment agencies, including
the FRB, to. be held accountable to the public through their
clcctcd rcprcsenmﬁvcs for the agency's expenses and action.
We, urge of legislation that would require
the FRB to submit to an annual General Accounting Office
audit without sacrificing the FRB's independent fiscal
policy-formulating function,
7. Prohibition of further acquisitions cfcxisting non-banking
financiat institutions by  bank holding companies, and
of existing holdi

to the Board of '

L g




8. Increased incentivés for morfgages for moderately priced
houring of ail types.

9, Credit allocation whére it can be shown that credit-market
aberentions  have  seriously affyeted housing - financing
disproportionately to other credit.

10. Allowing commiercial banks to pay Interest on checking
accounts,

11, Incteased antltrust .nctlons against banks and bank
holding companies with excessive niarket power with special
attention fo. Interlocking directorates among financlal
Institutions und between financial and son-financial instite.
tions. In order fo prevent monopolization of banking, as a goal,
we believe thit no bank or bank-holding company - should
control more than 20% of the deposits in a staté or large
metropolitan aren,

12. Increased member control over miitual type §
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P Igation of strict g req
and disclestire statemenits by sellers of gald, gold toins, gold

futures, and refated instraments, in the event public Intérest In.

gold is rekindled in the fufurce.

4, Competitive pricing of security brokerage and commission
fees subject to federal celfing fimits, for small Investors unable
to-negatiate with brokers.

ENERGY AND NATURAL RESOURCES

High prices for fuels and energy are making a heavy Impnet

ofi consumer budgets and potentlal energy shortages threaten -

jobs. Protection of consumers and workers calls fof geeater

attention to conservation, for regulation which preyents

Toval,

prcﬁlcc‘ring.. n'nd T't‘vr ( and

and until member controt 15 achieved, charter changes from
mutial to stock organization forms.

13. Prohibit the institution of vardabfe Interest sate and
varlable term, mortgages, This practice shifts the risk from
fender to borrower, If there are interést rate cellings o savings
to depositors, YRM's ar¢ parficularly oxploltutive, .

14, Voluntaey fedéeal ehacters for mutual savings, banks in
all the states.

15, Mandatoty federal chacters for all Intérstate consuiner
arid sales finance companies; and voluntary federal charters for
intrastate companies.

16. As o means of making it possible for constimers to take-

meaningful steps on" theit own behalf through cooperative
action,. we urge actlon to set up a national consumer
cooperative bunk to serve consumer cooperatives and mutual
endceavols, This system would provide miuch needed, adequate,
sound fi and specialized-technical assl {o ennble
groups of consimers to provide goods, facilities and services,
Financing, counseling, and training would. givé consumers o
teal chince to build their own bitsiness organizations. Such a
bank should be provided starting sced capital by the federal
govérnment with a provision for the co-ops that use the bank to
gradually replace government capital, and would raise. foan
funds by the sale of bonds i the financla) markets in a manser
similat to the highly suecessful: farm credit system.
[« producer food coaperatives shauld qualify for loans
from the bank, where such cooperatlves. are designed to serve
the mutual fnterest ‘of consumets and producers and do nat
qualify for credit from existing coopetative bank

17 Repeal of séction 23 of the Natlonal Bank Act, venue
provislon, so that venue provisions of each state would be
conteolling. This would allow. consimer sults wherever . a
natlonat bank does business. .

18, Cangress should' require Styings ind Loans: and' other
home foan instititions to- pay a faie fate of interest to
purchasers on their hame loan reserve and tax eserow gceounts,

19, New forms of mortgage should be ged,
Low-start or graduated payment mortgages would permit lower
payments In the first few years when borrowing pawer Is lower
for the home buycr.

20. More Innovative municipally owned or state owned
financial institutlons should be ericouraged to finance housing

and. other soctally desirable programs wot fulfilied by the

private banking system,
SECURITIES

We jze the P
between securitics and other Ninanclal transactions by millions
of consumers and: urge:

1. Appol ofa gnized con or public interest
advocate as u member of the Securities and Exchange
Commission. -

2

3 ingly § Tl Aletinetl

N gt

aétion- by agilnst & wide
range of abuses which oceur in-securitles and nenr‘sccnﬁtlc;s

often gold as. i 1o This
would iriclude transactions -in gold and precious metals,
pyramid matketing small bustness franchises, colns

and stamp collections, antiques, among others.

riew gies. Prog fesigned: to.deal with these price
and production problems must:

.¢ Provide equitable f fa ail

» Avold Inflationary and discriminstory rattoning of energy by

price, .

» Ald citlzens In fhelr dual capacity a3 conswmers and
wotkers In phasing in new energy approaches,

« Maintain basie publie policy decislonniaking functions in
the hands of government, not cofporations, i

» Alm at development of alteraate and long tefny answers $o
that present sacrifices do not result In single stiot solutions
which turn out to beé undesicable or infensibles

These speeifics: could: help consumers:

Fuels. Escalating fuel charges have been o major (actor (n

fﬁrcl;:lg up.the cost of tiving: To fight this inflationary trend, we
shoutd: .

o Insiire that consetvatiop of enetgy 15 given the highést
priority, Coigress and the Executive Branch should
develop policics réquiting individual, institutionsl and .
dustrlal restralnt in the use of energy. The Fedéral govern-
ment should develop a program of utilizing: the best prac-
ticable meastires for the conservation of energy in all bulld-
ings financed with Federal funds, Congress nnd the Exect-
tive Branch should initinte programs which would provide
incentives to the private seclor to do likewiss, .

» Consider use of quotas on imports, coupled with a. seeret
bidding system by producers designed to Tostér price com-
petition. among crude oil producers, '

 Step ip federal Investigation of fuel leases held by private

parties without production, and compel leascholders to

bring their product to market.

o Reject deregulation of naturul gas, and extend regulation
of this natural resource to the intrastate market, In: pas-
ticular we support cost-based pricing of natural gas at the
wellhead. . .

» Require olf, gas, and electrle compasies to divest them-
selves of holdings: In- other potentially competing: fuels,
break up the market power of vertically integrated fitms by
requiring of the prod refining, p
tation and marketing functions, and profibit joint ventures
where they. restrict competition,

« Alter tax Taws to eliminate | I

and is. for

.S petrol )t to use their {d look for
olt and gas fn foreign countries cather than concentrate
thelr efforts at home, R :

« Speed g the Federat Trade Commission case agalust eight
major ofl companies charged with monopolizing refining of
crude ol and mainaining a norcompetitive market strucr
tute,

« Moniior the Federal Encrgy Administration's implenientas
tlon of the recently enacted Energy. Policy and Conserva-
ton Act which contiols on pekd ;, with spe:
clal emphasls on anj actions by President Ford to-increase
prices thut have not been justified under the: provisions of
the new statitte that can be rejected by either House of Cone

© gress.

o

i



o Carry out independent government Investigations and. in-
ventorles to determine domestic fuel reserves, Further [n-
vestigations should be undertaken to determine whether
natural gas producers are withholding gas (rom.the macket
to drive up the. price,

Inicrease Ieasing of federal coal lands and the outer contl
nental shelf with proper prolection of the enviconment, Im«
prave minetaf Jeaslng practices designed to insure produce
tion, guard against monopoly and provide fair return fo the
public, A policy of public disclosure of the Information,
data, and analytical materials deating with oil and gas de-
posits on the OCS should precede any decislon to move into
“new frontler arcas”, such as the Atlantic OCS: there
should be no delay in reaching a public decision on whether
to explolt varlous OCS areus, but the public is entitled to
recelve and must have all pertinent information regarding
the estimated reserves, as wetl as the environmental protec-
tlon steps that will be employed,

» Use exlsting government oil resetves and lease royalties “in

* kind" to help build 4 petroleym teserve and ald In macket
price regulation.

» Support legislati g y dind administrative ‘meas
sures which will maximize the use of those alternative
domestic fuel and energy resources we have and can vtilize
now In an eénvifonmentally sound manncr so that we in-
creasc the supply of cnergy and reduce our dependency on
foreign fuels,

# Prevent, large cofporate glunts from

A SR
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in 1 with federal funds, federal
of solar equipped bulldings, direct substdies to assist
in the purchase of solar equipment, and federal grants and
to the t ity and for the

¥

Yoivnl P

I of solar i
Congress should enact legislation requiring that at feast 50
percent of all ERDA grants be made to small bustnesses for
solar h and teation projects. Additlonally, the
lustice Department should. be requited to review all grants
made by ERDA to major energy corporations to assure that
those grants do not restrain trade or violate confliét of interest
taws and regulations. ERDA should cooperate with the federal
power ing ageacles In d ion of {al
solar facilitles. to dchieve the cconomles of Infegrating solar
generating plants with hydroclectric facitities and federal water
ptojects,
Utitities. Inflationary rises in the price of electric powsr
d rigorous regulatory review; Regulatory ies should
steletly enforce requirements for just, . reasonable, and
non-discriminatory rates and compel private power companies
to fulfit] their public utility respansibilities to serve, boih at the
retatl and the wholesale fevel, It is not In the consumer interest
to adopt speculative future iest years, to include all
construction wark In progress in rale bascs, to put proposed
rates in effect prior to reasonable review, to peemit automatlc
pass-throughs that are riot subject to perlodic reviews, or to
pruhlb‘k consuniers from benefitting directly from utility tax

d

L] L
ment of solar; geothermal, wind; tida), fuslon and other
energy soutces by positlve ¢acouragement of smiall busi.
ness, aggressive antitrust activitles, special Incentives for
pubtic and cooperative organizations, and wide dissemi
tlon: of new techriclogy by governmient agencies.

Federal lands owned by the citizens of this couniry account
for approximately 50% of aur rematriing oll and gas, 50% of our
coal and uranium, £80% for our oil shale, and 60% of our
geothermil resources.

Congress should establish a federal energy corporation to
help meet the encrgy needs of the. nation by development of
resotirces owned by the people and held in trust by the
government, by afding in advancement of technology, by
assisting In' determining costs of produiction, by supplying an
economic and. environmental competitive influence, and by
developing feserves to meet natlonal fuel crises.

Consttmer Aid; Hatd hit by inflation; consumers need a
program of low-interest lodns and grants to finance insulation,
storm. windows, and other hods of | ing the thermal
efficiency of dwelllngs,

Consideration alsa should-beé given to developing a system of
aiding fow Income familles In meeting soaring prices of fuel and
clectelcity. Operation of more encrgy efficlent automobiles
should be encouraged, Care should be taken to ensure that the
requirements. of the newly enacted. Encrgy Policy and
Conservation Act, dealing with gasoline mileage of new
automobiles and  appliance performance standards. and

Idelines, are properly imp! d, Mass transit should be

{, Public Is should be established j:
eftizens in encegy proceedings, Promotional utility rates should
be prohibited and peak-load pricing pushed,

Solar Energy
Sofar energy Is nonpoltuting, inexhaustible and is fall,
1 And solar technology has developed to the. paint

where commercial application s not only practical but

ically desirable, H + the full ial of solar
energy will not be realized until the cost of solar hardware is
reduced through mass manufacturing, To increase consumer
benefits from solar energy o program of federal assistance is
necessary, This assistance should include but not be limited to

bsidies. Identification with consumer inlerests should be a
prerequist ppol to regulatory agencics. Communitics
should be encourdged and aided in exploring the potential
savings of public or consumer-ownership of their utility,

We support legislation that would:
Require the major utilities to piepare plans for rate reform:
and load hnig o I i
utilization of our existing facillties .and to encourage
conseryation.
2, Allow the Federal Power Commisslofi (o icgulate eléctrle
transmisston facilities in a manner similar to common
carrlers, in the form of & strenghtened power grid,
Instruct the Feders] Power Commission to find ways to
increase competition. Methods of increasing comipetition
could include: ordering an interconnection; compelling one
utility to transmit electric power over its lines on behalf.of
another utility, requiring a certified electric utillty to
expand transmission facilities, and insisting that transmis.
sion ilnes be available ta other utilities.
(o] i New organizati must - be formed,
perfected, and financed to carry oitt publie responsibilitles in
the energy field, Many of the wasteful, conflicting burcaucratic
activities of agencles such as the Federal Encrgy Adminlstra-
| Ad H

4

tion, - Energy h. and D P
Nuclear Regulatory Cominission, Federal Power Commission,
Department of the. Interior and other agencles. in. the field of
energy policy should be resteuctured into a Departmient -of
Energy and Natural Resources, Special encrgy committees,
with jurisdiction over all energy matters, should be established
in the U.S, House of Representatives and Senate, to ald in
coordinating a comprehensive attack on. present and future
p}l;ob}::ims, In nddition, the Congress and the Executive Branch
shouldy
« Deyelop policies providing a more rational and streamlined
system. for location of electric generating: stations and
routing of transmission lines,
o Provide for creation of a riationwide power grid and
formation of reglonal bulk power stpply facilities.
© Promote use of waste heat from industrial plants,
© Provide - use of present and potential - hydroelectric
resources In. the public interest, including recapture of

income tax eredits for homebuyers and builders who p
and install solar equipment, low interest loans to homeowners
and builders who purchise and install solar equipment as welt
s low interest loans to i lished
purchase and dlstet

0
f
solar equi the use of solar

fedesally Heensed hydrocelectrie sites when needed in order
ta obtain full public benefits,
« Require wmctlunj and prevention ofstflp mining abuses.
E d Ik and

. ) (4 Ly
building designs that require a lower expenditure of eriergy,
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RED.R h, development, and d on ciforts are
needed 1o cleanwp and intprove the efficlency of existing energy
technologles and to brlag o advanced: technlques which can
imp erfvlr tal and le performunce, . The
Energy R h anid Develop Administration and other
federal ugencics operating In this fitld should be ghven funding
adequinte te tackle thls task fn the most effective manner,
Emphusts should be given to cmploymont of rencwable
tesoutces, maximum tet energy gains, dnd consunier needs, AH
electric utltitles shoutd be encouraged to purticipate in and
finnngo research alnied ot impraving agedcles of geueration,
teansmission, disttibution and utilization of electricity,

Additional emiphasis should be giver to research that offers

4. We urge addltional federal programs to combat hunger
and midlnuteitlon fn this countsy and abioad; and strongly
support fniprovements In the food stamp, school lynch and
other existing feeding prograns, Misinformatlon on the nature
and usage of food stamps s being widely generated in a2
calpulated uttemipt to discredit o sound and @uchieedsd
ptogram, U.S. Depattment of Agriculture statistics confien
{hat only an Insignificant fraction of food stamp payments are
fraudulent. Purticularly in this perlod of ccondmic trisls
Including massive , it 1s imperative that the food
stamnp program not be reduced. The clderly, unemployed aid
lowsincome consumer ds well as striking workers, including
lcncher.snnd other public ¢ deserve an applieath

neat - teem benefits in energy conservation and )
bbbt

nd system: which Is squitable and not

PR iather than ing all efforts tn
advanced technologies whose benefits will not be tealized for a
decade or more,

ENVIRONMENT

‘We live oo a plariet with lmited resotirees which are being
used up ot an aceelerated vate, Pollution of our {and, ale and.
watets conthiles. "This ofien results from production of more
and better consumer goods for un ever incrénsing world
popitlation, Consuters must begin to reallze that the necessity
for conservation may nigan the curtafl of certaln i
watnits. A good cnelronment may sometimes tequire’ more

pensive production technl Envl tal damage is
one of the hidden tosts of productlon that sociéty has been
paying. because of its historle unawarenesy and reluctint
recagnition of these unexpected cansequendes. The health aid
safety of all cjtizens will be Improved by measures that reduce
envirorimental damage, but each propoisal must be carefull

13 g o Y

wnteasonahly biedensame and that sets payment levels which
wilt redlistically allow all to purchase food for a
putritionally adequate diet,

Inspite of CFA's sitceess in defeating the 1974 Ford proposal
to incresse the price of food stamps, he President has
continged his eiforts to seriously weaken the food stamp
program, The present administration bill wonld reduce or
terminate food stamp behefits for over 11smbllion Amerieans,
or mord than 60 percent of those receiving them, We oppose
this bill, as well as the equally abhorrent Buckley-Michel biil on
food stamps. We do supporl the proposal, made in the
Dole:-McGovérn bill to remove the *purchase requirement™ for
stomips, and endorse also the proposs! {o substitute an
‘l‘idcqum standard deduction In place of the present lemized

st.

We urge reform and éxténsion of the Tood: stamp, schoo)
tunchi nnd breakfost programs and an end {0 the uneroits and
diseriminatory food stamg work reéquirément and mandatory

evatuated to make cerfain that the sum of such benefits to
fndividuals s not ighed hy the d costs of the
necessities of fife, We specifically urge thats

1, Federal alr enilssf tandards be § with
vigor and that the states be encouraged to set up steeter
primary: andd sccondary standurds than the federal guidelines
where necessary to achieve the purpases of the Aty

2, Federal [and use legisiation be passed,

3. No coniproiiiise be made with the safety of nuclear power

plants and that the states be glven the powes (o set thelr owa

satity standacds at least os strict ag federal standards;

perations of these prog fwall ies and cities, Among
changes we seek, In addition fe the provision of free stamps, are
Junches and breakfasts to alt parsons with incomes below the
poverty dine az determined by the U,S. Burgau of Labor
Statistics.

5. We urge the establishment of U.S. Department of
Agriculture beet standards for forcign beef tniports that are us
stringent as the standards for Ameriéan produced bicef
Domestle Food Policy .

Consuiners are appalled a¢ the splralling cost of food at o
time when profits of the major food' chains and the food

1ng Industry are tising at record breaking rates, Sttdies

4, Consideration must be given fo the 1 impact
of pawet plant sittings, The uniqueness of the region must be
taken into consideration,

5, Rasirictlans on log exports be Imposed; niore wilderness
arcas b st aside for future gencrations; snd that more
infermediate tecréation dressbesctup;

6. Laws requiring dzposits dn bottles and cans be enacted
theatighout the.ceuntry; N

7, Leglsiatioh for an immedTate ban of the use of ﬂurocnrbo:}

o the cost of faod by the Federal Trade Commission and. the
Couneil on Wage and Price Stabllity were Inadequate and
misleading. The study, which attempted to prove &n absénce of
profiteering in four basic food. Hnes, did not éven inchide

d. faod ¢ B thete Is an
absence of 4 coordinated national food policy- and beeause
there Is Inndéquate competition In. the food cconomy which
works against the best tnterests of both family fatmers nnd

propefiants in nerosols be passed, We also urge: exploration o
alternatives to Nurocasbon in refrigeranty and other wses;
8 '[}ccyclmg centers be setup by longl guvcmm':n(sln clslcs;_'
! Ton. of " & S ally

we urge the following steps 4o restore and malntain
competition i all stages of the food industeyt

# We uege enuctment of legislatlon that would vistlaw

3

wnr.kcrs be strengfhcncd.

FOOD AND MARKETING

GENERAL

1. We urge the appolntmént of & majority of qualified
consumer representatives to  all “boards and advisory
committecs related to the food industry, to state pad federal
agrlcultural - progeams, and to land grant college advisory
boards.

2. We urge that land: graat college rescarch. and extension
programs be refocused so that the special aftention of those tax
expenditures will be an the needs of indepéndent Tarmers and
the nutritionz} and cconomic needs of consiimers,

3, We urge the enactment of tigoraus additional disclosuee

quireni to assure adeq publle informatlon on
corporations involved in the food cconomy.

poly and shared poly power in all stages of the food
Tndustry and fate o ing or dissolution whete
monopoly power 1s found to exist uniess such aetion would

result {n the loss of substantial cconomies.

b)Y We vrge the establishment of a Natlonal Cosnmission on
Faod Macketing charged with the respousibility to Inyestigate
and report to Congress. with dations on marketing
toward a national fgod policy. In conjunction, anaual reports
and indices on the state of competition in the food Industsy
st be wade to Congress by the Federal Trade Commission,
the Depariment of Justice and the U.S. Department of
Agrleultare. A riajority of the public niembers of “tig
Commission. should be representatives of bona-fide constmer
orghnizations, The Comflssion would have broad favestigatory
autharity, Including subp power, the authority to hold
publie and privafe hearings, and the authority to- sdminister
oaths, require sworn testimony and proseente for perjurty,




) We support Jegistation. that would reguire !Xe ‘Fcc‘icrnl
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m] Federal government food purchases should give priority

Trade Commlssion as well as the Dep t of

to bids. from small and reglonal food

and the Department of Justice to tako new actlon to secure and
report lly o Inf It ding the tire and
performance of the food. industey. These three agencles should
be required to 1) make rn annual repoit on the food Industry;
2) publish an index of the state of competition in the food
industry; and together with this Index, 3) publish thelr specific
recomimendations lo promote competition in the food Industry,

d) Call on Congress to appropeiate for the FTC Bureau of
Competitlon a speclal $10 mlnlon fund to investigate the degree
and nature of corporate concentratlon within the food Industry
Includlng the non-competitive impact of advertising, vertical
Intefseationt, conglomeration and its effects on the Ametlcan

and to vig Iy 1 those Ind found to
be In viofatlon of antitrust Inws,

) Encotrage the Fedetal Trade Commisslon to lssue
regulations to provide for consumer representation In consent
decree proceedings,

) Request that Congress. enact legislation requirlng the
Federal Trade Commission: to report annually on the
competitive condition of the food €conomy,

) Urge Congtess to enact Jeglslation to authorlze o speclal
“fine.cf-businéss program for the food Industry.

h) Suppoit state and national efforts to end those featiires of
marketlng ordet programs which artlfically reduce supply or
Inflnte foad prices to the consumier,

Beesuse of a combinatlon of cconomle condltions, media:
frresponsibility and lack of consumer education the nuttitional
quality of food has deieriornied. We call upon Congtess, the
Federal ‘Trade Commlsslon; and the Food and Dmig
A(Hr;lnls(mﬂon to {nke tfhe following nlcps:“

Tt lon o DlancT It

ing fiems and
withi greater efficiency.

i) We call on Congress to enact the Family Farm Ast which
prohibits ownership and control of farm products by non-farm
corporations of more than $3 miflion in assets, CFA supports

llective bargaining legisiatl bling famlly farmers to
have & falr positlon with food middiemen,

o) There fs. & diminishing availability of fresh and locally
produced food items, particularly tn the fnner cities. Efforts
must be made to foster a closer working relatfonship between
farmers and consumers which would give all consumers the
opportunity to pitrchase fresh, locally-grown food items nt
reduced costs and which would give farmers a more equitable
percentage of the food dollar, Government regulations (e.g..
slze and cosmetic restrictions) which resirict direct farmerto-

tion should be abollshed, To ge these
tablish of Farmer-to-C Direct

hen this can be done

goals, we u;gé the
Markets, )
P Cnnlmod.lty.npd pr?molldn boards wglch are In any way

A , Or supp he R

should not be allowed. By promating cerlain commodities at

the expanse of other commodIties, these boards violate basle

inciples of falrness, rep an inappropelate Invol

of government officlals and. taxpayer revenues in private

Industty gimmickry, and ultimately result tn an Increased
cost of the moditles | d, The absence of at

feast 50%. bona-fid preséntatives on such

commodity boards further belles the suggestion that they are

almed- at furthering the consitmer Interest,

SA‘EE AND WHOLESOME FOODS

ingredient labeling, and grade labeling,

(2) Free pubtic service ads for consumer groups to promote
nuteitional fouds,

(3) Mandatory affirmative disclosure  of nutrtion {n
advertising,

Wi § nutrittonal educatlon In schools at all levels,

We urge a program of Truthdn-Food-Marketlng including:

(1) Uniform open dating of all products

(2) Clearly marked prices on all packaged ltems

(3} Unit prlc|n%

(4) Drained ‘weight taveling

(5) Urging supermarkets to stock bulk food supplies of
certaln commodities at prices tower than those of simitar
packaged items

{6) Profit margin and return on investment disclosure at
custonicr request,

1)'The Immunlty from aniitrust laws conferred-upon farmers
by the Capper-Volstead Act was Infended and should be
fimlted: to those activitles which do-not violate antitrust laws,
Wa belicve the Congress should re-examine, In the light of
today's and tomorrow's les and marketing mechant:
the ndequacy of the Cupper-Volstend Act to protect and
regulate agricultural marketing cooperitives and to determing
what changes, il any, may be required to achieve the basie
ohjectives of fale prices of food and fiber (o eonsumiers, and a
faly return to farnters and ranchers for thele capltal, Iabor and
management.

1) Legislation authorlzing agri | marketing orders and
marketing agreements should be reviewed by Congress, revised
toasstire an effective role In declst king and to
assuire that these orders are administered so as to. avold
antlcompetitive and other adverse effects ypon constmers.

k) We call on Congress ta consider limiting the deductibllity
of food advertlsinig expenses by nattonal advertisers (food
manufacturers) from. corporate taxable incomie.

1) We call on Congress to climinate the favored tax tréatment
wé\lch provides an Incentive for American carporations to move
abroad, .

deserve safe and wholesome food with foed
lnbelling that includes easily und i yet prehenst
Enformation.

We vrge enactment of leglslation that would:

1) Upgrade the natlon's food safety and sanitation standards
and protect consumers from adulterated food and from
huembil additives,

2) Outlaw the use of tinsafe food additives. Food processors
should have the strict burden of demonstrating the safety
and efficacy of any food additive used, Exemptions as {o
additiyes currently used, should be extremely limited, if in
fact they are allowed at all,
Mandate the develop and p of safety
asstrance systems by the Secretary of Health, Education
and Welfare acting through the Food and Drug Adminis
tratlon, Reliance on the voluntary development of such
safety assurance systems by food processors Is inndequate
except as a temporary measire brcause!
~on ssttes directly affecting health and safety, consumers

dePend on government protection;

1

luntary Is cannot be enforeed by cltizen suits;
ry standacds do not ga the government to

use strict enforcement powers;
government st ds developed after public hearing

would have highly desirable cl't'lzcn input. Voluntary in-
dustry standards .would not.

-8 P assure greater unk
formity and are consequently more easlly understood by
the public,

4) Allow cltizen silts for any violatlon of the statute which
the Secreiary fails of refuses to- eiforce, .

) Authorize pu{ment of attorneys' fees and other reasonable
costs of participation Including expert witness fees for qualified
public Interest representatives or private cltizens who initlate or
intetvene i any ageney proceeding or judicial review of
violations of the statute,

6) Provide citizens with access to industry information ta the
fullest extent allowed by the Freedom of Information Act for
the effective: litigation of their rights under the statute.

7) Require processors to vegister with the Secretary of
Health, Education and Welfare and to submit to annual

4
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fnspectlons which shall be conducted by the Secretary of
Health, Education and Welfure,
8) Extend the Food & Drug Adnilnistration’s inspection
Hority to Inelude ination of records of food

1, We fully endorse the congept of health core o8 @ uniyersal
tight, mast closely embodied in'§.3 and HR.21, the Health
Scciitity ‘Program, ‘This leglslation eliminates batelers to

ge sich s co-l and deductibles and encourages

and {o requlre that certaln wecords be malntained.

9) Authorlze and direct thé Secretary of Food and Drug
Admtalsteation to promptly éstablish 1on a uniform
system of food product identification which permits the
consumer to ensily and quickly determine:

(1) the identity and plant location of ¢ach food. manufae.
furer and packer,

{2) the Identity of ench. individuat food; .

(3) the lot or batch number of the food, and

{4) the date packed. :

Such identlfication reguiatigng are riccessary for the prompt
and’ certain determination of whether the consumer has
purchased food found o be adutierated. Complex and hard to
enderstand coding systems are unacceptable,
INTERNATIONAL FOOD-POLICY

Ancestimated 460 miltlon persons, almost hislf of them young
children, suffer from acute malnitrition becasise they lack even
the calorles to sustaln noemal l}uﬂi::n Alll‘e‘ Those who. get

-2
-

preventive health care, However, the Health Security Prograni

falls short of our objectives In its fallure to cover all routing

health care such os adult dental work. The Hezlth Sequrity

Program also falls i 1ts coverage of prescription drugs,

psychiatrie care and long-téem: n\;lr:lng hom¢ cate, N
d t eat ey i

We urge Congress tq i}
na-substitate for universal health coverage,

We encolirage - CFA members {0 actively participats
indjvidually and with coalitions, such as the Nationat and
Stafe Health Action Coalitlon, to achiéve passage of the
Kennedy/Corman National Health Secuzity bill

2, We urge, in response to the srmcnl. slr'xorgngc of p:hys\c\nns

and ‘other health p federal
nssistance {0 medical, public health and allled professional
schools and to teally disad ntog d students ngls\m

tion should alsa {nclude approg ts o ¢
fo locate ln areas currently denled adequate medical care,
3 As an interim _measure pending - passage of a

3

enough catories but are y § ot other
essentlal nutrlents may Include half of the htiman race. The
President theough his Secretary of State, proclalmed af the
World Food Conference ¥ bold objective for his naflon ia
collaboration with othee natlons: “that within a decade no ¢hild
wili go o bed hungry, that no family will fear for s next day's
Ybresd, and that no human Helng's futiire and capacities will be
stunted by malnutrition™, That objective was adopted by all the
Governments at the World Fdod .confercnce,

Beeause hunger in onr inferdepeiident world seg [
threat to peace, we suppart the principles thats

1) Every person i this conntry and throughout the world has
the sight to o nutritionally adequate diet and: thiat this right iy
fincefotth. to be reéognized ng a cornerstone of US. policy,

2) this right become o fundamental point of teference in the
formation of legisiation and adminisirati el I aevas

P fienith peogs ghied to provide these ser-
vices 4o all citlzens, we urge cnactment of legislation to ¥liml-
nne the co-insurance and deductible provisions of Medicare
and {0 extedd Medicare coverage to outpatient drugs, éye care
and the cost of eyeglasées, dental cire ind the cost of dentures,
and. the cost of heaclng aldy,

4, Wo inslst that the same nutslng horie standards be pro- -

vided under Medicare and Medidld as were Intended by the
1965 amendments to the Social Security Act, which established
thoss programs. We.urge that faspections of nutsing humes be
unarnounced to protect clderly consumers agalnst déplorable
conditlons. ) .

5, Wa. urge CFA bers. {0 support d D af ang
affilintion with nonprofit consumer-controlled prepald group
practice and group healih plans,

6 We nrge CFA aﬂ}ﬂgles to dnsire that all comprehenslve

such as trade, assistance, ntonetiry. reform, military Ay
and. all other mattecs that bedr on hunger; and

) concernling hunger in the Unifed States we seek to envolf
on food assistance programs all who are In need, to Improve
those programs to insurecthat ceciplents recelve an adequate

health plannt nicet the requl of the law

garding majority presentation, We Turther wrge
£onsumets groups to provide responglble consumers ta serve on
these commisstons, We call upon the Administration to pro.
vide funds necessary to make tralnfng nyn]lub]e to cafisumer

dlet, and to attaln full empisyment and. o fioor. of i
decency for cvetyorie; and

4) concerning global hunger this countey increase lts

i for self-help tievefop among the world's poorest
geople, especlally In countries most serfously affected by
hunger, with particalar cmphasis on - insrsdsing  food
purchasing power nnd food production aming the rural poor;
and that development asst and-food assl Including
assistani¢e given through private, voluntary agencles, increase
dver a perlod of years. watil suzh assivtance has reached the
taeget of one perrmal of our total national production (GNF),

HEALTH, DRUGS AND MEDICAL

‘Health, a state of physical, soclal and méntal well-belng Is a
bisie human right; guvernment at all levels must act to Instire
that health. care services are provided for all citizens. As a

matter of publle polley the govetnment's role tn health care

wiust not be Uallted. ta the reimbursement to health care
practitioners and facllitiés for the téeatment of the diseased;
rather, government must assume its responsibitity to- further
the total "health® of consuitners, Including the quality of thelr
environment, thele nutritlonsl needs, oceuspational safety, and
right {o comprehensive preventive medicing. There 1s a etitlzal
twed for tntegrated systems to dellver health care services that
are accessible and acceplable to all people without regard to

P seiving on preh health pl
‘commissions,

7. Welxge the Secretary of Health, Education and Welfare -
h tatl n it

e of and
p pulations directing the states to survey the
tnmet medical needs of Indigent children, as requited th
Sectlon 1905/a)04XB) of the Soclal Secutity Act ax amended in
1967, Action fo protect the health of the nation's ehildren Is
Tong overdue.
8, We resafve to suppart taxle substarices contral leglstation,
the purpose of which Is to require pre-market ‘testing of
hemlcal subst: to gssess potendial hnzurq: ta 1

10 press rog immed

ard users thet the iy g waughout thele
lifetime, includlng hazards to in the hoie, and fo
lite the facture, use of disposal of the: subst

where nectssacy 5o as to avold and nitnfmize such hazards.

9. We urge that, before any cosnietic may be offered for sale
or distddbution, the Food and Drug Administrailon must be
satisfied s to It Safety and utility and apprave its label, which
should disclose fully the composition of the cosmetie,

10. We urge licensing of drugs and medicines by generle
name dnd that such fame be Included tnall peeseriptions.

{1, We urgé immediate enactmeat of long-delayed legisla-
tion establishing a drug compendi
12, Wearedt d by studies & ing price
of up 0 1200% for prescriptions of the $ame drug in the same
arda, CFA believes this Is due fo a host of restrictions and

age, sex, race; soctal or economic: condition, or demograp
ares of wesldence. Toward. that end, we adopt the followlng
resofutions:

prohibitions placed upan free competition b the advectising
and sale of prescription drugs by registered. pharmacles
includingt

!




a. prohibitions against the advertising of drug prices, against
discounts for older people, and agalast pasting of drug
prices Jn storess

b. arfificlal barriers to the entry of discount and chain drug
stores Into new markets;

¢, restrictions on ownership ol‘phnrmn‘clcs;

fes in

L ai.

and
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thei¢ Investments, fo invade the nutsing home field by estab-
lisking what amotints to chains of motels lrisufficlently con-
cerned with the health and welfare of residents In thele charge
and to convert nursing programs into housing programs, ims
postng on the elderly a “buyer must beware” philosoply.

We urge a substantlal increase In direct grants dnd foans to

d, prohibitions apalnst ph
Rericral meechandise stores; and

€ mm;yh other devicés having no televance to the public
health.

CFA calls for affifiates to wotk for &ll such luws and
tegulations, Recognizing further that restelctions. against price
comipetition for preseription drugs ordginate with state boards
of pharmacy and that most such boards are dominated by
drugglsts, CFA recommends Incluslon of stronger consumeér

1 lon on state p} boaeds.

Further, CFA urges affiliates to become *fricnds of the
court” In sults challenging the constitutionality or validity of
{aws and regulations which inhibit drug price competition.

13, We urge of - legislati bidding tie-in
between hospitals, nursing homes and. other health care pro-

profit and gover perated fursing homes, with an
immediate, short-tegm goai of thelr providing half the natton's
nursiing homg seryices, We also urgd substantlal funds for
alternatlye meéthods of foster homes, sheltered low-cost
supervised housing and daycare centers, homemaker and home
health ald services, We dlso ge state and it
organizations affillated with CFA to develop citizen review
teams to visit and Inspect nursing homes peclodicatly,

22, We urge vigorous regulatory actloni by the FTC on
ndvertising of th ter druge in} isleading
cffieacy claims, promoting insignificant product dliffercntials,
and offering drugs for the treatment of every day interpersonat
and human problems; We condemn alf drug advertising which
ericourages, through themes  of saturation advertising

viders and pharmacies, We also befieve it s hical for
phesiclany to. own stock In drug manufactuting companies,
drug marketing and packaging companles and pharmaeles,

14, We urge government putchase of dritgs by gencric name
only and émendment of state laws fo permit dispensing of
drgs by generie name at the option of the consumer,

15, We urge that weitfen information understandable to the
consunier be réquired to be glven to recipients of all
preseriptions, Such Information would include usés, directlons,
precautions and slde efMccts, as well as the possible hazards of
mixing the preseribed medication with othee deugs or foods.

16, We d that 4 clear; promi plration date
for the effectiveness of all drugs, both prescription and over.
thescounter; be reqitired on the label.

17.The name and’ place bf busk of the o

palgns, pitl popplng as a way of life,

23, Clinical Luboratory Testing—Cansumers have a two-fold
interest n establishing standards for clinicat laboratory testing:
health dnd cost. Of primary concern Is the assueance of steict
health and safety standards theough reliable clincal testing
restits,

Consumers are alarmed at the evidence which demonstrates
that lat fes including those regulated by Federal law have
shocking error vates of most fests ranging from 20 percent to S0
percent, In addltion to the human suffering resulting from
inadequate clinical lat y testing, the Is to bear
the High cost of multiple and frequent) y testing,
Consumers pay $8 bitlion annually for laboratory testing, There
are n'ﬂcp appalling price differénces among. laborgtoties for

should be required on the labels of all drug products.

18, The quantities of all active ingredients should be
requlred on Tabels of all drug products,

19. We suppart efforts by consumer groups to- work for
fegislation permisting the practlce of optometry In commercial
settiyps, and we urge CFA affiflates (o become “friends of the
coit?* In yults chisllenging the constitutionality or validity of
sueh laws which act to Inhibit competition In the profession fnid
the accessibllity of people o eye care service,

20, Studies of chiropractices have tot § i sclentific
eyldenice of its validlty In theoty or practice. Chiropractors are
not tralned ta diag possible malj fes, diat fcute
heart canditions, or similar ie di that frequent)
undeylle thelr patlent's symptomatie complaints, The aged and
needy are most vulnerable to patient hinlq
and Trequently less capable of judging the efficlency of
trentment they recelve,

CFA s therefore gravely. concerned that Medleare coverage
of chitoprictie services will dlessly expose beneficlarh
treated by siuchi practitionees to delay or avold seeking proper
mudical eare, Incluslohrof chitopractie scrvices not only would
add substantially to the cost of Medléare but would inerease the
health hazards to beneficiarles.

21, The vne milllon. Amerieans in nutsing homey financed
unider Medicare, Mudlcald and other programs should receive
the highest standards of health ebve, Yet deeply distressing evie
dence mounts that many nursing homes neglect thele patients,
treat them with indignity, and provide minimal health care,
Mahy state and federal agencles, inclading the Depaetment of
Health; Education dnd Welfare and state health nnd. wellare
tlepartments, have failed to secure the appropriations required
oF o eaerelse the aggressive leadership needed to enforce
standards ol safety, health and general welfare for nursing
home patlents, ‘The result Is that joo many elderly persons have
been neglected and payments for thele care misused, This fall
ure of poveenmental authorities fo enforee - standards has
Indieced commerctal operators Jooking for quick returns on

tests.
Accordingly, we urge legisindion that would:

8) Reanire licensing of afl interstate and intrastate ctinical
lat fes, Including Independent hosphals and dostor
office fat tes with collection Including blded banks.
Perlodic quality spot checking should be réquired,

) Permit states 10 apply more stringént standards within

Mocaled federal enf {

c} Requlse disclosure by clinleal faboratorles of any contracs
tual relationships with physiclans, together with a, posting
of all fees for laboratory testing within local healtls
plannlng ualts; and a mandatory itemization of costs on
the_physiclans stafement he or she bills for setvices
performed. ’

) Require perlodi ination of all aperating p 1
HEW should be required to setup a dinating unlt for
that purpose,

o) Outlaw kickbucks,

N Require that advisery include an
number of bona fide consumer representatlves

) Require the establishment of standards of safe and cffica-
clous methixfology so- that physicians in clinical Jabora.
torfes have sclentifieally tecognlzed evatuations of what
tests should be conducted and under what ciréumstances,
Accordingly, tests with macglnal or no value should be
climinated,

h) Encousage iedieal schools to offer comprehensive courses
in clinical Inboratory testing.

24, CFA supports cithien/government sction to ban smoking
In public places, CFA further suppottls ¢ ban on all cigarette
fon, the ellmination of tobacco subsidles and on-golng
government supported antl.smoking advertising i
particulatly those designed to reach beglaning smokers, CFA.
also opposes any L prog bsidizing the
; on and distribution of ¢f

B
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HOUSING

"Tli¢ national commitment to a "decent home and suitable
living envi for every Amerlean family” made In 1949
has nevet been met. The expectations tolsed by the 1968
Houslng Act have nevey beep reglized, The failute to meet gven
minimum hational housing goals has been serfously aggravited
by the decline in housing and commuinity developiient
consteuetion attlvitles duting the Inst three years.

Recognizlng that nflation has Increased both the cost of
liousing, and the tost of financing housing, for beyond the
sicans of most avérage.ncome families, we call upon Congress
taexpand progeams of fnterest and vent subsidies,

For low-Income familics and. for senlor citlzens we strongly
utge the Administention to approve new public housing (with
Innovatlve designs and concepts) which Is Integrated into: its
host néighborhood, to re-activate the urban home-ownershlp
assistance prograny, and to provide long term fnancing for
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position favoring stata reiguiation, as spelied ot pnder the 1948
McCarean-Ferguson Act, Is long overdue In the face of growing
revelatlons of falfucés In state cegulation of insurance,

G MAIL ORDER INSURANCE. We urge Fedetal Trade
Commisslon and stale actlon 10 reduce deceptive practices and
hilgh costs of mall order compantes, pacticatacly in the Licatth
field, and tecomimend counfap-adyertislag as a deterrddt,

7. COOLING OFF PERIOD. We favor exension of the
cancept of the cooling off petiod to all forms of insurance, As
many forms of Inkrance Involve extended and cven 1ife long
pedadle payments, consuiers mist be notifted of thelr rights
to refect the pollcles at ho cost. In thf sase of fif Insurance,
constimers heed 30 daye 6 reselnd the polley, ;

8,GROUP AUTO INSURANCE. Stals faws prohlbiting
gronp anto Inswrante should be eliminated, We encourage the
Jevelop “of tuch coopéralive attd Insurance plans ag 4
mewns of curbing escalating premlums,

9, DISCRIMINATION, Unfair and Tnequitable disctimina.
tiori In tllle av(gllnblﬂ(y. {ssunnce, rating, adminlsteation, and

ladlon aft

sentor citizen housing,

We urge Congress ta appeopelate the full semtount of
authorized funds for the Community Developntent Block Grant
Program.

We suppart legislation requiring advance disclosure of
séttlemnent costs ahd uniform scttfoment -statements, We

| steicter of stututory provisions which
prohlbit officers of fending Institutlons from speculation profit
and weé reenmsmend abotition of “redtintag,”

We urge the elimination of restrictive zotiing practices which
perpetuate segregated houstng and nelghborhonds,

INSURANCE

We call ujod ctute and federal authoritles add lepislatices ta
require o feasonable minimum cost/benefit relationship n all
types of insurance,

1. NO FAULT AUTO INSURANCE, A cniclal jssue before

an {hie basls of age, tex, race, matital
status, of sextal preference must be profibited, :
10.We recommend thet Congress, CFA and othey
spipsopriate groups, study the broddening of the no-fault
concepl In Insuratics 10 Include nreas other than automioblles.
11, MATERNITY COYERAGE. We rccommend that
maternlty needs be treated the same as pthef health and
disability needs In group health, sick leave, and disabllity
benefit progeams, i
12, INDIVIDUAL RETIREMENT ACCQUNTS, We find
that many small Investors have been actually and’ potentlally
harmed by sefler frlures to disclose Tmportant vost and penalty
aspects of the plans. We deplore the fallure of the Internal
Revenue Service fo fequird adéquate disclosure by seliers of
Indidtdual i A tse We call for strong
to Include s ". i rate
AN

¥

government disel 8
of return sales
and promineit warntngs as lo risks and penaltles,

13, We support Consumers Unlonin 18 suit in UiS, District
Court for the Sonthern District of New York to remove

tecl,

the | today 1s the X

system. We endotse and irge prompt endctment of the
National Standards Ne-fault Motor Vehicle Insurance Act
P d by Senstors Warren Mag (D,-Wash.} and
Philtip Hart (D. Mich.}, or the companion House bill that
embodies its principles,

2. TRUTHIN-INSURANCE, Regulatory actie! is needed to
redued the Uy amblg Tanguage and teeminology
of almost all insuratice poticles sokl to consumers, Af the same
time, we urge full disclosure of afl relevant information,

We support federal “Teuth-itv-Tasurance” legistation which
would establish standards and. set forfis. describing the
i permissibla-tn at § poligies, (Federal Trnde
Commission regulations o adveetising establish criteria. that
may ba uscful in drafting these standards) . .

Where policles have featutes and clauses that needlessly limit
the rights and benefits affecting consumers, they should be
remaved. Unnedessary praliferation of policy types Should be
stopped and policies should be standardized o allow better
understanding and comparisot uf polieles being sold,

3. LIFE INSURANCE. We support réquired disclosure of
the compatative costs of life Insurance pollcies through a
standardized method, such o the inferesi-adjusted or gghc_{

angl #nd antl-competitive resteletions on piechase of
saviags bank life Insurance,
14.We call on the Natlonal Assoclation’ of Insurance

Comlssioners and the individunl state ta
adopt strict :;Jles oo conilicts of interest, to balance Industry
fominatl qulntory ings and Tegulatory 1 ding
by sponsoring and ing lof i public participath

and by diligent efforts to éducaié consumers on thelr needs Tor
public support and financlal assl n suk efforts to
refori virtually all sectoss of this $500 billlon Industry,

15, TITLE INSURANCE, We recomimend majoe teforai in
the sales practices and rate structures ofititle Insurarice,

THELOWINCOME CONSUMER

in its effort:ta promote the rights of all consumers In har-
mony with the general welfare, we encournge member organt:
zations to Include netivé participation of lowsincorie people. 1¢
we are to develop full potential we mist not ovetlook the massex
of poor pecple iscrimtnated agalnst In the macket place. The
low {ricome cotisumer may bea retiree llylng on flxed Incomn,

slmilue m.:thod at ‘.h"' time ol" sale, We support d;

any y of inft {
embodied In the Copsumer
Fajeness Act. o

4, MUTUAL_INSURANCE ‘COMPANIES, We urge thot
pollcytidtders of mutnal type companies be restored thelr due
rights to control and direct the affairs of tele own companies.
We urge consumer voting contro! of Blue Cross and Blue Shield
and gthee health and medieal Insurance plads, o

5. FEDERAL REVIEW OF STATE INSURANCE REGU-
LATION, We urge that Congress ln\thw.. o lavestigation oll: ity

" Sderntlon o

iy

u as
Instirance  Informaticn and

nn ald-to-dep dreft mother 1ying 16 find shetter for
her childeen, an unskilled worker with a ¢redit probleny, a
Spanish speaking mgeant who Js the vietim of langunge bar.
tlers, & student, of a young adult, These people need aszistance,
and we need their support, We miust joln forces,

L, Many low Income congumers are denied easy acvess {a
competltively pilecd goods and services berduse of lack of
outlets and ayaflable credit yources in fow incone tomninnities,
foteing many poor consumers to teade af high-priced stores,
This subjects them (0 the evlly of “easy” ¢redit and
door-to-door abuses. We urge local bu;!:'ccxsts’lan‘d business

Ishaient o mpetl

organt 10 secure stabl wprriced,

Ibilitlesto its




tive biisinesses in low income dreas, In addition to private
efforts, federal and. state -housing, small buslncss and. model
cities programs shoisld be required to lon of such
facifities in theic plans affécting low-income areas.
2. Low income have speclal prob!
suffer when theie probl dre not
groups and. consumier ptotection councils. They hnvc special
economic problems and speeial health and nutritional needs,
We urge all consumer groups to sofielt membership among the
poor and to develop prog to alleviate thetr probl We

nnd directly
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zations should handle and
when approprlate, cngngc in direct action, lncludlng plcketing
for red of

11, We urge enactnient nf fedetal legislation in support of a
guaranteed annual ificome equal to the modest but adequate
femily incorie budget, and adjusted to changes in the consumer
price index of the Bureau of Labor Statistics.

12, We recommend that yural and urban legal assistance
programs be expanded. to make legal assistance available

also irge. alf public ies involved in

and services to insure meaningful participation of low income
consumers in policy and program development and to-include
representatives of the poor on all ¢itizen advisory groups. We
further urge that low income consumers be involved in CFA ef-
forts to expand consumer organizatlons and that special funds
be made avaitible by CFA affiliates—particularly labor, credit
unions and coopcmtlv:s—m nrgnmze low lncome consumers.

3. We urge § dl of discrimi y utifity
practices of publicly, privately, and cooperatively owned utill-
tles including deposit requirements, Customers should be given
sufficient notice and opportunity for response at public
hearings before service can l;_c terminatcd‘

4, We urge g ing all con+
sumers adequate i ge. at ble rates re-
gardless of location, Gov bsidies should be availabl
if necessary. We urge that state insurance cnmmisslons bc

ponsible for plans ing Jow income g
protection,

5. We urge initiation, both on the naticnal and state levels, of
a review of banking and credit transaction practices, specifi-
cnlly as they relate to low income people. Financial institutions
should be required to make readily available to the consumer
{nformation on the manner in which checking, savings, and
credit jplans ‘are. computed and charges made. Wc urge that
there be truthful discl of banking and I institu.
tion servize practices. We urge & review of state banking and
credit unlon commisslon practices with regard to establishment
of minority and low income financial institutions, and ask that
those [ fes affected affirmatt ly nsslst Jow in.
come and mlnorltygmups in establishing fi i

1

8 the United States to people with incomes below the
poverty level as defined by the U.S. Bureau of Labor Statistics.
13, We. condemn the use of tax funds for survcillnncc
directed at welfare recipl
unidentifiable complaints against welfnre rcclplcnls over how
their welfare benefits are used.
4. We urge continuation of the Hill-Burton Act allowing-at
least minimum provision of hospital care ta low income people.

REGULATORY-REFORM

Present government regulation in areas of health, safety and

cqunlity is lnadcquntc. Congress must study whether and which
such jes as the

Commerce Commnisson, the Civil Aeronautics Board: and the

Federdi Maritime Commission cost consumers biltions of

dollurs and have outlived their uscfulness. We urge imniediate

and. comprehensive regulatory rcrorm which includes the

following:

L. The creation of an agency for consumer protection which
would assure consumicrs that theit viewpoint will be advanced
by an independent, non-regulatory agency with the right to
patticipate with the status of a party to the proceeding before
federal agency proceedings and the Courts,

2, A requirement that at Senate confirmation hearings the
President must comply with a strict burden of demonstratinig
that a person nominated to serve in a federal agency is highly
qualified o serve in that capacity, The burden should ot be on
the Senate to demonstiate & candidate’s unfitness.

3. A significant increase in the budgets and staffs of ngencies

6. We: urge lnvestigation and correction. of discri
practices -against the poor, including differentinl ‘mail order
catalogs, door-to-door sale frauds, inodequate services and

ible for the enfi of antitrust laws, together with
an expansion of antitrust authority to prohibit the existence of
oligopollcs

stores with shoddy merchandise. 4.P for 1 ‘participation in the
7, In spite of our suceess in défeating the 1974 Ford posat gulatory process incl lhe‘nuthonm(iun of {he payment
to increase the price of food stamps, he has his of particip icluding atforney's fees and expert

efforts to scriously weaken the food stamp program. The
present administration bill would reduce or terminate food
stamp beneflts for over 11 miflion Americans, or more than 60
percent of those receiving them. We oppose this bill, as weli as
the equally abhorcent Buckley-Michel bill on food stamps. We
do suppest the proposal, made in. the Dole-McGovern. bill to
remove the "purchnsn: n.qulrcmenl for slnmps. nnd endorsc

witness fees for cltizen uctlon groups and public interest

attorncys whlch pnrt]cipntc \n rule-making, licensing or
d by any

agencles or in actions to secure Judicial review of agency

actions, Participation expenses should also be paid for persons,

citizen action groups of public interest organizations which act

as private attorneys genieral to enforce the law or significantly

also the proposal to an
in place of the present flemized list.

We utge reform and extension of the food stamp, school
tunches and breakfast programs and an end to the onerous and
discrlminn\ory food stamp work requirement and support the

peration of these prog in all ies and

cities. Among changes we seck, in addition to the provision of

free stamps, are lunches and "breakfasts to all persons with

incomes below the poverty line as determined by the U.S.
Burean of Labor Stalistics.

8. We urge federal support for Innovative community

dy the public nterest,
5, A directive to make regulations casier to read and
undcrsmnd and to increase thelr availability,

, An P of (hc fegislati uuthonty and
pr for 8! ight of the reg y
process.

7. Authorization for state attorneys general to bring antitrust
actions on behalf of the citizens of their states.

8, A provision that any citizeri has legalstanding to challenge
government action which is in violation of the law, and a
n:cognltlon of the rlghl of any tnxpnycr (subject to minimum

) to

programs to provide low cast food and | ker home
health aide services for shut-ins, the clderly, asid others who
have special needs.

9. We urge establish ive health methods to
insure good nutrition in alt l‘oods includt.ig snack foods which
should be nulrhionnlly fortified and so labeled,

10, We urge estat of Tocally lled and locally.
run cansumer organizations in tow income arcas. These organi-

any i of tax

funds in violation of the law, Ui le restrictions on the

financlal ability of consumers to initiate class actions severcly

ctodes this Important mcthod of ‘secking redress and,

dingly, should be elimi

%A i that alt abide by broad

“sunshine’ rules which make their proceedings and day-to-day
operations open to close public scrutiny,

[




;
|
|
{
1
1
:»

W
b

QUALIFICATIONS FOR REGULATORY COMMISSION
MEMBERS

The President has been highly eritical of the functioning of
the regulatory process. In other sections of out tesolutions,
CFA addresses speeific actions to improve the -efficlesicy;
effectiveness and fairness of reguintion, An éssential element of
cffective regulation. Is the appolntment and confirmation of
highly qualified I, It is. the responsibility of the
President to appoint enly highly qualified individuals and the
responstbility of the Senate to confirin only those who meet this
standard,

Highly qualificd must include demonstrated sensitivity to the
public interest, independence of action, dedication to the
furtherance of the role of the agency as well as knowledge of the
subject field,

There are several existing regulatory vacancies, We insist
that the President appoint only highly qualified individuals to
those positions. We will not support:any who ate tiot qualified,

COST JUSTIFICATION MADE IN CONNECTION WITH
FEDERAL REGULATORY REQUIREMENTS.

Vhen increasing the cost of a product industry ofteit cites
heaith, safety, environmental tr similarly socially “desirable
government regulation as the cause. We belieye that such price
inercases are often inflated due to industry’s self-scrving eiforts
to use federal regulations in order to distract attention from
decper probl or ing!
Inflated cost increases Gre also -a - deplorable “attempt to
ericourage consumer hostility  to such ineasures. Publie
support would be forthcoming, if the pablic were aware that
inflated cost estinidies were corporate propaganda, and an
indication of unwillingriess to devise methods of efficiently

ing with such regulath

ial  short

We. urge enactment - of egisiation that -would require
corparations to. file reports to the Federal Trade Commission
explaining in detail any increase in cost resulting from a
regulation, When it is claimed that a cost increase is necessary
because of 1 with & latioh, that cest b

2. Buslness muist not be aflowed generous tax advantages
tncliding ! 1 dépreclatt pletion att & and
other artificlal tax write-offs that distort free economic
declslons and severely erade corporate tax révenues:

3. Tax shelters should be totally ellmtnatéd as uafalr,
wasteful, and economlcally distuptive,

4: There should. be. & substantial increasc in the present
under-taxation of foreign income in order to remove lickative
economic Incéntives for American industry to. invest. and
manufacture abrond. Widespread International venturés by
American Industey usually exploit forelgn labor markets, result
in the alicnation of foreign governnients, and severely weaken
domestic labor markets, Specifically, there should be an end to
the unlimited deferral of taxes by U.S. corporate subsidiaries
and. an end to the abusés of the foreign tax credit,

S. The DISC (D ic Intérnational Sales Cory fon)

bsidics should be led. It is o ful subsidy that does
little to encourage exports of U.S. goods while subsidizing
forelgn consumers at U,S. taxpayer expense.

6, Middle and low inéome consumers should pot be forced to
pay higher taxes on current inconie so the wealthy can pay less
in estate and: gift taxes. Estate and: gift taxes should be
reformed so that the yery wealthy individuals conribute a fair
share of that wealth foward federal revenues, . -
tocal goveriments {ogether with the U.S, Treasury bilfions of

7.State and Jocal bonds  should nho longer provide
commercial banks and the wealthy with tax-free income, State
and local bonds shonld be made taxable and a direct federal
subsidy for a portion of the interest on these bonds should be
paid-directly 1o the states, This proposal would save state and
local- govesnments together with' the U.S, Treasury, biltions of
dollars o year,

8, ‘The eroston of the personal invome tax base must end, Tax
credits - rather than exemptlons and  personal expense

should specifically reflect the actuat cost of compliance. If it
daes nat, either the price shauld be seduced ta ceflect the actual
cost of compliance or the public should be informed as to what
percentage ‘of the cost incresse reflects the acwal cost of
compliance, .

TAXATION

C d d a and il tax

ductions would help distribute more faitly the excessive tax
burden now placed on fow and middle income families. Limits
shoufd be pliced an mertgage intcrest and propecty tax
payments, These unlimited deductions g Iy give
advantage to wealthy property owners, little benefit 1o average
homeowners, anid no benefit at all to renters. The fifty percent
{50%) maximum tax ceiling, benefitting onfy extremely wealthy
taxpayers, should be removed. :

" 9. Reform of the regressive Social Security Tax System must

prog 1
structure. The ‘present system: which forces low and middie
iacome to subsidize corporati and ‘wealthy
individuals is -intolerable. Since low and middle income
consumers, unlike the. wealthy, cannot avail themselvés of
devices designed to effectively reduce thelr taxable ncome, the
progressive nature of the system is severely eroded, Legislation
should be enacted which-comprehensively corrects the abuses.
of the present system by eliminati ful , and

doaunt,

¢ plished through :partial funding of the SSS from
general reveriues and the duction of the present
high tax rate.

94

10, Elimination of sales taxes is essentlal to provide fairness
and- progressivéness 1o fax. systemz sffecting all. consumers,

11, Congress should investigate reports that citlzems: tho seek
advice from Infernal Revenue Service offices ofterl receive

unfair tax preferences. This will insure' that tax

will be avaifable for future g t needs und that
those revenues witl be contsibuted fairly by all citizens
accurding to- thelr ability to pay.

We'support legislation which initinfes such reform. by
Iiminating - the preferential treatment accorded - certain
business and wealthy individuals at the expense of other
taxpayers. Specifically:

1. Cupital pains, the {argest single Ildophole, should be

treated a¢ ordinary: income, This includes capital galns
transférred by gift or bequest that presenily éscape income
taxation cempletely.

advice or conflicting advice from different zgents;
in sut IRS demarids for t of additional

* taxes due, JT the results of the Congresslonal investigations. so

justify, appropriate legistative or other steps should be taken to
assure that citizens can oblain accurate tax advice from IRS.

TRANSPORTATION

GENERAL PRINCIPLES, We support a balanced transporta.
tion system based upoir the commusity. design concept
embodying land-use studies, housing developments, communt
ty facilities, work opportunitics, and all other relevant aspects
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4, CHARTER FLIGHTS,; Consumers niced aceess to all forms
of t

tation

of planning. Although more than nine-terths of the U.S.
i highway prog! is completed, the i
crisis grows, A. major reallocation of tal

indicated, A different set of valucs must be endorsed to achleve
a balanced transportation concept. As an immediate goal, we
urge application of federal-stat to creats the
required balanced system, For support of miass tranisportation,

tation and the right to spénd travel dollars as they
choose. Many CFA mcember-organizations participate: -in
low-cost edicational, cultutal, and recreational alr charter
programs. These groups, and all consumers, tesent the
anticompetitive roadblocks placed on such travel by restrictive

we suggest utilizatlon of n proportion of Highway Trust Funds
teflective of the proportion of the funds paid In by areas which
would benefit from the transportation facilities so funded.

SURFACE TRANSPORTATION, We favor measures -to

make regulated intercity surface transportation of freight more
competltive and more efficleit, in ordér to increase the
availabillty and veduce the costs of consumer goods and
services, Suchi measures include:

(a) decreasing substantially the scope of carrler agreements
on pricés and services;

(b) cutting back on federal limltations on motor - carrier
service offerings; and
(c)when markets. are  adequatel petitive, - allowing
carriers greater freedom 1n their individual pricing
declsions.

We call upon Congressional Committes to cut through the
tangled threads of special Interest which have held up needed,
pro petitive changes in regulatory legisiation, In the
Iriterest of the consumer. Prompt leglslative action in
accordance with the pollcy we recommend Is.a precondition for
effective relicf in this area,

2, PUBLIC TRANSPORT. We stpport the stale trafisit
authority ?onccpt with broad powers. to. move effectively in

arid complex rules of the Civil Aeronauties Board, some foreign
governments, and the I tional Alr Transport Assoclati
The CAB has now responded in part to the CFA position by
foosening the restrictions on package trips that include hotel
and other ground accommodations, These new One-Stop Tour
Charter (OTC) rules still require lengthy and unnccessary

i purch qui which should be liberalized,
In addition, we are encouraged to learn that the CAB has
promised Congress dnd the flylng public that It will alse
authorizé Advance Booking Charters (ABC), which would
make alr transportation avallable on charter flights, without
the ity of p ing ground ions at the same
time, Many consumers want to be free to drrange theit own
travel intlneraries and housing, once they-arrive at thelr
destinath 1 ds of Europ come: to the Unlted
States on ABC (lights, but Americans: are denled. the same
privilege. We urge the CAB to move quickly In eliminating this
discriminatory and anticompetitive practice, We further lirge
the State Department to secure agreements with forcign
governments that will assure charter travelers the same landing
and. uplift riglits guaraniced to thosé travelers utilizing the
more expensive scheduled services.

We urge consumer groups to call on local alrport authorities
and the Federal Aviatlon Agency to take immedtate actlon-to
blish strict safety tegulations for the handling of hazardous
cargoes on all alreraft in order to protect passengers, ground
crews and flight personnel,

5. BARGE TRANSPORTATION, In keeping with CFA's‘
y of a bal y tation system vis a vis alr,
highway and rail, we also support batge transportation for the
Ik prod h

using Public portation
should become & natlonal objective with the highest possible
priotity, produsing & i ical, and ecologleall,

of bu where practical. The. low cost
intand- waterway system particularly for bulk

- 8

safe ind séund system of maving people within cities and in
rural arcas as well as between cities, Public transportation Is a
public necessity, As a consequetice, it can no longer be assumed
that - passengers alone should absorb the .cost of the
transportation system. A public corporatlon, subsidized by the
stale and/or political subdivision with aceess to state funds
{ncluding highway user funds must be cstablished, The public
transit authority should be as flexible and Imaginative as each
separaté set of tratsportation facls demands. While rapld rail
service might be most approptiate In the crowded Northeast
cortidor, other sections of the nation may have different necds
requiring diffecent solutions.

3, AUTO AND HIGHWAY SAFETY. We ngain call for

dliminished: efforts to {mp safety in design of strects,
Tighways and cars using these facilitles. More than 100.million
cars now registered cause an annual death toll of over 50,000,
An additional 5.million - Amerlcans sustain injurles, The
economie loss is estimatéd at more than S$16 bililon,
Automobiles ean be built safer. Better  restralnt systems,
pratective padding, and safe inferjor design can do much to
reduce loss of life and suffering. Exteriors of biles can

ditles has been one of the few deterrents to runaway
food and energy costs, Accordingly, it is vitally important that
the inland watérway system along with other transportation
moxdes, be properly maintained so that optimum cost benefits
cari flow through to the uitimate consumer,

As an example, at the present time, there exists: a_major
bottlencck oty-one of the nation’s largest river- highways—the
Locks and Dam 26 at Alton, Illinols; the facilify inimedlately
below the confluence of the Mississippl and Minois Rivers.
Additionally, the existing facility belng néatly 40 years old,
absolete in terms of today's traffic, in a sad state of distepair,
and located on a fauléy foundation is in danger of total collapse,

Should the structure fall, tiver traffic on the entire upper
Misslssippi and Ilinols Rivers will not be possible. Asa result,
the upper midwest area (7 siales) will be adversely affected
ccanomically duc to the higher cost of alternate forms of
transportation, through shortages due to the inadequacy of
those aiternate forms and in job losses brought about by those
shortages,

As a substantlal margin of U.S, grain products are also
dependent on barge traffic on the upper Mississippl, the
ration's entlee cost and supply of grain and grain dependent

and should be designed to climinate spear and cleaver
protrusions that aggravate Injurles in car-pedestrian accidents.
Maximum level safety standards for new and used cars should
be supported and developed under stringent federal Jeadership.
Insurance carriers must be encouraged to provide lower
premiums for vehicles which, because of thelr deslgn, reduce
the incldence of injury and lower repalr costs.

products are serlously th

It has béen proposed {6 replace the facllity at an alternate
nearby tocation on'a firm foundation which could be done with
little or no Interruption toriver traffic,

We support the p [ toavert o phic st of
this highly trayelled and vitally needed river transport system.

¥
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GENERAL RESOLUTIONS

int Public P f
Consiimers commend the recent judlclnl rccognltlon of the
necesslty of direct and Ingful publie parti in

Check Off
Many important facéts of everyday life that are impoﬂnnt

federal ngency action, Unfortunately that rccognﬂkm alonic ‘s

insufficient bécause few groups and few |
consumers have the cconomic resources to sustain the
enormausly high fegal costs lnvnlved In such participation,

We urge of 1 lon that izes the
payment of legal fees and other costs of participation ireluding
expert witness fees to qualified public and private intervenors

acting on behalf of the public before rule-making i or

have become so.complex and involved: that
the ol tzation has difficully grappllng
with. the underlying lssues adequately, In the last few years, o
potential means of funding volunteer groups has proven fiself,
"The voluntary check off provides the opportunity for members
to fund neccssary professional services,

'rhe chcck off Is a funding sysferi {n which consumers

ducted by any federal administ

tive ng:nclcs {n actions to secure judicial review of agency
decisions as well as to persons -or groups actlng as private
attorneys gencral ta enferce f:dernl Taw,

We. urge of Jegisl bllshing the gencrat
powers of the coutts to award attoineys fees o platntiffs and
intervenars in apprepriate cases where the bringlng of thc
fawsuit or the intervention results In vindication of a

dd a donation on to the amount pald to a vendor
with which the orgatilzation Is concerned and the vendot
collects all of the. donations and forwards them 1o the
consuniers thius organized,

The ncwcst. and Pclcntinlly one of the ost tiseful of these
is the | Utllity ©

Actlon Group (RUCAG):- By .the means of a membership

public rlght which otherwlie would nat hiave beea vindicated,

Prepald Legal Scpvice and:-Grous: Lepul Service Insurance
Plaris

‘We support further development of prcpnid legat service and
group legal service Insurance plans.

ff, RUCAG's give consumers the necessary expertise

" and orgnnlntion to tount effective expression of the members

consumer interest, We endorse thls concept ln orgonization and
urge state leglsh and fo pass the
neécessary enabling leglslntion 50 lhnl the use of the check off
concept can be Initlated in vital arcas of consuinet concern,

V-
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Mr, AnNunzio. Ms. O'Reilly, I commend you for a very excellent
statement. Your many worthwhile suggestions are in that statement,
and they will be carefully noted by the chairman of this subcommittee
as well as by the members of this subcommittee.

I understand that the Consumer Federation is having its annual
meeting and you are chairing the meeting. If you would like to be
excused, I shall do so at this time, with the understanding that the
members of the subcommittee have your statement and that we will
submit questions to you for answering. We will keep this record open
so that we will give you ample time in which to answer the questions.

Ms. O'Remny. Thank you. I appreciate that.

Mr, Annunzro, Mrs. Fenwick?

Mrs. Fenwriox. Before Ms. O'Reilly goes, don’t forget what you
promised to give me. '

Ms. O’Remnuy. Curiously, the Federal Home Loan Bank Board is
not interested in telling us where Mr. Bomar is.

Mrs. Fenwriog, I want to get that information about the variable
rate mortgage.

Ms. O’'ReiLry, They say he is somewhere in Florida, and they are
trying to find him, too. As soon as we have an address we will forward
it to you.

Mrs, Seenimaw. I wanted to make one comment. One of the real
frustrations I have been finding here is seeing some really fine laws

assed and no enforcement of those laws, the carrying out of them.
go, the comments that you make here are so right,

I want to make one other point. When I was chief executive of our
county, I put someone right in my own office to handle complaints.
People called the office, and things started moving for a change. So,
you are absolutely right. It has to be on a high level, if it is going to
mean anything at all.

Ms. O’Remny, Thank you.

Mr. Annunzro. Thank you,

We have a number of other witnesses, We want to hear from all of
you this morning. So I am going to ask unanimous consent that your
statements be inserted in the record and that you make your remarks.
I hope you can be concise wherever possible, but I want to assure you
that your entive statement will be made part of the record so that we
can have time for questions before 12 noon today.

Our next witness is Mark Silbergeld of the Consumers Union.

STATEMENT OF MARK SILBERGELD, ATTORNEY, CONSUMERS
UNION

Mr. SmsEreeLd. Thank you, Mr. Chairman. I will try to summarize
my statement and simply endorse your opening remarks about the use-
fulness of these hearings every 2 years. We find it a very useful oppor-
tunity to discuss legislation without having to get down to the nitty-
gritty of the individual sections in specific pieces of legislation.

One thing we wanted to call to the subcommittee’s attention, which
was inadvertently omitted from my prepared testimony and which I
would like to start with, is that we believe it is time to look at improve-’
ments for the Fair Credit Reporting Act.
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There were excellent hearings held on the Senate side in 1975, and

the testimony of Assistant Bureau Director Christian 8. White, of the -

Federal Trade Commission, provides a very useful specific laundry
list, T would say that two of the areasg in which we have substantial

concern are, first, the need to provide people who have files in their

names at credit reporting agencies with more direct access to those
files, replacing the present system of having a reporting agency’s pre-
pared summary read to the person so that they neither know whether
the summary reports all of the information in that record nor do they
know if the summary language has been so glossed over that in fact
it may cover over items of information that they might wish to
challenge, -

Second, the need—and we get calls about this subject from irate
consumers very frequently at our office—the need to have more
specific information on which information obtained by a creditor to
whom application has been made from a reporting. agency is the

specific reason, or one of the specific reasons, for turndown when the -

applicant is denied credit or insurance or high rating for loan rates
or insurance rates.

We believe that the hearings to be held on those would produce &
long list of necessary corrections to that act which would greatly im-

proveitsusefulness.

Later this month the National Commission on Electronic Funds
Transfer will submit a preliminary report to the Congress on elec-
tronic funds transfer systems, including debit cards.

This is an extremely serious issue. It involves issues of personal
privacy, and it involves issues of changes in technology which will
directly affect the marketplace. o

For instance, we have already found—and I’m not even sure that
anybody other than perhaps the Commission and the lawyers involved
know it yet, that employees who are on an electronic funds transfer
type automated payroll deposit system, if First National Bank of
Arizona against Usery holds up, are going to be second-class citizens
with regard to the application of the wage garnishment provisions of
the Consumer Credit Protection Act, as compared with those who have
their paychecks made out as paychecks and handed to them manually.
~ These are the kind of things that are hiding below the surface, that
in many cases have not even come to the attention of many people
who ave considering the broad effects of electronic funds transfer

_systems. ~

Because of the fact that what we may see at present, even with the
Commission’s anticipated report, is only the tip of the iceberg, we
would strongly recommend that, when that report from the National
Commission is available, after an appropriate period of time which
permits Members of Congress and concerned consumers as well as
the industry and others involved to carefully study. that report, a set

of informational hearings be held at which consumers and all other .

interested segments of the economy can make known their views on

that report, on what the report recommends to be enacted into pro-

tective legislation, and on where the report may fall short, if in fact
it does in some areas. :
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We believe that these kinds of informational hearings, prior to the
actual consideration of any kind of legislation, would be extremely
useful both to you and to us. ; :

Truth in Lending, as Kathleen O’Reilly has already told you, is
apparently in for a round of truth in lending simplification bills, I will
tell the members of this subcommittee that I have already been asked
to review some of the drafts of proposed simplification, and some of
those are, to say the least and to be most polite, half-baked. For in-
stance, some of them have tried to limit civil liability by reducing the
number of disclosures, which, if not made or if made inaccurately,
would be the basis for civil action. They have focused on disclosures
which are primarily relevant to closed-end activity, and then they
have in the draft legislation sought to apply those limitations also to
open-end credit, even though the fact that different disclosures apply
to open-end credit has not even been considered by the members or
stafl who are circulating some of these drafts.

I would suggest to you that a very long, serious look at simplifica-
" tion proposals will be necessary, simply becanse much of the pressure
to simplify is being pushed by those who are not sympathetic to the
basic purnoses of truth in lending. o

For instance, one of the drafts I have seen proposes in open-end
credit accounts to permit the creditor to omit the identification of the
individual charges which appear on the monthly statement, and then
let the person who wants to know what amounts are being charged
call or write to the creditor under the provisions of the Fair Credit
Billing Acts’ billing error provisions, and to treat it as a billing error
inquiry. Every month you would get a statement, if the creditor—and
I know no reason why a credit would adopt this but I also know no
reason why if they are going to adopt this somebody would want to
introduce such an amendment—every month you would get a billing
statement. You would be required to go thirough the billing error
procedure simply to find out what items you are being charged for.
With these kinds of simplification drafts floating around, I would
strongly urge a very long, slow, careful look at simplification
proposals.

Also, in the area of credit disclosures, I’'m quite sure that truth in
savings is going to come up, and I must admit that, having told you
thcta;&rs ago that we supported it, we would like to take a long look at
that again, ‘

First of all, we don’t think that truth in savings provisions should
be passed which are any more complicated than what Truth in Lend-
ing’s simplification turns out to produce, because if there is an agree-
ment reached—and I think there may be some agreement reached—
that at least some simplification of Truth in Lending may be in order,
there is no point in rushing out truth in savings disclosure require-
ments which are more complicated than that, and which in 2 years
somebody will be putting in bills to simplify again.

I think that the degree of complexity and the tradeoffs between pro-
viding full information and providing only so much information as
consumers can comprehend should be similar in both areas.

Second, there is no point in truth in savings if we are only going to
measure such pittances as the effect of compounding on yield. The
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kinds of things that have been focused on, such as compounding, have
o negligible impact on yield. For instance, the difference between no
compounding and so-called continuous compounding is something like
one-tenth of 1 percent of yield. That is not a tenth of an interest point;
that is one-tenth of 1 percent of dollar yield. :

While more complex considerations such as the method for deter-
mining the balance on which interest is computed and charges made
against the account balance for keeping low balances for repeated
withdrawal and deposit activity and so forth can very seriously affect
the amount of yield, up to 10s of percents of the total yield, and
those are the areas where it is most difficult to find a single consumer
saving pattern to assume in a hypothetical rate calculation, so that a
yleld figure can give accurate advice to people with all kinds of sav-
ings patterns, ‘ '

It 1s very doubtful that truth in savings can proceed unless some
method can be worked out in which simple yet accurate and complete
information can be caleulated and disclosed.

Debt collection practices undoubtedly will again come before the
subcommittee, and while the subcommittee I know is not of a mood
. to dao so, lpst vear we -aggin urged you to strongly counsider covering
both independent and in-house collection activities.

Finally, we call your attenton to something that I don’ even think
- ig within the jurisdiction of the subcommittee, but certainly is within
the jarisdiction of the committee, and that is the need for you and
everybotly else concerned to call HUD Secretary Harris® attention to
the fact that her predecessors have not implemented the provisions of
section 13 of RESPA, which would provide for a test project to
measure the cost and benefits of a modernized real estate title regis-
tration system. :

Now, they are due to report back to the Congress on the cost and
benefits demonstrated by that project, no later than 1979, according
to the law. '

The benefits that occur from implementation of such legislation, or
at least the claimed benefits, do not take place with the initial regis-
tration; they take place with the first change of title and subseguent
changes after the initial registration under the new system.

Even if the contract to conduct that test project is let right now, it
is highly doubtful that a statistically valid and representative sample
of properties in this sample jurisdiction are going to change hands
twice so that we can measuve those costs and benefits, The longer we
delay, the more likely it is that the Secretary is going to have to come
back to the committee and ask for an extension of the act; and the
longer the delay is, the later into the next decade that extension is
going to run; ,

We strongly urge the members of the committee to call this matter
to the new Secretary’s attention, , :

Thank you, Mr. Chairman. I am sure there arve other items we could
have included on our agenda and that will come up in this Congress,
and we will address them as they arise and as we are again invited
back before the subcommittee.

[The prepared statement of Mr. Silbergeld on behalf of the Con-
sumers Union follows:] L

U 84-T46 0 - 17+ 4
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PREPARED

STATEMENT - op MARK SILBERGELD
ATTORNEY, CONSUMERS UNION
‘ WASHINGTON OFFICE

Mr. Ohaifman and mémbers of the Subcommittee, Consumers
Uniont appreciates your invitation to appear here today to present
our vliews on a prospective agenda for the‘Subcommittee in the
95th Congress. I was pleased to have appéareq hefore you at
similar hearings at the beginning of the last Congress. This
kind of proceeding every two years is a very useful way for Sub-
committee members and staff and consumers to exchange views on
priorities before consideration of specific legislative pro-
visions.

Our cénaumer credit priorities, however, go beyond specific
legislatiive recommendations, They include the need to oversee
federal agency implemetiiation of existing laws and the need o
conduct inquiries to determine whether legislation 1s needed

_where none has yet been consldered for introductlion. Some of
these priorities may fall within the purvview of other Banking
and Currency subcommittees. Nevertheless, because they affect
the avallability, cost or use of consumer credit, ve feel 1&
1mpogtant to eall them to your attention as members of the full

committee.

#  Consumers Union is & nonprofit membership organization chartered
in 1936 under the laws of the State of New York to provide infor-
mation, education, and counsel about consumer goods and services
-and the management of the family income. Consumers Union's Jfnocome is
derlved solely from the sale of Consumer Reports, other publica-
tions and films, Kxpenses of occasional public service efforts

may be met, in part, by nonrestrictive, noncommercial grants and
fees. In addition to reports on Consumers Union's own product
testing, Consumer Reports, with its almost 1.8 million circulation,
regularly oarries articles on health, product safety, marketplace
economics, and leglslative, judicilal and regulatory actions which
affect consumer welfare. Consumers Union's publications carry no
advertislng and recelve no commercial support.
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Later this month, the Natlonal Commission on Eleétronic
Funds Transfer will submib a prelim;nary report to the Congress on
electronic funds traﬁsfgr systems, inclﬁding‘debit cards, Imple-
mentation of these systems ralses sefious questions of aitizen
privacy and numerous changes in the marketplace balance of power
between buyer and se;ler‘in 1nd1vidua} transactions. - Some lasues
which may be raised have riot yet fully surfaced--for instance, the
unsoliclted distribution of deblt cards; and the ability of
employées to recelve the same protection under. the federal wage
garhiahmént lay provisions of the Consumer Credlt Protectlon Act
when their employer uses an automated payroll deposlt system as
when paychecks are printed and distributed-manually. We recommend
that when the  Commission's report 1s recelved, after a period of
‘time necessary td permit caveful study of ite findings, hearings
be held at which consumer representatives can present their views,
comments and recommendations based on the report.

Already, some members of Congréss have taken an aetlve lrterest
in Truth*in Lending simplification. And already, from some of the
r,ﬂcdmmuniéatibns we have received and:draft legislative proposals we
nm/héve been asked to review, it 1s apparent that great care will be

needed in simplifying Truth in Lending disclosures if vevised
fequirementa are to leave consumer.c¢redit cost information dis-
closure in an improved, rather than worsened; state. For instance,
‘one draft proposal, which I have reviewed upon request, would bage
didclosure simplifications solely upon considerations applicable
to closed end credit, yet the simplificatlon provisions would in
substantial part apply to bpen end credit as well. And the result
of that proposal, I feel, would reduce the rights of open end
credit plan customers significantly, unnecessarily, and with no
demonstrated‘bésis'for‘doing so. Thervefore, ve urge the Sub-
committee to take dits OWn’initiaqives to assure that Truth in

~ Lending 'simplification becomes just that, and not Truth in

. Lending derolition. . l ‘ '

Also;ip_thé areg of credit disclosures, we anticipaﬁe that

Truth in Savings proposals may again.be introduced. We have. two

-

<

]
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words of caution on these, First;.lt mayobe useful beflore actual-
ly proeeeding to determihe the finalvsﬁape of such legislation, to
see the form wﬁlch Truth in Lending eimplifioation takes. Truth
in Savings, if lt is adopted, should strike a balance between
completenese and complexity similar ho simplified Truth in Lending
legislation, There 15 no point to forging ahead with savings
disclosure requirements which would be out of touoh with such
Judgments on borroﬁing discioeures‘ Seeond, there 1s no point

to a savings disclosure requirement unless 1t can be designed

to deal with those variables which most affect the depositor's
yileld and, at the same time; can be representative of most
consumer's sa@ings patternhs. While attention has been focused

on such variables as compoundlng, other variables guch as the
method of computing interest, grace period precticee, and

charges imposed on the account balance for frequent withdrawals
and failure'to maintaln high minimum balances, have much more

effect on savings account yield. See Congsumer Reports, February,

1975, page 90. Truth in Savings will not be of great'ufility to
the consumer unless yield information i1s based on these variables.
We have considered drafting a proposed Truth in Savings rule

as a rulemaking petition to the Federal Reserve Board and have
not yet determined how yleld disclosure information can best be
calculated. _

Debt collection practices leglslation which was considered
in the last Congress will again come before this Subcommittee.
We urge that the proposed requirements be applicable to both
independent and creditor-operated debt collection activities.

Finally, we call your attentlon to the failure of the
Department of Housing and Urban Development to implement the
provislons of Section[g of the Real Estate Settlement Procedures

Act (RESPA), which requires HUD to institute a demonstration

‘project to assess modern real estate title registration pro-

cedures. If the procedures yileld the benefits claimed for them,

~ congumers would pay less in home purchase settlement costs. To

date, HUD has not let the contracts needed o implement the
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demonstration project. HUD 1s required by SectionLg to report

to the Congress no later than 1979 on the results of the prodéct'
BEvery da& of delay in implementing the project makes compliance
with thils deadline seiém more unlikely, hoﬁeverw for the benefits
claimed for modern registﬁatidn pracedures result not with the
initial regiscration but with transfers of title after initial
registration. HUD's delay makes‘;t increagingly unlikely that
by21979 a sufficlent and statistically representative: nhumber of
properties in the Jurisdiction where the project is undertaken

#11l change ownership twice; so that actual benefits can be

-~ meagured.

Mr. Chairman, undoubtedly other issues will come before
thig Subcommittee during the next two years, and we will attempt
to address them as they arise, should you invite us to do so.
Based on present expectations, however, we wéuld glve the highest
priority to the consumer credit issues which I have discgased
here today, ~Again, we thank you and the Subcommittee for your
invitation to vesvify. . CL
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Mr, Awnunzio, Mr. Silbergeld, we have a number of questions which
we will withhold until we hear all of the witnesses. We want to thank
you for your very fine constructive statement, and to let you know
we are aware of the suggestions in your statement. ‘

Our next witness is John Sheehan, legislative representative of the
United Steelworkers of America, who this morning will tell us what
the election results will be tonight in his great union that represents
1.4 million people. Are you prepared to tell us what the results will be
tonight in the election in your union?

Mu. SeeenaN. They will be very favorable.

Mr, Anwunzio. In other words, the ins will win and the outs will
be out, Mr, Sheehan?

STATEMENT OF J’OHI\T J. SHEEHAN, DIRECTOR, LEGISLATIVE
DEPARTMENT, UNITED STEELWORKERS OF AMERICA, ACCOM-
PANIED BY KENNETH KOVACK

Mr. SueeraN, Thank you, Mr. Chairman, for giving us an oppor-
tunity to appear before you today, and again, remarks are in order to
congratulate you for conducting these kinds of hearings as you did
2 years ago to try and take a look at the total field of consumer pro-
tection legislation.

Two years ago the focus of the hearings was in the area of trying
to identify new legislative initiatives that the subcommittee might
ﬁlke in the course of the last Congress to move in with legislative
hrusts.

Tt seems to me that this year the focus may be changing to the
extent that you may be trying to identify the gaps in the enforcement
of the laws, which we have now over the last number of years been
enacting, and these are gaps in enforcement that are due both to the
fact that you have a very dispersed enforcement system between the
TFederal and State governments and you also within the Federal Gov-
ernment have these various consumer acts spread all throughout
across the horizon. There is required an effort to try to get a handle
on what is actually happening with regard to the good intentions of
both the Congress and many labor and consumer groups that advo-
cated the passage of the laws. It would certainly throw more light on
whether we should be going further with the legislation in the con-
sumer field, ‘

To that extent, one of our recommendations to the committee is that
there be established « national commission on Federal and State con-
sumer laws and activities. We recommend that this commission could
provide invaluable information with regard to. what is actually goin
on in the States and in the Federal Government, not orly with regar
to the laws that are on the book but the new areas where citizens’
complaints, consumer complaints, are accumulating.

¢ found that, for instance, when a similar commission was estab-
lished to study the workmen’s compensation field that that commission
did provide very useful information to the congessional committees
that were legislating in that area,

So-we do recommend that the subcommittee take a look at establish-
ing a national commission. '
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. Another aspect of that, which is itera No. 2 in our prepared text,
1s that this subcommittee itself should conduct oversight hearings. It
has come to our attention that approximately 70 percent of all con-
samers who complain to Federal regulatory agencies are unsatisfied
with the treatment that they have received.

Of course, this information comes from a study of your own staff,
and I must say we were rather smprised to realize that there is such
a fallout between the Government agency that is implementing the
net and the dissatisfaction on the part of the consumer for whom the
act has been enacted. -

I certainly think those of you in the Congress are well gware of the
casework that is lining up on your own desks and in your own offices.
Many congressional offices are turned into ombudsman offices, Actually
the enactment of these laws was to make the Federal agency the om-
budsman and take some of the load off the congressional offices,

So, I think you can, even more adequately than I, evaluate the con-
sumer dissatisfaction with the implementation of these laws since per-
haps they end up more on your desk than anybody else’s sceking some
satisfaction to their questions, _

Again, this clearly indicates;#e need for a consumer protection

agency within the Federal Govérnment, but in the absence of that
agency which would he able to represent the consumer interests in the
various Government agencies, legislative oversight hearings are an
essential responsibility of the Congress.
. We again note that in the staff report of thiscommittes some aston-
ishing statements, for instance, with regard to the Federal Reserve
Board, which handles someplace in the neighborhoed<wf ahout eight
consumer laws, The report says that, ;

None of the consumer affalrs offices—oi Washington oflices of thoge agencles
without consumer affairs offices—become involved in the actunl fnvestigation of
the consumer complaints which they receive; the method of investigation of
consuimer complaints i{s to request details from the flnancial institution com-
plained about . . .

So they go actually to the institution for information rather than
investigate it themselves.

+ « « thereby relying on the financial institutions’ versfon of the problem; no
agency routinely checks records of financinl ingtitutions to determine the ge-
curacy of the information provided by the financial institution to the agency in
connection with the consumer complaint,

Now, these findings give credence to the notion often held by the
consumer that the Government agencies ave captives of the organiza-
tions which by law they are required to regulate,

A third item that we mention in our statement is the whole question
of homeownership. We ave aware that the construction industry is in
o high degree of depression and that construction of homes is not
proceeding ab the vate both to create jobs for people in this country
and also to provide homes for them. And it is within that context that
we were very much dismayed that there may be, and there are evolv-
ing gimmicks that would further frighten, perhaps, the consumer and
threixten them so that they may not move into the homeownership
market, :

SRR




80

The National Association of Home Builders indicated that a typi-
cal family buying a new home will pay between $40,000 and $45;000, a,
figure that has doubled in the last 8 years, : :

In another report on the Senate side, Senator Brooke indicated that
this figure is closer to $50,000. Figures from the Labor Department
indicated for the average family of four, the weekly take-liome pay
ended up around $92 a week, or $368 per month. When you compare
the monthly wages of $368 with the fact that the average monthly
payment on the mortgage for homes in that area is avound $352, I
think it dramatizes the fact that homeownership is not something that
is going to be accessible to many. It is within that context that we are
concerned about the gimmicks that are evolving. We make reference to
* the balloon mortgage in our statement, and, also as previous witnesses
did, to the variable rate mortgage, against which incidentally we
pte:etf?ed in the last Congress. Our statement in this area speaks for
itself.

But, again, there is a great deal of apprehension on the part of
many that the pressure will again mount for the variable rate
mortgage.

~In No: 4 in our statement, we make reference to something that
Mr. Silbergeld made some comments on ; namely, the need for a truth
in sayings type of legislation. While 1 would agree with him that
that type of legislation should not be complex and that there is a
need to simplify the method of calculating the inteiest rate, never-
theless the consumer should have that information available to him
in a simplified form. We call this to your attention.

On page 8 of our statement, we make reference to the fact that
there are practices both with regard to service contracts snd deliv-
pg'yl Sates where there is a time gap in the delivery of the service
itself.

For instance, many service contracts are offered to the consumer
who purchases appliances. For these service contracts, if the consumer
does not purchase the contract at the date of the purchase of the
appliance but does so a couple of months later the consumer never-
theless is charged back to the date of the purchase of the appliance
during which time he did not receive the protection that the service
contract would be providing. So we feel heve that it is a practice that
needs the attention of this subcommittee to either proscribe or at
least indicate that it should not continue.

Also, there are problems with regard to delivery delays. If pur-
chases are made through a credit card, the consumer certainly pays
his bill when the credit card bill arrives, but the product may not
yet have come to his home. Certainly, he should not be charged for
a product which he has not yet received. ‘

Finally, Mr. Chairman, we make reference to the wage garnish-
ment section of the truth in lending bill. I think it would e most
inappropriate for me at this time not to make mention of the fact
that when you were first in Congress and when that truth in lending
bill was finally making its way through the Congress as a result of

all the efforts of Senator Paul Douglas and Mrs. Leonor Sullivan,
that you on the House side attached to that bill a section on wage
garnishment. You may remember that President Abel came before
this committee and testified about the need to prohibit the garnish-
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ment of workers’ wages. The committee, however, did not go that
far. It ended up with a ceiling on the amount of the garnishment. It
is a percentage of the minimum wage, and also ended up with a
prohibition that there shall be no discharge on the first garnishment.
Now, we appear before you today to ask you to take another look
at that section of the act, either in terms of a straight out, antigarnish-
ment provision, or at least a straight out antidischarge provision.
Certainly the prohibition against discharge on the first garnish-
ment has helped a great deal of people. Certainly also where the
- union movement has organized in many shops and plants, we ‘do
" have a method, throngh the grievance procedure, of perhaps insulat-
: ing workers from arbitrary cischarge after the first garnishment.
But I do think there is ‘a vast majority of people unorganized in
- this country where discharge can continue. We do think that nory it
is time to take a look at that section and perhaps to have a straight
antidischarge provision in the garnishment section of the act.
Thank you. ‘
[The prepared statement of Mr. Sheehan, presented on behalf of
the United Steelworkers of America, follows:]

“

8

17
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STATEMENT OF
JOHN J, SHEEHAN, DIRECTOR
LEGISLATIVE DEPARTMENT

UNITED STEELWORKERS OF AMERICA

Mr. Chairman, and members of the Committee, my name is
'Johﬁ J. Sheehan, I am the Director of the Legislative Depart- v
ment of the United Steelworkers of America. We represent 1.4
million members through collective bargaining agreements in w
over 5,500 local unions in the United States, Our members and
thely families represent a considerable consumer cornstituency.
We appear here today to protect the gains made at the collective
bargaining table from being ripped off at the bargain counter.
Mr. Chairman, your idea of holding consumer information
hearings so as to surface the legislative pfiorities of con-
sumers, is a good idea. I am only hopeful that the committee,
after hearing all the witnesses, does not become overburdened
in its task to select priorities, We will confine our remarks
to consumer issues which fall within the jurisdictién of this .
committee.

1, A National Commission on Federal and State Consumer Laws
“and Activities

High on our list of consumer concerns 1ls a suggestion not

for consumer law, at this point and time, but for investigation -
of consumer issues. We would encourage thls committee to pro-
vide the legislative authority to establish for a limited period -
of time, a National Commission on Federal and State Consumer Pro-
tection Laws and Activities. The commission would have the re-
gponsibility to examine national and state consumer laws, and
their implementation in the various states of our nation. Inter-
estet:l.part:':es in every state would be invited to testify before

the commission in field hearings so as to allow for the broadest
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base of participation, We belifsve it is in the national in-

‘terest to compile, in one reppft, the strengths and faults of

governmental consumer programs at the state and national level,
We belleve the appropriate committees of the House and Senate
would benefit substantially from the findings and recommenda~
tions of the commission. The revelations of how some states
can serve their population better, and why they are able to do
so, may help other states upgrade their cohsumer programs, and
help the Congress in its tasks to assure national uniformity at
the highest possible level for the various consumer programs.

2. Oversight Hearings

The handang of consumer complaints leaves much to be
desired. The indications are that approximately 70% of all
cansumers who complain to financial regulatory agencles are
not satisfied with the treatment received. Staff studies by
this committee and the office of the Special Assistant on Consumexr
Affairs to the President have indicated that many of the finan-
cial regulatory agencies have not responded to consumer complaints.

Congressional offices have taken on an omnibus responsibility --

~ much heavier than necessary if the agencies were properly feépon-

sive to consumer complaints.

Failure by government agencies to adequately represent the
consumeér interest is also shown by a well documented CGAQ study
and by testimon& presented before the Senate Banking Committee
last spring,

This éiearly demonstrates the need for a ponsuﬁer Protec-
tion Agency within the federal government. But in the absence

of that agency which would be able to represent consumer
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. _3_
interest in the various agencies of government, oversight
hearings are an esgsentlal responsibility of the Congress to
‘assure that the various agencles of government implement the
letter and spirit of the law.  For instance, the committee
could investigate the effectiveness 6f the Federal Reserve
Board's Regulation AA, which is supposed to reduce, and hope-
fully resolve, consumer complaint problems.'
In the report issued by this committee last September,

te which I referred earlier, it was found that:

"Noné of the consumer affairs offices (or Washington

offices of those agencies without consumer affairs

offices) become involved in the actual investigatlon

of the consumer complaints which they receive; the

method of investigation of consumer complaints is

to request details from the financial institution

complained about, thereby relying on the financial

institution's version of the probleém; no agency

routinely checks records of financial institutions

to determine the accuracy of the information provided

by the financial institution to the agency in con-

nection with the consumer complaint,"

These findings give credence to the notion often held by

the consumer that the government agencles are captives of the
organizations they are, by law,’ required to regulate.

Recommendations made in the report do not necessarily re-

quire ney legislation, They do, however, require commitment by

the agenciles to:
- investigaté complainté thoroughly;

- spot check consumer complaint records by the staff
. on the occasion of regular examination;

-~ designate consumer affairs specialists in reglonal
offices;

- implement toll free consumer hotlines;

- make available a simple information guide on how to
file a complaint;

- conperate with consumer organizations.

e B b Es o s s o e n
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. Congressional oversight of laws enacted by the Congress

is an affirmative action. Oversight hearings, we believe,
help the agencies do a better jqb. .

3. Financing of Home Qwnership

Home construction and ownership is dependent ﬁpon stable
home loan interest rates, However, the combination of nearly
eight years of récession, inflation, the highest levels of un-
employﬂent since the depression, and high interest rates means
that the present generation of young families can expect little
hope of participating in the American dream of home ownership
as achieved by their parents. .

The home building‘industry continues to be in a state of
depression, High interest rates continue. Prices for new and
existing housing have inflated to new highs which are out of
proportion to their real worth. According to the National
Association of Home Builders, the typilcal family buying a new
Home will pay between $40,000 and $45,000 -~ a figure that has
doubled in the last eight years. In atother report by Senator
Brocke, last year, the figure is $50,000.

In this price range, the principal, interest, taxes and
insurance add up to an average monthly payment of $352, This
should be compared with Department of Labor figures for Novem-
ber 1976, which show that workers with four dependents
averaged $92 weekly in real spendable eatnings, ox ahout $368

per month.

-
|
-
|
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: ‘ On January 27, 1977, ecoromist Walter Heller told the
National Association of Home Builders Convention that housing
will be the star of the economic show in 1977. Certainly this
would benefit all of us, partly because home building contri-
butes to a vast array of prdducts and services that go into a
new home. . |

However, at the prices stated earlier, only the affluent
will be able to afford the purchase price of a new home, High
prices and interest ratés will force many potential buyers
out of the home buying market and may, in fact; reduce the pre-
dicted role of the star in our economic recovery to a third
place ribbon award. :

In this setting, the lending institutions are developing
gimmicka designed to attract more consumers into the housing
market, and at the same time increase their profit return on
home loans. FHA and VA loans have restrictions on gimmicks
by requiring an even payment schedule. Other type loans are
open to a variety of gimmicks such as the so-called balloon
mortgage. Lenderslare interested in iIncreasing the time span
over which mortgages are payable, Forty-year duration loans
are conceivable, If, or when, such long-term home loans come to
pass, you can be sure that the fine print will stipulate that
after~a given number of years, say 20 or 25,'refinancing of the
balance will be required, and no doubt, at a higher rate of

interest,; thus ballooning the payment.

oy
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_ Another gimmick is the "variable rate mortgage." Action
gaken by the House Banking Committee in 1975, which was strongly

supported by our union, helped to block a proposal by the
Federal Héme Loan Bank Board which woéuld have allowed federally-
chartered institutions to use the VRM., Nonetheless, some
states are allowing state-chartered lenders to vary their in-
terest rates, For example, a bank chartered in fhe State of

Washington offers the following formula: interest rate of 7%7% ;

per year charged during the first two years of the loan; 8%%
in the third and fourth years; 9% in the fifth and sixth years;
and 9 3/47 thereafter. Other Washington lenders are expected
to cash in on the program. HUD also is experimenting with this
method of f%mancing because payments on the léan would be
easier for the buyer to handle in the first few years. ; ’

These mortgage gimmicks might attract home buyers. But if’
they are to be used, assurances must be made that there will beh
full and complete disclosure as to the terms of the loan agree-
ment including, but not limited to, an amortization schedule
over the full course of the loan. This and other information
can help the marginal home buxer detgrmine his ability to meet
the obligation of a long-term loan., It will help insure against
the risk of forfeiture of the loan and the 1osslof down payment
and equity., ¢

Unnecessarily high interest rates and the variety of
gimmicks that are surfacing to attract home biyers as recovery
expectations rise, can only harm the consumer, The banking

industry must be put on notice, now, that any avoidance of
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full disclosure will result in the full application of the law

upon the violator,
We urge the committee to evaluate by all ways available
te it, including field hearings if necessary, whether £inan-
cial disclosure is being abused. Any findings of abuse should
be reported to the agency responsible., And if the findings con-
firm that new legislation is necessary, we would support the
Soying 55 smons the mest Gobtly expemsibupe For s congimey.”
Home buyers must be protected from the ever-growing list
of gimmicks that are devised to separate consumers from their
dollars. A deliberate effort must be made to locate patterns
of misconduct in the financial ingtitutions on a more organized

and concentrated basis.

4.  Consumer Savings Disclosure -~ Interest Rates

Disclosure of varying practices in the consumer lending
industry indicated the need for a national law for uniform dis-
¢losure of the annual rates of interest being paid. Similar
confusion over what is the rate of interest exists for the con-
somer who deposits his funds in a savings account.

Gomparative shopping has always been the method of finding
the best product at the best price. But in the area of savings
accounts, one needs a mechanical brain or computer to determine
which savings institution offers the highest return. A strong
and fair consumer savings disclosure act should be a legislative
priority of this committee and the 95th Congress. It should be
noted that appropriations needs for this type of statute would

be minimal.

x
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5. Time Sequerices -~ Credit Card Purchases

" We urge the committee to investigate two areas where time
operates against the consumer: _
(a) Service Contracts: ’ 3

Chain stores usually try to sell a service contract with
the purchase of an appliance. ‘If a salesperson does not sell
a one or two year service contract along with ar appliance,
the customer will usually receive a lettér in 30 to 60 days
offering the customer a second opportunity to purchase a gervice
contract. The cateh is that the customer, upon delayed pur-
chase of the service contract, is not always aware that the
service contract is ddated from the date of purchase of the pro-
duects, not from the date of purchase of the service contract,
The consequence is that one or two months may have passed. for
which payment is made without opportunity for service should the
need have occurred. Stated another way, the customer pays for
a l2-month service contract which entitleg him to only 10 or 11
months of use.

(b) Delivery Delays:

This is a situation which arises when?gtem 18 ordered but
payment is ﬁade with a credit card. The billing process follows
on schedule whether or not the item is delivered. The huginegs~
man receives his money. The credit card company receives pay-
ment during the waiting period. Many times the product is paid
for WEil in advance of delivery:. The financial community has
the benefit of the consumer's’funds while the consumer does not
have the service of the product being paid for by regular in-

stallments or in full.

84-746 O «17 ~ 5
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* This abuse of credit transactions could be reéi:ggg if
only the merchant would refrain from proceésing the/txansaction
until delivery of the product was certain:’

Why should the consumer be held to i disadvantage in these
examples that occur regularly in the mafke;plade? We urge
that the committee investigate these areas.
6. Wage Garnishment

In 1967, United Steelworkers President I. W. Abel testified

before this committee in support of the Truth-in-Lending bill,
On the occasion of that testimony, President Abel stated, "a
federal anti-garnishment law is long overdue,'" We state here
today that our union has not retreated from that position as
staged ten years ago., The same arguments that were expressed in
support of a federal law then are valid today, The Truth-in-
Lending law that was enacted did provide some protection against
garnishment, i.e., it provides minimum protection for workers
from discharge when the first garnishment is processed, and that
a large percentage of a worker's take home pay is protected from
deductions for payment. However, the wage garnishment provision
did not go far enough.

The fact remains that many employers will.often discharge
an eqployee the first opportunity that occurs after the initial
garnishment has been processed, Employers do not want to ad-
minister the deductions. Discharge offers an easy remedy -~ the
path of least reslstance, Therefore, while there may be support

for anti-garnishment legislation among employers so that paper

e
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work redquirements might be réduced, we certainly maintain

that there should be an anti-discharge provision regardless
of the number of garrilshments. It would be better to limit
garnishnents than penalize the worker through discharge.

Workers, fearing discharge because of garnishments, will
seek other loans to cover previous credit, soﬁe of which can
only be found among the nation’s loarn sharks,

The minimal uriformity of job protection in the Truth-in-
Lending Act is in need of repair. An upgrading is necessary to
the full extent of an anti-discharge or anti-garnishmert pro-
vision that would then be unifgrmly applied nationwide. Ten
years have.pasaed‘gince passage of the Agt. Only two states
are in full compliance., In 48 states, garnishment protection
provisions are most digpersed. Investigations of wage garnish-
ment discharges are nof automatic, The Labor Standards Wage
and Hour Division informed us that they can only investigate
a discharge when a complaint 1ls filed, They inform us that the
larger companies tend to respect the minimal provisions of the
Act. Tt is the smaller operations and the unorganized plants
which lack contractual grievance procedures to protect against
discharge that are the biggest offenders., Nearly three-fourths
of the nation's workforce is in this categaory. These workers are
more vulnerable to money lenders, repbssessidn, loss of job and

at the end of the line, loan sharks, bankruptey and welfare.
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In sum, Mr, Chairman, maximum uniformity nationwide is
'échieﬁable with the passage of an anti-discharge ox anti-
garnishment amendment to thé Truth-in-Lending Act.

In conclusion, Mr, Chairmah, we are pieased to have been
invited to theése consumer information hearings, We look forward

to an unprecedented degree of cooperation with the committee in

its deliberations on consumer leglslation in the 95th Congress.

.,
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Mr. Anyunzio. I thankeyou, John Sheehan, for your very informa-

tive statement. I am sure the other members of the panel have taken
full note of the shggestions that you have made in your statement.

Our next witness this morning is Ms. Faye L. Mench, of the Na-
tional Association of Retived Persons.

STATEMENT OF FAYE L MENCH, LEGAI. REPRESENTATIVE, NA-
TIONAL RETIRED TEACHERS ASSOCIATION AND THE AMERICAN
ASSOCIATION OF RETIRED PERSONS

Ms. Mexcz, Thank you, Mr, Chairman,

On behalf of the tiwo associations, the National Retired Teachers
Association and the American Association of Retired Persons, I am
happy to be here this morning to bring to you some concerns of
rather large segment of the consuming publie, that being older Ameri-
cnqs.tThis age group is the most rapidly growing segment in American
society. :

Presently in this conntry, we have over 30 million people who are
60 years of age or older. If we ave to pay attention to what sociologists
and demograpliers are telling us about this population, then we know
they are contributing a great deal to different marketing trends in this
country, We, therefore; have to pay more attention to their problems
and. needs. '

Our associations have a longstanding concern and involvement with
the problems of the older consumer, Some of the issues which wers
of major concern to older Americans when Dr. Andrus first founded
our associations, we find we are still grappling with today nearly 20
‘yeaﬁ later. Why, we ask, do we need all of this time to deal with the
problem, a ‘

One of the reasons that] we feel, contributes to this is a lack of cen-
tral focus for consumer interests and representation, A solution which
we have supported as a remedy for this problem is the creation of an
independent agency for consumer advocacy. We feel that should such
an agency be developed, more appropriate balance of representation
between consumer interests and business interests-would be established
in the decisionmaking processes of government. :

A second issue which I would like to discuss just briefly this morning
is the issue of credit discrimination against older persons. ‘

We are grateful to the Congress and especially to you, Mr. Chair-
man, and the subcommittee for your fine efforts in the last Congress in
amending the Equal Credit Opportunity Act to extend that act’s pro-
tection to the elderly. Unfortunately, we feel there are at least two
concerns which require close monitoring, and I would like to bring
those to your attention. S : o

One concerns the definition of elderly applicant at age 62. While

-selection of any age as the cutoff point for definition purpeses is
arbitrary at best, we can appreciate the Federal Reserve Board’s ra- -

tionale in establishing age 62 as that point at whicli' an older person
may begin drawing social security retivement benefits; And just as age
62 may be appropriate, what about the widow who, if she qualifies,
can draw benefits at age 60% For every age suggested, there are a

- number of reasons why another age would be just as appropriate. In

P
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many ways, leaving elderly applicant undefined, as was originally pro-
posed by the Board, would provide a greater incentive, we believe, for
lenders to consider the more meaningful factors that are necessary n

- determining creditworthiness, such as your credit history, your assets,

and your level of incomz. . ~ : o

As the case was presented to us, age needed to be defined primarily
for purposes related to credit scoring systems. The rationale here
was to prevent elderly applicants from losing points in credit scoring
systems which were shown generally to favor older persons with points
relating to age. ; ]

TUnfortunately, we feel that the regulation may fail because of a lack
of interpretation, or misinterpretation. We do not understand the
regulation to say that a person’s points would be lowered after age 62
to equal the best score assigned to nonelderly groups. And yet infor-
mally we have had one lender, a local lender, contact our organization
and suggest that they were going to do exactly that for fear of being
in violation of the Equal Credit Opportunity Act.

- 'We would ask this subcommittee, in performing its gversight func-
tions, to look at this one aspect of the act.

Of further concern with ECOA. is an amendment involving the
denial of credit to older persons because of the nopfivailability of
credit-related insurance. Although the act and the implementing regu-
lations expressly forbid this, we believe this aspect of the law will
also need to be monitored closely. : i

‘With the credit provisions protecting the elderly only 1 short month
away from their effective date; we are still receiving letters from our
members complaining about credit diserimination based on age. We
pledge our continueg support of this subcomittee’s efforts to assure
that older Americans are not discriminated against solely because they
have reached a certain chronological age.

Another issue which I would like to briefly mention is the practice of
item pricing in the universal product code. :

‘We do not believe that the removal of prices marked on packages of
consumer items is in the best interest of consumers, particularly for
the elderly. We find that shelf pricing may present extreme hardships
for the elderly in performing their shopping duties, They are not al-
way able to bend down to see the lower shelves, and everything they
need is not always at eye level. We believe strongly that item pricing
should be continued under the UPC.

I would like to join with the preceding witnesses in lending our
support to a concept that we call truth in savings legislation, because
we feel, from the standpoint of the elderly, that this is a vitally needed
measure. The elderly are small savers, basically. They try to put away
as much as possible to cover themselves against unexpecte(f medical
emergencies, for example, or to provide for burial expenses. We be-
lieve that full disclosure of interest computations for these accounts

will agsist the elderly in being more prudent savers.

+
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A situation which is unique to the elderly and serves to compound
their problems as consumers is the pervasive attitude in this society
towards aging, Somehow, we have grown to equate advancing
age with decreasing productivity and worth as human resources. Our
associations are very concerned with this negative stereotyping and
have declared an all-out effort to change these unfortunate attitudes.
‘We are encouraged by the interest of this subcommittee in dealing
with age discriminstion in the area of credit, and we would hope that
the members of this subcommittes would use their understanding and.

appreciation of the problems of the elderly in Workinﬁ with their

colleagues in the House to attack even larger problems dealing with

age discrimination, such as those in the ares of mandatory retirement. -
In closing, I would like to extend to the subcommittee our continued

cooperation In working out solutions to the consumer problems of older

Americans. And I might add, just in closing, in answer to & comment. _

thuwt Mr. Silbergeld made dealing with electronic banking, we have
had some concerns on this coming through to us from our members.
Most recently, Sylvia Porter published an article dealing with the
checkless society. We have just now begun receiving a substantial
amount of letters from our members. These have not been analyzed
to know what our members are saying. When this has been done, this
information maybe of interest also to the subcommittee.

Thank you. v :

[The prepared statement of Ms. Mench, presented on behalf of the
National Retired Teachers Association and the American Association
of Retired Persons, follows:] - :

R
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Mr. Chairman:

.

The National Retired Teachers Association and the American
Association 6f Retired Persons appreciate this $pportuni£y to dis~
cuss with the committee a féw consumer issues which _are of con-
cern to this nation's older citizens. Our org&nizations which
serve older Americans, as well as provide #hem with opportunities
to serve; represent over iO million members nationwide.

Older Américans constitute a large segment of this nation's
consuming public; 30 million Americans are age 60 or older. While
older persons may. account for only 14 percent of thg total population;
this age group is the most rapidly growing segménﬁ in Amerizan
society, Their expenditure patterns and potential asbconsumers
ﬁave been little noted cutside of a few socidlogists, such as .
Peter Drucker, who believe that older people are emerging As a
new and dominant market force.

If we accept Drucker's theory and balance this against
the rapid growth in the elderly population, the necessity for in-
creased attention to the problems and needs of the elderly aé con=
sumers becomes apparent. ‘ k

) Our Associations have a long standing concern and inveolve=
ment with the problems of the older consumer. ' Some issues thch
were of major concern to older persons when Dpr. Andrushfirst founded
NRTA-AARP, such as the high cost of prescription medicines, are still
problems which we are working to resolve today.

Here we must ask, Why, after more than 20 years, are we
still grappling with the same problems? I'm.sure there are a num-
ber of reasons which could be offered in answer to this question,

A major reason, as far as NRTA-AARP is concerned, is the lack of

a central focus for consumer interests and representation.

i
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A solution which we support as a remedy for this situation is the
creation of an independent agency for consumer advocacy.. This
agency should be established within the Executive Branch and have
full éuthority to represent and advocate consumer interests before
other federal agencies, Congress and the courts. The establishment
of an agency for consumer advocacy would, we believe, more appro-
priately balance representation of consumer interests with those
of industry in the decision-making processes of government.,,

NRTA-AARP have supported legislation to create such an
agency for the last six years and we hope that this Congress will
be successful in finally enacting a bill which provides for an
Agency for Consumer  Advocacy..

k A second issue which our organizations have been deeply
involved with concerns credit discrimination against older persons.
We are grateful to the éongress, and esbeciaily this subcommittee;
for legislating an end to this .discriminatory practice through
enactment of P.L. 94-239, However, é few concerns remain which
we would like to share with this committee to assure that Congres-
sional intent is not overlooked in the implementaﬁion of the law.

One concern inveolves the definition of elderl? applicant
as anyone age 62 or clders While selection of any age as the cut-
off for definition purposes is arbitrary at best, we can appreciate
the Federal Reserve Board's rationale that age 62 is the earliest
age at which an older person may begin drawing Social Security re-
tirement benefits. What about the widow who may begin drawing
benefits at age 60? In many ways, leaving the elderly applicant

undefined, as was originally proposed by thé Board of Governors

w
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in the earlier stages of the regulation process, would provide
greater incentive for lenders to consider tlie more meaningful
factors in determining credit worthiness of older persons §uch .
‘as czedit history, assets and level of income.’

As the case was presentéd to us, age needed to be défined
prim;rily for purposes related to credit scoring systens. 'The
rationale hére was to pFevent elderly applicants from losing points
in credit scoring systéﬁs which were shown generally to favor
older persons with points related to age. Unfortunately, we fear
that the regulation may fail because of interpretation. We do not
understand the regulation to require a loweringvoﬁ points to persons
age 62 and older to equal the best score assigned to any n;n—
elderly group. Yet one lender who has been in con;act with our
Associations has proposed doing just that for fear of violating k
the intent of the Act. T : .

We do not believe that Congress intended for the elderly
to lose any advantages they may have earned before the ECOA was
amended: Therefore, we would ask this subcommittee to exercise
its oversight function in monitoring this aspect of the Equal
Credit Opportunity Act. )

' A further concern with ECOA as amended involves denial of
credit because of the nonavailability of credit-related insurance.
Although the Act and implementing. regulaticns expressly forbid
this in those situations where' such insurance is not available because
of an applicant's age, we believe this aspect will also require close

monitering.
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With the credit provisions protecting the elderly only
one month from their effective date, we are still receiving letters
from our members complaining of credit discrimination based on
age. We pledge our continued support of this subcommittee's
efforts to assure éhat older Americans are not discriminated against
solely because they have reached a certain chronological age.

A third issuve which we believe needs attention %s the .
practice of item pricing in the new system known as the Universal
Product Code. Oﬁr Associations can appreciate the interests of
retailers who believe that use of the UPC system will achieve
greater efficiency in the operation and management of their bus-~
inesses. However, we do not believe that the removal of prices
marked on packaged consumer items is in the best interest of
consumers. We firmly support the cénsumer's basic right'tolknow and
their basic right to.choose and we do not helieve that listing
prices for items on shelves instead of on the items theméelves ig an
appropriate mechanism to prqtect these rights. As a Michigan
State University study on the use of the UPC system poilnted out,
elimination of item price mar@iné would reduce the consumer's
awareness of food costs and price rises and would remove an edu-
cational togl on which consumer could rely,

For the elderly, shelf pricing presents other difficulties
because not all shelves are at eye level. For those who have dif-
ficulty bending or stooping or who have poor eyesight, shelf pricing
would become a shopping barrier.

A final issue which has been supported by our members

is the enactment of Truth-in-Savings legislation. Since the
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elderly tend to have small savings; for an unexpected medical
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as human resources. Our Asgsociations are very concerned with this

negative storeotyping and have declared an all out effort to J

change these unfortunate attitudes, We are encouraged by the A
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interest of this subcommittee in dealing with‘age discrimihationi
in the credit area. We are hopeful that you will share your . .
understanding of the aging's problems with your colleagues iﬁ

the Congress and will join in other attempts to clarify views

on aging =-- such as efforts to eliminate mandatory retirement f
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policies.
In closing, I would like to extend to the subcommittee

. it
our continued coopération in working out solutions to the congumer

problems of older Americans.: s
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Mr. Axnunzio. I thank you for your very fine statement. And I
would like to point out that this subcommittee, for the first time in the
history of this country, included the category of aging in the Equal
Credit Opportunity Act, and when we went to conference, as you
know, I was one of those that was opposed to the scoring, but I lost.
But I'm well aware of the fact that something must be done. And I'm
delighted that you noted that in your statement, because the chairman
is deeply interested in that problem. )

Asyou pointed out, by the year 2000 half of the population of the
United States is going to be over 65. We had better start dealing with
that problem now, because we are only about 20 years away.

So I thank you very much for your contribution this morning.

And our next witness, from Syracuse, N.Y., is Ms. Wieloszynski.

And you are from the consumer affairs unit of your city?

Ms. Wizroszynsgr Right. I'm the director of the Syracuse Con-
sumer Affairs Office.

Mr. Axnvuwzio, Thank you very much. Proceed in your own fashion.

STATEMENT OF ROBERTA B, WIELOSZYNSKI, DIRECTOR,
CONSUMER AFFAIRS OFFICE, SYRACUSE, N.Y.

Ms. Wizroszynsrr Thank you for inviting my office to participate

in these hearings. It has been our experience that beyond our contacts
"with specific Syracuse area representatives, the long distance between

Syracuse and Waghington, on the one hand, and our small size, on the
other, have tended to leave us without a direct voice in national de-
velopments. That defficiency can only be made up in part by our as-
sociation with larger and more prominent organizations, and our
specific voice can tend to get lost in the process. Sgo your effort to reach
out to us is greatly appreciated.

¥ have su%mitted a package of reports and testimony which spells
out in some detail the issues which have been of concern to the Syra-
cuse Consumer Affairs Office. They include finance charge computation
systems, savings account interest computation and crediting methods,
credit card use fees, and other issues.

But of paramount interest to us is the very broad range of issues
associated with the developments now taking place in Syracuse and
in other communities around the country in' electronic banking
technology.

We believe that these developments, generally encompassed by the
phrase, “electronic funds transfer systems” represent something
Tundainentally different in the relationship between a bank and its
customers. The difference may be reflected ultimately in a less-check,
less-cash society, rather than the checkless, cashless society some critics
of BFTS suggest is on the way. But that doesn’t mako the change
wiy less significant, nor our concerns any less worthy of attention,

. At the risk of renewing the criticism that we are attempting to stop

the invention of the wheel, when we are really only trying to keep

people from being run over by one, I’d like to now outline our concerns

; about EFTS.

Our explorations of a oint-of-sale terminal banking system mid a
computerized telephone bill-paying system, both of which are pres-
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ently operating in Syracuse, first led to our basic conclusion that the

systems were being promoted without an adequate regard for their
implications. S , :

ext, our contacts with bankers who were involved in the develop-
ment of these and other systems; as well as our contacts with bankers
who were merely feeling the competitive pressure to do so, led to our
conclusion that the bankers, themselves, would take no action to deal
with the implications of EFTS.

Finally, our experiences led us to develop & comprehensive descrip-
tion of EFTS problems, actual and potential, and to formally reim-
mend legislative action in testimony before the National Commissiin
on EFT last Qctober,

I have included a copy of that presentation in the material we have
gupplied the subcommittee.

Our broad concern, briefly, is that to the extent RFTS replaces ¢on-
ventional financial alternatives—principally cash and checks—it does
so beyond the scope of consumer protection legislation covering those
alternatives, We think it also aggravates some problems that haven’t
been covered by legislation, while introducing some new problems.

The bankers I have talked with about EFTS are aware of these con-
cerns, But they tend to either discount their significance or to assert
that they can be handled by internal policy decisions, They aren’t in-
sensitive; rather, they are unresponsive to suggestions for formal
action, ) ,

Over the last year or so, & potentially productive debate has devel-
oped, but it is only a potentially productive debate, because the climate
is one in which critics raise questions about EFTS only to be ridiculed
as people with overactive imaginations, : i

ell, I don’t think so, In fact, I think that there is a basic conflict
involved here between the need to confront and deal with EFTS issues
and the need to sell EEF'TS services to a skeptical public, And that con-
flict is one in which the participants are the designers of legislative
campaigns on one side versus the designers of promotional campaigns
on, the other, .

In the January 18th edition of “American Banker” the two sides
were joined in a confrontation of opinion involving Sylvia Porter, a
noted financial affairs columnist, and John F. Fisher, vice president
of First Bank Group of Ohio, Inc., a bank that's actively engaged in
the application of BFTS technology. '

Given the limitations connected with a newspaper column intended
for mass distribution, Ms. Porter’s presentation of EFTS issues was
simplified and brief. But I don’t intend to offer a defense for her.
She doesn’t need it. I do intend to take issue with Mr. Fisher's asser-
tions, since his opinion is fairly representative of those who are
actively supporting EFTS,

The first issue Mr. Fisher outlines is that it is not fact nor practical
to suggest that a computer will handle any funds transfer transaction
and that such a service is not only imminent but will be widespread.
Further, that a key number not a signature, will open up the vaults
of the world. If we may excuse and eliminate the hyperbole, on both
sides, in Syracuse today a simple telephone call will get your bills
paid for you or have money withdrawn frem your savings account.
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And in Syracuse today a key number, not a si%nature, will open up
a participant’s account to deposits; withdrawals, and purchases, the
Iéayment for which is made electronically and instantaneously. In
yracuse today computerized systems are permitting the preauthor-
ized and automatic payment of the costs of any number of goods and
services, and once some conflict in State and Federal law is resolved,
the automatic deposit of entire payrolls will be possible, as the auto-
17,1ati.c1-.) ' deposit of social security and retirement income is now
possible,
P The bankers in Syracuse who are engaged in a major campaign to

- sell & point-of-sale terminal banking system would be interested to
. know that their effort is a “limited restricted experimental project,”

My, Fisher’s deseription. In fact, the last time we looked, there were
40 banks operating the regular point-of-sale system, and there are
45 electronic terininals now. And I also have a report that just came
out by the New York State Banking Association, and they say there
are 4 million bank credit cards being used in New York State and
8 million check guarantee or debit cards, and that in the next year
or so, that the debit cards and check guarantee cards will exceed credit
cards, So I don’t think it is an experiment. They own and operate a
major computer center and are negotiating with other banks in the
State to arrange to provide piggyback services.

About the bﬂl—paying’g service that is operating in Syracuse. I can
only describe the bank’s reaction to its success as unmitigated joy.
This is no experiment.

There are limitations on transactions in the point-of-sale system,
as Mr. Fisher suggests there are in most system, $500 a day or three
transactions a day. But the limitations are solely dependent on bank
policy, and that can change. But more important, if these systems are
as secure as we 2re told they are, why have any such limitations at
all? The number of checks we can write is not limited, although they
can be stolen. The number of credit card transactions we can~-make
is not limited, although the cards can be stolen. The limitations can’t
be intended to make people feel more secure. In Syracuse the bank
involved refuses to tell people either about the limitations or about
their lability, the banlk’s liability.

I can’t answer the question. But I can suggest that bank officials are
not as certain about the security of these systems as public statements
would indicate. And I can suggest that the limitations are designed

to protect the banks and their customers until the range of possible

security problems is fully identified or eliminated by experience.

Perhaps EFTS is the first development that would permit a bank

to set limitations on transactions, but instead of denying a security
problem, this would tend to indicate to me that there has been ons
all along, and only now are the banks able to do something about it,
principally by restraining consumers. ,
o These systems are sold as sources of convenience for consumers;
when, in fact, they may be aimed more at the convenience of banks
and merchants, . : ;

If a bank can eliminate paper transactions, especially those asso-
ciated with checks and cregit cards, and establish consumer limita-
tions in the use of the alternative, EFTS facilities, paper costs can
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be reduced, the misuse of checks and credit cards can be reduced,
merchant, costs and rigks can he reduced.

As long as checks and credit cards continue to exist as alternatives,
consumers, - themselves, may gain something, rather than lose some-

thing. But statements by the bankers who are developing and market- -

ing the alternative to checks and credit cards, and perhaps other com-
mon economic symbols, are n poor source of confidence in the contin-
ued prominence of the alternatives, if not their continued survival,

There is presently nothing to stop & bank from providing free
EFTS services to customers while charging fees for alternative serv-
ices which are high enough to dissuade their use, and perhaps high
enough to underwrite those EFTS services, And in fact, with the
pay-by-phone system it costs 10 cents to the consumer per transaction,
but it costs the bank more than that per transaction. So other con-
sumers are subsidizing the cost of the pay-by-phone system. And it
also, of course, encourages the use of the pay-by-phone system rather
than a checking system. , '

The same thing goes with the point-of-sale system. At the time
that the point-of-sale system was introduced in Syracuse a service
charge was tacked on to people who use checks, and it was supposed to
have no relation to the introduction of a point-of-sale system, but
all of a sudden there is a $3 charge with using checking accounts.

Mr. Fisher undercuts the issue of liability by suggesting that check-
ing and credit card protection applies to ;EFTS.%ut if that is true,
it 15 only because bankers are choosing to apply this protection to
EFTS transactions. That is an action I support. But I believe that
formal action is still required to translate this protection-by-choice
into ,protection-by-lmv. , ~ :

This is important because the protection provided to users of checks
and credit cards is designed to protect their assets from unauthorized
access. In the case of EFTS and its instantaneous transfer function,

: th}i protection would have to be designed to restore funds already
taken, C , . , o "

Mr, Fisher suggests that the industry is “bales away” from a no-
‘paper system. That is true. But it.does not mitigate a need to confront
the prospects of such a system before we are called upon to deal with
problems which could have been avoided. -

Mr. Fisher says a_customer’s ability to get an up-to-date balance
from EFTS terminals is an important service. It could be. But right
now in Syracuse, with an EFTS terminal operation functioning
alongside a checking system, with the same pool of funds applying
to both, o customer at a terminal can get a transaction approved on
the basis of a balance which is inaccurate. The computer can only
react to checks which have cleared the bank. Yet in selling the system,
the bank told people that they didn’t have to carry their checlbooks
with them anymore, Of coursey if they didn’t and relied solely upon
the terminal systems approval of a transaction, a previously written
check could bounce. i f

For instance, if you wrote your rent check out yesterday and then

go into a department store and have an instantancous transfer of
funds, that is authorizing that you have the money available. Then
when your rent check clegrs, you may not have sufficient funds avail-
able, and it could bounce, . : :

i)
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. I brought along one of their promotional publications, and it has a
list of advantages to the customer and advantages to the merchant.
And one of the ones to the customer is that it eliminates carrying the
checkbook. They nlso say that the convenience of ready cash without
writing checks. But with this EFTS system you have to write out
something difterent. It’s not called a check, but you have to put your
%'%nature on it and write in the amount and the date and the whole

10,

In responding to the issue of computer records vanishing, M.
Fisher asserts that the “electronic future will continue to be based
on an audit trail of computer records and paper files,” which goes

" precisely to my point about consumer records being maintained in a
ready-to-be-abused form.

I am frankly concerned about the conjunction of records that detail
consumer purchase and expenditure records with the recent Supreme
Court ruling which says such records are neither the property of the
bank nor the property of the consumer. Perhaps such records are not
being misused by private agencies now, but there is no law that pres-
ently stops the unauthorized transfer of these records. And the Inter-
nal Revenue Service can be expected to be among the Government
agencies interested in these records. :

It isn’t that all local, State, and Federal Government investigations
are little more than fishing expeditions. It’s that they can'be. To fish,
you need a lake. And EFTS provides a suitable computerized version.

Government should have a legitimate right to records. But the
people those records represent should have a right to oppose Govern-
ment access. Right now there is no reason that E%"TS customers would
even be informed that access to their records has been requested. In
fact, given, the technical ease with which computers can be interfaced,
and the resources available to Government in general, there is no rea-
son to believe that banks now maintaining EFTS records would even
know that access has been gained. . :

Of course, tha presence of third-party hardware and software pro-
viders just serves to complicate the process.

That third-party may be a bank, a consortium of banks, or an inde-
Eendent company, but its presence is disguised ; perhaps unseen would

e more appropriate. In any case, people who have been accustomed
to dealing ‘with a bank are likely instead to be dealing first with a
store clerk or some other nonbank employee, and then with an obscure .
service company. Both a bank and its customers become customers of a
new business, ‘

Mr. Fisher’s point about float is well taken, except that, as I have
pointed out, a debit card service operated from the same pool of funds
as o checking service can create an artificial float. This artificial float
is the appearance of a specific remaining balance sufficient to cover
terminal point transactions. It’s true, & consumer must be careless.
But the system itself makes the error possible, an error that would not
have otherwise been possible. PR

And in the Syracuse system, the terminals in use will nutomatically
access o customer’s line of credit authority so that a consumer mey
unknowingly make what amounts to a credit transaction. Most peo-
glje‘ aren’t bankers, Tt's easy for them to lose track of their account. I

ow; it happens to me often enough.
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My, Fisher’s final point is that “the financial transaction networks
that will eventually stitch. our Natien together will be as beneficial to
our society as today’s highway and §ir transportation systems, .

Tihat is an interesting conclusion for someaife who, at the beginning,
agserted that the financial industry is not proposing or able to provige
& “call the computer, give your number, presto, money world.”

Whether it is defined by jingoistic funny-words, as in Mr. Fisher’s
paraphasing of Ms. Porter’s projection, or in straightforward lan-

guage, as in his own projection, BFTS is what the world is coming to, < -

My primary recommendation is that we take some action: that will
make sure that when the 'world gets there, it is where we want to:be.
I am sure that there are those why will be quick to point out that my
statement of problems doesn’t necessarily mean they will materialize.
But that works the other way around, as well, with statements that it
is all going to be as beneficial as highways or air travel, both of which

have presented us with problems we wish we would have known about -

before we started. . ) ) ) L
T think most of our recommendations for action are inherent in'the

‘comments I haye already made, and my report accompanying this
. testimony goes into them in some detail, so I won't go into them now. .
. But I will try to answer any question you may have.

Thank you, ;
[The prepared statement of Ms. Wieloszynski on behalf of the

- Conswumer Affaivs Office of Syracuse, N.Y., follows ]

£




PREPARED STATEMENT OF ROBERTA WIELOSZYNSKI

My name is Roberta Wieloszynski. I'm the director of the Consumer
Affairs Office for the City of Syracuse, New York.

I'd Tike to begin by thanking Congressman Annunzio and the sub-

committee for inviting my- Office to participate in this serjes of hearings.

It's bean our experience that, beyond our contacts with specific Syracuse

area representatives, the long distance between Syracuse and Washington,

on the one hand, and our small size, on the other, have tended to leave us

without a direct voice in national developments. That deficiency :can only '

be made up in part by our issociation with larger and more prominent€;7
organizations. And oﬁ?fspecific voice can tend to get‘1ost in the process.

So your effor£ to reach out to us is greatly appreciated,

I've submitted aigqckage of reports and testimony which spells
out in some detail the issues which have been of concern to the Syracuse
Consumer Affairs Office. They include finance charge~tomputation systems,
savings account interest computation and crediting methods, credit card
use-fees, and other issues. .

But of paramount interest to us is the very broad range of issues
associated with, the developments now taking place in Syracuse and in other
comuunities around the country in electronic banking technology. i

We believe that these developments, generally encompassed by the
phrase, "electronic funds transfer systems," represent something funda-
mentally different in the relationship between a bank and its customers.
The difference may be reflected ultimately in a less=check, less-cash
society, rather than the checkless-cashless society some critic;Abf EFTS
suggest:is on the way. But that doesn't make the change any Tess sig-

nificant, nor our concerns any less worthy of'attention.
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At the risk of renewing the criticism that we are attempting to
stop the invention of the wheel, when we are really only trying to keep
people from being run over by one, I'd 1ike to now outline our concerns
about EFTS. ’ . .

Our explorations of a- point-of-sale terminal banking system and
a computerized ﬁe1ephone bi]]fﬁgying system, both of which are presently
operating in Syracuse, first led to our basic conélusion that the systems
Were being promoted without an adequate regard for their implications,

Next, our contécts with bankers who were involved in the devélop-

ment of these and other systems, as well as our contacts with bankers who

were merely feeling the competetive pressire to do so, led to our conclu- .

son that the bankers, themselves, would take no action to deal with tﬁe
1mp11cat1ons of EFTS.

Finally, our experieﬁces led us to develop a comprehensive des-
cription of EFTS problems, actual and potentiél, and to Formally recommend
legislative action in testimony before the National Comiiission on EFT Jast
Octobey. »

I've included a copy of that presehtaiion in the material we've
supplied the sub-comnjttee. ’

Our broad concern, briefly, is that to the extent EFTS repTaces
conventional financial alternatives... prinaipa11y cash and checks,.. it

does so -beyond the scope of consumer protection legislation covering. those

alternatives. We think it also aggravates some prob]emé that haven't been

. covered.by legislation, while introducing some new pioblems.

The bankers 1've talked @ith about EFTS are aware of these -
concerns. But they tend to either discount their significance or to assert
that they can' be handled by internal policy decisions. Thqy aren't insensi-

tive; rathery they ape unresponsive to requests for formal action,

s
iR

&
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Over the last year or so, a potentially productive debate has
developed... but it is on1f a potentially productive debate, because
the climate is one in which eritics vaise questions about EFTS only to "
be ridiculed as people with over-active imaginations.

Well, T don't think sos In fact, I think that there's a basic
conflict inQo1ved here bsiween the need to confront and deal with EFTS
issues and the need to sell EFTS services to a skeptical public. And =
that conflict 1s ehe in which the participants aré the desianers of
legisTative campaigns on one side vs. the designers of promotional =
campaigns on the other.

V In the January 18th edition of American Banker, the two sides
were joined in a confrontation of opinion involving Sylvia Porter; a
noted financial affairs columnist, and John F. Fisher, vice president
of First Banc Group of Ohio, Inc:, a bank: thit's actively engaged in
the application of EFTS tecﬁnology.

Given thé Timitations connected with a newspnaper column intended
- for mass distriﬁution, Ms. Porter's presentation of EFTS issues was
éfmp1ified and brief. But I don't intend to offer a defense for her. She
doesn't need it. I do intend to take issue with Mr. Fisher's assertions,
since his opinion is fairly representative of those who are actively
supporting EFTS.

The first issue Mr. Fisher outlines is that it is not fact nor
practical to suggest that a computer will handle any funds transfer
transaction‘and that such a service is not only imminent but will be wide- -
spread. Further, that a key number, not a signature, will open up the
vaults of the world. If we m;y excuse and eliminate the hyperbole... on ) b
both sides... in Syracuse.today, a simple telephone call will get your

~bilis paid for you or have maney withdrawn from your savings acount.
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And in éyracuse today, a key number, not a signature, will open up a
participant's account to deposits, withdrawals and purchases, the payment,
for which is made electronically and instantanéously. If Syracuse today,
computerized systems are permitting the pre-authorized agd automatic
payment of the costs of any number of goods and serviceéﬁ.s and, once
some conflict in state and federal law is resolved, the automatic deposit
of entire payrolls will be posgib1e, as the automatic deposit of social
security and retirement income is now possible. ‘

The bankers in Syracuse who are engaged in a major campaign to
sell a point-of-sale terminal banking system would be -interested to know
that their effort is’ﬁ "Timited vestricted experimental projéct...” Mr.
Fisher's description. They own and operate a major computer center and are’
negotjating with other banks in the state to arrange to provide piggy-back
services.

About t