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Com me rc e Committee H e a ri n g on HB 46 
Fe br u ar y  27, 1975

Me mb e r s A b s e n t : Kelley

T e s t i m o n y
Mr. Fink - This bill would su bs tan ti a ll y  reduce the service 
or interest charge on two kinds of accounts. First, r e­
volving charge accounts such as B a n k a m e r i c a r d . The current 
rate w o ul d  be lowered from 13 to 15% for up to $300 worth, 
and to 12% above that. Second, contracts for trailers, 
s n o w m o b i l e s , and cars are c u rr en tly just under 20% under 
$1000 and 16% for over that a m o u r 1 . this would be lowered 
to 12% for amounts up to 10,000 dollars and to 8% for 
amounts over that. The act deals with personal items, 
items used by the family. Origi nally the bill was passed 
before in 1966, but was then amended  and the interest rates 
added. At the t i m e, G ov e no r Egan was in office, and he 
s u b s eq u en tl y  indicated he d i d n’t understand that he had 
raised interest rates, he didn't intend to raise interest 
rates, he thought he was l oweri ng  them, because you can 
read from the kind of language you have here that when you
take 5/6 of 1 percent etc. it's very confusin g as to what
you're ta lk ing about. The rate charged now by most credit 
card c om panies would have to be reduced by this bill.
The State of Washi ng ton four years ago by initiative changed 
the rate to 12%. from 18%. At the time everyone said it 
was terrible, now b a nk am er icard still works, the state 
lias not been hurt. At this point Mr. Rhodes asked if we 
arc takling about people who don't pay their bills on time 
on ex t en d e d  credit, is that it? No, this has to do with 
regular rates. But: bey ond the 30 days where they don't 
charge, t h e i r  rates are too high, even t h ou g h rising rates 
have been occuri.ng for the last ?ll years, its way past time
we should bo' r e v e r s i n g  that trend. Why? Because ,
10 interest is one thing that shouldn't be allowed to 
go s t ri ct ly o n  supply and d e m a nd  bacause it accumulates 
in a small n u mb er  of hands, and 2) many insl itutLons are 
licensed hy the slate, it t lie state limits the number of 
institutions who can lend mo ney bv franchise, then they 
hav e the obligati on  to see that rates they charge aren't 
too high. Most states have limits.

C o m m i s s i o n e r  M o t l e y  revi ew ed  the bill and said that basicly 
it: redu ce d  the interest rate f r o m  18 to 15 and 12 depending, 
n  one a g re e s with Mr. rink':, premise that interest rates 
fall w i th i n the need of regulating, we regulate  to a ce rt ai n 
extent, we set an upper limit. Th is bill has an upper limit. 
The qu es t io n  then becomes "what is an ex cessive profit?"
We don't know he said. A n o t h e r  thing he wanted to mention, 
The impact: of this bill may be a side effect that could 
r estric t new credit or credit extension. He hoped to have 
for the co m mi tt ee  a co mp r eh e ns iv e  breakdown of the state's 
policy and what they've done, for any subsequent hearings.
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th ou g h t we should examine the state of Washi ng ton's 
h i s t o r y  on it. If you make a subse quent loan with in g the
p ar a me t er s of 18% interest, there is Y amount of profit or
mon eys above expenses, when you redu ce  it to 15 or 12 %
you redu ce the nu mb e r Y, it means that po s si bl ib ly you
might have to tighten up your credit a p plicat io n procedures. 
He didn't know whe th e r that could be quanti fi e d or not, 
tha t's w hy  we need to re se a rc h  the State of Wash.' s e x­
perience. A n ot h er  thing, he said, we in A l a sk a  like to 
t hink that we are unique, and nine times out of 10 we're 
not, but one interesting thing he noted was that when 
B an k a me r ic ar d  got started here in A l as k a it came in for 
some rough sledding right at the beginning. The reason 
it did was because the na ti onal tre nd  that outfits like 
B an k a me r ic ar d  use to account for a lot of their profit is 
the interest charge, In A l a s k a  it was found that we 
seem ed to have two kinds of people, the people who paid 
right on time within 30 days, and people who never paid.
The re was very little middle ground. This middle group 
pays a service charge or interest after 30 days and that 
is whe re most of the profit is made.

Mr. Wolfe from Wolfe's Home Furnishings was here to speak 
for himself. From indications he has had from several 
c om p an ie s that buy his paper,that  if this bill passes, they 
w ou ld  not only be very cautiou s on which accounts they do 
take, but that probably  they wo ul d ask for a discount on 
his priciple paper so that in m argi na l pril'its areas it 
would be disco un te d about 5%. lie said he didn't beleive
a ny bu si ne s s could stand this. It is quite evident in W a s h­
ington he said what has h a p p e n e d  to stores, since the bill 
passed there. One of the largest ap pl iance stores in the 
N or thwest has over  6 stores and now they are co mpl etely out 
of business. They claim th at  this bill killed them.
T here are ma n y  other bus inesses that do not have the 
h ig h  profit items that would suffe r tremendously if it should 
go into effect, not be cau se (hey didn't get the interest, 
but because of the discount they had to take on the 
initial sale to get rid of the paper, and that would 
be p a r t ic u la rl y  hard for the sm a ll e r businesses in our 
state. Ilis business is b m  icly cen te r ed  on installment 
contrac ts, probabLy 70% of his sales are involved in 
installment plans. There w ould be no more 60 to 99 day 
con tracts. Mr. Fink a s ke d him if he carried his own 
paper, and Mr. Wolfe a nswe re d that he did, whereupon Mr. Fink 
asked if he used B ankamer ic ar d and Mast e ro h ar g o or does 
he sell his contracts to a bank or credit company? Mr. Wolfe 
an sw e re d  that c om p et i t i o n d e m a n d s  that they accept any kind 
of credit. These ho w ev er  are all at a discount to the 
dealer1, they also have thier own co ntracts which he sells 
to the bank. Hr. Fink asked if t h e y (Bankamericard etc.) d i s­
count ed his paper' of do they take an interest discount? Yes. 
So they are making 18% plus what they di sount to the dealer.

Don Magnus so n read testimony which is atta ched to this.



A L A S K A  M O B I L E  H O M E  A S S O C I A T I O N  

505 W .  Northern Lights Blvd. 

Anchorage, Alaska 99503

February 15, 1975

Rep. B o b  Bradley

C h a i r m a n  H o u s e  C o m m e r c e  C o m m i t t e e  

P o u c h  V

Juneau, Alaska 99801 w Re: H B - 4 6

D e a r  Bob:

T h e  Alaska Mobile H o m e  Association is m u c h  a l a r m e d  over H B-46, which would 

limit the interest rates that could be charged by lending institutions for installment 

loans. T h e  mobile h o m e  industry is totally dependent upon such loans for all sales 

of mobile h o m e s .

W e  consider this bill extremely dangerous to us. W e  have been advised by our 

regular lending institutions that should this bill b e c o m e  law, that no loan funds 

would be available for mobile h o m e  loans. Available funds would be channeled 

to m o r e  advantageous loans, such as c o m m e r c i a l  and mort g a g e  loans. It is clear 

that passage of this bill would put all the mobile h o m e  dealers in the state c o m ­

pletely out of business.

At the present time mobile h o m e  sales are running at about 60 per m o n t h  in Alaska. 

At $20,000 average price for unit, this a m o unts to a $14.4 million per year indus­

try, and growing. Several thousand persons m a k e  their living in this industry, and 

thousands m o r e  depend on it for their housing. T h e  consequences of bringing mobile 

h o m e  sales to a halt would be disastrous indeed.

Enclosed ai'e a couple of s a m p l e  letters f r o m  local banks. I suspect the s a m e  p r o­

bl e m s  would be encountered by other sectors of the e c o n o m y ,  such as automobiles 

recreational vehicles, boats, and s n o w  machines.

T h e  Alaska Mobile H o m e  Association requests that this bill not be reported out of 

committee. W e  will have a representative present at your hearing at 8:00 A. M .  

W e d n e s d a y ,  February 26, in r o o m  203 A s s e m b l y  Building. If there is a change in

this schedule please notify m e .

Sincerely,

B e r n a r d  L. M a r s h ,  Executive Secretary 

Alaska Mobile H o m e  Association

cc: Gale Kincaid, President A M H A

B L M / a p
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G o r d o n  w. c a t c h i n g  February 4, 1975
V ice p resident a n d  Lo a n  O fficer

Mr. Bernard L. Marsh, Executive Secretary 
Alaska Mobile Heme Association 
505 W. Northern Lights Boulevard 
Anchorage, Alaska 99503

Dear Mr. Marsh:

We write to convey our feelings concerning House Bill #46, and par­
ticularly the disruptive affect that we believe the passing of such a 
’ ill might have on the Alaskan mobile home industry.

As you know, most mobile home dealers conclude the financing of their
sales .in their shop and have an arrangement whereby they may sell that con­
tract to their batik of account or to such other bant: as may be interested 
in purchasing the deal. It is difficult for me to foresee the time when 
contracts would be attractive to banks if financed under the provisions as 
limited by House Bill 46. The provision under line 24, which limits those 
loans that exceed $10,000 to a rate that would give an effective yield of 
less than 8% simple, would, in my opinion, render such contracts unsaleable, 
at least for the foreseeable future.

We are always concerned about legislation that might quite possibly 
force legitimate lenders out of a field of activity. If this happens, it 
seems that the illegitimate sources of financing tnen have a field day. It 
seems almost unbelievable that an interest rate structure would be proposed 
for mobile home financing, for example, that would place the yield at a 
lower rate than is now enjoyed by those who extend FHA or VA insured Loans.

Our concern is real. Not only for our own opportunities o  provide 
financing at realistic rates, but for those sellers of goods who must Liave
a place to finance the wares they sell.

GWC/pm
Vice President



T H E  F I R S T  N R T I O N H L  B A N K  O F  A N C H O R A G E

February 6, 1975

Mr. Bernard L. Marsh.

Executive Dire c t o r  

A laska M obile Home Association 

505 W. Northern Lights 

Anchorage, A laska 99503

D e a r  Mr. Marsh:

In answer to y o u r  letter dated February 5, 1975, concerning the HB 46, 

w h i c h  was introduced b y  Rep. T o m  Fi n k  and assigned to the Commerce 

C o mmittee for hearing, th.is b a n k  has taken steps and contacted the 

bank's representative Mr. Ken Hume. From our interpretation of the 

Bill, w e  are definitely against this proposal and have taken steps to 

p r o tect our interest. '

- ^ ^ i c e  President

RUSrjst

The First National Bank of Ancho ra ge  • P.O. Box 7 2 0  • Anchorage, Alaska 9 9 5 1 0



Mailing Address:
P. O. Drawer W  
Santa Barbara, CA 93102 
Phone: (805) 9S5-659I 
Telex: 653-450

19 East Ortega Street Santa Barbara, Cal i fo rn ia  

F e b r u a r y  1 9 ,  1975

M r .  D o n a l d  R .  M a g n u s s o n  

E x e c u t i v e  D i r e c t o r  

ALASKA R E T A I L  A S S O C IA T IO N  

c / o  B a r a n o f  H o t e l  

J u n e a u ,  A l a s k a  99801

D e a r  M r .  M a g n u s s o n :

I am w r i t i n g  t h i s  l e t t e r  t o  p u t  f o r t h  o u r  s t r e n u o u s  o b j e c t i o n s  t o  an y  r  g u l a t i o n  

by t h e  S t a t e  o f  A l a s k a  to  l i m i t  c o n s u m e r  f i n a n c i n g  i n t e r e s t  r a t e s  t o  l e s s  t h a n  

187; A n n u a l  P e r c e n t a g e  R a t e  on b a l a n c e s  l e s s  th a n  $ 1 , 0 0 0  and 12% A n n u a l  P e r c e n t a g e  

R a t e  f o r  t h a t  p o r t i o n  o f  a c o n t r a c t  o v e r  $ 1 , 0 0 0 .

Ou r  compan y  h a s  e i g h t  s t o r e s  i n  C a l i f o r n i a  an d  o n e  s t o r e  i n  A n c h o r a g e ,  A l a s k a  and 

ha s  b e e n  i n  b u s i n e s s  u n d e r  th e  same m a n a g e m e n t  s i n c e  1 9 4 5 .  A p p r o x i m a t e l y  80%  o f  

o u r  b u s i n e s s  i s  d o ne  on c r e d i t  w h i c h  p r o v i d e s  a much n eed e d  s e r v i c e  t o  t h e  commu­

n i t y .  D u r i n g  t h e  y e a r s  o f  1 9 6 9 ,  1970 and  1971 we o p e r a t e d  o n e  s t o r e  i n  t h e  c i t y  

o f  B r e m e r t o n ,  W a s h i n g t o n .  We had d o n e  some m a r k e t  r e s e a r c h  and d e t e r m i n e d  t h a t  

B r e m e r t o n  had a p o p u l a t i o n  p r o f i l e  w h i c h  w o u l d  b e  i d e a l l y  s u i t e d  t o  a c r e d i t  

f u r n i t u r e  o p e r a t i o n  s u c h  a s  o u r s .  O p e n i n g  t h e  s t o r e  was  an  e x p e r i m e n t  to d e t e r ­

m in e  i f  t h e  S t a t e  w o u l d  h a v e  o p p o r t u n i t i e s  f o r  f u t u r e  e x p a n s i o n .

S o m e t im e  s h o r t l y  a f t e r  we o p en ed  o u r  B r e m e r t o n  s t o r e ,  t h e  W a s h i n g t o n  S t a t e  

L e g i s l a t u r e  p a s s e d  a l a w  l i m i t i n g  t h e  i n t e r e s t  r a t e  on c o n s u m e r  f i n a n c i n g  f o r  

o u r  t y p e  o f  r e t a i l i n g  t o  12% A nn ua l  P e r c e n t a g e  R a t e .  As you may know,  the  Unruh 

A c t  i n  t h e  S t a t e  o f  C a l i f o r n i a  p r o v i d e s  f o r  18% APR f o r  b a l a n c e s  l e s s  t h a n  $ 1 , 0 0 0

and 1 ? "  A PR  f o r  t h a t  p o r t i o n  o f  t h e  amoun t  f i n a n c e d  w h i c h  i s  o v e r  $ 1 , 0 0 0 .

h o p i n g  t h a t  we c o u l d  s t i l l  g e n e r a t e  a r e t u r n  on i n v e s t m e n t  s u f f i c i e n t  to r e m a i n  

i n  b u s i n e s s  i n  t h a t  s t a t e .  U n f o r t u n a t e l y ,  d u e  t o  t h e  i m p o s i t i o n  o f  t h e  i n t e r e s t  

l i m i t a t i o n  we had t o  c l o s e  t h a t  s t o r e , i n  J a n u a r y  o f  1972.

D u r i n g  p a r t  o f  th e  t i m e ,  I p e r s o n a l l y  w as  m a n a g i n g  t h e  B r e m e r t o n  s t o r e  so  I c a n  

g i v e  y o u  my e x p e r i e n c e s  f i r s t  hand w h i c h  l e d  t o  o u r  d e c i s i o n  t o  s t o p  d o i n g  b u s i n e s s  

in W a s h i n g t o n .

Wilson's —  in Santa Rosa - Petaluma - UUinh 

—  in SjuaJLa M a a ic a  - Q a n a id  • S a n k  P j u I J  • Santa Maria - San Luis Obispo • Lompoc SimiL- Anchorage. Alaska



Mr. Donald R. Magnusson
February 19, 1975
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We h a v e  t h r e e  b a s i c  o b j e c t i o n s  t o  a n y  a t t e m p t  t o  l i m i t  t h e  i n t e r e s t  r a t e ,  two  o f  

w h i c h  h a v e  t o  do w i t h  t h e  a f f e c t s  o f  s u c h  a l a w  on t h e  p u b l i c  and t h e  t h i r d  h a v i n g

t o  do w i t h  t h e  a b i l i t y  o f  a b u s i n e s s  t o  g e n e r a t e  t h e  p r o f i t  n e c e s s a r y  t o  r e m a i n  i n

o p e r a t i o n  c o m p a r ed  to o t h e r  a l t e r n a t i v e s .

T a k i n g  e a c h  o b j e c t i o n  i n d i v i d u a l l y :

— -X , .  1 .  L o w e r i n g  t h e  i n t e r e s t  r a t e  a d d s  t o  i n f l a t i o n :

E n c l o s e d  a r e  two a d v e r t i s i n g  c i r c u l a r s  f r o m  . J a n u a r y  o f  1970 ( t h e y  

w e r e  p i c k e d  a t  r and om  -  a l l  o t h e r s  d e m o n s t r a t e  t h e  same p o i n t ) .

The one  w i t h  t h e  l o w e r  p r i c e s  i s  t h e  c i r c u l a r  w h i c h  we d i s t r i b u t e d  

i n  C a l i f o r n i a .  The o n e  w i t h  t h e  h i g h e r  p r i c e s  i s  th e  o n e  w h i c h  we 

d i s t r i b u t e d  i n  B r e m e r t o n ,  W a s h i n g t o n .  The s o l e  r e a s o n  f o r  th e  

d i f f e r e n c e  i n  t h e s e  p r i c e s  w a s  t h a t  i t  was  an a t t e m p t  on o u r  p a r t

t o  c o m p e n s a t e  f o r  t h e  r e d u c t i o n  i n  i n t e r e s t  income b y  m a k in g  a

l a r g e r  g r o s s  p r o f i t  on t h e  m e r c h a n d i s e  i t s e l f .  I know f o r  a f a c t  

t h a t  t h i s  p r a c t i c e  was  n o t  l i m i t e d  t o  M c M a h a n ' s  and t h a t  o t h e r  m a j o r  

c h a i n s  and m e r c h a n d i s e r s  f o l l o w e d  e x a c t l y  t h e  same s t r a t e g y .  F o r  

e x a m p l e ,  one  month we d i s t r i b u t e d  a c i r c u l a r  w h i c h  was p r o d u c e d  by 

a m a n u f a c t u r e r .  T h i s  c i r c u l a r  was d i s t r i b u t e d  n o t  o n l y  by  M c M a h a n ' s  

b u t  by  o t h e r  m e r c h a n d i s e r s  i n  W a s h i n g t o n  and C a l i f o r n i a  and  t h e r e  w as  

a s i m i l a r  p r i c e  d i f f e r e n t i a l  b e t w e e n  t h e  C a l i f o r n i a  p r i c e s  and  t h e  

W a s h i n g t o n  p r i c e s .  L e t  me e m p h a s i z e  t h a t  t h i s  d i f f e r e n t i a l  w as  n o t  

a r e s u l t  o f  t h e  a d d ed  f r e i g h t  s i n c e  t h a t  d i f f e r e n c e  w as  a l m o s t  i n s i g ­

n i f i c a n t ,  b u t  was  s o l e l y  an  a t t e m p t  on t h e  p a r t  o f  r e t a i l e r s  to  o f f ­

s e t  th e  l o w e r  i n t e r e s t  r a t e s .

n o t e  t h a t  t h e  c a s h  pu r c h a s e r  s u f f e r s  s i n c e  u n d e r  c u r r e n t  laws we 

c a n n o t  o f f e r  a d i s c o u n t  f o r  c a s h .  T h e r e f o r e ,  t h e  c a s h  p u r c h a s e r  

e n d s  up p a y i n g  t h e  h i g h e r  p r i c e  Tor  t h e  m e r c h a n d i s e .

— — 2.  A 1 i mi t a t  i o n  on  t h e  i n t e r e s t  r a t e  d i s c r i m i n a t es  a g a i n s t  t h e  m a r g i n a l  

/  c r e d i t  b u y e r :

1 s u s p e c t  t h a t  o n e  o f  t h e  i n t e n t i o n s  o f  th e  W a s h i n g t o n  S t a t e  L e g i s l a t u r e  

was t o  g i v e  t h e  c r e d i t  p u r c h a s e r  a b r e a k ;  u n f o r t u n a t e l y , t h e  e x a c t  r e v e r s e

occur iii th i. tb-' marginal credit, buy jr ( •  o(v. • /«;,j , ...(jj the f i ■ ! i I

K n o w in g  t h a t  t h e r e  i s  a d i m i n i s h e d  p r o f i t  i n  t h e  c r e d i t  o p e r a t i o n ,  o n e  

m u s t  be com e e s p e c i a l l y  d i s c r i m i n a t i n g  in  g r a n t i n g  c r e d i t ,  fo g i v e  y o u  

a s p e c i f i c  e x a m p l e :  In D e c e m b e r  o f  1970 we t u r n e d  down 1 4 . 1 %  o f  t h e

a p p l i c a n t s  f o r  c r e d i t  in t h e  s t a t e  o f  W a s h i n g t o n  and o n l y  8 . 7 %  f o r  a l l

t i i e  c r e d i t  a p p l i c a n t s  in t h e  s t a t e  o f  C a l i f o r n i a .  T h a t  i s  to s a y ,  t i i a t

we had t o  t u r n  down 5% mo r e  p e o p l e  in W a s h i n g t o n  due* t o  t h e  f a c t  t h a t  we

c o u T c P t a F e  T e s s  r i s k s  in  a p p r o v i n g  c r e c I T t  s T n c e  t h e r e  was a s m a l l e r  m a r g i n

b e t w e e n  t h e  c o s t  o f  c r e d i t  an d  c r e d i t  income t o  o f f s e t  c r e d i t  l o s s e s  d u e  

to bad d e b t s .
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3 .  A l o w e r  r e t u r n  on i n v e s t m e n t  makes  d o i n g  b u s i n e s s  i n  a s t a t e  w i t h  

an i n t e r e s t  l i m i t a t i o n  l e s s  a t t r a c t i v e  t h a n  s t a t e s  w i t h  no s u c h  

1 i mi ta t io~nT "

To make t h i s  p o i n t  c l e a r ,  l e t  me c i t e  a s p e c i f i c  e x a m p l e :  Our

s t o r e  i n  B r e m e r t o n ,  W a s h i n g t o n  d i d  a p p r o x i m a t e l y  t h e  same amoun t  

o f  b u s i n e s s  a s  o u r  s t o r e  in  S i m i ,  C a l i f o r n i a  and  b o t h  s t o r e s  i n  

D ec em b er  o f  1970 had  a n  a l m o s t  i d e n t i c a l  o p e r a t i n g  p r o f i t .  We 

d e f i n e  o p e r a t i n g  p r o f i t  a s  t h a t  p r o f i t  b e f o r e  a n y  c r e d i t  o p e r a t i o n  

i s  t a k e n  i n t o  c o n s i d e r a t i o n  i n c l u d i n g  i n t e r e s t  in c o m e  and i n t e r e s t  

e x p e n s e .

Tile n e t  p r o f i t ,  h o w e v e r ,  was  s i g n i f i c a n t l y  d i f f e r e n t  i n  t h a t  t h e  

B r e m e r t o n  s t o r e  l o s t  money w h e r e a s  t h e  S i m i  s t o r e  made money .  T h i s  

made t h e  s t a t e  o f  W a s h i n g t o n  v e r y  u n a t t r a c t i v e  t o  u s .

Some o t h e r  f i g u r e s  w h i c h  may b e  o f  i n t e r e s t  and  u n d e r s c o r e  t h i s  

p r o b l e m  a r e  t h a t  t h e  r a t i o  i n  D ec em b er  o f  1970 b e t w e e n  i n t e r e s t  

i n c o m e  an d  a c c o u n t s  r e c e i v a b l e  was . 8 %  i n  B r e m e r t o n  w h e r e a s  i t  was

1 . 3 3  i n  t h e  C a l i f o r n i a  s t o r e s .  C o m p a r i n g  i n t e r e s t  i n c o m e  a s  a p e r ­

c e n t a g e  o f  s a l e s ,  i t  was  5 . 1 3  i n  B r e m e r t o n  and 9 . 9 3  i n  S i m i .

As I h a v e  m e n t i o n e d ,  we c l o s e d  o u r  s t o r e  i n  J a n u a r y  o f  1972  i n  B r e m e r t o n  s i n c e  o u r  

e x p e r i m e n t  d i d  n o t  p r o v e  to  b e  a p r o f i t a b l e  o n e .  I c a n  h o n e s t l y  s a y  t h a t  o u r  o n l y  

r e a s o n  f o r  c l o s i n g  t h a t  s t o r e  was due t o  t h e  i n t e r e s t  r a t e  c e i l i n g ,  [ f  th e  S t a t e

o f  W a s h i n g t o n  w e r e  to r e p e a l  i t s  i n t e r e s t  r a t e  l i m i t a t i o n  and e n a c t  a s t a t u t e

s i m i l a r  t o  t h e  o n e  in C a l i f o r n i a ,  o r  t h e  e x i s t i n g  one  i n  t h e  s t a t e  o f  A l a s k a ,  we

w o u l d  n o t  h e s i t a t e  to r e o p e n  s t o r e s  i n  t h e  s t a t e  o f  W a s h i n g t o n .

In  c l o s i n g  t h e  s t o r e ,  we had to l a y o f f  a p p r o x i m a t e l y  te n  e m p l o y e e s  an d  I f e e l  t h a t  

t h e r e  a r e  many p e o p l e  in  t h e  S t a t e  and in B r e m e r t o n  i n  p a r t i c u l a r ,  who a r e  n o t  a b l e  

t o  t a k e  a d v a n t a g e  o f  t h e  s e r v i c e  p r o v i d e d  by a c r e d i t  f u r n i t u r e  b u s i n e s s  su ch  a s  

o u r s .

1 u n d e r s t a n d  t h a t  t h e  A l a s k a n  l e g i s l a t u r e  i s  c o n s i d e r i n g  l o w e r i n g  t h e  i n t e r e s t  r a t e  

f ro m  183 down t o  1 5 3 .  L e t  me e m p h a s i z e  t h a t  a n y  s u c h  r e a d j u s t m e n t  w o u l d  h a v e  c o n ­

s e q u e n c e s  s i m i l a r  t o  t h o s e  I h a v e  o u t l i n e d  a b o v e .

1 . <•.: d e i u j h 1. t.<> b • d o i n g  r> r; in ess. in  A l a s k a  and p l a n  to  o ' v n  two a d d i t i o n a l

1 j • • < w "  in d i e  '!•»•.k t w e n t y  -nr  ii.iip . h s ,  on ■ , or • in A n c h o r A y o  .-•:h1 * n  a d d i  1.1 ana I 

s c o r e  in  F a i r b a n k s .  C e r t a i n l y ,  i f  t h e  c o n s u m e r  i n t e r e s t  r a t e  w e r e  l o w e r e d  vie w o u ld  

r e c o n s i d e r  o u r  d e c i s i o n  and  i t  i s  e n t i r e l y  p o s s i b l e  that ,  we w o u l d  be  f o r c e d  t o  c l o s e  

o u r  b u s i n e s s  i n  A n c h o r a g e  j u s t  as  we w e r e  f o r c e d  to  c l o s e  o u r  b u s i n e s s  in B r e m e r t o n ,  

W a s h i n g t o n .  T h i s  w o u l d  b e  e x t r e m e l y  u n f o r t u n a t e  n o t  o n l y  f rom t h e  c o m p a n y ' s  s t a n d ­

p o i n t  b u t  f r o m  t h e  p u b l i c ' s  s t a n d p o i n t  i n  t h a t  we w o u l d  h a v e  t o  l a y o f f  t h e  f i f t e e n  

p e o p l e  whom we e m p l o y e e  i n  o u r  A n c h o r a g e  s t o r e  and th e  p e o p l e  who c u r r e n t l y  e n j o y  

r e c e i v i n g  c r e d i t  f r om o u r  company w o u l d  p r o b a b l y  n o t  b e  s e r v e d .
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I f  I may be  o f  a n y  f u r t h e r  h e l p  i n  a n s w e r i n g  a n y  q u e s t i o n s  o r  p r o v i d i n g  more  

m a t e r i a l ,  p l e a s e  d o n ' t  h e s i t a t e  t o  l e t  me know s i n c e  we a r e  q u i t e  a n x i o u s  t h a t  

t h i s  r e g u l a t i o n  n o t  be  p a s s e d .

V e r y  t r u l y  y o u r s ,

S c o t t  W i l s o n  

P r e s i d e n t

SW/gm

E n c l o s u r e s



S T A T E M E N T  O F  

D O N  M A G N U S O N  

E X E C U T I V E  D I R E C T O R  O F  A L A S K A  R E T A I L  A S S O C I A T I O N

H O U S E  B I L L  4 6

H O U S E  B I L L  4 6  W O U L D  A M E N D  T H E  A L A S K A  R E T A I L  I N S T A L L M E N T  S A L E S  

A C T  B Y  R E D U C I N G  T H E  A L L O W A B L E  F I N A N C E  C H A R G E  T H A T  M A Y  B E  M A D E  

O N  A L L  R E T A I L  I N S T A L L M E N T  S A L E S .  W E  A R E  O P P O S E D  T O  H O U S E  B I L L  

4 6  F O R  T W O  P R I M A R Y  A N D  I N T E R R E L A T E D  R E A S O N S .

F I R S T ,  A S  A  D E V I C E  T O  L E G I S L A T E  E F F E C T I V E L Y  T H E  P R I C E  O F  C R E D I T  

I N  A N  A R E A  W H E R E  O T H E R  G O O D S  A N D  S E R V I C E S  A R E  S O L D .  I T  I S  I L ­

L U S O R Y  A T  B E S T .  U N L E S S  T H E  L E G I S L A T U R E  W A N T S  T O  E M B A R K  O N  A  

C O M P R E H E N S I V E  P R O G R A M  O F  S E T T I N G  P R I C E S  O N  A L L  O F  T H E  M E R ­

C H A N T ' S  G O O D S  A N D  S E R V I C E S ,  A N Y  R A T E  C E I L I N G  O N  R E T A I L  C R E D I T  

W O U L D  S I M P L Y  R E S U L T  I N  A N  E Q U I V A L E N T  I N C R E A S E  I N  T H E  P R I C E  O F  

O T H E R ,  U N R E G U L A T E D ,  G O O D S  A N D  S E R V I C E S .  T H E  P R E V A L E N T  R E T A I L  

R A T E  E S T A B L I S H E D  I N  T O E  C O M P E T I T I V E  M A R K E T  I N  A L A S K A  A N D  M O S T  

S T A T E S  I S  l - h %  P E R  M O N T H .  T H I S  I S  T R U E  E V E N  T H O U G H  S O M E  S T A T E S ,  

S U C H  A S  N E V A D A ,  U T A H ,  I L L I N O I S ,  K E N T U C K Y ,  O K L A H O M A  A N D  M A I N E ,  

E I T H E R  A L L O W  A  H I G H E R  C E I L I N G  T H A N  I -  1 / 2 %  O R  I M P O S E  N O N E  A T  

A L L .  C O M P E T I T I O N  I N  T H I S  A R E A  H A S  W O R K E D  A S  A N  E F F E C T I V E  D E ­

T E R M I N A N T  O F  R A T E  F O R  T H E  U L T I M A T E  B E N E F I T  O F  T H E  C O N S U M E R .

F U N D A M E N T A L L Y ,  Y O U  C A N N O T  S E T  T H E  P R I C E  O F  S U C H  C R E D I T  E F F E C T I V E ­

L Y  W I T H O U T  A  C O R R E S P O N D I N G  I N F L U E N C E  U P O N  T H E  P R I C E  O F  O T H E R  

G O O D S  A N D  S E R V I C E S  O F F E R E D  B Y  T H E  R E T A I L E R .



S E C O N D L Y ,  W E  F E E L  Y O U  S H O U L D  B E  I N F O R M E D  T H A T  M O S T  R E T A I L E R S  

A R E  N O T  Mfc TG  A  P R O F I T  O N  T H E I R  F I N A N C E  C H A R G E  R E V E N U E S .

C R E D I T  I S  E X T E N D E D  A S  A  M E A N S  O F  I N C R E A S I N G  S A L E S  V O L U M E  A N D  

T O  M E E T  C O M P E T I T I O N .

H C W E V E R ,  C O N T R A R Y  T O  P O P U L A R  I M P R E S S I O N ,  R E V E N U E  G E N E R A T E D  B Y  

F I N A N C E  C H A R G E S  I S  N O T  A  " B O T T O M  L I N E "  N E T  P R O F I T  F I G U R E .  S U C H  

R E V E N U E  I S  A  G R O S S  R E C E I P T  I T E M  A G A I N S T  W H I C H  R E T A I L E R S  M U S T  

D E D U C T  S U C H  C R E D I T  R E L A T E D  C O S T  I T E M S  A S  ( A )  T H E  C O S T  O F  

B O R R O W I N G  M O N E Y  F R O M  F I N A N C I A L  I N S T I T U T I O N S ;  ( B )  N E W  A C C O U N T  

D E V E L O P M E N T  A N D  C R E D I T  I N V E S T I G A T I O N S ;  ( C )  P A Y R O L L ;  ( D )  R E N T ;  

( E )  S U P P L I E S ;  ( F )  C O M P U T E R S  A N D  ( G )  C O L L E C T I O N  C O S T S  A N D  

W R I T E  O F F  O N  U N C O L L E C T I B L E  A C C O U N T S .  N U M E R O U S  E C O N O M I C  S T U D I E S  

( S O M E  O F  W H I C H  C A N  B E  M A D E  A V A I L A B L E  T O  Y O U )  C L E A R L Y  S H O W  T H A T  

F O R  M O S T  R E T A I L E R S  S U C H  C O S T S  E X C E E D  T H E I R  F I N A N C E  C H A R G E  

R E V E N U E S .  H B  4 6  W O U L D  F U R T H E R  R E D U C E  S U C H  R E V E N U E S  S U B S T A N ­

T I A L L Y  B E L O W  T H E  E X I S T I N G  C O S T  S T R U C T U R E .

T H E  S T A T E  O F  W A S H I N G T O N  O F F E R S  A  F A I R  E X A M P L E  C)F T H E  A D V E R S E  

E C O N O M I C  C O N S E Q U E N C E S  T H A T  F O L L O W  A N  A R T I F I C I A L L Y  I M P O S E D  L O W  

R A T E  C E I L I N G .  I N  T H E  G E N E R A L  E L E C T I O N  O F  N O V E M B E R  1 9 6 8 ,  

W A S H I N G T O N  V O T E R S  A P P R O V E D  A  M E A S U R E  S I M I L A R  T O  T H A T  S E T  F O R T H  

B Y  IIB 4 6 .  T H E R E A F T E R ,  I N  1 9 7 0 ,  T H E  G R A D U A T E . S C H O O L  O F  

B U S I N E S S  O F  T H E  U N I V E R S I T Y  O F  W A S H I N G T O N  P U B L I S H E D  A  R E P O R T  

O N  T H E  I M P A C T  O F  T H I S  I N I T I A T I V E  U P O N  W A S H I N G T O N ' S  E C O N O M Y .

T H I S  R E P O R T  S E R V E S  A S  E V I D E N C E  T H A T  T H E  V O T E R ' S  P R E F E R E N C E  

F O R  A  L O W  R A T E  ( W H I C H  S O U N D S  A W F U L L Y  A P P E A L I N G  O N  I T S  F A C E )
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D ID N O T  G I V E  H I M  THE B E N EF I T DESIRED, E.G. A  LOW C O S T  OF 

CREDIT. A L T H O U G H  RETAILERS' RE SP ONSES V A R I E D  SOMEWHAT, IT 

W A S  C L E A R  T H A T  THE M A J O R I T Y  OF T H E M  R E A C T E D  BY R A I S I N G  PRICES 

ACROSS THE BOARD OR O N  C R E D I T - S E N S I T I V E  ITEMS. THE  REPO RT  

STATES O N  PAGE 24-25 THAT:

". . . THE M A J O R I T Y  (56%) O F  RET AI LE R S SA ID  T HA T  T H E Y  RAISED

PRICES O N  A L L  M E R C H A N D I S E  ON T H E  A V E R A G E  OF 5 %  IN RE SPONSE 

TO THE PAS SA GE  O F  THE I NI TI AT IV E 245."

F U R T H E R :

‘‘. . . S I X T Y - F O U R  PERCENT OF F U R N I T U R E  A N D  A P P L I A N C E  DEALERS SAID

TH AT  T H E Y  R A I S E D  PRICES ON 'CREDIT-SENSITIVE' ITEMS. THIRTY- 

ONE P E R CE NT  OF D E P A R T M E N T  S T ORES SAI D T H A T  T H E Y  D I D  THE SAME.""

IT W A S  A L S O  S I G N I F I C A N T  FROM THIS R E P O R T  T H A T  THERE W A S  A 

T IG HT E N I N G  OF C R E D I T  O N  THE L OWER END OF THE ECONOMIC SCALE 

W H I C H  D U R I N G  TH ES E TIMES W O U L D  IMPOSE S U B S T A N T I A L  PROBLEMS 

FOR LOW I NCOME CONSUMERS. I U N D E R S T A N D  TH AT  O T H E R  ECONOMIC 

STUDIES SUCH AS P R O F E S S O R  G E N E  LYNCH'S S T U D Y  ON THE ARKANSAS 

SITUATION, A N D  P RO FE SS O R S T U C K I 'S R E P O R T  IN UTAH SUBSTANTIATES 

THE U N I V E R S I T Y  OF W A S H I N G T O N ' S  REPORT.

YOU M I G H T  A L S O  BE INTERE ST ED  IN THE C O N G R E S S I O N A L L Y  FUNDED 

S T U D Y  T H A T  W A S  P U B L IS HE D BY THE N A T I O N A L  C O M M I S S I O N  ON 

C O N S UM ER  F I NA NC E ENT IT LE D "CONSUMER C R E D I T  IN THE U N IT ED  STATES". 

A L T H O U G H  THIS S T U D Y  R E L A T E D  TO THE ENTIR E BROAD S P E C T R U M  OF
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C O N S U M E R  C R E D I T ,  I T  I S  S I G N I F I C A N T  T H A T  A S  T O  T H E  I S S U E  R A I S E D  

B Y  H B  4 6 ,  T H I S  C O M M I S S I O N  S T A T E D  T H E  F O L L O W I N G  O N  P A G E  1 0 7  O F  

I T S  R E P O R T :

" T H E R E  I S  N O  L O G I C A L  R E A S O N  T O  S E L E C T  A N Y  T Y P E  O F  P R O ­

D U C T  O R  S E R V I C E  S O L D  B Y  A  R E T A I L E R  A N D  L E G A L L Y  R E Q U I R E  

I T  T O  B E  S O L D  A T  A  L O S S .  W H E N  C R E D I T  I S  S E L E C T E D  A S  

T H E  R E Q U I R E D  L O S S  L E A D E R ,  T H E  B U R D E N  O F  S U B S I D Y  F A L L S  

P R I M A R I L Y  O N  C A S H  B U Y E R S ,  S O M E  O F  W H O M  M A Y  H A V E  B E E N  

U N A B L E  T O  O B T A I N  C R E D I T .  T H U S  S T A T E  L A W S  T H A T  P U T  T H E  

P R I C E  O F  C R E D I T  B E L O W  C O M P E T I T I V E  R A T E S  A R E  F O R C I N G  

B O T H  T H E  W E A L T H Y  A N D  T H E  L E S S  A F F L U E N T ,  W H O  D O  N O T  U S E  

O R  C A N N O T  O B T A I N  C R E D I T ,  T O  S U B S I D I Z E  T H E  U S E  O F  C R E D I T  

B Y  O T H E R S .  S U C H  L A W S  A L S O  A T T E M P "  T O  D I S C O U R A G E  T H O S E  

W H O  C A N  O B T A I N  C R E D I T  F R O M  U S I N G  C A S H  T O  B U Y  G O O D S .  I N  

T H E  C O M M I S S I O N ' S  V I E W ,  L O W E R I N G  R A T E  C E I L I N G S  O N  R E ­

V O L V I N G  C R E D I T  B E L O W  1 - 1 / 2 %  P E R  M O N T H  H A S  O N  B A L A N C E  

B E E N  C O N T R A R Y  T O  T H E  B E S T  I N T E R E S ' 1 O F  C O N S U M E R S . "

T H E  C E N T R A L  P O T , I C Y  I S S U E  T H E R E F O R E  I S  W H O  S H O U L D  P A Y  F O R  

T H E  C O S T  O F  E X T E N D I N G  C R E D I T .  W E  B E L I E V E  T H A T  T H O S E  W H O  

U T I L I Z E  T H E  S E R V I C E  O F  C R E D I T  S H O U L D  B E A R  T H E  C O S T  B U R D E N .

T H I S  O B J E C T I V E  H A S  B E E N  L A R G E L Y  R E A L I Z E D  T O D A Y  I N  A L A S K A .

IIB 4 6  C O U L D ,  I N  L I G H T  O F  N U M E R O U S  E C O N O M I C  S T U D I E S ,  S H I F T  

T H A T  C O S T  D U R D E N  T Q  T H O S E  W H O  D O  N O T  W I S H  T O  P U R C H A S E  O N  

C R E D I T .

C R E D I T  B U Y I N G  T O D A Y  I S  A N  E S T A B L I S H E D  F A C T  O F  E C O N O M I C  L I F E .

I T  H A S  B E E N  A  M A J O R  F A C T O R  B Y  W H I C H  S U B S T A N T I A L  E C O N O M I C
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G R O W T H  H A S  B E E N  A C H I E V E D  I N  T H I S  C O U N T R Y .  T H E  S Y S T E M  C E R T A I N L Y  

H A S  I T S  C R I T I C S  A N D  I N D I V I D U A L  E X A M P L E S  O F  C R E D I T - A B U S E  C A N  

B E  C I T E D .  H O W E V E R ,  W E  B E L I E V E  T H A T  B E F O R E  T H I S  C O M M I T T E E  

E S T A B L I S H E S  A  L O W  P R I C E  C E I L I N G  F O R  C R E D I T ,  W I T H  I T S  A T T E N D A N T  

A D V E R S E  C O N S E Q U E N C E S ,  I T  O U G H T  T O  B E  A W A R E  O F  T H E  S U B S T A N T I A L  

B O D Y  O F  E C O N O M I C  O P I N I O N  D E A L I N G  W I T H  T H E  A D V E R S E  R E S U L T S  

G E N E R A T E D  B Y  L O W  R A T E  C E I L I N G S .

I N  C O N C L U D I N G ,  I H A V E  T A K E N  T H E  L I B E R T Y  O F  A T T A C H I N G  T O  M Y  

S T A T E M E N T  A  S U M M A R Y  S T A T E M E N T  A U T H O R E D  B Y  P R O F E S S O R  L Y N C H  

O F  T H E  U N I V E R S I T Y  O F  A R K A N S A S  O N  T H E  E C O N O M I C  I M P A C T  O F  T H E  

W A S H I N G T O N  R A T E  C E I L I N G  U P O N  T H A T  S T A T E ' S  E C O N O M Y .

M a g n u s o n  2/26/75
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• Summary S t a t e m e n t

ADO PT IO N  OF I N I T I A T I V E  245 HAS IMPOSED MAJOR P E N A L T I E S :  UPWARD P R I C E  P R E S S U R E ,  

REDUCED C R E D I T  A V A I L A B I L I T Y .  SMALL MERCHANT P R O F I T  S Q U E E Z E ,  AND L O S S  OF B U S I N E S S  

FROM T H E  S T A T E .

T h e  maximum o n e  p e r c e n t  m o n t h l y  s e r v i c e  c h a r g e  i m p o s e d  on  v a r i o u s  t y p e s  o f  c o n s i m i s r  

c r e d i t  b y  p a s s a g e  o f  I n i t i a t i v e  245 i n  N ovem ber  19 6 8  i s  i n d e f e n s i b l e  b o t h  i n  t h e o r y  

an d  i n  f a c t .  The N a t i o n a l  C o m m i s s i o n  on C o n s u m e r  F i n a n c e ,  i n  a n  e x h a u s t i v e  s t u d y  

t o  t h e  P r e s i d e n t  an d  t o  C o n g r e s s  s t a t e d ,  " F o r c e d  r e d u c t i o n  i n  t h e  d e c r e e d  maximum 

r a t e  on  r e v o l v i n g  c r e d i t  t o  10 p e r c e n t  p e r  annum ( o s  i n  A r k a n s a s )  o r  f r o m  1^  p e r c e n t  

t o  1 p e r c e n t ,  p e r  m o n t h  ( a s  i n  M i n n e s o t a ,  . . .  a n d  W a s h i n g t o n )  H a v e  a t w o f o l d  e f f e c t  

on c o n s u m e r s .  F i r s t ,  c r e d i t  s e l l e r s  may m a k e  l e s s  c r e d i t  a v a i l a b l e  . . .  o r  s e c o n d ,  

t h e y  may t r y  t o  m a k e  up t h e  l o s s  i n  i n c o m e  f r o m  some o t h e r  s o u r c e . "1 T he  C o m m i s s i o n  

f u r t h e r  n o t e d  t h a t ,  " . . .  o n  b a l a n c e ,  r a t e  c e i l i n g s  a r e  u n d e s i r a b l e  w he n  m a r k e t s  a r e  

r e a s o n a b l y  c o m p e t i t i v e . " 2  W i t h  o v e r  n i n e t y  c o m m e r c i a l  b a n k s  an d  l i t e r a l l y  h u n d r e d s  

o f  c r e d i t  u n i o n s ,  f i n a n c e  a n d  s m a l l  l o a n  c o m p a n i e s ,  a n d  r e t a i l  o u t l e t s  p r o v i d i n g  

c r e d i t  i n  t h e  S c a t e  o f  W a s h i n g t o n ,  c o m p e t i t i o n  a p p e a r s  t o  b e  a d e q u a t e .

THE R E S E R V E  OF SM ALL  A D J U S T M E N T S  TO 245 HAS B E E N  E X H A U S T E D .

S p e c i f i c  i m p a c t s  o f  I n i t i a t i v e  245 a r e  d o c u m e n t e d  i n  a  s t u d y  p u b l i s h e d  by  t h e  U n i ­

v e r s i t y  o f  W a s h i n g t o n  i n  1970^  and a r e  s u p p o r t e d  b y  c u r r e n t  i n f o r m a t i o n .  F i r m s  r e ­

p o r t  d i s c o n t i n u i n g  f r e e  c h e c k  c a s h i n g ;  c h a r g i n g  f o r  d e l i v e r i e s  o r  i n c r e a s i n g  c h a r g e s ;  

i n s t i t u t i n g  f e e s  f o r  l a y a w a y s ;  d i s c o n t i n u i n g  l a y a w a y s ;  o r  d i s c o n t i n u i n g  i n  W a s h i n g ­

t o n  w h i l e  m a i n t a i n i n g  s e r v i c e  i n  O r e g o n  and  I d a h o ;  e x a c t i n g  minimum s e r v i c e . c h a r g e s  

on  c h a r g e  a c c o u n t s ;  d i s c o n t i n u i n g  o p e n  c h a r g e  a c c o u n t s ;  an d  r e d u c i n g  e m p l o y e e  d i - -  

c o u n t s  o n  m a j o r  a p p l i a n c e s .  W h i l e  i n  some c a s e s  s e r v i c e s  o n c e  a v a i l a b l e  t o " c o n s u m e r s  

h a v e  b e e n  c o m p l e t e l y  e l i m i n a t e d ,  i n  o t h e r  c a s e s  t n e  c r e d i t  b u y e r  h a s  b e n e f i t e d  f r G m  

I n i t i a t i v e  245  by f o r c i n g  t h e  c o s t s  o f  m i s c e l l a n e o u s  s e r v i c e s  t o  b e a r  d i r e c t l y  on  

a l l  u s e r s .  U n d o u b t e d l y  t o o ,  l e n d e r s  s u b j e c t  t o  t h e  r a t e  l i m i t a t i o n  h a v e  b e c o m e  m o r e  

e f f i c i e n t  i n  a d m i n i s t e r i n g  c r e d i t .  C e r t a i n l y  many s m a l l  m e r c h a n t s ,  a s  r e p o r t e d  i n  

t h e  a t t a c h e d  L y n c h  s t u d y ,  h a v e  fo u n d  t e m p o r a r y  r e l i e f  b y  a c c e p t i n g  o n e  o r  m o r e  o f  

t h e  b a n k  c r e d i t  c a r d  p l a n s . 4

MAJOR IM P A C T S  OF 2 45  A R E  BOTH I N E Q U I T A B L E  AND D E T R IM E N T A L .

T h e  U o f  W s t u d y  n o t e d  t h e  f o l l o w i n g ,  " . . .  t h e  b u r d e n  o f  s u p p l y i n g  a s e r v i c e  ( c r e d i t )  

t h e  c o s t  o f  w h i c h  may e x c e e d  t h e  p r i c e  t h a t  c a n  b e  c h a r g e d  f o r  i t ,  seemed t o  h a v e  

f a l l e n  on  t h e  m e r c h a n t s  and  p o s s i b l y  t h e  b a n k s .  B a n k s  an d  m e r c h a n t s  h a v e  t a k e n  

many o f  t h e  s m a l l  s t e p s  t h a t  c a n  be  t a k e n  b u t  t h e i r  b a s i c  p r o b l e m  i s  s t i l l  u n r e s o l v e d  

b e c a u s e  i t s  s o l u t i o n  r e q u i r e s  m o r e  t h a n  t h a t .  The r a t e  c e i l i n g s  w i l l  h a v e  t o  b e  

r a i s e d  o r  b a n k s  an d  m e r c h a n t s  w i l l  h a v e  t o  r e d u c e  c o s t s  a n d / o r  i n c r e a s e  r e v e n u e s  

f r o m  o t h e r  s o u r c e s . A n d  t h e  N a t i o n a l  C o m m i s s i o n  r e p o r t  f l a t l y  s t a t e s ,  " T h e  e f f e c t  

. o f  r e s t r i c t i v e  r a t e  c e i l i n g s  i s  t o  l i m i t  t h e  num b er  o f  b o r r o w e r s  who q u a l i f y  f o r  

l e g a l  c r e d i t  and r e d u c e  t h e  am o u n i  o f  c r e d i t  s u p p l i e d .  S a l e s  c r e d i t  r a t e  c e i l i n g s  

may c a u s e  c r e d i t o r s  t o  s h i f t  a p o r t i o n  o f  t h e  f i n a n c e  c h a r g e  i n t o  t h e  c a s h  p r i c e  . . . "  

T h e  U o f  W s u r v e y  i d e n t i f i e d  n o t  o n l y  a n  i n c r e a s e  i n  r e j e c t i o n  r a t e s  on  new c r e d i t  

a p p l i c a n t s  a t  b a n k s ,  r e t a i l e r s ,  an d  a u t o  d e a l e r s ;  a f o r c e d  move o f  f i n a n c i n g  t o  

b a n k s ,  c r e d u  u n i o n s ,  and s m a l l  l o a n  c o m p a n i e s ;  b u t  a l s o  a n  i n c r e a s e  i n  c a s h  p r i c e s  

t o  m a i n t a i n  t o t a l  r e v e n u e  f r o m  s a l e s  ar.d t h e  p r o v i s i o n  o f  c r e d i t . '  T he  C o m m i s s i o n



' r e p o r t  s t a t e s ,  " R e t a i l e r s  m u s t  make a p r o f i t  on  t h e i r  t o t a l  s a l e s  o f  g o o d s  a n d  

s e r v i c e s  ( i n c l u d i n g  c r e d i t  s e r v i c e s )  t o  r e m a i n  i n  b u s i n e s s .  T h e  o n l y  r e a l  i s s u e  

' i s who  s h o u l d  b e a r  t h e s e  c r e d i t  c o s t s  —  c r e d i t  b u y e r s  o r  c a s h  b u y e r s . " 8  C r e d i t  

o p e r a t i o n s  o f  r e t a i l e r s ,  a t  b e s t ,  t y p i c a l l y  do n o t  c o v e r  c o s t s .  A  T o u c h e ,  R o s s ,  

B a i l e y ,  and  S m a r t  1967  r e p o r t  on  c o n s u m e r  c r e d i t  c o s t s  i n  W a s h i n g t o n  o n c e  a g a i n  

v e r i f i e d  t h a t  f a c t  —  n o t  o n l y  f o r  t h i r t y - d a y  a c c o u n t s  b u t  a l s o  f o r  r e v o l v i n g  c r e d i t  

a n d  l o n g - t e r m  i n s t a l l m e n t  a c c o u n t s . 3 O b v i o u s l y ,  p r o v i s i o n  o f  c r e d i t  by  r e t a i l e r s  

i s  c o n s i d e r e d  an i n d i s p e n s i b l e  s a l e s  t o o l .  A t  t h e  sa m e  t i m e ,  f u r t h e r  r e s t r i c t i n g  

r a t e s  c h a r g e a b l e ,  when  n o t  o f f s e t  by  o p e r a t i n g  e f f i c i e n c i e s  and s e r v i c e  r e p r i c i n g ,  

m u s t  b e  made up by  h i g h e r  s a l e s  p r i c e s  —  n o t  j u s t  f o r  c r e d i t  c u s t o m e r s  b u t  a l l  

c u s t o m e r s ,  i n c l u d i n g  t h o s e  i n c r e a s i n g l y  u n a b l e  t o  o b t a i n  c r e d i t .  T h e  U o f  W s u r ­

v e y  r e p o r t e d ,  " T h e  m a j o r i t y  o f  r e t a i l e r s  . . .  r a i s e d  p r i c e s  on  al_l_ m e r c h a n d i s e  on  

t h e  a v e r a g e  o f  5 p e r c e n t  i n  r e s p o n s e  t o  t h e  p a s s a g e  o f  I n i t i a t i v e  2 4 5 .  A u t o ­

m o b i l e  d e a l e r s  c o n t i n u e  t o  m a i n t a i n  g r o s s  m a r g i n s  b y  h i k i n g  a l l  a u t o  p r i c e s  a s  

r e v e n u e  f r o m  f i n a n c i n g  h a s  d e c l i n e d ; ' 1 a m a j o r  r e t a i l e r  c o n t i n u e s  t o  c h a r g e  $ 5 . 0 0  

m o r e  f o r  a p p l i a n c e s  i n  W a s h i n g t o n  t h a n  i n  O r e g o n  a n d  I d a h o .  I s  t h e r e  a n y  c o m p e l l i n g  

r e a s o n  why t h e  W a s h i n g t o n  e x p e r i e n c e  s h o u l d  d i f f e r  f r o m  t h a t  o f  o t h e r  s t a t e s  w i t h  

a r t i f i c i a l l y  lov/ r a t e s ?  I n  a n  e i g h t - s t a t e  p r i c e  s u r v e y  i n  1 9 6 8 ,  A r k a n s a s  ( w h i c h  

h a s  a  10 p e r c e n t  l i m i t )  w a s  f o u n d  t o  h a v e  h i g h e r  c a s h  p r i c e s  t h a n  n e i g h b o r i n g  s t a j e s  

w h i c h  h a v e  18 p e r c e n t  l i m i t s .  T h e  a v e r a g e  m a r k u p  a p p e a r e d  t o  b a b o u t  5 p e r c e n t . ' 2 

T h i s  i s  n o t  i n c o n s e q u e n t i a l .  S a l e s  v o lu m e  o f  W a s h i n g t o n  r e t a i l e r s  t y p i c a l l y  o r f e r -  

i n g  c r e d i t  h a s  b e e n  e s t i m a t e d  a t  j u s t  u n d e r  $5 b i l l i o n  i n  1 9 7 2 .  I f  o n l y  h a l f  o f  

t h e s e  had r a i s e d  t h e i r  p r i c e s  5 p e r c e n t  t h e  a d d e d  c o s t  t o  t h e  c o n s u m e r  w a s  c l o s e  t o  

$ 1 2 0  m i l l  i o n . 13

C O N D IT IO N S  HAVE NOT S T A 3 I L I Z E D ,  BUT CONTINUE  TO D E T E R I O R A T E .

W i t h  e v e r y  y e a r  t h a t  h a s  p a s s e d  s i n c e  a d o p t i o n  o f  I n i t i a t i v e  2 4 5 ,  t h e  t w e l v e  p e r c e n t  

l i m i t  i m p o s e s  f u r t h e r  h a r d s h i p  i n  t h e  f a c e  o f  r i s i n g  c o s t s .  T h e  p r i m e  r a t e . ,  a t  6 ^  

p e r c e n t  i n  D e c e m b e r  1 9 6 8 ,  now s t a n d s  a t  9lj p e r c e n t .  W i t h  i n f l a t i o n  e x p e c t e d  t o  b e  

a  c o n t i n u i n g  p r o b l e m ,  t h e r e  i s  e v e r y  r e a s o n  t o  e x p e c t  money  c o s t s  t o  r e t a i l e r s  —  

and t o  b a n k s  - -  w i l l  c o n t i n u e  a t  r e 1 a t i v e l >  h i g h  l e v e l s .  The c o s t  s q u e e z e  i n t e n s i ­

f i e s  a s  o p e r a t i n g  e f f i c i e n c i e s  a r e  m ore  d i f f i c u l t  t o  r e a l i z e ;  a s  s e r v i c e  r e p r i c i n g  

o p t i o n s  a r e  e x h a u s t e d ;  a s  f l e x i b i l i t y  t o  r a i s e  c a s h  p r i c e s  f u r t h e r  i s  l i m i t e d .  

P a r t i c u l a r y  i m p a c t e d  a r e  t h e  c o n s u m e r  who c a n  l e a s t  a f f o r d  t o  d o  w i t h o u t  c r e d i t  

and t h e  s m a l l  r e t a i l e r  w h o s e  c a s h  p r i c e  c e i l i n g  i s  s e t  b y  t h e  m a j o r s  o r  b o r d e r - s t a t e  

c o m p e t i t i o n . 14

C r e d i t  c a r d  c o m p e t i t i o n  among b a n k s  h a s  l o w e r e d  m e r c h a n t  d i s c o u n t s  s i n c e  1 9 6 8 .  I n ­

c r e a s i n g l y ,  h o w e v e r ,  t h e  s m a l l  m e r c h a n t  f a c e d  w i t h  c o n t i n u i n g  c o s t  h i k e s  i s  f i n d i n g  

W a s h i n g t o n  b a n k s  c a n  p a r e  d i s c o u n t s  no f u r t h e r  w i t h  s e r v i c e  c h a r g e s  r e s t r i c t e d .

E i t h e r  m e r c h a n t s  d i s c o n t i n u e  t h e  c r e d i t  o p t i o n  o r  s e n d  t h e i r  b u s i n e s s  o u t - o f - s t a t e ,  

w h e r e  l o w  d i s c o u n t s  a r c  o f f s e t  a g a i n s t  h i g h e r  s e r v i c e  c h a r g e s .  W h i l e  n o t  c o n c l u s i v e ,  

e v i d e n c e  s u g g e s t s  I n i t i a t i v e  2 45  i s  n o t  o n l y  l i m i t i n g  c r e d i t  a v a i l a b i l i t y  and  r a i s i n g  

c a s h  p r i c e s ,  b u t  a l s o  r e s t r i c t i n g  t h e  g r o w t h  o f  b u s i n e s s  i n  t h e  s t a t e .  B e t w e e n  1968  

and 1 9 7 1 ,  t h e  number  o f  a u t o  d e a l e r s  i n  W a s h i n g t o n  f e l l  7 p e r c e n t  w h i l e  t h e  n um b er  

i n  O r e g o n  f e l l  o n l y  2 p e r c e n t  a n d  i n  I d a h o  r e m a i n e d  e v e n .  E x c l u d i n g  d e a l e r s  i n  

K i n g  a n d  S n o h o m i s h  C o u n t i e s  ( w h i c h  s u f f e r e d  a r e c e s s i o n  i n  1969 a n d  1 9 7 0 )  t h e  number  

s t i i l  f e l l  by 7 p e r c e n t .  F o r  home f u r n i s h i n g s  d e a l e r s ,  t h e  number  i n  W a s h i n g t o n  

( e x c l u d i n g  K in g  a n d  S n o h o m i s h  C o u n t i e s )  r e m a i n e d  b a r e l y  l e v e l ,  w h i l e  c l i m b i n g  2 

p e r c e n t  i n  O r e g o n  a n d  3 p e r c e n t  i n  I d a h o . ^
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2 .  I b i d . ,  p .  1 0 3 .

3 .  G r a d u a t e  S c h o o l  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  U n i v e r s i t y  o f  W a s h i n g t o n ,  T h e  Impa c t  
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A n c h o r a g e ,  A l a s k a

G e n t l e m e n :

W e  h a v e  c o m p l e t e d  o u r  a n a l y s i s  o f  t h e  c o s t s  o f  c o n s u m e r  
c r e d i t  in r e t a i l  s t o r e s  i n  A l a s k a .  T h e  a n a l y s i s  is b a s e d  
o n  a s t u d y  o f  c o s t s  o f  c o n s u m e r  credit, f o r  t h e  S t a t e  o f  
W a s h i n g t o n  for t h e  f i s c a l  y e a r  e n d e d  J a n u a r y  31, 1 9 6 6  

p r e p a r e d  b y  T o u c h e ,  R o s s ,  B a i l e y  &  S m a r t ,  a n a t i o n a l  
a c c o u n t i n g  firm.

O u r  a n a l y s i s  u s e d  t h e  W a s h i n g t o n  d a t a  a s  c o m p i l e d  a n d  
s e t  f o r t h  in t h e  e n c l o s e d  r e p o r t ,  c o n v e r t i n g  t h e  d a t a  t o  
c o s t s  a n d  c o n d i t i o n s  f a c e d  b y  r e t a i l  m e r c h a n t s  d o i n g  b u s i n e s s  
i n  A l a s k a .  F o r  c o m p a r a t i v e  p u r p o s e s  w e  h a v e  i n c l u d e d  
s t a t i s t i c a l  r e s u l t s  o f  t h e  W a s h i n g t o n  s t u d y  w i t h  t h i s  

a n a l y s i s .  W e  u s e d  c o s t  c o n v e r s i o n  m e t h o d s  w h i c h  w e  d e e m e d  
c o n s e r v a t i v e  a n d  a p p r o p r i a t e  in s e t t i n g  f o r t h  c o s t s  o f  
c r e d i t  i n  t o t a l  a n d  b y  t y p e  o f  c r e d i t  a c c o u n t .

I n  o u r  o p i n i o n ,  b a s e d  o n  t h e  d a t a  c o m p i l e d  b y  T o u c h e ,
R o s s ,  B a i l e y  &  S m a r t  o f  t h e  c o s t s  o f  c o n s u m e r  c r e d i t  in 
r e t a i l  s t o r e s  i n  W a s h i n g t o n ,  t h e  a t t a c h e d  e x h i b i t s  a n d  
r e p o r t  c o m m e n t s  f a i r l y  p r e s e n t  a n  a n a l y s i s  o f  c r e d i t  c o s t s  
f or r e t a i l  m e r c h a n t s  d o i n g  b u s i n e s s  in A l a s k a .

C e r t i f i e d  P u b l i c  A c c o u n t a n t s
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C O N C L U S I O N ;

T h e  c o n c l u s i o n  t o  b e  d r a w n  f r o m  t h e  a n a l y s i s  o f  c o n s u m e r  c r e d i t  

c o s t s  i n  A l a s k a  i s  t h a t  p r o v i d i n g  c r e d i t  t o  t h e  c o n s u m e r  i s  

c o s t l y .  T h i s  c o n c l u s i o n  i s  i n  d i r e c t  c o n f l i c t  w i t h  t h e  c o m m o n  

o p i n i o n  t h a t  e x t e n d i n g  c r e d i t  i s  a  p r o f i t a b l e  b u s i n e s s  f o r  t h e  

r e t a i l e r .  A s  s e t  f o r t h  i n  E x h i b i t  I, t h e  a v e r a g e  c o s t  o f  

c r e d i t  p e r  $ 1 0 0 . 0 0  o f  c r e d i t  s a l e s  i s  $ 3 . 1 5  i n  e x c e s s  o f  r e v e n u e s  

d e r i v e d  f r o m  c r e d i t  c h a r g e s .  C r e d i t  c o s t s  f o r  A l a s k a  a r e  a p p r o ­

x i m a t e l y  1 9 %  h i g h e r  t h a n  W a s h i n g t o n ' s .

S C O P E :

T h e  b a s i c  s t u d y  p r e p a r e d  b y  T o u c h e ,  R o s s ,  B a i l e y  &  S m a r t  w a s  

c o n d u c t e d  o n  t h r e e  m a i n  t y p e s  o f  a c c o u n t s ;

(1) R e g u l a r  ( 3 0  d a y )  c h a r g e  a c c o u n t  -

T h i s  c a t e g o r y  c o m p r i s e s  t h o s e  c u s t o m e r  a c c o u n t s  o n  w h i c h  

n o  s e r v i c e  c h a r g e s  a r e  a s s o s s e d ,  b u t  w h i c h  r e q u i r e  p a y ­

m e n t  o f  t h e  a c c o u n t  b a l a n c e  w i t h i n  3 0  d a y s  o f  b i l l i n g  

d a t e .

(2) R e v o l v i n g  c r e d i t  a c c o u n t s  -

T h i s  c a t e g o r y  i n c l u d e s  t h e  m a n y  m u l t i - t r a n s a c t i o n ,  s m a l l  

u n i t  s a l e s  t y p e s  o f  a c c o u n t s  t h a t  p e r m i t  p a y m e n t  o f  t h e  

a c c o u n t  b a l a n c e  o v e r  a  p e r i o d  o f  s e v e r a l  m o n t h s .  A c c o u n t s  

o f f e r i n g  a n  o p t i o n  p a y m e n t  f e a t u r e ,  w h e t h e r  u s e d  o r  n o t ,  

a r e  i n c l u d e d  u n d e r  t h i s  c a t e g o r y .  S e r v i c e  c h a r g e  r a t e s  

u s e d  b y  t h e  p a r t i c i p a n t s  w o r e  c o n s i s t e n t ,  w i t h  a  1 - 1 / 2 %  

c h a r g e  o n  t h e  o u t s t a n d i n g  a c c o u n t  J i a l a n c o  a t  a  g i v e n  d a y  

o f  t h e  m o n t h .

(3) L o n g - t e r m  i n s t a l l m e n t  a c c o u n t s  -

T h i s  c a t e g o r y  i n c l u d e s  s e v e r a l  t y p e s  o f  a c c o u n t s  w h i c h  

a r e  b a s i c a l l y  s i m i l a r  a s  t o  l e n g t h  o f  c r e d i t  r e p a y m o n t  

t e r m s ,  u n i t  s a l e s  a c t i v i t y  a n d  t h e  s i z e  o f  e a c h  t r a n s a c ­

t i o n .  I n c l u d e d  i n  t h i s  c a t e g o r y  a r e  s p e c i a l  p r o m o t i o n a l  

3 0 - 6 0 - 9 0  d a y  a c c o u n t s  f o r  w h i c h  t h e r e  a r e  n o  s e r v i c e  

c h a r g e s .  F o r  t h e  o t h e r  t y p e s  o f  i n s t a l l m e n t  a c c o u n t s  t h e  

n u m b e r  o f  t r a n s a c t i o n s  h a n d l e d  p e r  y e a r  i s  s i g n i f i c a n t l y  

l o w e r  w h i l e  t h e  s i z e  o f  t h e  a v e r a g e  t r a n s a c t i o n  i s  s i g ­

n i f i c a n t l y  h i g h e r .  T h e  l e n g t h  o f  t h e  r e p a y m o n t  p e r i o d



S C O P E  ( c o n t i n u e d ) :

is a l s o  g e n e r a l l y  l o n g e r  t h a n  t h a t  for a r e v o l v i n g  c r e d i t  
a c c o u n t .  T h e  s e r v i c e  c h a r g e s  m a d e  f or i n s t a l l m e n t  a c c o u n t s
w e r e  n o t  u n i f o r m .

M E T H O D O L O G Y :

T h e  s t u d y  c r i t e r i o n ,  as u s e d  b y  T o u c h e ,  R o s s ,  B a i l e y  &  S m a r t  f o r  
t h e  W a s h i n g t o n  s t u d y ,  w a s  to i d e n t i f y  a s  c r e d i t  c o s t s  o n l y  
t h o s e  c o s t s  w h i c h  t h e  s t o r e  c o u l d  e l i m i n a t e  if t h e  c r e d i t  f u n c t i o n  

w e r e  d i s c o n t i n u e d ,  a s s u m i n g  n o  c h a n g e  i n  t o t a l  s t o r e  s a l e s  v o l u m e .
B y  a p p l y i n g  t h i s  c r i t e r i o n ,  e x p e n s e s  o f  p r o v i d i n g  s e r v i c e s  t o  c r e d i t
c u s t o m e r s  w e r e  s e g r e g a t e d  f r o m  t h o s e  o f  p r o v i d i n g  s e r v i c e s  a v a i l ­
a b l e  t o  b o t h  c a s h  a n d  c r e d i t  c u s t o m e r s .  T o t a l  i d e n t i f i e d  c r e d i t  
c o s t s  w e r e  t h e n  a l l o c a t e d  b y  m a j o r  t y p e  o f  c r e d i t  a c c o u n t .  S e r v i c e
c h a r g e  r e v e n u e s  w e r e  a l s o  s e g r e g a t e d  b y  a c c o u n t  t y p e  t o  p e r m i t
c o n p a r i s i o n  o f  s e r v i c e  c h a r g e  r e v e n u e s  w i t h  c r e d i t  c o s t s  b y  m a j o r  
a c c o u n t  ty p e .

C O S T  G R O U P I N G :

I n  t h e i r  W a s h i n g t o n  s t u d y ,  T o u c h e ,  R o s s ,  B a i l e y  &  S m a r t  g r o u p e d  
c r e d i t  c o s e s  i n  s e v e n  c a t e g o r i e s .  T h e  f i r s t  t h r e e  ( n e w  a c c o u n t  
c o s t s ,  a c c o u n t  s e r v i c i n g  c o s t s  and a c c o u n t  c o l l e c t i o n  c o s t s )  
r e p r e s e n t  t h o s e  c o s t s  m o s t  d i r e c t l y  i d e n t i f i a b l e  w i t h  t h e  c r e d i t  
o p e r a t i o n .  T h e y  r e p r e s e n t  t h e  c o s t s  o f  o b t a i n i n g  n e w  c u s t o m e r  
a c c o u n t s ,  t h e  c o s t s  of t h e  d a y - t o - d a y  s e r v i c i n g  o f  a c t i v e  
c u s t o m e r  a c c o u n t s  a n d  t h e  c o s t s  o f  t h e  c o l l e c t i o n  e f f o r t  r e q u i r e d  
o n  a c c o u n t s  w i t h  p a y m e n t s  in a r r e a r s .  L i s t s  o f  i t e m s  i n d u c e d  
i n  tl.cse t h r e e  m a  jor c a t e g o r i e s  a r e  p r e s e n t e d  i n  A p p e n d i x  A.

T h e  f o u r t h  c a t e g o r y  r e p r e s e n t s  i n t e r e s t  o n  t h e  c a p i t a l  r e ­
q u i r e d  t o  f i n a n c e  c u s t o m e r s '  o u t s t a n d i n g  r e c e i v a b l e  b a l a n c e s .
T h i s  is a d i r e c t  c o s t  for w i t h o u t  c r e d i t  t h e r e  w o u l d  b e  n o  r e c e i v ­
a b l e  b a l a n c e s  t o  f i n a n c e  and, t h e r e f o r e ,  n o  n o e d  for c a p i t a l  to 
f i n a n c e  th e m .  A n  R %  r a t a  w a s  u s e d  in d e t e r m i n i n g  s t u d y  r e s u l t s .
T h i s  is c o n s i d e r e d  a c o n s e r v a t i v e  r a t e  for c o s t  o f  c a p i t a l .  S i n c e  
t h e  a c t u a L  c o s t  of c a p i t a l  for t h e  t y p i c a l  m e r c h a n t  is f r e q u e n t l y  
h i g h e r  t h a n  H%, t he " e x c e s s  o f  c o s t  o v e r  r e v e n u e "  h a s  b e e n  r e c o m ­
p u t e d  a t  the b o t t o m  o f  E x h i b i t s  I a n d  II, u s i n g  c o s t  o f  c a p i t a l  
r a t e  o f  10%, 1 1 %  a n d  1 2 %  for A l a s k a .

T h e  f i f t h  c a t e g o r y  is s p a c e  a n d  e q u i p m e n t  c o s t s .  It d e p i c t s  
t h e  c o s t  of s p a c e  u s e d  for c r e d i t  a c t i v i t i e s  as w e l l  a s  t h e  c o s t  
of o f f i c e  e q u i p m e n t  u s e d  i n  t h e  c r e d i t  o p e r a t i o n .  T h e  s i x t h  c a t e ­
g o r y  c o v e r s  t h e  c o s t  of t h e  a d d i t i o n a l  s a l e s  p e o p l e  r e q u i r e d  t o  
h a n d l e  c r e d i t  c u s t o m e r s .  T h i s  a d d i t i o n a l  c o b t  r e s u l t s  f r o m  t h e  
a d d e d  s a l e s  c h e c k  p r e p a r a t i o n  t i m e  a n d  c r e d i t  a u t h o r i z a t i o n  w o r k  
n e c e s s a r y  w h e n  a s a l e  is m a d e  o n  c r e d i t  r a t h e r  t h a n  c a s h .  T h e



C O S T  G R O U P I N G  ( c o n t i n u e d ) :

s e v e n t h  c a t e g o r y  ( m a n a g e m e n t  e x p e n s e s )  r e p r e s e n t s  t h a t  p o r t i o n  o f  

g e n e r a l  m a n a g e m e n t  e x p e n s e s  a s s i g n a b l e  t o  t h e  c r e d i t  o p e r a t i o n .  I t  

r e p r e s e n t s  t h e  c o s t s  o f  s e r v i c e  p r o v i d e d  t o  t h e  c r e d i t  d e p a r t m e n t  

b y  v a r i o u s  o t h e r  s e r v i c e  a c t i v i t i e s  w i t h i n  t h e  s t o r e .

A l t h o u g h  n o t  i n c o r p o r a t e d  i n  t h e  s t u d y  r e s u l t s ,  a n  a d d i t i o n a l  c o s t  

c a t e g o r y  c o u l d  b e  t e r m e d  " o t h e r  c r e d i t  c o s t s " .  T h i s  c a t e g o r y  i s  

u s e d  t o  a s s u r e  r e c o g n i t i o n  o f  t h e  f a c t  t h a t  s t o r e  c o s t s ,  i n  

a d d i t i o n  t o  t h o s e  s p e c i f i c a l l y  i d e n t i f i e d  i n  t h e  s e v e n  c a t e g o r i e s  

l i s t e d ,  a r e  a f f e c t e d  b y  t h e  e x i s t e n c e  o f  t h e  c r e d i t  f u n c t i o n  i n  a  

s t o r e .  T h e  e x i s t e n c e  o f  c r e d i t  a f f e c t s  t h e  e n t i r e  c h a r a c t e r  o f  t h e  

s t o r e  a n d  o f  i t s  e x p e n s e  s t r u c t u r e .  I t  r e s u l t s  i n  t h e  i n c u r r e n c e  

o f  a d d i t i o n a l  c o s t s ,  s o m e  o f  w h i c h  a r e  n e t  s u s c e p t i b l e  t o  s p e c i f i c  

m e a s u r e m e n t .  A m o n g  t h e s e  " o t h e r  c r e d i t  c o s t s "  a r e  t h e  c o s t s  o f  

h a n d l i n g  e x t r a  m e r c h a n d i s e  r e t u r n s  a n d  t h e  e x t r a  d e l i v e r i e s  r e ­

q u i r e d  b y  c r e d i t  c u s t o m e r s  a s  c o m p a r e d  t o  c a s h  c u s t o m e r s .  T h e s e  

a n d  c e r t a i n  o t h e r  c o s t s  a r e  d e f i n i t e l y  c r e d i t  c o s t s  s i n c e  t h e y  

c o n t r i b u t e  t o w a r d  i n c r e a s i n g  t o t a l  s t o r e  o p e r a t i n g  c o s t s .  W h i l e  

r e c o g n i t i o n  o f  t h e i r  e x i s t e n c e  i s  i m p o r t a n t  i n  a s s e s s i n g  t h e  

c o s t s  o f  c r e d i t  o p e r a t i o n s ,  n o  s p e c i f i c  a m o u n t s  a r e  s h o w n  i n  

s t u d y  r e s u l t s  f o r  t h e s e  c o s t s  s i n c e  t h e y  c o u l d  n o t  b e  m e a s u r e d  

w i t h  t h e  n e c e s s a r y  d e g r e e  o f  a c c u r a c y .

C O N V E R S I O N  F A C T O R S  A N D  A S S U M P T I O N S :

I n  o r d e r  t o  c o n v e r t  t h e  d a t a  d e v e l o p e d  b y  t h e  W a s h i n g t o n  s t u d y  

t o  A l a s k a  c o n d i t i o n s  t h e  f o l l o w i n g  c o n v e r s i o n  f a c t o r s  a n d  

a s s u m p t i o n s  w e r e  u s e d  -

(1) S e r v i c e  C h a r g e  R e v e n u e s  -  j  *

S e r v i c e  c h a r g e  r e v e n u e s  f o r  W a s h i n g t o n  a n d  A l a s k a  w e r e  uJ*

s o t  f o r t h  a s  b o t h  b e i n g  t h e  s a m e  p e r  $ 1 0 0 . 0 0  o f  s a l e s .  ,p

B o t h  W a s h i n g t o n  a n d  A l a s k a  h a v e  t h e  s a m e  s e r v i c e  1 '

c h a r g e  m a x i m u m s  w h i c h  a r e  a l l o w e d  b y  l a w .  I n  d i s c u s s i n g  

t h i s  s u b j e c t  w i t h  p e r s o n n e l  w i t h  n a t i o n a l  r e t a i l  s t o r e s  

o p e r a t i n g  i n  A n c h o r a g e ,  t h e y  c o n f i r m e d  t h a t  t h e  r a t e s

c h a r g e d  i n  t h e i r  A l a s k a  s t o r e s  w e r e  t h e  s a m e  a s  t h o s e

c h a r g e d  i n  t h e  W a s h i n g t o n  s t o r e s .

I t  w o u l d  s e e m  v a l i d  t o  a s s u m e  t h a t  i f  a n y t h i n g ,  s e r v i c e  

c h a r g e  r e v e n u e s  p e r  $ 1 0 0 . 0 0  o f  c r e d i t  s a l e s  w o u l d  b o  

l o w e r  i n  A l a s k a  t h a n  i n  W a s h i n g t o n .  l * o n g - t e r m  c r e d i t  t o  

c o n s u m e r  f o r  m e r c h a n d i s e  p u r c h a s e s  i s  r e l a t i v e l y  n e w  a n d  

i t  i s  p r o b a b l e  t h a t  A l a s k a  m e r c h a n t s  a s  a  w h o l e  d o  n o t  

c h a r g e  i o r  c r e d i t  o r  e x t e n d  t h e  l e n g t h  o f  r e p a y m e n t  o v e r  

a s  l o n g  a  p e r i o d  o f  t i m e  a s  W a s h i n g t o n  m e r c h a n t s .  A n  

e x a m p l e  i s  a  J u n e a u  d e p a r t m e n t  s t o r e  w h i c h  d o e s  n o t  h a v e  

a s e r v i c e  c h a r g e  f o r  c r e d i t  b u t  w i l l  p r o b a b l y  s t a r t  c h a r g i n g  

f o r  c r e d i t  i n  o r d e r  t o  e x t e n d  a c c o u n t  r e p a y m e n t  o v e r  a  

l o n g e r  p e r i o d  o f  t i m e ,  t h u s  b e i n g  m o r e  c o m p e t i t i v e  w i t h  

o t h e r  m e r c h a n t s .



C O N V E R S I O N  F A C T O R S  A N D  A S S U M P T I O N S  ( c o n t i n u e d ) :

(2) C r e d i t  Costs -

(a) All credit costs as det e r m i n e d  b y  the Was h i n g t o n  
st udy were reduced 15% in order to reflect higher 
sales prices of individual m e r c h a n d i s e  in Alaska. 
S ince costs are p r e s e n t e d  in relation to $100.00 
of sales, it follows that there would be less 
units sold in Al a s k a  per $100.00 of sales and 
therefore less credit costs associated therewith 
b e c a u s e  of the fewer transactions involved. The one 
cost exception to this would be the cost of interest 
(capital) w h i c h  would h a v e  no relation to the number 
of transactions involved in $ 100 . 00 of sales.

The 15% sales p rice dif f e r e n t i a l  was arrived at by  
utili z i n g  three sources. The first source was 
comparing individual sales prices of m e r c h a n d i s e  
sold b y  a national retailer in its A n c h o r a g e  store 
w i t h  its Seattle area stores; the second source was 
p rice statistics for cities in Alaska published by 
the U.S. Dep a r t m e n t  of Labor, Bureau of Labor 
Statistics; the third source was the opinion of 
individual merch a n t s  involved in retail sales.

(b) All costs of credit except interest as d e t e rmined 
b y  the Was h i n g t o n  studies we r e  adjusted upwards to 
reflact higher salaries and opera t i n g  costs in 
Alaska. Salaries are assumed to b e  35% higher .in 
Alaska than in Was h i n g t o n  for comparable positions. 
This assumption is supported b y  (1) the A n c h o r a g e  
store of a national retailer w h ich gives an a u t o m a t i c  
40% raise to all p e r s o n n e l  transferinq from W a s h i n g­
ton to A n c h o r a g e  as a "cost of living" allowance
(2) a Juneau merchant's salaries w h ich are 35% 
higher than the average of salaries paid to d e p a r t­
ment store perso n n e l  as determined b y  national 
statistics (3) the experience and opinions of v a r­
ious Anchoragt retailers w hose opinions were 
solicited in this regard.

O p e r a t i n g  c o s t s  o t h e r  than salaries were considered 
t o  b<. 1 6 %  h i g h e r  t h a n  co m parable W a s h i n g t o n  costs. 
T h e s e  h i g h e r  c o s t s  were derived from two sources 
(1) f r o m  a n  a n a l y s i s  of the operating costs of the 
A n c h o r a g e  s t o r e  o f  a national retailer as compared 
t o  i t s  W a s h i n g t o n  stores (2) f r o m  statistics set 
f o i t h  i n  t h e  Indexes o f  Intercity D i fferences in the 
C o s t  o f  E q u i v a l e n t  Goods and Services for various 
A l a s k a n  c i t i e s  a s  c o m p a r e d  with S e a t t l e ,  Washington, 
p u b l i s h e d  b y  t h e  U.S. Bureau of Labor Statistics.



C O N V E R S I O N  F A C T O R S  A N D  A S S U M P T I O N S  ( c o n t i n u e d ) ;

In order to c o n v e r t  W a s h i n g t o n  costs of credit 
to Ala s k a  costs, an a s s u m p t i o n  had to be m a d e  as 
to what p e r c e n t a g e  salaries w e r e  to total o p e r a t i n g  
costs wh e n  related to costs of credit. In reviewing 
several r e t a ilers o p e r a t i n g  sta t e m e n t s  w e  found that 
salaries comprised from one - h a l f  to two-thirds of 
total opera t i n g  costs. In revie w i n g  the expense 
components of the m a i n  groupings of costs of credit 
(See A p p e n d i x  A) we came to the con c l u s i o n  that 
salaries compr i s e d  at least two-thirds of the total 
credit. coLts. W h e n  the increased sal a r y  costs (35%) 
are co m b i n e d  w i t h  in c r e a s e  o p e r a t i n g  costs (16%) 
the w e i g h t e d  a v e r a g e  inc r e a s e  is 29% for those 
cost groupings that are c omposed of b o t h  salaries 
and other o p e r a t i n g  expenses.

(c) I n terest costs for the a v e r a g e  of accounts r e c e ivable 
.investment we r e  com p u t e d  at 8%  instead of the 6%  
used for the S tate of Washington. Most s h o r t - t e r m  
bus i n e s s  loans in the State of  Alaska are m a d e
at 8%  and for the present, 6%  loans (with rare
exceptions) are a thing of the past. Actually, 
i n v estment in acc o u n t s  receivable b a lances could be 
termed capital inv e s t m e n t  and when considered in
this Jight, 8%  is a low return on investment.

U s i n g  the above factors and assumptions, W a s h i n g t o n  credit costs 
w e r e  converted to Al a s k a  costs as follows:

N ew A c counts Costs - R e d uced 1 5 %  for unit sales p r ice d i f f e r e n t i a l
and the balance increased 29% for h i g h e r  salaries and other 
o perating costs;

A c c o u n t  Servicing Costs - Reduced 1 5 %  for unit sales price 
d i f f e r e n t i a l  and the b a l a n c e  incre a s e d  29% for hi g h e r
salaries and other o p e r a t i n g  costs;

Account Col l e c t i o n  Costs - R e d uced 1 5 %  for unit sales price 
d i f f e r e n t i a l  and the b a l a n c e  increased 29% for higher
salaries and other o p e r a t i n g  costs;

Interest Costs - Increased 3 3 - 1 / 3 %  (From 6%  to 8%);
C redit Space and E q u i pment Costs - Reduced 15% for unit sales

price differential and the b a l a n c e  increased 16% for other 
operating costs increases;

Additional Salespersons' C o sts due to Credit - Reduced 15% 
for unit sales price d i f f e r e n t i a l  and the b a l a n c e  increased
b y  35% for higher salaries;

Management - Reduced by 15% for unit sales price d i f f erential
and the b a l ance increased 35% for h i g h e r  salaries.



L I M I T A T I O N S :

B e c a u s e  o f  a  s h o r t a g e  o f  a v a i l a b l e  t i m e ,  p e r s o n n e l  a n d  c o s t  

l i m i t s ,  w e  w e r e  u n a b l e  t o  c o n d u c t  a n  A l a s k a n  s t u d y  s u c h  a s  t h a t  

p r e p a r e d  b y  T o u c h e ,  R o s s ,  B a i l e y  &  S m a r t  f o r  t h e  W a s h i n g t o n  

R e t a i l  C o u n c i l .  B e c a u s e  o f  t h e  a u o v e  m e n t i o n e d  l i m i t a t i o n s ,  w e  

d e l i b e r a t e l y  a p p r o a c h e d  t h e  c o n v e r s i o n  f a c t o r s  a n d  a s s u m p t i o n s  

i n  a  c o n s e r v a t i v e  m a n n e r .  B e c a u s e  o f  o u r  c o n s e r v a t i v e  a p p r o a c h ,  

w e  b e l i e v e  t h a t  t h e  f a c t o r s  a n d  a s s u m p t i o n s  u t i l i z e d  t o  c o n v e r t  

W a s h i n g t o n  c o s t s  o f  c r e d i t  t o  A l a s k a n  c o s t s  o f  c r e d i t  a r e  

v a l i d  a n d  p r e s e n t  f a i r l y  t n e  c o s t  o f  c r e d i t  i n  A l a s k a .

I n  a d d i t i o n  t o  t h e  W a s h i n g t o n  s t u d y ,  t h e r e  a r e  a l s o  a v a i l a b l e  

c o s t s  o f  c r e d i t  s t u d i e s  p r e p a r e d  f o r  t h e  M a r y l a n d  C o u n c i l  o f  R e t a i l  

M e r c h a n t s ,  I n c .  a n d  o n e  f o r  t h e  N a t i o n a l  R e t a i l  M e r c h a n t s  

A s s o c i a t i o n .  A l l  o f  t h e  a b o v e  s t u d i e s  s u p p o r t  t h e  c o n c l u s i o n  t h a t  

p r o v i d i n g  c r e d i t  t o  t h e  c o n s u m e r  i s  c o s t l y .



E X H I B I T  1

A L A S K A N  R E T A I L  C O U N C I L

R E P O R T  O N  C O N S U M E R  C R E D I T  C O S T S  I N  R E T A I L  S T O R E S  I N  A L A S K A  

C O S T S  A N D  S E R V I C E  C H A R G E S  F O R  C R E D I T  A C T I V I T y

C r e d i t  a c t i v i t y  p e r  $ 1 0 0  o f  c r e d i t  s a l e s  
R e g u l a r  R e v o l v i n g  L o n g - t e r m

A l l  ( 3 0 - d a y s )  c r e d i t  i n s t a l l m e n t  
a c c o u n t s  a c c o u n t s  a c c o  u n t s  a c c o u n t s

C R E D I T  S A L E S $ 1 0 0 . 0 0 $ 1 0 0 . 0 0 $ 1 0 0 . 0 0 $ 1 0 0 . 0 0

S E R V I C E  C H A R G E  R E V E N U E S $ 4 . 4 0 $ .01 $ 6 . 9 7 $ 6 . 0 6

C R E D I T  C O S T S :

N e w  a c c o u n t $ .48 $ .23 $ .46 $ .93

A c c o u n t  s e r v i c i n g 2 . 1 3 2 . 3 3 2 . 0 3 1 . 9 3

A c c o u n t  c o l l e c t i o n 1 . 3 2 .85 1 . 6 5 1 . 3 3

I n t e r e s t  @  8 %  o f  a v e r a g e  
a c c o u n t s  r e c e i v a b l e  

i n v e s t m e n t 2 . 8 9 1.27 3 . 4 5 4 . 4 5

C r e d i t  s p a c e  a n d  e q u i p m e n t .15 .20 .16 . 0 5

A d d i t i o n a l  s a l e s p e r s o n s *  

c o s t s  d u e  to c r e d i t .18 .20 .18 . 1 4

M a n a g e m e n t .40 .34 .44 r 4 2

T O T A L  C R E D I T  C O S T S $ 7 . 5 5 $ 5 . 4 2 $ 0 * 4 2 $ 9 . 2 5

E X C E S S  O F  C O S T  

O V E R  R E V E N U E $ 3 . 1 5 $ 5 . 4 1 $ 1 . 4 5 3 . 1 9

E X C E S S
A S S U M I N G  C O S T  O F  C A P I T A L  
I N V E S T M E N T  ( I N T E R E S T )  I N  

A C C O U N T S  R E C E I V A B L E  

B A L A N C E  A T :

1 0 % $ 3 . 8 8 $m 5 . 7 3 $ 2. 32 $m 4 . 3 1

1 1 % $ 4 . 2 4 5 . 8 9 $mm 2 . 7 5 $ 4 . 8 6



S T U D Y  O F  C O N S U M E R  C R E D I T  C O S T S  I N  R E T A I L  S T O R E S  I N  A L A S K A  

T O T A L  C R E D I T  C O S T  C O M P A R I S I O N  - C R E D I T  A C T I V I T Y  P E R  $ 1 0 0  C R E D I T  S A L E S

A l a s k a  W a s h i n g t o n

P a r t i c i p a n t s  P a r t i c i p a n t s

E X H I B I T  II

A L A S K A N  R E T A I L  C O U N C I L

C R E D I T  S A L E S $ 1 0 0 . 0 0 $ 1 0 0 . 0 0

S E R V I C E  C H A R G E  R E V E N U E $ 4 . 4 0 $ ! 4 . 4 0

C R E D I T  C O S T S :

N e w  a c c o u n t $ .48 $ .43

A c c o u n t  s e r v i c i n g 2 . 1 3 1 . 9 0

A c c o u n t  c o l l e c t i o n 1 . 3 2 1.1 7

I n t e r e s t  8 %  (6% for W a s h i n g t o n )  

o f  a v e r a g e  a c c o u n t s  

r e c e i v a b l e  i n v e s t m e n t 2 . 8 9 2 . 1 7

C r e d i t  s p a c e  a n d  e q u i p m e n t .15 .15

A d d i t i o n a l  s a l e s p e r s o n s ' c o s t s  

d u e  t o  c r e d i t .18 .15

M a n a g e m e n t .40 • ?5

T O T A L  C R E D I T  C O S T S $ 7 . 5 5 $ 6 . 3 2

E X C E S S  O F  C O S T  
O V E R  R E V E N U E 3 . 1 5 $ 1 . 9 2



S T U D Y  O F  C O N S U M E R  C R E D I T  C O S T S  

I N  R E T A I L  S T O R E S  I N  W A S H I N G T O N

A P P E N D I X  A

L I S T  O F  E X P E N S E S  I N C U R R E D  B Y  R E T A I L  S T O R E S  

I N  P R O V I D I N G  C R E D I T  S E R V I C E S  T O  C U S T O M E R S

N e w  a c c o u n t s  c o s t s ;

C r e d i t  s a l a r i e s  r e l a t e d  t o  o p o n i n g  n e w  a c c o u n t s  

E m p l c y e e  b e n e f i t s  o n  a b o v e  s a l a r i e s  

P o s t a g e  o n  n e w  a c c o u n t  c o r r e s p o n d e n c e  

C r e d i t  s u p p l i e s  a n d  u n c l a s s i f i e d  e x p e n s e s  

C h a r g a - p l a t e  c o s t s  a n d  s e r v i c e s  f o r  n e w  c u s t o m e r s  

C r e d i t  r e s e a r c h  s e r v i c e s  o f  c r e d i t  b u r e a u

A c c o u n t  s e r v i c i n g  coflt3;

B i l l i n g  s a l a r i e s

B i l l  a d j u s t m e n t  s a l a r i e s

E m p l o y e e  b e n e f i t s  o n  a b o v e  s a l a r i e s

P o s t a g e  o n  c u s t o m e r  s t a t e m e n t s

A c c o u n t s  r e c e i v a b l e  b i l l i n g  s u p p l i e s

B i l l  a d j u s t m e n t  s u p p l i e s

A c c o u n t s  r e c e i v a b l e  b a l a n c i n g  d i f f e r e n c e s  

R e p l a c i n g  l o s t  o r  s t o l e n  c h a r g a - p l a t e s

A d d r e s s o g r a p h  s e r v i c e s  f o r  c r e d i t  o r  a c c o u n t s  r e c e i v a b l e  purposes

E q u i p m e n t  r e n t a l  a n d  m a i n t e n a n c e  c o s t s  o n

e q u i p m e n t  u s e d  p r i m a r i l y  f o r  t h e  c r e d i t  f u n c t i o n

R e l a t e d  c r e d i t  c o s t s  ( c o s t s  w h i c h  a r e  i n  p a r t  d i r e c t l y  

a s s o c i a t e d  w i t h  r e n d e r i n g  c r e d i t  s e r v i c e s )  ~

S a l e s  a u d i t  b a l a r i e a



C a s h  o f f i c e  s a l a r i e s  i n  h a n d l i n g  c o l l e c t i o n s  

M a i l  s e r v i c e  s a l a r i e s  

S t a t i s t i c a l  s a l a r i e s  

E m p l o y e e  b e n e f i t s  o n  a b o v e

T e l e p h o n e  c o s t  r e l a t e d  d i r e c t l y  t o  c r e d i t  o p e r a t i o n s

T a x e s  o n  n e t  a s s e t  v a l u e  o f  e q u i p m e n t  a n d  f u r n i t u r e

u s e d  i n  c r e d i t

I n s u r a n c e  p r e m i u m s  p a i d  o n  a c c o u n t s  r e c e i v a b l e  b a l a n c e s

S u p p l i e s  a n d  e x p e n s e s  r e l a t e d  t o  c r e d i t  o p e r a t i o n s  

S a l e s  a u d i t  

C a s h  o f f i c e  

M a i l  s e r v i c e

S a l e s  b o o k s  a n d  c r e d i t  b o o k s  u s e d  o n  s e l l i n g  f l o o r

A c c o u n t  c o l l e c t i o n  c o s t s :

C o l l e c t i o n  s a l a r i e s

E m p l o y e e  b e n e f i t s  o n  a b o v e  s a l a r i e s

P o s t a g e  o n  c o l l e c t i o n  ( d u n n i n g )  m a i l

C o l l e c t i o n  s u p p l i e s  a n d  u n c l a s s i f i e d  e x p e n s e s

C r e d i t  b u r e a u  s e r v i c e s  r e l a t e d  t o  c o l l e c t i o n  p r o b l e m s

C o l l e c t i o n  a g e n c y  f e e s

B a d  d e b t  e x p e n s e  ( n e t  o f  r e c o v e r i e s )
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M a r c h  6, 1975

Representative B o b  Bradley 

R o o m  203 Assembly 

Pouch E

Juneau, Alaska 99801

Re: House Bill 46--Act amending the Alaska Retail Installments
Sales Tax

Dear Bob:

House Bill 40, introduced by Representative T o m  Fink, is simply 

an act to reduce the existing intez’est rates on retail installment 

sules, and the retail charge program of which our ciedit cards program 

operates within the state.

This bill not only effects credit card programs, but ulso all companies 

w h o  have financing programs to aid the consuier in purchasing items.

T h e  rates proposed in the bill simply ma k e  it impractical to continue 
such p r o g r a m s .

Unfortunately, a bill such as this, that supposedly is intended to 

benefit the consumer, will create hardship on the person it is designed 

to help by drying up the availibility of funds.

I will be in Juneau soon and will be happy to explore this bill with 

you personally or the committee at your discretion.

If I can offer any additional information, I will be happy to do so.

W e  are opposed to this type of legislation and request that it be 

reviewed in depth by your committee.

Richard T. Hull 

Vice President

Very truly yours,

OFFICES STATEWIDE



S e a r s ,  R o e b u c k  a n d  C o .
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P A C I F I C  C O A S T  L A W  O F F I C E S JOHN J. McCUE 576 4451 
R. STANLEY HALL 576-4457

VINCENT W. JONES
G E ^ C R A l  c o u n s e l

9 0 0  S O U T H  F R E M O N T  A V E N U E MICHAEL M. PENNELL 576-4061 
IRWIN G. ARKY 576-4643
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H. WARREN SIEGEL 576 4064
CHARLES P McKENNEY 576 4056

M a r c h  11, 1975

H o n o r a b l e  B o b  B r a d l e y
C h a i r m a n ,  H o u s e  C o m m e r c e  C o m m i t t e e  ,—
P o u c h  V
S t a t e  C a p i t o l  B u i l d i n g  
J u n e a u ,  A l a s k a  99811

D e a r  R e p r e s e n t a t i v e  B r a d l e y : ^

A t  the e n d  o f  the h e a r i n g  oai^IB 46_j!ast w e e k ,  R e p r e s e n t a t i v e  
F i s c h e r  a s k e d  m e  w h a t  Sears' d e l i n q u e n t  a c c o u n t  e x p e r i e n c e  
is. Y o u  w i l l  r e m e m b e r  I h a d  s a i d  t h a t  t h i s  is o n e  o f  the 
c o s t s  o f  g r a n t i n g  c r e dit. I w a s  not a b l e  to  a n s w e r  R e p r e s e n­
tat i v e  F i s c h e r ' s  q u e s t i o n  at t h a t  time b u t  s u b m i t  the f o l l o w i n g  
for y o u r  i n f o r m a t i o n .

N a t i o n a l l y ,  at the end o f  1973, t h e r e  w e r e  1 6 8 , 5 6 0  S e a r s  c r e d i t  
a c c o u n t s  d e l i n q u e n t  t h r e e  or  m o r e  m o n t h l y  p a y m e n t s .  T h e  n u m b e r  
o f  d e f a u l t e d  a c c o u n t s  (less than o n e  fu l l  m o n t h l y  p a y m e n t  r e­
c e i v e d  d u r i n g  the p r e v i o u s  s i x  m o n t h s )  t o t a l e d  4,338. T h e  p r o­
v i s i o n  for u n c o l l e c t i b l e s ,  a f t e r  r e c o v e r i e s  f r o m  c h a r g e d  off 
a c c o u n t s ,  a n d  the r e l a t e d  p e r c e n t a g e  t:o c r e d i t  s a l e s  was $45 mi] 
lion, w h i c h  was .6% to c r e d i t  sales.

Sears' e x p e r i e n c e  in A l a s k a  c o m p a r e s  w i t h  t h e s e  fig u r e s .  In 
v a r i o u s  s t u d i e s  I h a v e  se e n  w h i c h  set f o r t h  r e t a i l  i n d u s t r y  
s t a t i s t i c s ,  the f i g u r e s  i n d i c a t e  t h a t  Sears' e x p e r i e n c e  is 
s l i g h t l y  b e t t e r  than m o st. T h e r e f o r e ,  an i n d u s t r y  a v e r a g e  
w o u l d  be c l o s e r  to 1%, a s  a f a i r  e s t i m a t e .

I a p p r e c i a t e d  the o p p o r t u n i t y  to a p p e a r  b e f o r e  *. he C o m m i t t e e .
If y o u  o r  a n y  C o m m i t t e e  m e m b e r  h a v e  f u r t h e r  q u e s t i o n s ,  we  w i l l  
be h a p p y  to try to a n s w e r  them.

S i n p e r e l y  y o u r s ,

C M / s m

c c ; Rep. H e l e n  F i s c h e r  
D o n  M a g n u s o n
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M a r c h  20, 1975

T h e  H o n o r a b l e  B o b  B r a d l e y  
A l a s k a  S t a t e  H o u s e  of Representatives,
P o u c h  "V" S t a t e  C a p i t o l  B u i l d i n g  
Juneau, A l a s k a  99811

D e a r  Bob: —

A t t a c h e d  is i n f o r m a t i o n  c o n c e r n i n g  H B  4 6 ^ / a n  act a m e n d i n g  
the A l a s k a  R e t a i l  I n s t a l l m e n t  S a l e s -t7^cTT

T h e  D e p a r t m e n t  of C o m m e r c e  o p p o s e s  this bill. It a p p e a r s  
t h a t  p a s s a g e  o f  M B  46 wou l d :

1. R a i s e  the c o s t  of g o o d s  a n d  s e r v i c e s  to the c o n s u m e r  
as w e l l  as the retai l e r ;

2. R e d u c e  c o n s u m e r  c r e d i t  l i n e s  a n d  m a k e  n e w  c r e d i t  and
c r e d i t  e x t e n s i o n s  m o s t  d i f f i c u l t ;

3. H a m p e r  the a v a i l a b i l i t y  o f  c r e d i t  for "ma r g i n a l "  
c o n s u m e r s ;  *  • •

4. I n c r e a s e  d o w n  p a y m e n t s  o n  m a n y  items;
5. I n c r e a s e  r e q u i r e m e n t s  for c o n s u m e r  i n s u r a n c e .

S h o u l d  y o u  w i s h  a d d i t i o n a l  m a t e r i a l  or  c o m m e n t ,  feel free 
to ca l l  on  m e  at a n y  time.

S i n c e r e l y  you r s ,

L a n g h o r n e  A. M o t l e y  
C o m m i s s i o n e r

M i l e s

2 5 3 2

LAM/pc
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