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FOREWORD

These units for the twelfth grade modern problems course were written
during the summer of 1969 by Mr. Marshall Carlson and Mr. Joseph Hutton,
members of the faculty of Lincoln High School in Bloomington, Minnesota.

The guide identifies objectives, suggests activities and lists resources.

The objectives as stated in the guide concern the development of sound
generalizations, social studies skills and healthy social attitudes.
Problems are formulated within a conceptual framework to stimulate
maximum student reaction and involvement in the issues. Suggested
activities have been identified after research into the methods of the
"New Social Studies,'" especially inductive "discovery'" approaches.
Various national projects have provided ideas for activities end it is
hoped that even greater reliance upon these projects will be possible
as their materials are published. Many resources have been identified
and include multi-text and multi-redia materials to be found within the
two senior high school buildings and the Instructional Materials Center.
Bibliographies of materials available in the two high school libraries
have been compiled.

The writers of this quide wish to express their thanks to *the other
teachers who have made their ideas available and especially to the
ideas inherent in two national projects, the Developmental Economic
Education Program of the Joint Council on Economic Education and Minne-
sota's Project Social Studies.

In planning a new economics program for the twelfth grade, the basic
resource has been two pamphlets published by the Joint Council on
Economic Education:

Teacher's Guide to Developmental Economic Education Program,
Part I - Econonic Ideas and Concepts

Teacher's Guide to Developmental Economic Education Program,
Part 1I - Suggestions for Grade Placement and Development of
Economic Ideas and Concepts

These two pamphlets set forth the goals for an ideal economics program
as identified in the original Task Force Report sponsored by the Joint
Council on Economic Education. The Developmental Economic Education
Program is often referred to as D.E.E.P.

Another resource which should be most valuable in planning is:

Economics and its Significance by Richard S. Martin and Reuben
G. Miller - Charles E. Merrill Social Science Seminar Series.

The Statement which follows is taken from DEEP and identifies the main
areas of concern for economic education, Each area has been included

in this guide. A brief unit on coasumer education is identified though
this is not the focus for emphasis and the DEEP concepts should be

given priority for development.
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BLOOMINGTON SCHOOL PHILOSOPHY

The philosophy of education of the Bloomington Schools professes
the belief that each child should develop his potential to the

fullest,

and to meet his intellectual, moral, spiritual, aesthetic,

vocational, physical, and social needs as an individual, an American

citizen,

and a member of the world community.

It believes the following basic principles.

We believe in:

The
The
The
The
The
The
The
The

Th¢

value of the individual personality

worth of the individual

individual's potentialities

individual patterns of human growth

individuality of learning

value of good mental and physical health of the individual
importance of the moral and spiritual values of the indivicual
individuals who need to identify with groups

value of creacive instruction

Continuous educational research and utilization of its findings

The

value of excellence in all instruction.

i iv, 3
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IDENTIFICATION OF THE MAIN AREAS OF MODERN ECONOMICS OR THE

ECONOMIC IDEAS EVERY
HIGH SCHOOL GRADUATE SHOULD KNOW SOMETHING ABOUT

e National Task Force identified seven major areas of modern
economics of which it hoped every high school graduate would have some
understanding. These seven areas are, with a fewmodifications, listed
below in the order in which they appear in the Report of the National
Task Force.

1.

2.

From:

What economics is all about, why it is important, and how
one thinks about economic problems.

The nature of the persistent economic problem faced by
all societies: wants, scarce resources, the need for
decision-making, and the need for an economic system

of some kind.

The market economy of the United States: how it is
decided in the U.S. today (a) what goods and services will
be produced, (b) how they will be produced, (c) what total
level of Production will be maintained, and (d) how what
is produced will be shared among the American people.
Economic growth and stability: the long- and short-run
performance of the American economy. (a) Economic
growth - the long-run problems asscciated with increasing
the total production of goods anc services faster than
the rate of population growth so that living standards
can rise, and (b) Economic stability - the determinants
of the level of income and employment in the short-run

or how to manage our economy so that we can have full
employment without inflation.

The distribution of income: the factors determining the
distribution of income among individuals and groups in
the U.S. and thus determining who will get the goods and
services produced.

The U.S. in the world economy: the impostance of world
trade and finance to the U.S. and the ways in which the
achievement of our economic goals is related to world
econcmic developments.

Other economic systems: how other societies organize
economic life to achieve their economic goals - not only
the communist countries but also the democratic

societies of the West and the developing nations of

Asia, Africa, and Latin America.

Teacher's Guide to Developmental Economic Education Program, Part I -
Economic Ideas and Concepts.

vii

-2

LN
N4

<ty

L o Fus e

dpante

g s o ¢ sl



CONCEPTS BASED UPON
GENERALIZATIONS
Concents: (From DLEP)
Related to importance of
econcmics
Economic problems
Economic decision-making
Economic analysis

Related to the definition
of economics
Economic vs. personal
finance
Economics and groups
Economics and society
as a whole
Economics as a social
science
Micro-economics
Macro-economics
Economic reasoning
Economic goals
Cconomic theory
Dynamics of change
Adjustment to change
Economic skills

Wants
Commodities
Services

Scarce Resources
Decision Making

Need for an economic
system

Private enterprise
eccnomy
Modified private
enterprise economy
Mixed economy
Free enterprise economy

Profit
Profit motive
Consumer decision
making

Circular flow of income

BASIC OBJECTIVES

ABILITIES AND SKILLS

Attacks problems in a
rational manner

Locates information
efficiently

Gathers information
effectively

Evaluates information and
sources

Organizes and analyzes
information

Draws conclusions

Works well with others

viii

AFFECTIVE ATTITUDES

Values the scientific
method

Values rational thought

Is committed to free
examination

Respects evidence

Is skeptical of the finality

of knowledge

Demands empirical verifi-
cation

Believes in the values of
the social sciences

Is skeptical of theories
of single causation

Is skeptical of panaceas

Feels responsibility to
keep informed

Believes that social
improvement is possible

Feels responsibility to
take informed action

Values human dignity

Evaluates in terms of
effects



CONCEPTS BASED UPON
GENERALIZATIONS ABILITIES AND SKILLS AFFECTIVE ATTITLL.ES

Markets
Decentralization

Supply and demand
Prices
Competition

Monopoly
Anti-trust laws
Regulation

Economic role of Government

Comparative studies
The spectrum of systems
Changing systems

Economic growth
Per capita output
Rapidity of growth
Productive capacity

Economic stability
Inflation
Deflation

Measurement
Budgeting
Accounting
Social
National income
Personal income
Gross National Product

Determinants of National
Production and Income

Economic Stability
Fiscal policy
Monetary policy

Distribution of Income
Market determination
Economic justice
Redistribution
Role of profits
Personal distribution
Labor, wages, and

unions
Farm income
Economic security

ix




CONCEPTS BASED UPON
GENERALIZATIONS

Exports

Imports

International investment

Basis of world trade

Problems in world trade
Foreign exchange rates
Foreign exchange
market

Balance of payments
Tariffs

ABILITIES AND SKILLS

AFFECTIVE ATTITUDES



TECHNIQUFS FOR EVALUATING OBJECTIVES

1

FEvaluation of the objectives of these units is a valuable and essential

part of the learning process. It provides the open-endedness to learn- %
ing which is so essential. By using evaluation the teacher helps the .
individual and the group assess their acquired skills and learnings but -
immediately applies this assessment to new and more complex learnings. B

e

The scope of evaluation is wide and may be applied to the individual,
the group, the process, or the total program. Because it is difficult
to isolate any of these, it would seem that the evaluation should be
concerned with all of the involved inter-relationships.

Techniques that we will use to measure the assimilation of skills and
abilities and affective objectives by the students will be the following:

A. STUDENT SELF-EVALUATION

Students will be constantly evaluating and re-evaluating the
validity of their conclusions through research and discussion.

Periodically the group should be given the opportunity to
discuss the manner in which they handle discussion cf a problem.
The central topic should be "how can we improve our discussion
techniques individually and as a group?"

B. TEACHER-STUDENT CONFERENCE

During the conference the teacher would use this opportunity to
give personal attention to the student and his progress.

This time could also be used for a short discussion of his
participation in the program.

The conference alsc presents an opportunity for the teacher to
assess attitudes and changing attitudes from tks conversatien
of the student. This conference presents an opportunity to
assess the effect of the stated objectives of the units on the
student.

C. TEACHER OBSERVATION AND EVALUATION

The alert teacher will seize the opportunity to observe and
evaluate the continual growth of the student and the group toward
mastery of the objectives of the course. Any information about
individuals within the group that the teacher gains in this
manner can be discussed with the student at an opportune moment
or at the time of the student-teacher conference.

Through observation, evaluation will focus *won subjective
factors inherent in the program.

;i
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TEACHER-MADE TESTS

Tests used within this course of study will be varied in
character., The tests will be designed to cause the student to
recall gene.«i principles and concepts rather than isolated,
seemingly ncn-related facts.

Tests will evaluate skills, attitudes and knowledge.
STANDARDIZED TESTS

The standardized tests given during the senior high school years
should be relied upon as important instruments in evaluating the

social studies program.

An area of concern should be the use of attitudinal tests and
attempts will be made to identify and administer these.

11
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Duplicated Resources
for
Consumer Economics Unit

1. Project 54 - Investing in Stocks

Note

no

3. Chattel Mortgage
4, "Why Auto Dealers Den't Like Cash Buyers"

"Chart Shows Which Groups have Power to Control What
Advertising Transgressions with What Methods"

5. Family Budget Work:sneet

6. Family Finance Glossary
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Name

PPOJECT 54 - INVESTING IN STOCKS

Assume that you have the funds to buy a unit of 100 shares of stock in each of
tour different corporations. From the quotations in the financial section of a city
newspaper, select four different types of stocks (e.g., one rail, one utility, and
two kinds of industrials), and keep a record of the dialy transactions on these
stocks for two weeks. At the end of the period determine how much you have gained
or lost on the value of each stock. It is to be remembered that gains or iosses you
may make do not take into account brokerage commissions, taxes, and other costs that
may be incurred in your transactions,

Use the graphs below to plot your information. At the top of each graph give the
name of the stock; below each graph give purchase price, final sales price, and gain
or loss (+ or -). Set your own vertical scale to allow for fluctuations within each
graph. Use the same scale on each graph (e.g., let one vertical equal 1/3 change.)

Name of stock: Name of stock: Name of stock: Name of stock:

Purch. Price:

Final Sales
Price: ——mo— o — -

Gain or loss _
(+ or -)!  ———— —_— ——————

48
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No.____ . NOTE

Name . .. R Amount $ L 19
Address & /]0‘()
City Comm . Minnesota, . ’ .

_ For Value Received, ______montha after date, the Undersigned jointly =nd

geverally promise to pay to the order of Community Credit Co, the
principal sum above indicated, together with interest at the rate of
» Minnesota, REight Per Cent (8%) per annum after maturity and have assigned and

COMMUNITY CREDIT CO., Payee

deposited herewith as collateral security Investment Certificate of Com munity Credit Co. bearing the zame number as this Note.

The words "undersigned” and “we” include makers, signers, endorsers, guarantors and sureties, ard each of us jointly and sev-
erally promises to pay and perform the obligations hereof.

We agree that until this note 18 paid the holder muy call for additional ccllateral security whenever that herein deseribed shall bo insufficient in the opinien
of the holder and thiat on failure to immedintely comply with such de:aand, or defanlt be made on any installment puyment: an any property pletwed as collaterul, or in
case of the insolvency or bankruptey of, or of any general assignmen: by, any of the undersignal, or upon the appointment of a vec:-iver fur any of the undersigned, or
in the event of default in any of the terms of this note, then this obligation, at the option of the holder, shall immediately become duc and payuble whether due acrording
to ils face or not, and the holder then may sell said collateral at public or private sale, without notice or demand of performante or demanding payment, with the right
o said holder to be purchaber; and after deducting all lexal vosts and exnense for protection of said property and the sale und delivery thereof, the residue sha!l be
applied to the nayment of this nuie and the surplus, if any, returned to the undersigned, nnd in case the proceeds of the sule of vaid colluteral shall not cr.er the
prineipul, interest and expense, the undersigned promise to pay the deficiency farthwith,

We agree thal in the event that the amount actually loaned shall be less than the face nmount herein, liahility shall be for the amount actualiy loaned ¢ for any
balunee remaining unpail . and ussent to the addition of one or more signatures Lo thia note, and axree that it shall not be nercessary for the kolder Lo ruw 1 o legal
remedies apninst any of the umlersigned before proceeding against any other of the undersigned; nnd myree that no rel: asze of one or more of us, whethe: ', .,eration
of Iaw wr by act of the holder of ihis note shall release any of the undersigned; and agree that if this note is placed 3. the hands of an attorney for co? o ln the
event of defnult in tny of i tevins and conditions herein, to pay in addition to the principal and interest, (15%) of said nrineipal and interest for and ax ¢ ory's s
and colle: Lion expuise. We walve notice uf aeceptance, demand, protest and notice of protest, and notice of defnult, presentment for payment a1l diligenve o e Tt o
and W fiiev Uit tie hoider ohall not be compeiled to resort first to the collatern] hypothecated for the security of this note, and may at its option require any .{ the
undersigited Lo pay Lhis hule, nicd we assent to any renewal or extension of time of payment or nerformance uf any of the conditions of this note,

Additional
Signatures
Signatures

Form Ne. A

ao

ERIC A

Aruitoxt provided by Eic:



Neo.

Name

Address

City . ,» Minnesota,

County

COMMUNITY CREDIT CO., Issuer

e e .» Minnewxota,

INVESTMENT CERTIifICATE

Amount $ , 19
. & T

Pavable in _ . ___MONTHS

in ( semi) monthly installments of $ eac

beginning on the “day of , 19

Subject to the terms and condi.ions herein sst forth. this certifies that the individual(s) named above is the owner of an Investment Certificate of Comm.

Credit Co. in the principal amount skown nbove, an has buon registered as such on the boo™

. of the Company.

The owner of thia Certificate agrees to pay Commuanity Credit Co., at ita office, the above principal svm in aqual successive monthly {(or other period indiu

above) installments as set forth above.
This Certificate shall not bear interest,

This Certifieate Is transferable only upon the books of Community Credit Co, upon presentacion thereof with proper endorsement thercon,

Community Credit Co. agrees to accept this certificate as col’ateral for any loan or lcans made by it to the holder hereof but reserves the right to refuse appl
tions for lnane from the holder or holders hereof for any reason thzu it may deem sufficient. Upon maturity of any loans made upon the security of thin Certific

Comnuinity Credit Ce
handling charges, to the reduction of the balance owing on said loan or loans.

Countersigned ;

Authorized Signature

agrees to accept from the holder a surrender of this vertificate and thereupon apply the amounts, if any, paid on the Certificate, less la.

COMMUNITY CREDIT CO.

By

Authorized Signature

I hereby agree to purchase the above investment certificate and agree to the terms and conditions thereof.

f
For value received, 1 hereby aesign, pledge and transfer the above investment certificate together with all my rights and interest in the samec L “ompv

Credit Co. as security and as collateral for any loans mads to me.

Dated . 19

- {8
Witness__ . (Se
Form No. 1A
NOT VALID UNLESS COUNTERSIGNED
First Carbon Note
Name Amomt $__ 19
A llress . e . e & l10”
ey e e e s Minnesota,
County .
e e e — Pavahle in _ — MONTHS
CHAIMUNIUY CREDIT COL, Mortpager m (_______semi) monthly installments of % e eacl,
. . ., Minnesota. beginning on the day of L
FREE SERVICES FOR YOU This rvtnn? is merely for your convenicnce and catties herein e Lol cone
tute o l(‘C‘?lpl. )
Pavebeck s Cashedd Notary Sorviee, DATE PATF DAT K
veheoks fashe e Notary Service MAILED  AMOUNT  MAILED  AMOUNT  MAILFD  amu

Persopal Budper Planning.
e Advice On Auto Insurance.
e Advice On The Financing of Anything.

A Lj Jw

GREEN STAMPS!

SFACE 15 ROVIDEDL UNDERNZATH COUPONS TO RECORD YOUR PAYMENTS.

U default is made in any payment then at the option of the lender the wh
amc unt of the loan rhen unpaid shall at once become due and payble

Second Carbon Note

Q

ERIC

Aruitoxt provided by Eic:

42



E

i hdd AvdAd. 4 - - . 4 3 via EE <

Nome Amount # Y
Address . . & )11”0
Caty - , Minnesotn,

Crunty . avable in__— MONTIHS
COMMUNITY CREDIT CO., Mortgagee im (_____semi) monthly installments of $ each,
e , Minnesota, heginning on the_____ day of 10—

Know all men by these presents, thut the individuals identificd abeve, of und in the cily and vounty named above, State of Minnesota, hereinalter «allod Mortgas
wor, hereby seils, conveys, lransiers and mortgages 1o Communily Credit Co., a corporation of the State of Minnesota, with an office located as shown, herein

vatled Mortgagee, the following described chattels, located at Morigagor’s addre ss above, to~wit:
No. of ) .
Year |  Make Cyls. Model Type of Body Serial No. Motor No. l.icanse No.

1

2
Complete with all attachments and equipment.

Living Room Dining Room Bedroom Kitchen Utility Misce
Dav t bl. Bed.
enpor Table pe. & Mat, Range Freazer
"hai irs Sgl. Bed, ig. . i

Arm Chair Chairs Sgg. Mat. Refrig Sew. Machine

Coffee table Buffet Vvanity Washer Rugs

End table China Closet Dreaser Dryer Lawnmower

L.amps Huteh _{Chests Table Vacuum__

T.V. Chairs

Stereo. Rad, Dishwasher J.

Mrse,

And, if houschold goods are listed above, then this mortgage shallcover all other goods and chattels of like nature and all other fum,, household appliances, tele~
vision sels, radio sels, fixtures, rarpets, rugs, clocks, fitlings, linens, china, crockery, cutlery, utensils, silverware, musical instruments and household goods
herealter 1o be avquired or commingled with or substituted for any property herein mentioned, said property now being and remalning or herealter being and re-
maining in the Mortgagors’ possession.

TO HAVE AND TO HOLD the same unto said Mortgagee, its successors and assigns, forever, provided nevertheless that if the said Mbrigagor shall well
and truly pay of cause to be paid lo said Mortgagee, its successors, assigns or authorized agents at its or their regular place of business the principal sumin-
dicated ahove in the successive monthly installments indicated above, succeeding installments after the first being payable on even Jdales of each succecding
month thereafler, until the Principal amount of this mortgage is fully paid, and any renewals of the same, or any parl thereof, together with interest alier maturis
1y at the highest legal rate until paid and shal! punctually asd {uithfully perform each, all and every tovenants, stipulations and agreements herein tontained
on »is paii to be performed, then this instrument shall be void, otherwise to remain in full force and effect.

Said Mortgagor further promises that he will use sald goods and chaliels with reasonable care, skill and caution, and keep same in good repair without
any liability on the Mortgagee, and under shelter, and will not permit the same to be damaged, injured ord reciated, and will not attempt to sell, assign or diye-
pose of said goods and chattels, or any interest therein, or remove or permit the same to be r noved from the county wherein he, she, il, resides with~ut the
written consent of sald Mortgagee, and will not encumber or permit any encumbrance or lien of uny character whatsoeve, against the same; and that he will pay
all taxes that may be levied against said goods and chatlels, this instrument or the indebtedness secured hereby.

Mortgagor agrees that in the event of any law requiring or permitting the recordation of this Agreement or notice thereof, that it shall be recorded ot the
expense of the Mortgagor and in his name, and at any time, by the Morlgayee, or the holder of this agreement,

Mortgagor vovenants thal he exclusively owns and possesses said mortgaged personal property and that there is no lien, claim or encumbrance or Condi-

lional Sale Aygreement covering the same excepting (if **none’’, jo state). Mortgagor frther covenants that he will not use
or cRuSe or permil to be used the Car herein mentioned for the transportation of liquors, wines or any other beverage, for personal or commerclal use, prohibited
by any Federal or Stale statute to be transported, and it is hereby agreed that should the Car, hereinbefure described be used for such purpose or any other un-
lawful purpose, it shall be considered as a default under the mortgage, whether or not, there snall be a default under any other terms or conditions hereol,
whith shall entitle the holder hereof to immediate and continued possession, by replevin or otherwise, of the Car herein described. If household goods are covs
ered by this mortgage, the provisions of this paragraph as to said Car shall likewise be applicable to said household goods insofar as applicable to any unlaw-
ful use thereof. -

Mortgagor shall keop said mortgaged property insured agains! fire, windstorm, theft and all physical damuage payable to and protecting Mortgagee for nol
less than the total amount owing on said note until fully paid. Loss, injury or destruction of any of the mortgaged property shall not release mortgagor from pay-
ment hereunder. Morigagor agrees to obtain and keep in force at his expense all such insurance, and other insurance requested by Mortgagee, in form, amount
and Wrillen by insurers satisfactory to Mortgagee. If Mortgagor does not do so, Mortgagee is authorized to do so st Mortgagor's expense ', be included herein or
paid by Mortgagor on Jdemand, All premium refunds are assigned by Mortgagor to Mortgagec to the extent of unpaid balances due under this mortgage.

And in case said Mortgagor shall neglect or refuse to pay said taxes as aforesald, or permit said goods or chattels to be damaged, icjured or depreciated,
then said Mortgages may at said Mortgagee’s option pay all such taxes and assessments aforesaid, repair any damage or injuries and restore any depreciation;
and all sums of money th s expended mre hereby secured by these presents and shall, upon demand, be repayable by said Mortgagor to said Mortgagee, and may
be retained by said Mortgagee from the proceeds of the sale of said goods and chattels herein authorized.

In case defaul’ be made in the payment of said debt or interest after malurity, or of any of the payments above scheduled, or any cxtensions or renewals
ar reurrangements thereof, or if any execution, attachments, sequestration or other writ shall be levied on said goods and chattels « on any other Pproperty of
Mortgagor or if @ petition under the Bankruptey Act or any Amendment thereof shall be filed by or agains® sald Mortgagor, or if said Mortgagor shall make an as-
signment for the benefit of his creditors, or if said Mortgagor shall fail to keep and perfecrm any of the covenants, stipulations and agreements herein contained
on his part to be performed, or if any insurance company should cancel as to Mortgagor any policy against the hazards of fire and theft, or if sald Mortgagvee
shall @l any time eem said mortgage, said chattels, said debt or said security unsafe or insecure, or shall choose so to do, then upon the ha, .:ning ofsaid
contingencies or any of them, the whole amount herein secured and each of the above scheduled payments remaining unpaid are admitted by Mortgagor 1o be im-
mediately due ond payable and the whole thereof shall, without notice and at Mortgagee’s option, become and be immediately due and payable, and said
Morlgagee At its option without notice, is hereby authorized to enter upon the premises ol the Mortgagor or other places where said property might be, and take
pussession of and remove said property, and all equipment, accessories, or repairs thereon, which shall be considered a component part thereof and subject to
this murtgage, and, without tegal procedure, sell the same and all equity of redemptior of the Mortgagor therein, either at public auction or private sale, in such
vounty and at such places as Morlgagee may elect, without demand for performance, and out of the proceeds of said sale pay all costs and expenses of pursuing,
taking, keeping and advertising and selling said goods and chattels, including reasonable attorney’s fees, and apply the residue thereof toward the payment of
said indebtrdness or any part thereof, in such manner as said Morigagee may elect, rendering the surplus, if any, unto said Mortgagor, his executors, adminis-
trators and assigns, upon demand. Mortgagee may take possession of any other property in the above described motor vehicle at the time of reposseusion and
held tive same temporarily for the Mortgagor without eny responsibility or liability on the part of the Morigagee or its assigns.

And said Mortgagee may purchase at any such sale in the same manner and to the same effect as any person not interested herein. If from any cause said
property shall fail to satisfy said debt, interest af,er matwurity, costs and charges, said Mortgagor covenants and agrees to pay the deficiency.

The waiver or indulgence of any default with respect to any of the terms and conditions herein contained shall not operate as a walver of subsequen de-
faunlts.,

This mortgage shall apply to and bind sald Mortgagor, said Morlgagor’s heirs, personal representatives, successors and assigns and inure to the h e
of said Mortgagee, soid Mortghgee’s representatives, successors and assigns.

MORTGAGOR’S RECEIPT FOR COPY

"The undersigned Mortgagor hereby acknowledges the receipt from the Mortgagee of a true, comect and complete copy or dupli-
cate of this mortgage.

IN WITNESS WHEREOF the Mortgagor h2s hereunto set his hand this day of , 19

X X

(Mortgagor Sign Here) St (Mortgagor Sign Here)

Q
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BEFORE ME, the Undersigned, a Notary Public in and for

day of . ., 19__.._, personally appeared _.

and acknowledged the execution of the foregoing imstrument to be

WITNESS my hand and official seal.

My Commission Expires

88,

County, State of Minnesota, this_____ .

free and voluntary act and deed.

o2
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Notary Public.
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WHY AUTO DEALERS DON'T LIKE CASH BUYERS

Free competition depends on informed buyers. The buycr who pays cash
“or a car can compare prices charged by competing dealers. The buyer
who does not pay cash (and most autos are sold on credit) is sometimes
1wt so lucky. This article, which originally appeared in a leading con-
sumer publication, points out that some unethical auto dealers will
deliberately deceive customers into paying excessive credit charges.

In hcarings held at both Federal and state levels, and in a number of
court cases, evidence revealing the degree to which auto retailing has
become a kind of con game has been accumulating. One of the most recent
records was compiled by the dealers themsclves, together with their
commercial allies, the banks and other lending institutions, at a hear-
ing before California's Corporations Commissioner. The matter under
consideration was Sears, Rocbuck & Co.'s request for a license to go
into the business of making automobile loans.

It was quite a hearing. Banks, small lcan companies, industrial loan
companies, sales finance companies, independent insurance companies, and
auto dealers were all there, as well as Sears, of course. A big pot was
at stake. More than 10% of all cars sold - new and used, {or cash or
credit - are bought in California, where auto sales this year could total
as much as $4 billion. An estimated 70% of that amount will be financed
at rates ranging upward of 36% true annual interest to a low of around
8%. These latter terms are the $4-a-$100 bank loans made directly to
consumers with good credit ratings. Such low-cust loans account for only
a fraction of car debt, however, because banks and other lenders make
most of their loans through dealers, whose rates are considerably higher.
Allstate (the Sears insurance company) terms, said Sears, would be
competitive with low bank rates. Competition on rates, however, was not
the only dealer worry, nor was it the worst. What upset auto dealers
most was that the Allstate loans, iike the low-rate bank loans, would be
made directly to car buyers; hence these borrowers would become, so far
as dealers were concerned, cash buyers in their salesrooms. And the
more cash buyers are decidedly not what dealers are looking for.

The amount of the profit to be made from selling cars on time
depends, in large part, on the opportunities offered for manipulating
charges - or "making a package,'" as they say in the trade. A package
consists of trade-in, insurance, and finance rates. ''Three ways to skin
a cat'" is the way one banker at the hearing put it. 'We have different
rates depending on the risk," rfaid a Ford dealer. And in answer to the
question '"So you adjust the basic price of the car to fit the deal you
can make?!' another dealer said: "Every automobile dealer in the United
States has to adjust the deal to the customer's ability to pay..."

From '"Why Auto Dealers Don't Like Cash Buyers' in Consumer Reports

(May, 1965), pp 258-261. Reprinted from Consumer Reports with permission.

Copyright 1965 by Consumers Union of the U.S., Inc., a nonprofit organi-
zation.
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Poor Credi* Better Than Cash

The dealer, however, does not adjust his price as the old-fashioned
family doctor did. In auto salesrooms, the charge is an inverse of the
ability to pay - the lower the ability, the higher the price. This,too,
was freely admitted by the dealers. There was, in fact, a good deal of
testimony from both dealers and lenders about the amount of poor-risk
credit they extended. Nevertheless, the dealers, in particular, made
it plain that they preferred the gamble of extending poor credit to the
assurance of selling cars for cash. The gamble, of course, is not great.
The car can always be repossessed to serve as a lure to another, and
still higher-cost, credit deal. (Loans on used cars earn higher rates
than do those on new cars.) Thus the profit possibilities offered by

even the poorest credit risks are such that dealers discourage cash
buying.

The trouble with the cash buyer, as the dealer sees him, is his
interest in price. Furthermore, a cash transaction is usually too
straightforward to allow for stratagems to deflect attention away from
price. Opportunities to befuddle the credit buyer, on the other hand,
are multiple beyond any layman's imagination.

Selling at big-volume outlets, it appears, is done on '"'the shuffle
system,'" by a team made up of a '"liner," a "T-G man,'" a finance man,
and a '"closer.'" The liner, who meets the prospect at the door, lines
him up: learns whether he is a cash or a credit buyer, what he has
to trade in, how much a month he plans on paying, and so on. The T-O
man, to whom the liner T-0's (turns over) the prospect, builds up the
deal with more extras, more insurance, longer terms, etc. The finance
man figures up the take on one deal as opposed to another, adjusts the
terms to make up for the trade-in, and contacts a co-operating small ,
loan company if extra cash is needed to bolster a down payment. The -
closer winds up the deal.

Fast-Shuffle Crews

...the auto fast-shuffle crews know how to apply pressure almost to
the limits of endurance. Salesmen appear, disappear, and reappear,
"purposely making the customer wait,'" wrote the Committee, in order to
render him "physically tired of waiting.'" "psychologically tired of
negotiation," and "more prepared to conclude an agreement and make con-
cessions.'" Witnesses told of spending four to five hours in one visit
to a salesroom.

One technique used to hold a customer throughout this ordeal by
waiting is an astonishingly simple one known as "bushing,' which the
Committee defined as trapping a customer on the premises by depriving
him of the automobile in which he drove to the lot. As an example of

bushing, the Committee quoted from its records the case of Mrs. Hazel
Cary, who had driven to the lot in a Nash:

- =
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CHAIRMAN REES: When you wanted to get out and get in your car and
drive away, you just couldn't find the Nash?

MRS. CARY: 1 asked three times definitely, "Where is my car?"
because I wanted to get out and drive away. They said, '"Well, I don't
know wherc it is. Maybe so-and-so knows." And you couldn't find anybody
around there. Nobody knew where anybody was; there are so many of them
running around here, there, and everywhere. You ask somebody and, "Oh,
I don't know. Maybe he is over there."

At the end of two hours Mrs. Cary bought a new automobile, signed the
papers, got in the new car immediately to drive away, anl found, neatly
piled on the front seat, all the personal effects that had been in the
trunk and glove compartment of the missing car.

Whether induced by bushing or more subtle techniques, waiting time is
apt to be spent in smal. customer booths called '"hot boxes." A hot box
is a booth wired for sound so that the sales crew has access to its
victims' changing state of mind. The Committee reported on the box this way:

He excuses himself for a few minutes, leaving his customers alone in
the booth to talk among themselves, and goes into a back office to
listen to them. He hears a conversation that concludes with the wife's

agreeing: "If we can pay $85 a month, it's OK with me. That way we can
make those payments all right and still get by with the furniture loan
also." The salesman soon returns to his customers, armed with the

knowledge of their private thoughts, and asks whether they could afford
"about $85 a month?" He has figured out that a 30-month contract at
$85 a month is a little better even than the 24-month contract at $100
a month he was trying to write.

It is in the negotiating that goes on as the liner, the T-0 man, and
the finance man pop in and out of the hot box that the car buyer really
gets the business, however. Deal after deal is gone over, jotted down, 2
added up, discarded, rewritten. The customer is often asked to sign -
several sets of documents, papers that are sometimes blank, sometimes
filled out; but '"in all cases,'" says the Committee, these multiple
documents are used as ''a means of preventing the customer from knowing,
at any given moment, whether he is bound on any contract and, if he is,
what the exact terms of the contract are." Yet, in spite of all the
paper shuffling, or perhaps because of it, a great many auto contracts -
are signed in blank and a good many car buyers never do know what they
have signed. They are not given copies of their contracts. Even if
they were, chances are a number of them would have difficulty detecting
such expensive paper traps as that: they have been sold unnecessary and
extremely costly insurance; they have received limited coverage after
asking for full coverage; their insurance premiums, which run for only
one year, are included in the unpaid balance on which they pay interest
for three years; their unpaid balance includes a part of their down
payment; they have a balloon payment (a large final payment) they did
not know they had; they have signed a second-mortgage on their home
without knowing it, they have signed for a small loan at high interest
rates in addition to the car loan; their debts were not consolidated
as promised; and so on and on and on,

20
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There is, practically speaking, no redress for such abuses. As the
Committee pointed out ''a wronged buyer, whose loss is likely to be only
a few hundred dollars, may find it difficult to obtain an attorney and
will be dissuaded from taking any action at all." Dealers, on the other
hand, "make a practice of fighting all cases...refuse to settle them and
if they lose in trial court, they invariably file an appeal."

>

Not all customers are equally abused. One of the liner's jobs is to
figure out just how much of a pigeon has walked onto the lot. The cash
buyer, the sophisticated buyer, and the rare customer who can match
aggressiveness and cunning with sharpsters can withstand a fast shuffle.
And all dealers are not inclined toward, nor equipped for, such dealings.
The Committee's conclusion was that only a small minority of the dealers
were involved in the most serious offenses; but the Committee noted
that this minority was made up of large-volume dealers, whose activities
exert an almost irrestible influence over smaller dealers..

For Review and Analysis

1. What effect would a "truth in lending" bill have on the practices
cited in this article?

2. Is the "hard sell" a sign of competition or lack of competition?
Do the practices described in this article increase competition or
reduce it? How do the answers to these two questions relate to one
another?

3. Why would Sears, Roebuck, a leading department store and mail-orxrder
firm, want to go into the automobile finance business?

4. Why doesn't competition work to drive down finance charges?

Py



nesing SSsUISNg 193199 - 499«
UOTIRIISTUTHPY BNI( PUB POO{ - V(H«
UOTSSTWWO) SpBAI [BISPI4 - Dld«
¢z-zz dd “6S61 ‘81 Iaqueda(
‘yul ,SaA33UTI4 ,,‘BUTSTAIILAPY UT - 82USLTFUOD OTTQnd PuUB - 83SBL PUE Yni] SI03177Y 03 wex8cxd v, WOoXi

*Q0SSsY BIPSH 59T} TURU]
P ) (239 Fsx031139duwOd
(-23e 3o juswafexedstp
‘xonbty ‘IeaJ pue xas JO
*J0SSY pIey osn ssozd ‘syeadde
ouj JDd nfng 01 Awwop TTSLu
ETPON fsuo(lduny pur swexd
-eTp 4poq) s1Sel DBy
. Y — [STETOJSUiod pue Spe |
(T6I3U0d 30 jusuwoede(d xood
"20SSsYy -319S) ‘8urijods-o1dTal)
BIPOW € S95590X%X2 BIPSN
- aa « SEFY)
‘spro3oies ‘spe
"J0SS8Y *00SSy BTIPSK Jspesal ‘pnol 003

STBRTIOISUUWOD ‘UOTITIZ .

-adex ‘uorjeanies) {>
S9SS90X9 IOSTIISAPY v
"J0SSY "30SSY _
sqgdd sqg4d sqggd BIPON suo1jleaaddexy
“20SSYy “20SSYy S9T31)
JLd 214 Jl4d BTPSN $831e1S BuTsTiaeApR 1TBq
S4dd sgdd sgd4d JLd Furpnidutl ‘A1 TI]
921330 S8T3T) SeT1T)
*20SSY *D0SSY 1504 s931®B31S s931B81S seo1xd
J1d DLA D1d | @1330 1504 Yad vad Auoyd Burpnyout
sddd sddg sddd BIPSN 90T3F0O 3Is0d 90TF3F0 3s0d ‘spe SUTPBOISTR
oLd 2L4
991330 S8T11)D S8T311)
SUOT3IRTIO0SSY | suoIle 1s0d | @21330 3S0d S91®39 S931B3S uo13l®el
XK | -To0Ssy sddd BIPSN va4d vad -ussaxdeastu ‘pnexj
sdd sddd 214 90TFFO 350d 90 TFF0 3S0d
JLd oLd
uoT3IEONPS SUOT31BINAIAS _
Aousde pue aInsus) aansodxy diysiosua) | ‘sIspio 3SISOP UOTIND9501d| NOISSTYOSNYIL 40 FdAL,
I9STIIOAPY pue asea) |

SAOHLAN LVHM HLIM SNOISSTUOSNVYL ONISIIYIAQY LVHM TOJLINOD OL YIMOd FAVH SINOYD HOIHM SMCHS IMVHO




FAMILY BUDGET WORKSHEET

For month of ... ... ... , 19

This worksheet is designed to assist the family in planning and reccrd keeping. Families should compare their allowances in each
area with averages shown in the Family Budget Slide Guide.

FOOD $.

Groceries, meat, milk, vagstables, eggs, fruit, etc,,
rost of lunches and all meals out, etc.

HOUSE OPERATION $.en.

Fuel, light, gas, telaphone, water, housshold help,
gordener, housshold supplies, cas.i ar zredit pay-
ments for housshold furniture and eguipment,
houssholrt ikniiances, draperies, linen, etc.

CLOTHING L JU

Clothing for all members of the fomily, dry clec
ing, laundry, repairs, pressing, miscellaneous ¢
ce.sories, efc,

ITEM AMOUNT

ITEM AMOUNT

ITEM AMC

SHELTER $ ...

Rent or that part of paymant on home which is
applied 1o interest, repaiis and properry improve-
ment, real and personal property taxes, fire insur-

TRANSPORTATION $.

Carfare, automobile payments, auto insurance,
repairs, tires, gas, oil, upkeep on car, eic,

PERSONAL ADVANCEMENT §........

Health, health iasurance, education, recreation,
vacation expense, newspapers, mapazines, books,
hobbies, dues, state income taxeus, membership

ance, ek, fees, personal allowances, baby sitter, entertain-
ment, etc.
ITEM AMOUNT ITEM AMOUNT ITEM AMO!
NET INCOME = S§.... ...
TOTAL EXPENSE $ .. SAVINGS, INS., CONTRIB. §. ... .. Although payroll  deductions may  include

Note: Copy totals from the three “HERS” columns,
add and put total at right—Do same for ""HIS"'—
then add.

Savings accounts, retirement programs, life ia-
surance, stocks, bonds, payment on home mort-
gage principal. CTontribution to churches, shari-
ties, misc. gifts, eic,

savings, taxes, uniorn dues, efe., it i3 simpler
to ignore these deductions as items already
budgeted, and to use the take home pay or
net monthly income as the basic budgeting

_figure,

ITEM AMOUNT ITEM AMOQUNT BUDGET GUIDE ANMOL

FOOD Husband’s Monthly Take Home Pay
__HOUSE OPERATION Wite’s Monthly Take Home Pay

CLOTHING Other Regular Monthly Income

TOTAL "HERS” BUDGET Other Regular Monthly Income

SHELTER =11

TRANSPORTATION

PERSONAL ADVANCEMENT {

TOTAL ”“HIS” BUDGET

TOTAL “HERS & HIS” EXPENSES $

et

ofs TOTAL 5AV. & CONT.  §

e e

~+==.=

== NET MONTHLY INCOME $

EDUCAT!ONAL SERVICES DIVISION

NATIONAL CONSUMER FINANCE ASSOCIATION
1000 SIXTEENTH STREET, N.W., WASHINGTON, D. C. 20036
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INSTRUCTION SHEET

DIVIDED RESPONSIBILITY FAMILY BUDGET PLAN

Family Goals

People want many things from a marriage. As husband
and wife they want to find happiness. As parents they
want to give their children cvery possible advantage. And
as a family unit they want to be financially independent—
to cnjoy a good standard of living, and a reasonable
degree of economic security.

Family happiness depends largely on how successful
people aic in achicving these ambitions. The amount of
income is not the most important factor. Onc need only
read his daily paper to know that people with high in-
comes have family problems too. The key seems to be
in planning family spending—-in budgeting.

A family budget plan adds to the security of family
relationships. It eliminates doubts, distrust, and baseless
fears. It helps get the most from resources and still main-
tain a safeguard against emergencies. It helps people live
more fully in the prcsent even while they are preparing
for the future,

Family Budgeting

DO NOT ATTEMPYT TO MAKE YOUR OWN PER-
SONAL BUDGET CONFORM EXACTLY TO THE
BUDGET GUIDE, but do compare your budget with the
Guide. 1f you are high in some areas, be sure there is a
good reason. If there is, remember you must cut down in
some other areas to make up for it. A budget is a special-
ized plan for a certain family. It should help them get the
most out of their resources in terms of things that are im-
portant to them. That is why your budget will not be exactly
like the Budget Guide, nor like anyone else’s budget. The
important thinig is to plan your sperding and savings
so that your income wiii provide for your family the maxi-
mum of the things that are important to each of you.

Budgeting is Easy as ABC

A. Using the Budget Guide, find the monthly expendi-
tures for families with your net income (take home pay).
and with your number in family. This is an average
budget.

B. Next keep a record of your family's actual spending
for onc month and enter in the appropriate lines of the
worksheet on the back of these instruictions. Note the
“Hers,” “His,” and “Theirs” totals.

C. Comparc your actual “Total Expense” with the
Guide and decide how much your family should spend
in cach category. Check to be sure that Total Expense
plus Savings cquals Net Monthly Income (bottom of wvork-
sheet). The result is your family’s personalized budget.
Try hard to stay within its limitations. It should serve
you until your incomc or your needs have changed, then
you will want to make up a new budget,

Dividing The Responsibility

The easiest way to follow your peisonalized budgi is
the Divided Responsibility Plan. In some houscholds, the
husband or the wife assumes all the responsibility for
budgeting and spending all of the family income. Such a
system, however, excludes others in the famnily from
sharing this important family responsibility. Budgeting
should be a family activity, shared with the children who
are old enough to cxpericnce the financial realities of
planning family spending.

Budgeting nced not be tedious or time-consuming. Un-
der the Divided Responsibility Plan, one month’s record
and a round table conference in which the cntire family
participates, can serve to budget income into broad cate-
gories of expenses and savings. The wife then assumes
responsibility for spending the amounts budgeted for
Food, Houschold Operation, and Clothing, while the hus-
band handles the money for Shelter, Transportation, and
Personal Advancement.

As iong as both can supply the needs of the family
within the total amount allotted for their arcas of re-
sponsibility, there nced be no detailed record-keeping.
When the amcunt allotted proves insufficicnt to meet the
current or anticipated needs, however, a detailed account
of all spending should be kept for a month or two (on
Family Budget Worksheets) to determinc where the plan
is breaking down and what steps should bec taken to
bring spending back into line with income.

Credit Management

Careful credit management demands that before a new
credit obligation is assumed, the budget must be checked
to be sure there will be money enough to make the neces-
sary payments. If your net income is $500, for example.
and you are considering a new car which will require a
$50 a month payment, you will have to cut expenditures
to see if you can adjust your expenditures to provide a
“surplus” of $50 so you can make your payments. If so,
you may decide to buy the new car. If not, try $25 pay-
ments and a cheaper car, or maybe you can’t afford to
take on any payments at all right now. Never sign up
for credit payments of any kind until you have assured
yourself you can handle them without sacrificing things
that are more important to family living,

Adjust the Budget for Your Convenience

A good budget is one that can be tailored to your own
needs. If Hubby spends $10 a week for lunches, for ex-
ample, there is no need for the wife to dole the money out
from “Her" allowance; she just deducts $40 a month from
“Her” total and adds it to “His.” MNake such other ad-
justments as are necessary to fit your budget plan to your
family circumstances.

Copyright 1960, Revised 1961, Revised 1964
Educational Service Division
National Consumer Finance Association
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FAMILY FINANCE GLOSSARY
MONEY

Allowanc.z: A spec1f1ed sum of money given to a child at regular intervals,
which is his to spend, save, give away or even lose.

Barter: A direct exchange of goods for goods without the use. of anything
as a medium of exchange.

Cancelled check: A check paid by the bank and stamped with the proper
mark of cancellation - generally, by perforation.

Cash reserve: An amount of cash of very liquid assets quickly convertible
to cash, kept in reserve for special purposes or to protect against
sudden emergency need.

Check: A written order of a depositor upon a commercial bank to pay to
the order of a designated party or to bearer a specified sum of
money on demand.

Checkbook money: Demand deposits in commercial banks on which checks
may be drawn.

Commercial bank: A financial institution which accepts deposits and
grants short-term loans to its customers.

Commercal paper: Negotiable instruments arising out of commercial
transactions calling for the payment of money.

Currency: A medium of exchange, including coin, government notes and
bank notes. ..

Current income: Wages, salaries, profits, or other income of the immedi-
ate period of time, this moc.:.th, this year.

Dear money: (1) The condition where the purchasing power of money is
high i.e., the general price level is low; (2) the prevalence of
high interest rates making for more difficult borruwing.

Deposit: A sum of money left with a financial institution for safekeeping.

Depositor: One who makes a deposit of funds in a financial institution.

Deposit slip: The slip, showing details of the deposit, presented to the
bank when a deposit is made.

Discounting: Lending money with the interest rate and service charges
collected in advance. A 'discount'" rate is not equal to a true
interest rate,.

Discretionary income: The amount remaining from disposable income after
essential living costs have been met.

Dishonor: To refuse to accept a duly presented check draft, or note;
also to refuse to pay one so presented.

Disposable income: The money received by the wage earner after deductions
have been made for income tax, social security, and other deductions
authorized by the wage earner. This sum is sometimes referred to as
net income.

Draft: An order signed by one person (the drawer) directing another (the
drawee) to pay a sum of money to a third person (payee), on demand
or on a certain date.

Endorse: To write one's name on the back of a note, check, etc., as
evidence of its legal transfer.

Forgery: A false or counterfeit document or signature.

Gresham's law: An economic law which states that cheaper money drives
dear money out of circulation.

llard money: (1) metallic money as opposed to paper money, the latter
being called soft money. (2) Sometimes, money with stability in
purchasing power of internatiocnal exchange.

Income: The money that is earned by (wages), business (profits), and
property (interest or rent).
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Insolvency: Condition of a person or firm unable to pay current
cbligations.

Interest: Money paid for use of money.

Joint account: An account kept in th: names of two or more persons any
one of whom may claim the benefits therefrom.

Legal tender: Any kind of money which a government has officially
designated as an adequate instrument for the discliarge of
obligations.

Medium of exchange: Anything that is generally accepted in exchange
for goods and services and that represents a standard of value.
Money is a common medium of exchange. -

National bank: A bank whose charter is granted by the federal govern-
ment, hence is under its control and must be a membe: © the
Federal Reserve System and of the Federal Deposit 1p<.. nce
Coxporation.

Obligation: An a ount of money or contracted performance one is morally
or legally bound to pay or carry out.

Overdraft: Where the depositor has insufficient funds on deposit to
honor a check when it is presented for payment.

rice: The value of a product or service expressed in terms of money .

Principal: The sum on which interest is paid.

Sight draft: A draft payable upon presentation.

Soft money: Paper money as uvpposed to metallic money; sometimes money
with no stability in purchasing power or international exchange.

Standard money: The money or unit of money on which a particular
country's monetary system is baseil,

State bank: A bank that is organized as a corporation. It obtains its
authority through a charter granted by the state in which it
operates. A state bank may be a commercial bank, a savings bank,
a trust company, or an investment bank. It may also be a member
of the Federal Reserve System.

Stop-payment: Notice to a bank from a depositor not to honor a
specific check.

Stub: In a checkbook, receipt book, the portion of each ieaf that is
fastened in the binding and remainsin place as a memorandum of the
part torn out.

Take home pay: The amount of wages or salary left to the worker after
taxes, any insurance and other deductions have been taken out.

Teller: The clerk in a bank who pays out money or who receives deposits.

Tight money: Same as dear money.

Traveler's check: An order drawn by a bank upon itself by which it
obligates itself to pay a specific sum of money on demand to the
order of the person or firm whose name is subsequently written in
as payee by the individual who purchased the traveler's check.

Viclue: The worth of anything in the market place.

Vault: A room in which money and other valuable are kept.

Withdrawal: Removal, as from a place of deposit or investment.

CREDIT

Acceleration clause: A provision in a contract under which a default
in one payment makes all future payments due immediately.

Add-on clause: A clause which externds over several installment credit
purchases and provides that the seller retains the title to the
merchandise or mortgage until payments are completed on all items.

Bad debt: A debt which is uncollectible.
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Baiancc: The amount still owed on an account at any given ti.e

Balloon contract: An installment saies credit contract which s as
its final installmsnt a payment substantially in excess of the
preceding installments.

Bankrupt: One in an insolvent condition who has committed an act of
bankruptcy; also onc who has been formally declared a bankrupt.

Carrying charge: The amount by which a credit installment sale
price exceeds the cash price of a product. '

Charge account: A credit arrangement whereby a cusiomer is permitted
to charge purchases and to pay for them according to some pre-
determined plan.

Chattel mortgage: A legal document in which personal property (chattels)
is made security for payment of a debt but is left in the hands of
the debtor so long as payments are kept up as contracted.

Collateral: Tangible or monetary goods or securities pledged to guar-
antee repayment of a loan or completion of payments under an
installment credit sale contract.

Co-maker or so-signer: The signer of a note who guarantees repayment
of a debt if the borrower fails to repay

Consolidate: To bring together several obligations under one agreement
in a contract or note.

Consumer credit: Debt incurred by individuals for goods or services
for personal or family use and consumption.

Credit: A means of obtaining something of value in exchange for a
promise to pay at a future date.

Credit card: An identification card or plate which enables a consumer
to use a charge account at specific retail outlets or for specific
services.

Creditors: Those to whom one owes an obligation.

Credit instrument: Any written or printed paper by means of which funds
are transferred from one person to another. The most common are
checks, drafts, money orders, promissory notes, and letters of
credit.

Credit losses: The money lost by a credit-granting institution when a
debt is not paid. This loss may be increased by the cost of
collection activities hefore the debt is finally written off as
uncollectible.

Credit rating: The appraisal of one's credit standing, ability, and
willingness to pay obligations.

Credit service charge: The charge made for the use of credit facilities.

Credit standing: One's present credit worthiness as determined by his
past credit performance.

Delinquent: A credit account which is past due, and for which the debtor
has made no satisfactory arrangement witn the lender for repayment.

Foreclosure: Involves a sale of the mortgaged property under the order
of a court and generally by an officer of the court.

Garnishment: The legal method of obtaining a money owed by a salaried
person. A portion of each paycheck is withheld to be used in
repaying the debt, until the debt is finally paid off.

Installment credit: The use of censumer credit to purchase goods and
pay for them in special amounts over a specified period of time.

Loan shark: An unlicensed moneylender who charges excessive interest
rates.

Mortgage: The written transfer of property as security for the payment
of a debt which is cancelled when the debt is repaid. If the debt
is not repaid, the property becomes the possession of the party
holding the mortgage.
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Open-account: At the time of the sale the title to the merchandise
passes to the consumer and the store accepts .he customer's
promise to pay for the goods at a later date.

Pawnbroker: One who lends for short periods of time provided personal
property such as jewelry is pledged as security for the loan.

Promissory note: A written instrumeaut giving evidence of the fact a
debt or obligation has been undertaken setting forth the nature
of the promise to pay.

Refinance: The rescheduling of payments on an installment contract_so
that payments are usually smaller and spread over a long period
of time.

Repossession: The taking back of goods by the seller when the buyer
has failed to meet agreed payments; also the voluntary giving up
of such gocds in case of inability to pay as promised.

Revolving account: A form of credit offered by retail stores whereby
the customer is granted a specific amount of credit. As repay-
ment is made, the difference between the maximum and the balance
is available to the shopper in the form of additional credit.

A charge of 1%% per month is usually made on the outstanding
balance.

™~

INVESTING

Abstract: A formal legal document that is a condensed history of
the ownership of property.

Balance sheet: A financial tabulation which reveals net worth.

Bear: One who believes the market will decline.

Bearer bonds: Bonds payable to the person having possession of them.
Such bonds do not require encorsement to transfer owrership,
but only the transfer of possession.

Blue Chip: A stock market term for the stock of a listed company
whose products and financial record are of high quality.

Blue Sky laws: State statutesdesigned to protect the public from the
sale of worthless stocks and bonds.

Board of Directors: The governing body of the company.

Bond: An interest-bearing certificate of indebtedness issued by a
government or by a corporation.

Broker: The agent who acts as a middleman for investors who want to
buy or sell securities.

Brokerage firm: Firms that act as agents for persons who buy and sell
stocks and bonds.

Bull: One who believes the market will rise.

Capital: The value of a business as measured by the excess of its
assets over its liabilities.

Common stock: The class of stock that permits its owner to participate
in the management of the corporation and share in any profits or
losses, The stock has no specified dividend rate.

Common stcckholders: Stockholders who have a right to vote for the
directors who set the company's policies.

Convertible bonds: Bonds which may be converted into stock at the
option of the holder.

Coupon: One of several small certificates, attached to a bond, repre-
senting the interest due for a certain period.

Current assets: Those assets which can be converted into cash readily.

Debenture bonds: Bonds not secured by a specific property but issued
against the general credit of a corporation or government.
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Descent: The passage of real estate to heirs when there is no will.

Dividend: The share of the profits of a corporation that is paid to a
stockhol-ler. -

Dividend yield: The current anmual dividend of stock d°vided by the
market price per share.

Dow-Jenes: Well-known average or index of stock market activity. The
Dow-Jones Av-rage is actually not one average but four, one made
up of 30 industrial stocks, one of 20 railroad stocks, one of 15
utilities, and a composite of the 65 stocks in those three aver-
ages. All the stocks are listed on the New York Stock Exchange.

Escrow: A writing, or deed, delivered by the grantor into the hands
of a third person, to be held by the latter until the happening
of a contingency or performance of a condition.

Estate: Everything that a person owns while living or the wealth left
upon his death.

Executor: Someone designated to make sure that the terms of the will
are carried out,

Intestate: A person who dies without a will. State laws will dictate
how the estate is to be distributed.

Issue: The stocks or bonds of a company put out at any one time.

Invert: Converting money in some form that yields & money income.

Joint tenancy: When two or more persons own property with the right
of survivorship.

Liabilities: Obligations which an individual or business is committed
to pay.

No par stock: Stock without par value but which represents a propor-
tionate share of the ownership of a corporation based on the
number of shares.

Od1-lot: Less than one hundred shares of stock.

Over the counter: A method of trading unlisted securities which are
bought and sold through brokers rather than through an exchange,

Par value: The monetary value printed on a bond or a stock certificate
and shown in the corporation's charter as the nominal value.

Personal property: All property not considered to be veal property,
such as radios, stocks, automobiles, books, furniture, etc.

Preferred stock: The class of stock that entitles the stockholder to
preferential treatment of dividends, or the distribution of
assets or both,.

Proxy: A person empowered to represent another in a given matter.

Quitclaim deed: An instrument which conveys whatever interest the
grantor may have had in the property.

Cuotations: The published market prices of securities.

Rails: Stocks or bonds of railroad companies,

Real property: Land and those things permanently affixed to the land.

Round lot: An even one hundred shares.

Securities: A collective name for all kinds of written instruments ‘n
the form of mortgages, bonds, stocks, bills of exchange, bi1iis of
lading, warehouse receipts, acceptances, etc.

Severalty: When property is owned by one person alone.

Speculator: One who buys and sells securities quickly, taking greater
risks in the hope of greater rewards. The professicnal speculator
acts in accordance with his knowledge of the laws of economics,
the behavinr of the market, and the facts about any company whose
stock he buys and sells.

Stock: A share of ownership in a business organized as a corporation.

Stock exchange: A central market in which securities are bought and sold.
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Stockholder: An individual who invests money in shares of a company
and by doing so becomes, in effect, a part-owner of the company.

Stock-split: Division of the outstanding shares of a company into a
larger number of shares with the same total value.

Tenancy in common: Ownership by two or more persons of property in
common with the interest of the one dying passing to his heirs
and not to his co-tenants.

Ticker: A telegraphic receiving instrument that prints stock quotations
on a paper ribbon or tape.

Trust: Contract under which the owner of the property (settlor) places
assets under the control of a trustee for the benefit of a benefi-
ciary or beneficiaries.

Unlisted securities: Stocks not formally listed for trading on any
exchange. Unlisted securities are generally traded through
individual brokers.

Warranty deed: This type of deed conveys title along with warrantje:
that certain facts about the property are true.

Will: A document by which a person at his death bequeathes his preper.y
to others.

TAXATION

Ability to pay: As the amount of income increases, the amount of tax
obligation increases.

Assess: To estimate the value of goods or property for purposes of
placing a tax on them.

Capital-gains tax: A tax on that portion of the selling price over and
above the purchase price of a capital asset, less the accumulated
depreciation, if any.

Depreciation: Decrease in the value of property over a period of time
due to wear and tear, and obsolescence.

Excise tax: A tax levied on the manufacture, sale, or consumption of
goods within the country.

Exemption: Amount of income not subject to tax.

Estate tax: A tax levied by the federal government on inherited
property.

Federal taxes: Includes individual income tax, corporation income
taxes, excise taxes, employment taxes, estate and gift taxes,
custom, and a small group of miscellaneous levies.

FICA taxes: All taxes that are connected with old-age, survivors,
and disability benefits.

Gift tax: A tax on large amounts of property that are given away.

Hidden taxes: Taxes paid by firms and included in the price of a
commodity, but the buyer is not aware of having paid them.

Income tax: A tax on the income of individuals and corporations.
Intangible property tax: A tax that is levied on intangible property
such as bank accounts, stocks, bonds, and other securities.
Progressive tax: A tax in which the applicable tax rate increases as

taxpayers' income increases. i

Proportionate tax: A tax in which all taxpayers pay at the same rate
regardless of the value of the taxable property or income.

Public debt: Debt incurred by a governmental unit, in order to finance
its activities, such as defense, roads, sewage, education, etc.

Regressive tax: Any tax not related to taxpayers' income and requiring
all taxpayers to apply the same tav~. This tax claims a greater
percentage of low incomes than it does of high incomes.
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Revenue: Income received by the government,

Revenue tax: A tax designed solely to obtain mcney to finance government
operations,

Sales tax: A tax on the sale of goods or services,

Service tax: Tax based upon the ideda that a business should pay for
the privilege of existing and operating.

Severance tax: A service tax based upon the quantity of natural resources
sold.

Social security taxes: Federal old-age benefits are paicd for by a tax
based on the worker's earnings. The employer and the employee
share the tax eoually. Those persons self-employed pay all the tax,
but at a lower rate than the combined rate for an employee and his
employer.

State and local taxes: Include property taxes, sales taxes, highway-
user taxes - mainly gasoline taxes - fees from licenses and per-
mits, individual income taxes, corporate income taxes, estate and
gift taxes and a miscellaneous group of levies.

Tariff: A tax on goods imported from other countries.

Tax assessor: Official in charge of deciding the value of property for
tax figuring purposes.

Tax rate: Amount of tax the owner of property must pay each year for
every dollar's worth (or $100 worth, or $1,000 worth) of property
he owns.

Tax return: A report showing the amount of tax due and explaining how
the amount was calculated. A taxpayer files a tax return when he
pays his taxes.

SAYVING

Annuity: A guaranteed retirement income purchases from an insurance
company .

Compound interest: Interest calculated on the total of the original
principal and all accrued intersst paymeits.

Credit unions: Cooperative associations operating both as savings and
lending institutions for the bensfit of its members.

Credit union shares: The shares are ordinarily available in units of
five dollars each. Dividends on shares are usually paid annually.

Deposit insurance: (FDIC) The Federal Deposit Insurance Corporation
insures the deposits of individuals and companies in banks against
possible loss in case the bank closes or fails, up to prescribed
amounts, A similar system applies to savings and loan associations.
The current maximum guarantee of a single account is $15,000,

Endowment insurance: A means of setting aside 2 portien of income
during earning years to provide income for survivors when the head
of the family dies. It is also a means of saving money for some
special purpose such as education for children, income in retire-
ment years or protection of an interest in a business,

Federal Savings and Loan Insurance Corporation: (FSLIC) All federally
chartered associations in the United States are required to insure
each account up to $15,000 with the FDIC, a government operated
instituvtion.

Government savings bonds: Bonds that can be purchased for varying
amounts and have fixed redemption values both before and at matur-
ity.
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Investing: Most commonly thought of as converting money in some form
that yields a money income, investments can take other forms -
such as education or durable assets.

Maturity date: The date on which a loan, bond, cr note comes due and
must be repaid in full by the borrower.

Mutual Savings Benks: Banks specializing in savings accounts and
offering only a limited number of additional services.

Pension and retirement plans: Provide income in retirement years to
individuals and families.

Saving: Setting aside a part of income regularly.

Savings and loan association: Association organized to pay interest cn
savings and to lend . "y to people for the purpose of buying or
building a home.

Safe-deposit boxes: ~ . s i. bank vaults that are used to store arti-
cles of valve . < «s important papers, jewelry, stocks and bonds.

Social security: ..4 u.ge, survivors and disability insurance is a
compulsory contributory social insurance plan for those workirg in
covered occupations. It gives a return in the form of monthly
income payments in retirement years, or replaces part of earnings
lost in the event of the death or disability of the person
insured.

Thrift: Efficient use of anything limited in supply.

BUYING

Add-on purchase: Adding to an existing installment contract by com-
bining a new purchase with an older one.

Advertising: The process of bringing the prospective buyer from a
state of awareness to that of preferring, liking, and buying a
particular product or service.

Bargain: An item for which one has a definite need, which is of suit-
able quality for its intended use, and which is obtained at a
lower than usual price.

Brand: Any letter, word, name, symbol, or device used by a manufacturer
to identify his goods.

Budget: A rlan based on an estimate of expected income, for spending,
saving, and investing money over a future period of time.

Buyer's market: A condition that exists when the supply is great and
the demand is 1low.

Buying: The act of acquiring either an economic good or service by the
giving of either money or other valuable consideration.

Cash discount: A casb discount allowed for prompt payment.

Collective buying: The exercise of purchasing power by millions of
people that keeps the economy of this nation functioning and
growing.

Competition: The effort of two or more business firms or individuals
acting independently to attract a customer.

Conditional sales contract: A plan by which the title to goods remain
with the seller until payment for the goods has been made.

Conspicuous consumption: The purchase and use of goods and services

" to impress others rather than to meet the direct needs of the
buyer.

Consumer: A buyer of goods or services.

Consumer goods: Goods intended to directly satisfy the wants of
individuals and families.
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Deliberate buyer: One who thoroughly investigates the quality of all
available goods and services that may serve his needs,

Department store: A retail store that sells many lines of merchandise,
such as women's ready-to-wear and accessories, men's and boy's
wear, piece gonds, housewares and furniture.

Discount: A deduction given for a prompt or cash payment.

Discount house: A retail store in which lower prices are featured and
a minimum of service is provided.

Down payment: The amount of cash required by the seller to initiate an
installment purchase.

Durable goods: Products into which are built long series of continuing
services, procducts that last and continue to serve, usually applied
to "hard goods'" - metal, wood, etc.

Fad: A trend in buying for a particular product followed for a time
with exaggerated zeal.

Gimmick: Anything used by a seller to induce people to purchas~ some-
thing that they might not otherwise buy.

Good huymanship: A sound sense of selection, price judgme:t, coupled
with intelligent management of income and expenditure.

Gross National Product: The dollar value of all the- goods and sorvices
produced in a country.

Impulse buyer: One who is easily influenced and frequently swayed by
the emotional appeals of the advertising industry. He buys
compulsively and commonly makes purchase decisions on the spur
of the moment.

Impulse buying: The buying of i chandise at the time it is seen with-
out any ferethought or preplasning.

Label: A statement attached to an article or a commodity describing
its essential characteristics

Mail order house: A sales outlet - at enables the buyer to shop by
mail, usually through the us: 2f a catalog,

Marketplace: Common term for any _iace where business is done; place
where trading is carried on and where prices develop cut of the
forces of supply and demand.

Market value: The price at which something may be bought or sold at
a given time.

Payment: Anything of value, such as money, services, or goods that is
given by the buyer and accepted by the seller in performance of
the agreement,

Physiological needs: The common nceds of people for items such as
food, clothing, and shelter.

Price: The amount of money that each good or service commands in the
market.

Psychological needs: Those needs which are ordinarily '"learned' such
as the need for education, entertainment, and other things asso-
ciated with status, conformity, prestige, and power.

Purchasing power: The value of money in terms of the goods or services
it will buy,

Retail outlets: Department stores, furniture stores, household appli-
ance, automo:ile dealers and others.

Retail transaction: A sale or loan for individual needs and purposes,

Returned transaction: A sale or loan for individual needs and purposes.

heturned merchandise: Goods returned by the seller to the buyer.

Sales rontract: An agreement, usually written, providing for the sales
of articles under specified terms of payment and other conditions;
an agreement between the buyer and seller.
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Shopping center: A grouping of retail stores close to the homes of
buyers sc that shopping can be done with a minimum of time,
effort, and transportation.

Social acceptance: A force that causes many peopie to buy goods and
services on the basis of the standards held by a particular group.

Standard of living: The way a family or the peopie of a nation live.

Supermarket: A retail outlet with a vast array of goods and services
among which people must exercise discrimination in buying.

Trade discount: Any discount that is not a cash discount.

Trade in: A sale represented by trading an old product for a new
product rather than a sale completed by payment of money.

Trading stamps: Stamps given to the buyer in proportion to the amount
he spends and which may be accumulated for later use in acquiring
desired products,

Trademark: A distinctive device or imprint used by a person to iden-
tify his products.

Utility: Power to satisfy human wants,

Warranty: A promise made by a seller or his authorized agent concern-.
ing the quality of performance of merchandise.

Wholesale: A sale of goods for purposes of resale or industrial use
rather than to ultimate consumers.

INSURANCE

Actuary: An individual who is professionally trained in the technical
aspects of insurance and related fields, particularly in the mathe-
matics of insurance such as the calculation of premiums, reserves,
and other values.

Adjuster: One who determines the amount payable under a policy for a
loss arising from fire, accident, etc.

Appraiser: One who estimates the value of property.

Automobile liability insurance: Indemnity insurance covering the
liability for personal injury or property damage to others arising
from the operation of an automobile.

Beneficiary: The party who is to receive the proceeds of a life irn-
surance policy upon the death of the insured.

Blanket policy: A policy that covers a group or class of things.

Bodily injury liability: Insurance that protects against financial
losses resulting from injuries to pedestrians, to persons riding
in other car, or to guests in a policyholder's car.

Cash surrender value: A fund accumulated with permanent type of iife
insurance, which is payable upon voluntary surrender of the policy
before death or maturity.

Casualty insurance: Insurauce that covers losses caused by accident
or negligence.

Claim: Notification to an insurance company that payment of an amount
is due uuder the terms of the contract.

Coinsurance clause: A provision, frequently found in major medical
insurance policies, that requires the policyholder to pay a spec-
ified percentage of the expenses resulting from his illness of
injury.

Collision insurance: Insurance affording protection against loss
arising from damage to one's own automobile. This type of insur-
ance usually contains a deductible clause,
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Common disaster clause: When the insured and the beneficiary perish
in a common accident and there is no sufficient evidence that
they died otherwise than simultaneously, the proceeds of the in-
surance policy shall be distributed as if the insured had survived
the beneficiary,

Comprehensive automobile insurance: Automobile insurance that provides
a general coverage of many risks such as fire, theft, tornado,
windstorm, rain, and glass breakage (except due to collision).

Comprehensive personal liability insurance: Liability insurance that
protects the insured against loss from legal liability for
bodily injury, illness, death, or damages suffered on his property
by a non-member of his family. Homeowners and apartment dwellers
as well find this coverage most valuable,

Credit life insurance: Term life insurance issued through a lender or
lending agency to cover payment of a loan, installment purchase
or other obligation in the event of death.

Deductible clause: A provision in an insurance policy that requires
the insured to pay for a certain part of his loss before the
insurer pays anything.

Disability: Incapacity resulting from bodily injury or disease.

Disability bencriis: A provision in a 1life insurance policy providing
for the waiver of premitin and sometimes payment of monthly income,
if the insured becomes totally and permanently disabled.

Double indemnity: A provisiocn in an insurance policy that expresses
the willingness of the insurance company tc pay double the face
amount of the policy if the insured should die by accidental
means.

Endowment policy: A policy under which a definite sum of money is
payable zt a specific time to the insured, or in the event of
deatl., to the beneficiary of the insured,

Extended coverage: Protection added to fire insurance that covers
various hazards such as windstorm, tornadoes, cyclones, explo-
sion, riot, and smoke damage.

Family policy: A life insurance policy providing insurance on all or
several members of a family in one contract, generally whole life
insurance cn the husband and smaller amounts of term insurance on
the wife and children, including those born after the policy is
issued.

Grace period: A period (usually 31 days) following the premium due
date, during which an overdue premium may be paid without penalty.
The policy remains in force during the grace period,

Group life insurance: Life insurance issued on a group of persons
under a single master policy. This type of policy is usually
issued to ar employer for the benefit of employees. Fraternal
groups also make use of this type of insurance coverage.

Hazard: This term is applied to conditions which may create or
increase the probability of loss,

Homeowner's policy: A comprehensive coverage that combines fire,
extended coverage, personal liability, and theft protection under
one policy.

Hospitalization insurance: Insurance providing indemnity for hospital,
nursing, surgical and miscellaneous medical expenses due to bodily
injuries or illness.

Insurable interest: A relation between the insured and the event
insured against such that the occurrence of the event will cause
substantial loss or harm of some kind to the insured,

6270



Insured: The person on whose life an insurance policy is issued.

Lapsed policy: A policy that is terminated for nonpayment of premiums,

Life annuity: An insurance policy that provides an income for life.

Limi- ed-payment 1ife insurance: Whole life insurance providing for
payment of premiums over a limited time period such as ten, twenty,
or thirty years or until death.

Major medical expense insurance: A type of health insurance that
protects families against unusually large expenses resulting from
prolonged illness or severe injuries.

Mortality table: A statistical table indicating the death rate at each
age, usually expressed as so many per thousand.

Nonparticipating insurance: Insurance on which the premium is calcu-
lated to cover as closely as possible the anticipated cost of the
insurance protection and as a result no dividends are payable.

Paid-up policy: A policy on which the premiums have been paid in full.

Pavticipating insurance: Insurance on which the policyholder is entitled
to receive policy dividends. The size of each dividend depends
largely upon the difference between the premium charged and the
actual experience of the company.

Pcril: The hazard against which a policy insures.

Permanent life insurance: Refers to any form of life insurance except
term.

Personal property floater: Coverage on such items as furniture,
clothing, sporting goods, cameras, linens, rugs, silverware, lug-
gage, furs, pooks, etc., both in the home and away from home
against almost 511 risks of loss or damage with a few minor ex-
ceptions such as vermin, dampness, etc.

Policy: A written contract of insurance.

Policy loan: A loan made by an insurance company to a policyholder
using the cash value of the policy as security.

Premiun: One of the weekly, monthly, quarterly, semi-annual or annual
payments, the policyholder agrees to make for an insurance policy.

Property damage insurance: Provides protection against losses that
result from damage to an automobile or some other property of
another person caused by the insured car.

Property insurance: Provides protection to the insured against damage
to real and personal property caused by fire, theft, windstorm, etc.

Risk: The probability of loss to an insurance company by virtue of a
contract; an applicant for a policy.

Settlement option: One of the ways, other than immediate payment in a
lump sum, in which the policyholder or beneficiary may elect to
have the policy proceeds paid.

Term insurance: Coverage Which provides protection for a given period
of time.

Title insurance: Protection for the homeowner against loss from title
defects when purchasing real property.

Waiver of premium: A provision whereby it is not necessary that
premiums be paid if the insured becomes totally and permanently
disabled.

Whole-life insurance: The basic life insurance policy that pays the
beneficiary at the death of the insured or if the insured lives
to the age 96 the face value of the policy will be paid to him.
Sometimes referred to as straight life or ordinary life.
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AND A FEW DAFFYNITIONS

Budget: An attempt to live below your yearnings.

Cash: The poor man's credit card.

Money: What you swap for what you think wili make you happy.

Banker: A man who always takes an interest in his work.

Bargain: Something you cannot use at a price you cannot resist.

Business: What, when you don't have any, you go out of.

Economy: A reduction in the other fellow's salary.

Frugality: Saving something while your salary is small because it's
impossible to save after you begin earning more.

Gambling: A way of getting nothing for something.

Income: That which you cannot live without or within.

Inflation: The art of cutting a dollar bill in half without touching
the paper.

Installment Plan: A dollar down and a dollar whenever you fail to dodge
the collector,

Insurance: Something you have to buy when you don't want it to have it
when you do want it,

Pay: What you take home because there is no other place you can afford
to go with it.

Prosperity: The sweet buy and buy.

Nick e1: What this country needs - a good five cent one.

Wealth: A curse when the neighbors have it.

Social Security: Something that promises you steaks for an age when
you have no teeth,

Incose Tax: The fine for reck ess thriving.

Poverty: A state of mind often induced by a neighbor's new car.

Savings: Delayed expenditures.

Dime: A dollar with all taxes deducted.

Recession: Neighbor out of work.

Depression: You're out of work.

Panic: Wife out of work.

Charge Account: What yo1 use to buy today what you can't afford
tomorrow while you're still paying for yesterdays.
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