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OBJECTIVES

This unit should make-progress toward helping pupils develop t

GENERAL IZATIONS

1

“price competition

Economic wants Df people seem never to
be satisfied, 'since many goods and serv-
ices must be rep]enlshed constantly as
they are used up, since papufatloﬁ is
expanding, and since_new inventions or

.styles create new wants,

Prices are affected by changes in supply
and demand,

é, ‘Demand is affected by the supply
of money and credit,

b, The elasticity of the demand for
goods varies, For some '"essential"
goods, - demand does not differ mugh
FEQEFd]ESS aF the pricey -

In a private enterprise systam, allaca-
tion of resources to different kinds of
praductlgn is achieved largely by chang-
ing patterns of consumer demands and by
the responses of prnducers who wish to
make a profit,

Competition exists where there are a
number of sellers of & product of s&rv-
ice and no single seller can dominate
or control the market price. However,
is not the only form

a,
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ake- progress toward hglping, pupils develop the following:

of people seem never to
since many goods and serv-

which competition takes.

EPIEnlshed constantly as a, Firms may compete with each other by
up, since pepu.atlcn is cutting prices,
since_new inventions or
new wants, b. Furms may compete with each other by .
, trying to improve the quality of their
ected by changes in supply product or by praduct quFerentlati@n.
c. Firms may compete with each other by"
affected by the supply heavy advertising to make their pro-
d credit, ducts better known and so increase
, the demand for them rather than for
ity of the demand for competing products. S
2s. For some "essential” v
and does not differ mu;h d, Firms may compete with eaéh cher by

Df tha price;’

1terprise systém, alloca-
ces to different kinds of
ichieved largely by chang-
" consumer demands and by
f producers who wish to

sts where there are a

introducing substitute products which
will be more attractive to consumers
or cheaper,

When there is a monopoly or such a con-
centration of production in the hands of

a few firms that these firms can dominate
prices, CDmpEtltIDn is reduced and supply
may be restricted in lieu of cutting prices,

rs of @ product ofF sErv- a. Competition is affected by the end of

jle seller can dominate entry of new competitors into a field,
market price., However, 7 :

on is not the only form b, Government policies may tend to reduce
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or increase pressure toward concen-
tration of lndustry or-monopolistic
tendencies,

In a competitive system many of the
consumers do not have a perfect knowl-
edge of prices and quality of goods;
consequently, the market system does
not always work out in practice as
described in theory,

Labgrgra may. join together in labor
unsnns to ﬂgg]@merate their ?rwgr.

a, Ca]lhctlve bargalnlng by labor
unions may help restore competition
at times, or may hurt competition,

As compared with individual enterprises
and partnerships, corporations make pos-
sible both a larger investment in capi-=
tal gocds (with an accompanying mass.
production and lower costs) and a con-
trol of this investment with a much
smaller amount of money than the capi-
tal goods are worth,

-a. Corporations make possible a larger

Investment in capital goods than do
most individual enterprises and
partnerships since shares of stock
can be sold to many people,

b. A few large stockholders can control
a corporation with a relatively small
investment of money as compared to

2.

10,

‘regulation or

the capital gos
tion.
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9.

10,

11.

12,

the capital goods owned by the corpora-
tion, :
c, Holding companies permit a few individ-
uals to pyramid their control over a
number of other corporations with just
a smail amount of money. as compared
to the total worth of all of the com-
panies,

Industries 5§m%timgsiinvg!vgrﬁhfrd pairty
costs which the industry doss not pay,
Such costs sometimes lesd to government

‘vegulation or axpendituras,

Specialization of individuals, businesses,

‘and regicons leads to interdependence,

a, Companies sometimes diversify their
products to provide for greater se-
curity agaiﬁst risks of a-drop in
profits from one product,

In the long run, a rise in real wages will

be achieved only by a rise in labor pro-

ductivity, :

Investment in technological research and

.development may lead to higher levals of

technology and so to greater prgdugtivit¥
because of more or better quality capita
goods, :

a, New inventions open up whole new fields
of production, . :
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b, New technological developments bring
improved efficiency to tools and
machines and increased labor pro-
ductivity.

Most businesses in mature economies de-
pend more upon corporation savings for
new investment than upon investment
from outside the business,

Qutput can be increased by a more effi-

cient combination of productive resources -

(by the way in which production is or-
ganized),

The most efficient combination of
resources is the one which produces
the largest output.given the same
cost or value of resource input,

a,

b, DLivision of labor and specializa-
tion can increase a person's output,
1) Mass production permits reduc-

' tion in costs, but it is depen-

dent upon a big enough market to

make it profitable,

Mass production, with its great-
2r specialization and substitu-
tion of capital goods for labor,
permits reduction of costs,

2)

3) Mass production needs a mass
' market with mass consumers, as .

well as standardization of pro-

15.
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16.

17.

18,

1.

)

ducts and parts and a high propor -
tion of capital goods,

c. Up to a certain degree, large-scale
production is likely to lead to re-
duced costs by spreading fixed costs
over a larger output of goods and by
increasing productivity of labor,

Purchasing costly items on credit raises
che cost to the consumer and frequently
proves more: profitable than cash sales
to the seller,

People buy insurance to reduce the risk
to themselves; the risks are spread among
many people,

Culture traits may spread by diffusion as
well as by internal invention,

A culture is an integrated whole; a change
in one part of the cultural system will
ramify and bring about changes in other
parts of the system,

SKILLS

Attacks problems in a rational manner.,

a, ldentifies value-conflicts.

b. lIdentifies factual questions which
need investigation,



¢, Sets up hypotheses,

Locates information efficiently,

a. Uses Reader's Guide to locate in-
formation.

Ea;bgrsr[nfajmétipﬂjgfﬁectively_

a, Draws inferences from data,

1) Draws inferences from tables
' and graphs,

b. Uses index numbers,
c, Reads for detailc,

Evaluates information and sources of
dnformation, o

a. OQistinguishes between relevant and
irrelevant data, (Detects persuasion
devices,) _

b, Identifies incomplete data,

¢, Detects inconsistencies,

Organizes and analyzes data and draws
conclusions,

a, Applies previously-learned concepts
and generalizations to new data,

b, Uses simple mathematical devices

to analy
c, Uses moc
d. ldentifi
e, Tests hy
f. Generali
g, Consider

alternat

ATTITUDES

1., Is curious a

2, Is sceptical
Holds theori
tentative, s
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to analyze data,

c. Uses model

d, ldentifies

s to help analyze data,

differences in data.

e, Tests hypotheses against data.

g. Considers

f. ~Generalizes from data,

probable consequences of -

alternative courses of action,

ATTITUDES

Is cuiious about social data.

Is sceptical of the finality of know?édge,

Holds theories
tentative, sub
QF new evidenc
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ject to change in the light
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CONDENSED OUTLINE OF CONTENT

I. The auto industry has the largest manufacturing firms
in the U.S. and, along with the related firms, constitutes
the largest sector of U.S. industry,

A. A large proportion of Americans consider cars a
necessity, not a luxury., The car has affected many
aspects of American life,

.B. Many auto companies and companies related to the
auto industry are found among the largest cor-
porations in the country,

C. The auto industry has given rise to many other
related industries or has at least increased their
sales tremendously, It has also caused some in-
dustries to decline, ’ :

I1. An auto was ﬁevéiqped first in Europe, and the ideas
were borrowed by Americans who developed a highly
competitive industry in the early days of the auto-
mobile,

A. The first auto was built in Europe, and many
ideas were brought to the U.,S,

B. The auto industry did not develop in ‘this country
until after the bicycle craze led to the develop-
ment of better roads,

C. In the early part of this century (1900-1920),
- - there were a large number of auto companies which
assembled cars from parts which were made largely
by other companies, Many of these companies
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failed soon, but others made profits for a number
of years, '

D. GM was organized as a holding company in 1908
(holding the companies of Buick, Cadillac and the
Olds as well as eight other lesser auto companies
and a number of companies making individual
parts for autos). Although GM almost went bankrupt
a few years later, it was reorganized and had
surpassed Ford in sales by 1927, lost sales supreniacy
briefly, but regaired and has held it since 1930,

E. Ford developed a sturdy car, built only one model
at a time, and mass-produced the car with inter-
changeable parts and an assembly line in order
to cut costs, He sold the car at a low price in
order to get a big market and made his profits by
a small profit margin on many sales. (He assumed.
an elastic demand for cars,) Other companies
assumed an inelastic demend and continued to sel]
at higher prices. Ford soon outstripped all of
the others in sales and profits,

F. Once the market had been saturated with current
cars, other auto companies began to build new
models with different styles in order to persuade
people to buy new cars before the old ones wore
out, Ford, who stayed with his one model and color
for a number of years, began to drop behind '
General Motors in sales,” Finally, he too, shifted
to a new model,

el

i . +
I11.  Today the auto industry is an oligolopy, with three
companies selling over 80 per cent of the autos and
one company selling 50 per cent of the autos,
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The consumer frequently buys on credit, and he
needs to be well-informed if he is to get the
cheapest credit or know how much he is really
paying for credit, :

Consumers in the market for cars need to budget
carefully and consider many factors.other than
credit or the attributes of different cars before
buying,

The auto industry provides an example of tﬁird party or
consumer costs which are not borne by the industry.
itself,

A;

The auto industry has not always paid as much
attention to safety as many think they should
have. Not only have they let style interfere with
safety features within cars, but they have devel-
oped more and more powerful cars and have not
always warned purchasers of faulty features of
cars which may cause accidents,
. {
The industry could not survive unless the govern-
ment built roads, and highway duvelopment and
city traffic problems are affected by changes in
auto styling and power and sales,

The auto:industry has done little to try to solve
the problems created by junked cars,

The auto industry has done little to try to reduce
the air pollution which is creating problems for
cities around the country,

Government regulation of the auto industry has
arisen because of these third party or consumer costs,
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OBJECTIVES : OUTLINE OF CON:

A. IS CURIOUS ABQUT SOCIAL DATA, . The auto industry has the lai
firms in the U,S. and, along
firms, constitutes the larges
industry. '

A. A large proportion of Ame
a necessity, not a luxury
ted many aspects of Ameris

Draws_inferences from tables and graphs.

L]
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OUTL INE OF CONTENT
S0C IAL DATA, |. The auto industry has the largest manufacturing

firms in the U.S. and, along with the related
firms, constitutes the largest sector of U.S.
industry. :

A, A large proportion of Americans cons ider cars
a necessity, not a luxury, The car has affec-
ted many aspects of American life.

from tables and graphs.
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TEACHING PROCEDURES

initiatory Activities

]i

Give pupils the questionnaire in the appendix. This
questionnaire should stimulate pupils to think more
about the effects of automobiles on American life and
on their own lives, it should identify some of their
attitudes toward automobiles, and their susceptibility
to certain kinds of advertising, and it should find out
what they already know about the auto industry, ‘

Héye a committee tabulate the results of the question-
naire, or do the tabulation in class, Then do the
following: _

a. Have the class figure out the average number of cars
per family and people per car as reported by pupils
in answer to the first question on the questionnaire,
Then show the class a chart comparing car ownership:
per capita today and in earlier years, Ask: What
has happened to car ownership in this country?

Perhaps project the chart on increased registration
-of cars and trucks from 1940 to 1965 in Goodman and
Harriss, Compare it with a table or graph showing

changes in population during this period., Ask:
How can you explain the great increase in auto
registration over this period as compared to the
increase in population? Why do you think auto
registrations increased so much more rapidly than
trucks and buses?’
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A culture is an integrated whole;

a change in one part of the cultural
system will ramify and bring about
changes in other parts of the system

Detects iﬁ;gqsistenéiesj‘

The elasticity of the demand for
goods varies, For some "essen-
tial" goods, demand does not differ
much regardless of the price.

iQete:ts”in:gﬁsisten;isg._

IS CURIOUS ABOUT SOCIAL DATA,
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Use the responses to questions 2, 3, 5, and 6 to
discuss the effects of the auto on American life
and the role of the auto in their own lives.

Now read aloud a quotation or brief article de-
scribing the changes which have resulted from the
use of the car and current place of the car in
American life, Or have a pupil investigate and
report on changes,

Compare the class' responses to question-15 on the
elasticity of demand for cars with the class' re-
sponses to -question two. Ask: Are your responses
consistent? What factors do you think may have led
to greater inelasticity of demand for cars than in
the early years of the automobile?

Discuss: Do the responses to question 8 on the

kind of car desired agree with the responses to
question 7 on why members of the class want a

car?  (If they have answered transportation to number
7 and have indicated a desire for an expensive prestic
car in number 8, ask: Do you need®this expensive car
the purposes you have indicated? Why do you want

it then? Relate the desire to other factors tn

which auto makers cater or to appeals which they

try to make,). '

Have pupils begin to collect car advertisements and
cartoons dealing with cars, These will be used
later in the unit, but point out now that they
should begin to think about the kinds of ads

which appeal to them and what these appeals are.
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A, IS CURIDUS ABOUT SOCIAL DATA,
G, Culture traits may spread by dif-

fusion as well as by internal
invention. :

A, IS CURIOUS ABOUT SOCIAL DATA,

B. Many auto companies and co
the auto industry are foun
corporations in the countr

5. Sets up hypotheses.
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B. Many auto companies and companies related to
the auto industry are found among the largest
corporations in the country,

eses .,
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e. Use the answers to question 13 if most pupils say
‘that Henry Ford or at least some American invented
the car, Ask for a volunteer to check on this ]
idea and investigate the early hlstcry of the auto-

mobile, (He shDu]d repcrt below in activity #]4)

f, Use the answers to questlans 9 and 10 to Find out
how much time the class should spend developing
the concepts of mass production and automation
in connection with the unit,

g. Use the responses of the class to question 11 to
find out how well known the UAW is. If it is well
known, ask: Why do you think so many of you know
about this union? If it is not well-known, palnt
out that they will find out more duriing the unit
about why it is a powerful union which affects the
lives of pupils in the class, -

h. Use the answer to gquestion 12 to point out that

" the class list an]y a few companies., Ask:
Do you think. thts is because there are only a few
or because you just don't know the others? (Eegnn
to introduce the idea of a market in which only a 7
few gcmpanies control the production of the product,

i, Have puplls note their answers to 4, Then show
charts or figures or read aloud quotations to show
that prices do not usually fall when demand for .
cars drops off, Ask: Why do you think this mlght
be so? Let pupils set up hypotheses,
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Draws inferences from tables,

Mew inventions open up whole new
fields of production,

Specialization of businesses makes
for interdependence,

F.

The elasticity of the demand for
goods varies, For some "essential"
goods, demand does not differ much
regardless of the price,

Oraws_inferences from tables,

Sets up hypotheses.,
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6.

C. The auto industry has given rise to many other
related industries or has at least increased
their sales tremendously. It has also caused
some industries to decline,

1. The auto industry has brsught'pr@sperity to
the gasoline industry and to the tire in-
dustry (which began earlier making tires
for bicycles), '

a, Tire companies are only one of many
kinds of companies making products or
accessories for cars.

b. Gasoline for cars tends to have an in-
elastic demand, even though the demand

for any one producer’s gasoline is elastic,
This means that price wars among gasoline
companies do not lead to increased sales

in total and generally lead -to a drop

in profits,



Developmental Procedures

3.

W1

Show the class the current Fortune list of the 1argest
zampanles in the United States, Use the top 20 or L0
companies, Have pupils count the number which are
directly engaged in auto production or the production
of auto parts., How many more are indirectly related
to auto-production? How? This list includes a state-
ment of profits and of assets, Provide figures on

the ggvarﬁment expenditures . the previous year for the
pupils' own state, How does this figure compare with
the prcfits made by General ﬂators?

Have pupils try to list all of the kinds of industries’
which have grown up to service autos or provide auto
parts. Now have a pupil check the local telephone
directory and with a car dealer to add to the list,

Give pupils a table showing gasoline sales at different
prices. What happens to the sales? Is the demand
elastic or inelastic? Or show a Figure on elasticity, Ask:
How can you explain this? Would you expect the demand
for gas to be more or less elastic. than the demand for
salt or bread? VWhy? Do you think the demand today
would be less elastic than it was some twenty years

ago before the suburbs grew so rapidly? Why or why not?

The

ForLune e3§h E

McAllister, '
Demand FQr Ca?
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Firms may compete with each other
by cutting prices,

The elasticity of the demand for
goods varies. For some "essential"
goods, demand does not differ much
regardless of the price.

Sets _up hypotheses.

Tests hyp@th§§esrggajﬂ5tﬂdat§-

The elasticity of the demand for
goods varies, For some essential
goods, demand does not differ much
regardless of the price.

Generalizes from data.

Specialization of individuals,
businesses, and regions leads
to interdependence,

- 18-
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do with autos as s
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2, Many industries have been aided by the auto
-industry even though they have rothing to
do with autos as such. (e.g. motels, res-
taurants, etc,)
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Have pupils compare gasoline prices at stations selling
different brands of gasoline, How much do they differ?
What would be likely to happen if one station greatly
reduced its prices? Why don't companies reduce their
prices more frequently in order to take customers away
from other gas stations? Would total sales be likely
to rise? Why or why not? What would happen if one
station reduced its prices? Explain the meaning of
price war if no one can' explain it, Ask: Would total
sales of gasoline be likely to increase during such a
price war? Why or why not? What would happen to the
profits of a company during such a war?

!f a recent gasoline price war has been going on, have
pupils check with gasoline station owners about what is
happening to their sales and profits. Let pupils make
a chart showing the sales as against prices, Who is
making the most sales? Have total sales gone up or
down or stayed about the same? Vhat do these fiqures
show about the elasticity of demand for a particular
brand of gasoline? about the effects of price wars
~upon gasoline dealers in géneral?

Now compare the elasticity of demand for autos and for
gasoline in this country, Which is more elastic? Why?

Have pupils try to list industries or businesses which
have been aided by or even grown up as a result of the
viidespread use-of the auto even though they have nothing
to do with cars as such,

See dj:
wars e
"Elast
Gasolii

McAllis
ngaﬁd
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mpare-gasoline prices at stations selling See discussion on price

ds of gasoline, How much do they differ? wars for teachers, McAllister,
likely to happen if one station greatly "Elasticity of Dﬂmand for
jces? Why don't companies reduce their Gasoline,'" pp, 233-235,
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A culture is an integrated whole;
a change in one part of the cul-
tural system will ramify and bring
about changes in other parts of
the system, ~

Specialization of individuals, 3, The auto industr
businesses, and regions leads _ - affecting its pr
to interdependence, _ parts of the nat

Sets_up hypotheses,

Uses Reader's Guide to locate in-
formation, T

sets up hypotheses,

Firms may compete with each other
by introducing substitute products

which will be more attractive to

consumers or cheaper,

A culture is an integrated whole;

a change in one part of the cul-
tural system will ramify and bring
about changes in other parts of the
sys tem,

Sets up hypotheses, I'T.An auto was developed f

ideas were borrowed by
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3. The auto industry

affecting

is so large that anything
its prosperity affects other

parts of the nation's economy,

I'.An auto was developed first

in Europe, and the

ideas were borrowed by Americans who developed
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13,

Perhaps have pupils read the article on "Auto Sales--
Barometer of Prosperity," Then discuss: Why is the
prosperity of the auto industry so important to the

~prosperity of the rest of the nation? What would
happen if there were a long strike in the auto indus-

try?

Have pupils use the Readers' Guide to locate articles
dealing with the many économic effects of the ato
strike during the winter of 1967-68. (|f necessary,
review the use of the Reader's Guide.)

Have pupils list kinds of companies which would have

gone out of business or declined drastically as a re-
sult of the widespread use of the auto. - Perhaps have
one pupil give a report on problems facing railroads

today, '

Prepare a bulletin board display on THE AUTO INDUSTRY
THEN AND NOW, On cne side of the board show the early

Senior Scholas
1965,

Use Reader!s ¢
articies. ATz
graphy.

Use local libr
pictures, Or
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2 pupils read the article on "Auto Sales-- Senior Scholastic, Oct., 14
f Prosperity." Then discuss: Why is the 1965, -

of the auto industry so important to the

of the rest of the nation? What would

here were a long strike in the auto indus-

]

use the Readars' Guide to locate articles Use Reader's Guide to locate
h the many economic effects of the arto articles., Also sece biblio-
ng the winter of 1967-68. (If necessary, graphy.

use of the Reader's Guide,) '

list kinds of companies which would have
business or declined drastically as a re-
widespread use of the auto, Perhaps have
ive @ report on problems facing railroads

11ietin board display on THE AUTO INDUSTRY Use local library files for.
/. 0On one side .of the board show the early pictures, Or see Rae, Am,

O
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Firms may compete with each other
by trying to improve the quality
of their product or by product
dnfferentnatlcn :

IS CURIQUS ABOUT SDCIAL DATA,

Culture traits may spread by dif-
fusion,

Generalizes from data,
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may compete with each other a highly competitive industry in the early days
ying to improve the quality - of the automobile,
eir product or by product
rentiation, . :

R1OUS ABOUT SOCIAL DATA,

re traits may spread by dif- A. The first auto was built in Europe, and many
n. : ideas were brought to the U,S,

7 - B. The auto industry did not develop in this
alizes from data, . country until after the bicycle craze led to
' ' the development of better roads,. :

C. In the early part of this century (1900-1920),
there were a large number of auto companies
vhich assembled cars from parts which were largely by
other campanies. Many of these cempanies failed soon,
but others made profits for a number of years,

1. Most of the early cars were assembled in-
dividually at a high cost; however, a com-
pany could be organized with few funds and
could build on credit and sell for immediate
cash,

2, Many of the early companies which lasted
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competitive auto industry and on the other side show
the modern oligopoly. Include pictures of products

“of the times and costs and techniques of production,

(Or use an opaque projector to compare the products
and.show charts on the structure of the industry to-
day apd in the past,)

Ask: Given what you have studied earlier, what is the

- usual. claim about why products are improved by firms?

Why would an industry which has become less competitive
produce cars which most think superior to those produced
in the days of greater competition? Let pupils set

up hypotheses.

Have a-pupil or committee investigate and report on the
early history of the automobile, including the earliest
inventions, in Europe, the.diffusion of the idea to the
U.S., the many companies which produced individual autos,
ways in which these companies raised money, and the way
in which producers of other goods began to produce autos.
Afterwards discuss: . Why dg you think there were so many
auto companies then and so few now? How did the bicycle
craze contribute to the development .of the auto industry?

Perhaps show the film Auto-Biography which deals with
the history of the automobile in this country,

Rae, Am, A
1-3, 5-6,
Lompton's F
pedia, pp.
See graphs
ents and n
years in Ve
American Ir

Film: Autc
Distributed
26 min,
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> auto industry and on the other side show
oligopoly. Include pictures of products
s and costs and techniques of production.
opaque projector to compare the products
arts on the structure of the industry to-
the past,)

 what you have studied earlier, what is the

' about why products are improved by firms?

n industry which has become less competitive

s which most think superior to those produced
of greater competition? Let pupils set

es. :

] or committee .investigate and report on the
ry of the automobile, including the earliest
in Europe, the .diffusion of the idea tc the
any companies which produced individual autos,
ch these companies raised money, and the way
oducers of other goods began to produce autos.
discuss: _Why da you think there were so many
ies then and so few now? How did-the bicycle
ibute to the development-.of the auto industry?

w the film Auto-Biography which deals with
of the automobile in this country,

Automobile; Stein, The Trea- .
sury of the Automobiles

Hebb, Cars in Pictures,

Rae, Am, Automobile, chs,
1-3, 560
Compton's Pictured Encyclo-
pedia, pp. 569-572, vol, T,

~See graphs on no, of indepan-

dents and makes of autos over
years in Weiss, Econemics and
American Industry, p, 327,

Film: Auto-Biography, CBS-TV,
DIS tributed byf McGraw=-Hill ,
26.min, .
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Mass production permits reduction
in costs, but it is dependent upon
a big enough market to make it pro-
fitable,

Sets up hypotheses.,

Tests hypotheses against data,

Draws,infersﬁges_Fram,gfaphsg
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D.

N permits reduction E.
it.is dependent upon
narket to make it pro-

s_agalnst data,

es from graphs.

at all came to auto production with funds
made in producing other products such as
. bicycles, wagons, etc,

GM was organized as a holding company in 1908
(holding the companies of Buick, Cadillac and
the 0lds as well as eight other lesser auto
companies and a number of companies making
individual parts for autos). Although GM
almost went bankrupt a few years. later, it

was reorganized and had surpassed Ford in salaos
by 1927, lost sales supremacy briefly, but reqained and
has held it since 1930,

Ford developed a sturdy car, bujlt only one
model at a time, and mass-produced the car with
interchangable parts and an assemb]y-]ine in
order to cut costs. He sold the caf at a Jow
price in order to get a big market and made
his profits by a small profit margin on many
sales, (He assumed an elastic demand for
cars,) Other companies assumed an inelastic
demand and continued to sell at higher prices
Ford soon outstripped all of the ofthers in
sales and profits,

. Once the market had been saturated with current

cars, other auto companies began to build new
models with different styles In order to per-
suade people to buy new cars before the old
ones wore out, Ford, who stayed with his one
model and color for a number of years, began
to drop behind General Motors in sales. Fin-
ally, he too, shifted to'a new model.
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. 15, Have. a pupil report on Henfy Ford's contribution to the - Rae, Th
“auto industry, Be sure that the class discusses the chs. &=
importance of mass production and of his pr|c|ng policy See fig

as well as the problems which he encountered in the 1920's Weiss,
when other companies came out with many different styles, Industr

16, Be sure to discuss: Would Ford's pricing policy result See gras
in a profit for products of inelastic as well as elastic  and Ame
demand? What would happen to the elasticity of demand -
as more autos were sold in the early 1920's? Set up
hypotheses and then check against a graph which shows
autos and households from 13890 to 1960,




report on Henry Ford's contribution to the Rae, The American Automobile,
. Be sure that the class discusses the chs. 4-5, pp. 95-100." B
mass production and of his pricing policy See figures on his prices in
e problems which he encountered in the 1920's Weiss, Economics and American
npanies came out with many different styles, Industry, p. 330.

scuss:  Would Ford's pricing policy result See graph in Weiss, Economics
or products of inelastic as well as elastic  and American Industry, p. 333.
would happen to the elasticity of demand S '

vere sold in the early 1920's? Set up

1 then check against a graph which shows

eholds from 1%90 to 1960,




A, 1S CURIQUS ABOUT SOCIAL DATA,

S. Uses index numbers.,

S. Generalizes from data,

1. Today the auto industr
three companies sellir
autos and one company
the autos,

S. Sets up hypotheses, A, The auto industry i
- T tered prices, in wh
G. Competition exists where there are duction rather than
a number of sellers of a product or below supply,
service and no single seller can '
dominate or control the market price,
However, price competition is not
“the only form which competition
takes,
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l0US ABOUT SOCIAL DATA,

dex_numbers,

izes from data,

I1l. Today the auto industry is an oligopoly, with
three companies selling over 80 per cent of the
autos and one company selling 50 per cent of
the autos,

ypotheses, A. The auto industry is an example of adminis-
- ' ; , tered prices, in which companies reduce pro-
ion exists where there are duction rather than prices when demand falls
- of sellers of a product or below supply,
and no single seller can
- or control the market price,
price competition is not
form which competition
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If possible bring in old magazines from the 1930's or
earlier and have pupils look at auto ads at that

time, They should identify car features which were
introduced at that time which pupils have thought must

_have been part of cars from the beginning, They might
compare car costs in the two periods, using wage in-

dexes to figure out to what extent the rise in costs
have been offset by increases in wages. Do people
have to spend a smaller or larger proportion of wages
for a car today than in this earlier period? Are peo-
ple paying for greater quality as well as different
styles today?

Project a table or graph showing profits by Gencral
Motors from 1930 on and in 1955-59. Do the same for
the other large companies, .

Also project a-table or cha%t!shgwing the proportion
of the cars ' sold by the different companies in the
past year or over a period of years, (A pupil could

- construct this chart from data obtained in Motor Trends.)

Review the hypotheses about the relationship between
prices and demand for cars which pupils developed for
the questionnaire (see question #14 and activity 2i).
Now ask: Would you expect to find sales prices chang-
ing somewhat throughout the year? Why or why not?
(Cite prices of other goods which do shift during the
year,) Let pupils set up hypotheses about what they
think might happen to car prices during the course of
one year, (The class might set up two hypotheses, one"
about list prices from the manufacturer and one about
prices from dealers,)

Weiss, Ec
Industry,
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Wenss, F;Dnam|cs and ﬂmerlﬁan
Industry, pp. 350, 370




When there is such a concentration
of production in the hands of a

Few firms that these firms can dom-
inate prices, competition is reduced
and supply can be restricted in lieu
of cuiting prices,

Tests hypotheses against data,

IS SCEPTICAL OF THE FINALITY OF
KNOWLEDGE, HOLDS THEORIES AND
GENERALIZATIONS AS TENTATIVE, SUB-
JECT TO CHANGE IN THE LIGHT OF NEW
EVIDENCE,

Drgws_infgrences_Ftpm;ﬁabjgsrand

When there is a monopoly or such a
concentration of production in the

hands of a few firms ‘that these firms .

can dominate prices, competition is
reduced and supply may be restricted
in lieu of cutting prices.

Generalizes from data,

-28-
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il

The other companies follow the price lead
of General Motors which dominates the in-
dustry, General Motors, in turn, hesitates
to force competitors out by a price war
because of the danger of government inter-
ference under anti-trust laws.
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Project two charts, one showing changing sales of autos
(ar new auto registration) over the years, and one show-
:nq suggested retail price for cheapest four-door sedan
in high powered line during same years, Ask: What hap-
pened to prices when sales dropped off? How did prices
of different auto c@mpanias compare?
reason for drop of sales in 1940 to 1945,)

Project a table or graph showing the ﬁFDpDFtIDH of the
market controlled by the three largest companies in
several different fields, including the auto industry
and the tire industry, Ask: Why do these figures dif-
fer somewhat? Now have puplis consider once again the
question about how the auto companies can cut production
rather than cutting prices, Ask: How does the auto
industry seem to compare with the farm situation in
terms of supply and adjustment to demand? How can the
auto industry reduce supply when farmgers find it so

difficult to do so without government iDﬁtFDlS?

Ask: Suppose you are a very small auto Campany and
you cut your prices in order to take customers away
from the big auto companies? What might happen? |If
you were Ford or Chrysler managers, why would you tend
to follow the lead of General Motors in setting prices
for different car models? Cite examples of how Ford

See Weiss,
American In

(Be sure to discuss

Table, p.

351.

Graph;
nomics gﬂg
anunes on
See also M
eds,, Econ
115 and LT
Qur Americ
165
Weiss, p.
on price a



charts, one showing changing sales of autos
registration) over the years, and one show-
d retail price for cheapest four-door sedan
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t car models? Cite examples of how Ford

See Weiss, Economics and
American Industry, pp. 333,

351,

Graph, p. 327 of Wenss Ecg—
nomics and _American lnduatry!
Table, p. 328 in Weiss,
Figufes on p. 326 of Weiss,
See also Mark and Slate,

eds,, Econ. in Action, p.

115 and Cindhoim and Driscoll,
Our American Economy, p.

T65, o

Weiss, p. 353 includes data
on price adjustments by Ford,




S. Uses Raader}srﬁgjﬂa:tajjgﬁate,infpﬁs
mation,.

G. Government policies may tend to re-
duce or increase pressure toward
concentration of industry or mono-
polistic tendencies.

[ ]

Draws: inferences from data.

S. Appliss concepts to new data,

G. Prices are affected by changes in
supply and demand.

30-

2, Retail outlets
make room for n



s _Guide to locate infor-

2ase pressure toward
v of industry or mono-
lencies,

ices from data,

pts_to new data.

fected by changes in
mand .,

2, Retail outlets cut prices.on old models to
make room for new ones if supply exceeds
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adjusted prices to G.M. pricesg

Have a pupil use the Reader's Guide or clippings which Use Rea
you have put in the cTipping file to find out what has aiLurlﬁ
happened to list prices of cars as announced by the ,
large campanies Fhey should note what happens when

GM announces its prices for new cars, Ask: Does this
evidence indicate that the auto industry still follows

-a practice of price leadership?

Tell the class briefly or have g pupil report on anti-
trust 1ega§1atlcﬁ and action. in this country, Now ask:
Why doesn't General Motors wagé a price war to force
the other auto companies out of business? Suppose the
government forced GM to cut prices by threats of court
action? What would happen to GM's competitors?

Place the word "monopoly'" on the board. Huve rhey secen
any situation so far this year in which one person or
Firm had a monopoly of any kind? Be sure that pupils
define the term, Now ask: |Is there a monopoly in the
auto industry? Be sure to define oliogopoly and dis-
tinguish between- it and monopoly,

Perhaps. have pupils read an account of price collusion Ammer , ..
in the electrical industry and have them compare such pp. k49
collusion with price leadership in order Lo understand . :
the difference between the two, :

Have several pupils present a report on retail pricing
both at the end of the year and during the early part
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es to G.M, prices,

use the Reader's Guide or clippings which Use Reader's Guide to locate
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een- it and monopoly.

pupils read an account of price collusion Ammer, ed., Readings and Cases,
ical industry and have them compare such Pp. 49 50.

h price leadership in order to understand
e between the two,

pupils present a report on retail pricing See Weiss, Economics and A-
nd Df the year and during the Early part merican Industry, pp. 356-57.

O
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Generalizes from data, : demand, Ther
B among dealers

S. Generalizes from data, R

G. Firms may compete with each other B. The foreign auto
by trying to improve the quality sales in the U,S.
of their product or by product with American aut
differentiation, extent,




o

rom data. demand, There is more price competition

among dealers than among producers.

ete with each other 8. The foreign auto companies have made many
improve the quality sales in the U.S., but they do not compete
Ict or by product with American auto companies to any great
n, - extent,
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of the year., They shDuld discuss packs as well

as ways of altering the amount of money to be paid for
a trade-in. Ask: Who takes most of the loss in re-
duction of prices at the retail level? How has the
government affected retailing prices by legislation?
These pupils might examine car advertisements rrom
dealers to find out what kinds of prices, if any, are
being quoted for the same make of car from one dealer
to ‘another and the comparative prnces being offered by
dealers for different makes of cars in the same general
range, Discuss these findings in class. Ask: Why is
it difficult to judge what one must pay for a car even
when a dealer does mention a price in advertising?

Have pupils compare the reduction in auto prices in
last year's model ¢f cars, as found in the local area,
with the depreciation losses estimated for cars each
year, Discuss: Does the r@nsumer come out ahead fi-
nancna]]y by buy|ng a 1ast year 's model of a new car

Have a pupil report on several kinds of Toreign cars
which are sold in the area, They should describe the
characteristics of these cars as against those made in
America. They should also try to find out how sales of
such cars in their own area compare with sales of U.S,
made cars and how sales have changed over time. Do
these cars offer a real threat to American auto dealers?
Why are such small cars so common in European countries?
Why do Americens buy these cars? (Pupils might obtain
some of their information through interviews with for-
eign car dealers in the local area,)
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Sets up hypotheses. C. Competition in th
- S _ an attempt to gai
Firms may compete with each other by product-differ

by trying to improve the quality

of their product or by product ‘ 1. Each company t

differentiation,

Economic wants of people seem never 2,

to be satisfied, since many goods

and services must be replenished
constantly as they are used up,

since population is expanding, and .
since new inventions or styles

create new wants,

. Firms may compete with-each other

by trying to improve the quality
of their product or by product
differentiation, :

Sets up hypotheses. ~ s
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C. Competition in the auto industry comes through
an attempt to gain a larger part of the market

compete with each other by product-differentiation and advertising.

to improve the quality ’

oroduct or by product ‘ 1, Each company tries Lo make its product

iation, : , slightly different and tries to persuade

' people that its product is best. When pro-

ducts are not interchangeable and can be

differentiated, people are likely to let

other factors besides cost affect their

choices, (This is not true in the market

for wheat, )

vants of people seem never 2, Each producer changes his own styling each
sfied, since many goods year, but not too much, By changing style,
es must be replenished the company hopes to make consumers feel
' as they are used up, - . that their old car is obsolete and should
1lation is expanding, and be replaced, By not changing style too
inventions or styles : much, companies make it easier to sell
| wants, second-hand cars, Each company decides

on style changes several years before such
compete with each other cars are produced and then uses advertising
to improve the quality to create a consumer demand for such a
roduct or by product- style, Consumer demand for specific styles

ation. does not cause the changes.

potheses, 3. Each company has developed a number of mod-
T els in an attempt to appeal to people in
theses against data, different price ranges and to have a line -
S ' o of cars within which consumers will buy.
Market research has shown that people tend
to have loyalty to a particular company's
cars if there are models at different price
ranges within that company's products,




27.

28,

- 35

Bring to class newspaper items or advertisements about
auto shows and new car Styl;g Use them to initiate a
discussion of competition in terms of changing styles,
Discuss: Why do you think the auto makers 1ike to make
style changes even when they make few other changes in
the operations of the car? Have the class set up hy-
potheses to check,

Read aloud quotes from a GM executive to effect that
GM was building 'dynamic obsolescence" into their cars
and the principle of styie cycling., Discuss.

Ask: Why do you think auto companies such as General

Motors or Ford make so wany different models of cars?

Read aloud quotes from Keats on ngglar,MErhanL(; sur-
vey.,

Nelate product differentiation in autos to product dif-
ferentiation of other products,

Keatsg
pp. 57

See di

Vieiss,
dus try

Keats,
pp. 61
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~S.  Draws inferences from data,

G. Corporations make possible a larger
investment in capital goods than do
most individual enterprises and
partnerships, since shares of stock
can be sold to many people,

5. Detects persuasion devices, - 4. Auto companies spei
T tising in order to

G. Governments affect business activity, which is needed fo
dustries, The adve

try to create an ir

which differs from

other words, the ar

ferentiate the proc

cluding their own

ple will buy new c¢

buy their company!'s

G. Firms may compete with each other
by heavy advertising to make their
products better known and so in-
crease the demand for them rather
than for competing products.
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Auto companies spend huge sums for adver-
tising in order to develop a mass market
which is needed for mass production in-
dustries, The advertising is likely to
try to create an image of the car--an image
which differs from that of other cars. In
other words, the advertising tries to dif-
ferentiate the product from the others, in-
cluding their own past models, so that peo-
ple will buy new cars frequently and will
buy their company's new model,
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Instead or in addition you may wish to do one or more
of the following:

a,

b,

Project some of the ads, showing them only briefly at
first, end asking: What did you see in this ad? Then
let pupils analyze the ads in more detail. To what ex-
tent does their first impression differ from their re-
actions to the ad after longer study? Why? Ask: |f
you were in charge of auto sales, would you expect
television or newspaper ads to be more effective? Why?

Have pupils count the number of times different types-
of appeals are found in the car ads which they have
found, Discuss: Are these advertisements trying to
sell '"transportation' or something else? What do the
manufacturers think are the things most likely to sell
cars to American consumers? Why do you think they do
not play up safety features more?

. Tape some of the auto commercials on radio and tele-

vision, Have pupils analyze the sales appeals.

. Have pupils write their own car ads. They might i-

dentify the audience to which they wish to appeal,
write a description of the car design which they
would develop for such an audience, and then write
a paragraph of advertising copy for it,

. Show auto ads from old magazines of the 1940's or

1930's once more. Ask: How did the appeals in car
ads in those days compare with those today? Why
do you think that this is so? :

Perhaps have pupils debate the pros and cons of the ethics
of advertising in this fashion,



Up to a certain degree, large-scale
production is likely to lead to re-
duced costs by spreading fixed costs
over a larger output of goods and by
increasing productivity of labor.

Mass production needs a mass market
with mass consumers, as well as
standardization of products and parts
and ‘a high proportion of capital
goods,

. Mass production, with its greater

specialization and substitution of
capital goods for labor, permits
reduction of costs,

As compared with individual enter-
Prises and partnerships, corporations
make possible both a larger invest-
ment in capital goods (with an ac-
companying mass production and

lower costs) and a control of this
investment with a much smaller a-
mount of money than the capical

goods are worth,

Corporations make possible a larger
investment in capital goods than do
most: individual enterprises and
partnerships,since shares of stock
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D. The autc-campanies are huge corporations which

produce on a mass scale,

. Advertising helps develop the big market
needed for mass production, '

2, The companies are corporations, with owner-
ship widely dispersed but with a few peo-
ple holding control and choos ing management,
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3k, Give pupils figures for the amount spent on advertising Weiss, p, 342
by some of the large auto companies. Ask: Why do you pp. 366-368,
think the companies spend so much? Do you think these
expenditures on advertising raise the cost of cars by
much? Why or why not? What advantages or disadvantages
do you see in such large scale advertising for auto
companies? for the consumers?

Perhaps show the ,class the table in Goodman and Harriss Goodman and H
on "Marketing Costs In Various industries." Ask: How mics, p. 364,
do advertising costs asa per cent of sales compare in - ~
the auto industry with that in other industries? -Why

is it so much Tower than in the drug or cigarette in-

dustry? How does the selling and delivery expense compare

in the auto industry and in the other industries? Why

is it so much lower than in some of the industries but

higher than in aircraft and shipbuilding? How does the

total per cent of sales costs compare with other industries

which sell to the general public rather than to a few

large industries or to the government?

35. Have pupils examine an annual report of one of the autn
companies, Ask: Who owns the company? How are those
who run the company chosen? What are the advantages of

~a corporatioun over a single owner? Over a partnership?
(This is a review from the fourth grade course, |f pu-
pils have not had that course, have a pupil investigate
and prepare a chart to compare the different types of
organization, )
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can be sold to many people,

G. A few-large stockholders can con-
trol a corporation with a relatively’
small investment of money as com-
pared to the capital goods owned by
the corporation. '

G. Holding companies permit a few in-
dividuals to pyramid their controi
over a number of other corporations
with just a small amount of money
as compared to the total worth of
all of the companies,

G. Up to a certain degree, large-scale
: production is likely to lead to re-
duced costs by spreading fixed costs
over a larger output of goods and
by increasing productivity of labor,

G. Division of labor and specialization - 3, The companies use ma
can increase a person's output, cluding new automat’
: costs of production,
G. Mass production, with its greater _ -
specialization and substitution of
capital goods for labor, permits
reduction of costs,

G. Mass production needs a mass market
with mass consumers, as well] as
standardization of products and parts
and a high proportion of capital goods,

!
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The companies use mass production, in-
cluding new automation devices, to cut

costs of production.
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38,

they paid for their efforts?

~an assembly line?

—_l\tj_

Use a chart to illustrate how a few people can control
a large corporation, Use the example of the early GM
holding company as well-as of a typical company.

Who really runs the auto companies? How are
Are they working for the

Now ask:

profit motive?

Have a pupil read an account of advantages resulting
from large-scale production and prepare-a chart to il-
lustrate, - Discuss the chart, Be sure to bring out the
possibilities of research and development in large com-
panies, as well as the reduction in cost per unit.

Have the class view a fiim showing mass production on
an auto assembly line, Or have pupils visit a local
auto assembly plant to see how the assembly 'line works,

Or have a pupi' veport on auto assembly lines, Discuss:
How does the ass mbly line affect production and output?
cost of production? What problems mignt arise on such
How might workers react to such an
How large a market is needed For mass
How can the organization of assembly l}ines

assembly linn?
production?

~affect efficiency?

Lindholm a
American E

LEL- A
Film: Man

Line, McGr.

Hebb, Cars

Complon's
57376
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Output can be increased by a more

efficient combination of productive
resources (by the way in which pro-
duction is organized), :

The most efficient combination of
resources is the one which produces
the largest output given the same
cost or value of resource input,

Mass production, with its greater
specialization and substitution of
capital goods for labor, permits
reduction of costs,

Specialization of individuals, busi-
nesses, and regions make for inter-
dependence,

New technological developments bring
improved efficiency to tools and
machines and increased labor pro-
ductivity,

The most efficient combination. of
resources is the one which produces
the largest output given the same
cost or value of resource. input.

Oraws_inferences from tables and

graphs.

In the long run, a rise in real



39. Instead or in addition to activity #38, project the maps = McLaughlin
' and pictures (in sequence) in the section on "A Region- Time-Life B
Sized Assembly Line" which describes the many places, - land, pp. 9
factories, and jobs involved in finally putting together ™
a Chrysler Dodge Coronet, Prepare cards for yourself to
read as you show the pictures, Or perhaps have a pupil
prepare this illustrated report to the class.

QD!'Perhaps show a film of an automated plant, Ask: What
advantages are there in such a plant? What disadvantages
might there be? e : '

b, Cite figures or show charts on results of automation on Juckingham,
output, the number of workers, costs, and wages in an 21, 37,101,
_ auto industry, Discuss: Has automation helped or hurt
\ the workers? :




in addition to activity #38, project the maps  MclLaughlin and the Editors of
es (in sequence) in the section on "A Region~ Time-Life Books, The Heart-
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wages Will be achieved only Ey a rise
in labor productivity,

3 : G. Output can be increased by a more h. The corporation
efficient combination of productive zontal and vert
resources (by -the way which pro- to cut costs an
duction is organized), , - supplies, Vert

' ’ to ownership of.
G. Up to a certain degree, large-scale control (althou.
production is likely to lead to re- dealers) and sor
duced costs by spreading fixed costs C ’
over a larger output of goods and by
increasing productivity of labor,

i

G. Most businesses in mature economies
depend more upon corporation savings
For new fnvestment than upon invest-
ment from outside the business,

G. Collective bargaininy ‘v labor _ E. The huge companies

' unions may help restore competition labor union in the
at times, or it may hurt competi- -
tion,

G. Laborers may join together in labor
unions to agglomerate their power,
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4. The corporations have developed both hoii-
zontal and vertical integration in order
Lo cut costs and ensure themselves of
supplies., Vertical integration extends
to ownership of wholesale agency plus
control (although not ownership of retail
dealers) and sometimes to credit companies,

E. The huge comparries are countered by a huge
labor union in the area of labor relations.



=1 )] =

42, Project charts showing General Motors as hoth a vertical
and a horizontal organization, Compare it with an auto
company organized vertically, Discuss the pros and
cons of both kinds of organizations--or the purposes of
both types, Tell the class how Ford and Chrysler have
also decentralized their corporations to overcome in-
efficiencies which sometimes arise in very large in-
dustrial organizations,

L3, Have pupils check with auto dealers from different auto
companies to find out what kinds of arrangements are
made between companies and dealers and how wholesaling
of cars is handled. They should report their fFindings
to the class, and the class should compare findings for
dealers of different companies, =

hiy, Give pupils figures on assets and profits of G,M, and on
. the estimated cost of a new plant. Ask:
it be for any one bank to loan G.M, the money needed for
such a plant? How might G,M, raise the money? Now tel)
pupils about what is the general practice.,

45. Have a pupil give a report on the rise of the United
Autcmobile Workers, He should describe the growth, de-
mands made, tactics used, and degree of success,

the auto industries?

How likely would

7 7 Discuss:
How does the union tend to counterbalance the strength of
(Describe Galbraith's idea of counter-

See chart:

Driscoll,:

p., 162, -

See discus
Weiss, Ecc

dustry, PR

See also b
Economics:

See chart "
Giant Ente

See discug

Weiss, Eco
Andustr
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G.

Cgmpetitignlis affected by the end
of entry of new competitors into a
field,

Up to a certain degree, large-scale
production is likely to jead to
reduced costs by spreading fixed
costs over a larger oulpul of goods
and by increasing productivity of
labor, .

When there is such a concentration

of produciion in the hands of a
few firms that these Firms can domi -

nate prices, .competition is reduced

and supply can be restricted in 1jeu
of cutting prices.,

-4 8-
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fected by the end Foolt is very difficult for new companies to enter
ompetitors into a the auto industry, and. the number of auto

companies is declining rather than increasing,

eyree, large-scale I. Entry is made difficult by the huge amounts
21y to lead to of capital needed for mass production of
spreading fixed autos which could compete successfully on
2r output of goods the modern market,
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vailing power,)

Ask: If we wanted to start a new auto company, why
would it be more difficult today than in 19107 How weuld
the financial resources needed Lo begin a companry differ
in these two periods? If we were Lo go into the business
to compete with existing firms, what would we need to
know? (e.g., production techniques, sales techniques and
force, advertising, analysis of consumer demand, service
shops around country, etc.) Would peopie be likely to
buy our cars? Why or why not? What would we. have to do
to sell them?

You may wish to expand upon this discussion by doing
several of the following, wherever a factor hampering
entry seems to need further development:

a, Ask: Give pupils figures on es*imates by auto See Weiss, n,
officials about the number of car sales needed Lo
make an auto assembly plant efficient, (Define
meaning of term efficient here,) MNow show pupils
Figures of sales for different companies once again,
Could the independent companies operate an efficient
assembly 1ine? If so, why were their costs higher
than those of the larger cempanies? Now tell pu-
pils about hov the -larger companies have built a
number of assembly plants around the country, Yhy
might they do so? (How would such plants reduce
their costs?) Have pupils figure out how many such
asscmb ly plants the indapendents could afford to
build, given their sales and a desire o oparate
such plants efficiently, Ask: Vhat effect would
Lhis smaller number have upon their costs as com-
pared Lo the costs of the larger companies?
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G.

‘Up to a certain degree, large-scale

production is likely to lead to re-
duced costs by spreading fixed costs
over a larger output of goods and by
increasing productivity of labor,

Draws_inferences from data,

Companies sometimes diversify their
products to provide for greater
security against risks of a drop

in profits from one product,

Investment in technological re-
search and development may lead
to higher levels of technology
and so to greater prcductivity be-
cause of more or better quality

50-
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Entry is made difficult because it is dif-
ficult to gain an immediate market for the
number of cars which must be sold to reduce
Fixed costs per unit, Such costs include new
tools for new styles, research, and. national
advertising campaigns.



which must be produced to make it cenomical (o

o Weiss, o

IF necessary, cite Fiqures on the number of ¢ rs
Vs 9 o
e Hun vt

introduce new fnols needed for zhangug in auto Watsen, o,
styles and models, Ask: What would happen to the in ALL!QH, no
company which could not produce and sell this rany o
automobiles? Now give pupils figures on the number
of companies which reached this figure and on fig-
ures reached by some of the independent companies,

-ncluding some of those which failed Lo survive,

Ask: Would the big companies be as likely to pio- See Weiss, [Lc
duce and sell as many of their high-priced cars Industry, p.

as‘of their low-priced cars? Why? Given what you ..
have just learned about the relationships between
car sales and economy in the use of new tools, would
it be easier for independent companies to compete

in low-priced cars or high-priced cars in general?
Why? What would this mean if sales of all cars

~dropped drastically because of hard times?

Remind pupils of the way in which the Big Thrae See Weiss, Fca
have diversifiad their products with cars for Industry, o,

different price ranges, Ask: Vha. possible ad- R
vantages does this-give these companics if they

make bad quesses as Ford did with the Edsel or

if the styling of an old car does not appcal io

the pubiic one year? What would happen to one

of the indepcndents if it made bad quesses?

Ask:  VWhy would it be easier for a large, esiablished
company to engage in research and market davzl3p=
ments? '
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duction is organized), X - efficient than

b, Entry is made d
to develop a la
‘in order to com

S, ,thwg_inferenggs from data. 5. Entry is made d
: resale-values f




creased by a more - 3. Entry is made difficult by the edge in exper-
ation of productive ience and know-how. of management in going
€. way in which pro- ' concerns which tends to make them more
vized), efficient than new companies,

b, Entfy is made diFiieuit because of the need
to develop a large sales organization
in order to compete successfully,.

Entry is made difficult because of the low
resale values for cars of new companies,

. from data.
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47. Have a pupil report on the Kaiser auto.
able *o enter the auto

Ask: Given what you have learned about advertising
spent by General Motors and Ford, why would it be
difficult to enter the auto business or even keep

up with the other companies if you were a small pro-
ducer?

Ask: Suppose you wanted to start a new auto company.
What problems might you have with management and
supervision for workers to begin with? Why would
this make it difficult to compete with older firms?

Ask: Given what youhave learned about auto dealers,

"how easy do you think it.would be for a new company
. to set up business with many dealers?

: Why would
the largest companies have an advantage over the

smaller independents?

Ask: Why do.consumers pay attention to possible
resale values of cars? (Cite Consumer Union Re-
ports on such sales in.their evaluation of cars
cach spring.) What relationship is there between
probable resaie value and the size and success of.
companies? ‘Why would this factor in sales affect
the ability of new companies to enter the fieid?

7 Why was Kaiser
industry for a time? Why did he

Finally give up auto production?

Industry, p. 333.

See Weiss, Econo
Industry, pp. 3%

See Weiss, Econo

Industry, pp. 3%

See Yeiss, Econor

Industry, pp. 34t

Rae, Am Automobi |
1705 Weiss, Econ,
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Companies sometimes diversify thelr
products to provide for greater
security against risks of a drop

in profits from one product, -

Up to a certain degree, large-scale
production is likely to lead to re-
duced costs by spreading fixed costs
over a larger outpul of goods and by
increasing productivity of labor.

'

in a competitive system many of the
consumers do not have s perfect

'nowledge of prices and quality of
goods ; consequently, the market
sys tem does not always work out
practice as described in theory.

in

3514.;

|V.The' consumer does v
envisioned for him
petitive market,

A The ﬁ%@duct is 1
able to differer
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49,
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Hdave a pupil give a report on it nappened to the Stude-
haker Company which used to wwike automobiles. (Perhaps
cell about ratings in Consumer Reports before you ask
pupil to check on what happened,) Afterwards, discuss;:
What caused the end of Studebaker's auto production?
What did the Studebaker company do to keep from going
out of business when it stopped producing autos?

Ask: What do you think of o ? (Mame of
some new type of tire or engine development,) The
boys are likely to know something about whatever you
name, but they are not likely to agree about it.

After letting them argue vociferously for a brief time,
ask: Why do you think you disagree so much? Why don't
the girls have more to say?

Now .have scveral pupils investigate some of the cur-
rent controversy over the new product which you have
mentioned, For example, if you used tires, have a
pupil investigate some of the articles on the advan-
tages and disadvantages of new kinds of tires and the
controversy over federal regulations to obtain uniform
labels on tires., Discuss: Why is it difficult for
the consumer at present to buy wisely when seiecting
tires?

Have pupils read annual issues on autos published by
such organizations as Consumers Union or Consumers
Research, What differences are there between the

t

reports of the different organizations, if any? Wy

Usc Roader's
information,
bibliography

See biblingr:
Reader's Guic

articles,
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&3

In a private enterprise system,

allocation of resources to different

kinds of production is achieved
largely by changing patterns of
consumer demands and by the respon=
ses of producers who wish to make

a profit,

In a competitive system many of the

consumers do not have a perfect
knowledge of prices and quality
of goods; consequently, the market
system does not always work out in
practice as described in theory,



51,

52,

do these organizations make such complicated studies of
autos? Does the more expensive car always get the best

~evaluation? Why or why not?

Have pupils examine different kinds of materials from

agencies providing help to those purchasing autos or
auto-parts, Discuss the kinds of halp which can be
obtained, :

Perhaps have a pupil or several pupils investigate some
of the controversy over car repairs and possible frauds
in some car repair businesses, They should report.hack

to the class about the recommendations of those concer-

ned about consumers' interests, Discuss: Why is it
so difficult for the ordinary consumer to know whether
or not he is being given a fraudulent deal wher, he buys
car repair services?

Quote an auto businessman to the effect that the best
way to regulate the auto industry is to leave it up to
the consumer to choose the best product. Do pupils

‘agree or disagree? Why?

articles,
Also sce bibl
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Generalizes from data.

Setsjyg,hyﬁ@theggsi

Tests hypotheses “gainst data.

Firms may compete with each other
oy trying to introduce substitute
products which will be more attrac-
tive to consumers or cheaper.

Purchasing costly items on credit
raises the cost to the consumer and
frequently proves more profitable
than cash sales to the seller,

Demand is arfected by the supply of
money and credit,

-G8-

B. Although auto companies c
~ in one sense, lhey try Lc
create his desire for the
to build into their produ
consumers rcally prefer s
features is a highly deba

C. The consumer frequently b
needs: to be well-informed
thapest credit or know h
paying for credit,
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m data, B. Although auto companies cater (o consumer wants
in one sense, Lthey try to use advertising to
create his desire For the style which they plan
to build into their products, Whether ar not
consumers recally prefer style to safety
features is a highly debatable question,

sés5,

ey

s_aqainst data,

te with each other
troduce substitute
will be more attrac-
rs or cheaper,

ly items on credit C. The consumer frequently buys on credit, and he
to the consumer and needs to be well-informed if he is to get the
2S more profitable ~ cheapest credit or know how much he is really
to the seller, - paying for credit,

‘ed by the supply of
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frad aloud quotes from authors wio velieve that auto
companies are not necessarily providing better quality
but are more interested in style for purposes of sel-
ling cars, Ask: Do you think the consumer in the auto
market determines what is produced or do you think the
auto manufacturer determines what is produced or do ynu
think both affect decisions about style, etc?

Use the illustration in Weiss of possible car lengths
desired by consumers and optimal lengths of two cars
to satisfy consumers as compared to the way in which

big companies tend to move closer on lengths, Why

do they do so rather than offering very different
lengths in different price ranges? (Quote examples
of how they do tend to follow each other on this
point.) Now ask: |If you were one of the independents
znd wished to pick up some of the market among con-
sumers who do not like this car length, what length
would you choose? Winy? Have a pupil report on how
American Motors regained strength with iis smaller
car and the trend it started in this couniry. Also
discuss: Why is the competition of the Fforeign car
important in helping the consumer get some of the
aqualieies it wants from American car companies?

Ask: Why would so many people buv cars on credit
rather than paying cash? Have several pupils read
articles about how car dzalers dislike cash deals
and rhe way in which they make profits on those
buying on credit, They should report to the class
on thair findings, Pupils should then check with
Lheir parents to find out if they have found similar
situations when they have purchased cars,

Keats,
np. Ah-7

See Weis
Americar

Consumar
258-261,
densed |
and Casg
720-724,
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G.

5.

Purchasing costly items on credit
raises the cost to the consumer,

Uses simple mathematical _devices
to analyze data

ldentifies incomplete data,

Purchasing costly items on credit
raises the cost to the consumer.

ldentifies value-conflicts.

Identifies value-conflicts.

Cansiders possible consequences of -

a1ternat|ve courses._ DF act:@n‘

- -60-



Firnaps have pupils read the story «F Fd, Doe or Ralgh ,
i.ner and the way in which they use credik, Discuss:

How wise is it Ffor a person to use as much credic as

this? et pupils discuss this question before they

listan to the report in activity #59 b,

Give pupils an exercise on the cost of credit, Have
pupils work with one of the formulas for figuring out
true annual cost of credit, Then have one or more
pupils check with local agencies to find out what credit
arrangements and costs are locally for auto financing,

You may also wish to expand your analysis of cradit to
areas outside of buying an auto. For example, you
might do the following:

a. Have pupils read the story of the pressure sales
and building up of credit in Harlem, Discuss the
ethics of such procedures, Should ihe government:
try to set up legislation to prevent such ractic

How might they do so, or don't you think this possibla?

b. Have a group present a Panel discussion on the in-
creased sale of credit to the American public and
the ways in which such credit affectls the coensumer
and industries, They might debate the ethics of
such sales of credit, : '

G Have pupils read the section of the President's
message Lo Congress in 1967 an the truth in .
lending act, Then have a group of students present
a panel discussion on the pros and cons of such an
Act. They should be sure to include an analysis of .
how it would affect auto buyers, and the auto industry,

Blacic, luy
o 35 (1
(Due).

See append
For a form
trud annua
Black, Buy
appendix,

Black?rﬁuy
pp. 132-13:3

8lack, Buy

See Axpendi.



ave purils read the story oF Fd. Doe or Ralph

the way in which they use credit, Discuss:
is it for a person to use as much credit as

£ opupils discuss this ques tion before they
the report in activity #59 b,

Is an exercise on the cost of credit. Have
'k with one of the formulas for figuring out
2l cost of credit, Then have one or more

2cl with local agencies to find out what credit

'ts and costs are locally for auto financing.

'so wish to expand your analysis of Gredit)tg
ide of buying an auto. For example, you
he following:

upils read the story of the pressure sales
ilding up of credit in Harlem, Discuss the
oF such procedures, Should Lha govarnment

5

set up legislation to prevent such bactics?

Blacik, Suy Mow, Pay lLaker,
LRy 345 (Homer) or 872-83
(DlJE ). -

See appendix, 7
For a formula for figuring
Lrue annual interest, sec

Biack, Buy Now, Pay Later,

appendix,

Black, Buy Now, Pay Later,

ght they do so, or don't you think this possible?

group present a panel discussion on the jne
d sale of credit (o the American public and
ys in which such credit affects the consumear
dustries, They might dehate the ethics of
ales of credir,

upils read the section of ‘the Prasident's .
2 Lo Congress in 1967 on the truth in

J act. Then have a group cf students present
I discussion on the pros and cons of such an
fhey should be sure to include an analysis of

would affect auto buyers, and the autn industry,

ERIC

IToxt Provided by ERI

Black, Buy Now, Pay Later,

 See Appendix,



-62-

S. Reads for detalls. D. Consumers in the market for-

o - , carefully and consider many

S. ldentifies incomplete data, o credit or the attributes of
' - S befare buying,

S. dentifies incomplete data,




s,

plete data,

plete data,

D. Consumers in the market for cars need Lo budget
carefully and consider many factors other than
credit or the attributes of different cars
before buying,



60, Hawe a pupil or s.veral pupils investigate the impor- Usa roxitaook
tarce of examining any contracr signed in relationship educatien o

to a car deal, What kinds of things should buyers be
particularly alert to when signing a contract?

61. Say: Suppose you are yoing to buy a car and try to
figure out what you need to put into your budget for
car expenses for next year, What would you include?
Which of these items do you think will cost you the
most? : '

Now show the class the figures prepared by a federal
agency for average costs for a ten-year period in
Baltimore, Maryland, for a k-door sedan car costing
§2,806 plus an excise tax of $150,00.

Cost over period of ten years for:

Gasoline -~ about 7000 gallons on average $2,230,00
Parking fees and tolls N 1,800,00
Maintenance and repairs 1,763,00
) Insurance 1,415,00
State and: federal auto taxes 1,188,00

Now have pupils examine the federal agency's breakdown
of operating costs for a car in terms of cents per mile:s
2,8 cents for depreciation of original auto cost,

2,1 cents for maintenance, accessories, parls, and
tires,
1.8 cents for garage parking and tolls,
1.7 cants For gas and oil, not counting Laxes on
Lhese §lLens,
I, cents for insurance,
1.2 cants for state and federal taxes,
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S. GEngraijzesfqumwéaﬁa.

S. eneralizes from data,

G. People buy insurance to reduce the
risk to themselves; the risks are
spread among many people, .

f. People buy insurance to reduce the
risk to themselves; the risks are
spread among many people,

[

5. Identifies value-conflicts..

S. Considers probable consequences of

ﬁ}terqative'cﬁufsegfgf;a;tiphiw

i

G. Industries sometimes involve third V, The auto [ndustry provides an
party costs which the industry does party or consumer costs which-
not pay. Such costs sometimes lead industry itself,
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62. Have pupils anal. e the relat’ . ists of depreciatinn

from selling a car every.year or two years and the costs

. of repairs mnd new pavts, etc, if a car is kept Tonger than
thiat, They might examine the federal report on aute oper-
ating costs as well as other articles, The fedaeral report
rassumes that a car costing $2,806 will depreciate about
9842 the first year and by $1,431 by the end of the sec-
ond year, However, it points out that the cost per mile
of owning a car differs little for car owners of cars
which they have kept a number of years as compared to
those of car owners who trade every year or two, since
other repairs jump so greatly after several years,

63. Have a pupil investigate the legal responsibilities
of car owners., What kinds of insurance are important
for the car owner to have? Also discuss some of the
things which may negate insurance coverage, such as
. charging for car pool rides, atc,

64 Have a pupil or a group of students investigate car
insurance, They might present a report on the kinds
of things which a consumer should study when buying
auto insurance as well as the current debate over in-
surance rates, cancelling policies, payments of acci-
dents, etc, They should also analyze some of the current
proposals being debated For Federal ragulation of jnsur-
ance companies and for a form of insurance which would
get around some of the current problems of court litiga-
tion ' '

05, Tell pupils about cause of the §low development of the
Aauto dndustry in England and about early developments in
rrance,  What governmental actions hindered .or helped the
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to government regulation or expen-
ditures,

ldentifies iﬁccmpjgté”dagg_

Industries sometimes involve third
party costs which the industry does.
not pay. Such costs sometimes lead
to government regulation or expendi-
tures -

dentifies value-conflicts.

‘Identifies factual questions which

need Tnvestigation.

ldentifies value-conflicts,

Industries sometimes involve third
party costs which the industry does
not pay, Such costs sometimes lead
to government regulation or expend -
tures,

-B6h=

A. The auto industry has no
tention to safety-as man
Not only have they let s
ty features within cars,
more &nd more. powerful c:
warned purchasers of fau
which may cause accident:
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A. The auto industry has not always paid asbmuch at-

‘tention to safety as many think they should have,
Not cnly have they let style interfere with safe-
ty features within cars, but they have developed
more and more powerful cars and have not always
warned purchasers of faulty features of cars
which may cause accidents



auto industry in “huse two councries? fxplain the
meaning of "third-party costs,” :

66, Show the film Signal 30 or some other Film dealing with
the human costs of auto accidents., 0Oiscuss: What point
of view does the film maker take toward the reasons for
accidents? Would you agree that these reasons are impor.
tant? What other possible factors are there that are ne-
glected in this film?

67. Now have pupils report on the Nader book or on the Mader, Unsafe At .
whole controversy raised by the legislative inves- chs, 1-3,

tigations into auto safety, He should report on the
controversy and the legislation passed, not upon its
effects. Then ask: Why do you think the companies

did not notify all customers about faults? 0id com-.

. petition in this case lead to the best of all products
for customers? Why or why not?  (Develop idea of third
party costs,) Vhy didn't seme of the car companies in-
stall safety devices sooner? (Have a pupil tell about
the consumer reaction to some of the carly safety de-

vices,) Also discuss: How effective do you think such
legislation would be? Why? What limitations might
it have?

68, Now have a Follow up report on the effects of this U
legislation thus far and about current debates about a
Lhe need for modification nf the law, (They should
include an analysis of company reports on cars recalled
For safety modifications, )

rticles,
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G. Industries sometimes involve third B. The industry could
party costs which the industry does government built re
not pay. Such costs sometimes lead .city traffic probli
to government regulation or expendi- in auto styling; pc
tures, : aE

S. Considers probable consequences of * . The auto industry |
, alternative courses of action, : solve the problems

G. Industiies sometimes involve third
party costs which the industry does -
not pay, Such costs sometimes lead

Lo government regulation or expendis -
tures, '

3. Identifies value-conflicts. D. The auto industry h

: L . . reduce the air polis
S. ldentifies factua[,gugs;jgnsﬁyhi;h' - problems for cities

need mvesETgat jon.

5. Identifies value-conflicts,

G. Industries sometimes involve third
party costs which the industry does
not pay, Such costs sometimes lead
to government requlation or expendityres,
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T

tries sometimes involve third B. The industry could not survive unless the’
costs which the industry does government built roads; highway development and
y. Such costs sometimes lead city traffic problems are affected by changes’
yernment requlation or expendi- In auto styling,.power, and sales,

ers _probable consequences of C.

ative courses of action,

The auto industry has done little to try to
solve the probliems created by junked cars,

ries sometimes involve -third
costs which the industry does
Y. Such costs sometimes lead
ernment regulation or expendi-. -

ies value-conflicts,

. . ) reduce the air pollution which is creating
1es factual questions which: - problems for cities around the country,-

D. The auto industry has done little to try to

westigation,
el 210N

185 value-conflicts,

ies sometimes involve third
05ts which the industry does
. Such costs sometimes lead

!FﬂmEﬂF regulation or expendityres,
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69, Diacuss other prebiems raised hy .he aulto industiy.
What would happen if the government did not provide
highways? Vhat has happened in many cities because
of the great increase in auto ownership?

fead aloud several quotations about the traffic prob-
lems and freeway developments, Discuss: Vhat would
happen to the auto industry if governments did not
collect taxes to expand the highway system? How does
auto styling and the type of production affect high-
way costs and construction? Quote the early comment
that autos would be far safer than runaway horses,
How do the decisions by auto manufacturers to incre-
ase the length of cars affect highway costs?

70, A pupil might investigate the whole question of how to - Use Reader's

handle junked cars, the eyesores of car graveyards, pub- 7 = 7
. lic costs in removing abandoned cars, and some of the

possible ways of disposing of the junked cars., Ask:

Why is the problem greater for cars than Tor most con-

sumer durable goods? (Relate to third-pacty costs

once more, ).

J1. Have several pupils role-play a discussion between a Nader, Unsale
reprosentative of the auto industry and government ch, 4,
health officials about the problems of air pollution, Goldman, ad,,

| | Pollution, pp
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ns by auto manufacturers to incre-
cars affect highway costs?

stigate the whole question of how to

, the eyesores of car graveyards, pub-
ing abandoned cars, and some of the
isposing of the junked cars. Ask:
 greater for cars than for most con-
s? (Relate to third-party costs

Use Reader's Guide.

s role-play a discussion between a Nader, Unsafe At Any Spaed,
the auto industry and goveroment ch, 4, 7T
bout the problems of air pollution, Goldman, ed,, Controlling
Pollution, pp. 43-58,




Generalizes from data.

Identifies differences in data.

Generalizes from data,

Uses models to help analyze data.

Uses models to help analyze data,

Applies previously-learned concepts

and generalizations to new data,

Tests hypotheses against data.

-70-

E. Government regulation of
arisen becaiuse of these tf
SuUmer cosis.



data,

‘ences in data,

data,

21p_analyze data.

1p_analyze data,

y-learned concepts

NS _to new data

against data,
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E. Government regulation of the auto industry has
arisen because of these third party or con-
sumer costs.,




73,

7h,

/5.

)
il

Discuss: How dr chird party coses which ave rnoi paid
by industry lecl to govarnment inizrfcrence with busi-
ness or government enterprise? s the auto industry
the only industry with third party costs?

v compare the auto industry and Farm enterprise in

ras many ways as possible. Ask: How do they differ?

How do they resemble each other, if at all? Have
pupils make a chart showing different economic models
For each type of industry.

Give pupils other examples of industries which they
have not studied so far and have groups investigate
each to decide which model it comes closest to.
Discuss results in class, Include industries which
falt under highly competitive and oligopoly types of
markets, Then add some industries which might be

“classified even differently and have pupils examine.

and discuss them,

Quote an econcmist to the effect that our most rech-
nologically progressive industries are among the
oligopolies rather than among the most competitive.
markeats, Ask pupils if they think he may be right.

Then have pupils examine profits tables For some of

the different industries and quotations about the degree
of technological development in each, 0o they still
agree with their carlier hypotheses?

Caves

,D-

93
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CUZSTIONNAIRE ON AUTOS

]

s kyl 4

1, o
1z ?
52 ;,u:p ie avm'?
2. y automobile were to disappear, :ow
iily change?
3. If the autoruchile had never been invented, how do you ..hmk

L1

Lrnerican life would be mﬁereni {rem ihe way it is now?

4, Do you agrec or disagree with the following statement:
Lmerican automobiles, on the whole, are pretty good.

5. Do you think you will own your own car some day ?

6. If your sizswe quc;sucjﬁ five was yes, how old do yau thiguc
you will be w yau first get your own car?

7. If your answer to question five was yes, why do you wane to
owa & car?

¥eTdo) 7 ;¢ you have learned about how prices are
letermined, what do you think would happen to auio prices
if the éenam for auios were 10 aécrease?

1]

15, Do you think the Gemand for é,utas is elastic or inelastic ?
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EXERCISE ON PURCHASING AN AUTO

Fenry Glurp is convinced that he wants to buy 2
new car, a flashy Enchilada Super. After a good deal of
talk with the Iachilada Sixﬁs*nmz, who boasted that he could
make "the hottest deal in town, " Henry got away from the
salesman and saf down to think, As nearly as Henry could
figure it out, he could trade in his twc-ge"sr-ald Panther
De Luxe on a new Enchilada, and owe $1200 on the new car,
Now he has to decide how he can best pay the STEOD He
is e:ms&de*‘mg these possibilities:

() E’en y can withdraw the $1200 from his savings
account, The interest paid to him on his savings is
4 1/2% per year.

(2) Henry can borrow the $1200 from’his friendly neighbor-
hoad bank, The banker has told hini'that he will be charged

% per year in interest for every $100 he borrows, and that
he will need to’ re&ay the loan in'12 equal inst ﬂlmpnts

(3) Henry can borrow $1200 from the credit union at his
place of work, There, the intergst on the loan is 6%
per yeax of the unpaid balance of the loan, Heary wi.ll
have to repay the loan in 12 instaliments,

(4) Henry can borrow $1200 from z finance company,

the Friendly Loan and Thrift Co, The finance company
advertises a 'low, low 1 1/2% interest per month on the
unpaid balance of the lcan, " Again, Henry will have 12
months to repay the loan, - : '

Questions

1, Which of the four possibilities listed above do you
suppose looks best, at first glance, to Henry?

2. Will the first possikility listed above (taking the money
out of his savings aecaunt) cost denry anything ?

If your answer is "yes, " how much will it cost him?

3. Under the secand possibility listed above (borrowing =
from the bankj, how much, in interest, will Henry have

o pay ?




[a)
)

' Of the four QD;&;EZ’«; wzys of paying the $1200, wiich really
vn
J =

-77-
5ibility listed above, (borrowing Sro.a

Low much, in interast, W‘ll Teury nave

5 the B difierence between the way the
1Sures 1‘?:5 1:: st rates, and ‘c e credic union's

L.

mow much ininterest will Henry have to pay if he borrow.
LroIn the ::*;::miy Loan ana’ Thrift Co. (the ff:u.;t 5111 Ly

";.iiii‘il Sopunis o Ee ZLG “G%i’iﬂh" in {' ie WE. Lﬁu im*.:;:,e Comn: wiy
&
. . P

is the cheapest? Is your answer here the same one as yous

answer to the i Si: :gaesﬁién?
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Consumer credit has become an esgentinl feature of the
American way of life, ¥ permits families with secure and
growing incomes to plan ahead and to enjoy fully and promptly
the ownereghip of automobiles and modern housenold appliances,
It finances higher education for many who otherwise could not
afford it, To families struck by serious iilness or other finan-
cial setbacks, the opportunity to borrow eases the burden by
gspreading the payments over time,

Because of these benefits, consumers rely heavily on
credit, OQOutsianding consumer credit today totals $85 billion;
$75 billion takes the form of installment eredit, The interest
costs on consumer eredit alone amownted to nearly $13 billion

in 1966,

The consumer has the right to know the cost of this key
item in his budget just ag much as the price of any other com-
modity he buys, If consumers ave o plan prudently and to
shop wisely for credit, they must know what it really costs,

In many instances today, consumers do not know the costs
of credit. Charges are often stated in confusing or misleading
terms, They are complicated by "add-ons' and discounts and
unfamiliar gimmicks, The consumer should not have to be an
actuary or a mathematician to understand the rate of interest
that is being charged. ' :

As a matter of fair play to the consumer, the cost of credit
should be disclosed fully, simply, and clearly.

Now that the right of consumers to be fully informed is
protected when they shop in the supermarkets, the time has
come to protect that right for shoppers who seek credit,

I recommend the Truth-in-Lending Act of 1967 to assure
that, when the consumer shops for credit, he will be presented
with a price tag that will tell him the percentage rate per year
that is being charged on his horrowing,

Ve can make an important advance by incorporating the
wisdom of past discussions on how the costs of eredit can best
be expressed.  As a regult of these discuasions, I recommend



~ legislation to assure--

Full and accurate information to the borrower; and
Simple and routine calculations for the lender.

This legislation is urgently needed to--
Close an important gap in consumer information.
- Protect legitimate lenders against competitors who
misrepresent credit costs.,

The T ruth-in-Lending Act of 196‘? would strengthen the
efficiency of our credit markets, without restraining them.
It would allow the cost of credit to be freely determined by
informed borrowers and responsible lenders. It would permit
the volume of consumer credit to be fully responsive to the
growing needs, ability to pay, and aspirations of the Americ.in
consunier, '

The above is an excerpt from Message from the President
of the United States to the Congress (House of Representatives:
Document _\TD. 57, 90th Congress, 1st Session), '




