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U=MM Fconomists Cite ‘Guilt’ Over Installment Buying

administration and equity.” operate in the future. Three lstzllment credlt during '3

ANN ARBOR-—=Americans are | No. ”Stl ctive direct control
the world’s greatest users of { of lnslatwment credit poses
consumer credit — but we are| many * ?meu.lt problems of
nof always happy about.our 0
borrowing habits, three- well-
known . University of Michigan
authorities peint out in v.heu'
pew book.

Consumer installment * credit
- outstanding grew in four de-
cades from about $1 billion at
the end of World War I.to $18
billion jn the early 1950's, a rate
of growth that was abuut double
the average rate of increase in
the pational income, it is ex-
plained -in “Consumer Install-
ment Credit and Public Policy”
published by the Bureau of Bus-
iness Research in the U-M
Graduate School of Busmess
Administration.

Author Paul W. McCracken,
a former member of the Pres.
ident’s Council of- Economic
Adyisers, James C. T. Mao, a2
speclalist in the theory of
finance, and Cedrie Fricke,
one time economic researcher
with a major automobile
manufacturer, point out ‘the
advantages of this economic
development:

““The rapid growth in the vol-
ume ofinstallment credit was
accompanicd by an equ:\lly vig-
orous development in _other
characteristies of the industry.
The purposes for which credit
can_be obtained have broad-
ened considerably from those of
earlier years. From financing
people in distress, or in want of
a piano, sewing machine, or
piece of furniture, consumer

ment credit? “Our analysm in-
dicates that the underlyx\lg
- | growth factors will continue to not beneve , there!ore, that a
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strong case exists for idirect
peacetime regulation of mm!l
ment credit.”

continue to grow, but at a lower
5) What are the; prospecu for projections were made to illus. (1960's. These projeetions suz- rate than in the 1’;15& .. We do

the - further growth of trate the possible course of in; | gest that installment credit will
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modern household is equipped.

“Lending institutions have
also displayed a characteristic
American penchant for innova-
tion by adapting the form and
terms to meet new needs,” the
U-M authorities say.

“Down payment requirements
have been reduced and terms
liberalized . . . And in the pro-
cess additional numbers of fam-
ilies_have found it financially

. possible to acquire some of the
appurtenances of a higher ma-
terial level of living than had
heretofore been within their
reach; With these developraents
installment borrowing achieved
.respectability and status.”;

Emergence of a well-devel.

oped installment credit indas-
try was essential to the whole
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nation we are still not entire; -
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“In its early histary, lending
to consumers did have itsless
-happy-aspects: costs were high,
and advantage was often taken
of borrowers’ ignorance. It may
well be that subconsciously we
continue ta wonder if. those evil |
practices are lurking in the
shadows, awaiting an opportun-
ity to spring out at us if we do
not keep up our guard.”

As a result of this amblvalent
view, we can welcome and ap-
plaud the automobile, appliance,
and other great industries as
‘““evidence of America’s pecul-
iar genius for progress,” and at
the same time feel uneasy about
the rise in use of consumer in-
stallment credit, the authors ex-
plain.
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The, book raises five key ques-
tions -and answers them this
way:
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1) Do movements in consumer
installment borrowing make- the
economy significantly more un-
stable? Not significantly, :the
authors say. They are a source
of changes in general business
conditions but not a major pm
of thc prablem. 3

2) . ‘Is direct Tegulation ; of
Installment borrowing essen-
tial for the effective operation
of general monetfary and
credit policy? No. Present jn.
struments of monetary con-
trol ¢an be expected to limit
appropriately the expansion
of total credit, thé authors
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“First, we believe in the sov-
defaults and the remarkable
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