Some importing nations called on the major exporters
(U.S., Canada, Australia, and Argentina) to guarantee
that they would meet all the importers' needs at a
price not to exceed the top end of the price range.

If reserves ever were exhausted and prices rose beyond
the agreed price range, this would involve the U.S.
government in subsidization of exports to keep prices
down to agreed levels. The cost of such a proposal
cannot be estimated and, I felt that agreeing to it
would be Tike handing out blank checks on the Treasury.

Another proposal, this one by the U.S. delegation,
offered full access to U.S. markets for importing
nations. It was offered to "sweeten the deal" and get
more importer support for the reserve concept. It
also had worrisome implications for U.S. consumers.

It means that importers could come in and bid scarce
supplies away from U.S. consumers and that we would

be committed not to embargo the export of such sales.

A further problem was meshing the price ranges set

by the proposal with open-market wheat prices and the
target prices set for the U.S. farm program. If the
Tower end of the price range in the wheat agreement
was set too far above prevailing market prices, the
U.S. government would be required to support world
prices by rapidly accumulating reserve stocks; in
addition, if market prices were below the target price,
deficiency payments to U.S. wheat growers would be
necessary. Alternatively, if the Tower end of the
price range was below the target price, the
government would be obligated to make deficiency
payments to farmers for Targe volumes of wheat moving
into export; this would, in effect, mean subsidizing
wheat consumption in importing nations. Clearly, the
interrelationships are complex.

I felt that the major impact of the wheat agreement
on consumers was likely to come through its effect on
Treasury costs. Changes in wheat prices are likely
to have only a minimal impact on bread and cereal
product prices. Cereal and bakery products consumed
at home make up only .15 percent of the total weight
in the revised Consumer Price Index for urban workers;
wheat, as an ingredient, is only a fraction of this
amount. It is worth noting, however, that bread and
cereals are 1ikely to be a more important part of the
diet of some low-income households.

After several years of negotiations, the proposal for

a reserve stock plan was abandoned last February. The
plan foundered on complaints by less developed countries
that the exporters were trying to peg prices at too
high a Tlevel.

Role of the Consumer Representative

Consumer representatives are hampered because they
often are unfamiliar with the commodities they must
deal with. An additional problem is the temporary,
short-term nature of their involvement. They may be
able to learn a good deal in one or two weeks of
crash study, but by then their appointment may be
over.

Given these problems the consumer representatives are
likely to be forced into the role of observers and
watchdogs who ensure that trade representatives in the
delegation do not have an undue influence on delib-
erations. It is unlikely that they will be able to
make many significant contributions.
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A further problem is the fact that the principal
concern of the delegation is to negotiate the
mechanics of an agreement. The overall U.S.
position is settled beforehand with no consumer
input. During the negotiations, discussions of
price levels and other key issues are handled in
closed sessions between delegation heads or by
visiting sub-cabinet level officials. Consumer
representatives and other delegation members have
Tittle input in these decisions. We heard several
times in Geneva when deliberations were deadlocked,
"Just wait until Katz (Assistant Secretary of State
for Economic and Business Affairs) and Hathaway
(Assistant Secretary of Agriculture for
International Affairs) get here, they'll get

things going." The fact is, however, that when
they do come, administrators at this level are not
really accessible to the delegation.

The role of consumer representative involves heavy
time inputs from people who have many good
alternative uses for their time. Given the scarce
resources in the consumer affairs area, one can
ask whether this is the best possible use of our
resources. Or, perhaps, should consumer inputs be
made in other ways, at other levels?

THE ZINC AND LEAD TRADE MEGOTIATIONS
Dr. Clinton Warne*

As the third panel member to speak I am going to
report some things the previous speakers have said.

First, the other panelists said they were asked to
go to Geneva on short notice. Short notice meant
twelve hours in my case, and that was a problem.
One must clear out a period of time, in my case a
week, cover a number of classes, do all the other
things one has already scheduled for that week, and
do it after a call that came in, in my case, at
7:00 at night saying I would be leaving for
Washington at 7:00 a.m. the next morning. I had
to contact my fellow faculty, tell them they were
going to cover the next day's classes for me, and
that I would be gone for a week or more.

I was gone from November 23-30, attending the

23rd session of the lTead and zinc industry trade
negotiations. There are twenty-seven countries
involved. I was invited to and attended all of the
formal meetings.

But I would like to re-emphasize what has been said
by the two previous speakers. I was not invited to
the preconference meetings where all the decisions
were made. I was not invited to the subcommittee
meetings where the economics and statistics were
being developed for use in making the decisions.

My role was only that of formal approval of
materials already typed. They would ask me (the
other two panel members here today had the same
experience) was this accurate? In other words,
something was already typed up, they handed it to
you, and asked: Is it accurate?

It is a dilemma for the consumer representative,
from my point of view. I will be honest; I think

*Professor of Economics, Cleveland State University.



the activity in which we are suddenly being invited
to participate is very worthwhile. And, as Stewart
Lee said, it is the first time around. I happen to
know something about the auto industry, which is the
consumer of lead and zinc. ACCI is a consumer group,
but the auto industry is the consumer group the State
Department is talking and thinking about in the
negotiations. Autos, housing, and home appliances
are the industries the State Department is conscious
of. Lead and zinc have a considerable impact on those
industries. So the State Department is talking, in
the case of lead and zinc, about U.S. producers
producing and selling internationally; about U.S.
producers selling to their own internal groups for
domestic purchases; and, then, about foreign groups
producing and both selling internally and interna-
tionally.

In the lead and zinc negotiations, the State Department
was very specific. They handed me a paper that said
something about anti-trust actions. The reason was
that at a July meeting they did suggest that price
controls should be internationally imposed on this
industry. In our particular negotiations, they were
very careful to avoid the word "price" in any way.
They talked about production controls and allocations
and proceeded to say "This country will produce the
following amount, this country can consume the
following amount, and they very carefully allocated
the available production to the available consumption
in those statistical subcommittee meetings." In

other words, they discuss how much is going to be
produced and who is going to produce it, and then, who
is going to consume it; this is all allocated outside
the formal, beautiful, Louis XIV type meeting rooms

in which the formal negotiations are held.

From my point of view, profits have been depressed in
some of the industries. Zinc, I suspect, is probably
one of the most prized illustrations. On the other
hand, lead is not. Lead has been making money hand-
over-fist for quite some time. In the next few years,
however, the lead industry is facing a serious
problem of over-production because they have been
effectively oriented around variable costs and not
around meeting full costs. It is a decreasing cost
industry. Those of you who are in economics will
recognize some of the faults in this situation:
productivity gets pushed. You have borrowers in Peru,
for example, who are asked to go to 100 percent
production in order to pay back the Chase Manhattan
Bank. At the same time, your study group is saying
you cannot produce more than 80 percent, or some
other arbitrarily set figure. You have a dilemma
within these various study groups. Demand is
apparently the key, and the situation is going to

get worse.

I noted that the president of one of the larger U.S.
multi-national companies was a representative at the
negotiations; his assistant was a representative on
one of the foreign subcommittee study groups; and
another of his assistants was with one of the other
nations, also in the study group. When these three
talked, one man would say "second"; the other man
would support. I got a feeling it had been arranged.
I also felt I was not on the inside when things

were being worked out. This is similar to what

Bob Herrmann reported concerning the wheat negoti-
ations.

There are very strong questions about wise use of
our resources. Are we consumer representatives
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being used? What if I am not invited back to

the next session? What if they ask a third consu-
mer representative to the next session of the lead
and zinc negotiations?

I also received a stack of background or briefing
materials. I read it in the first week I was
there, in order to (supposedly) be prepared for the
final voting. When I arrived, I did not realize
that the final voting was completely pro forma.

I spent my time, when we werenot in full formal
session, reading this pile of information--
beautiful material. The next time I go I shall
be relatively thoroughly prepared to perform

my duties. Especially if I get into the pre-
conference and/or the subcommittee.

The Tokyo Round of the Internaticnal Trade
Agreements Act

Now, I want to move to a second issue that is
going to be even more important. It is not the
subject of this panel, but it is the topic of the
conference talk by Michael Calingaert, of the
State Department.

I was asked to critique the Tokyo Round of the
International Trade Agreements Act, which is coming
up in Congress in the next few weeks. In case
anyone has not paid attention, consumer groups had
better make some inputs there promptly.

First, it took 5-1/2 years--that is the formal
statement, but it is longer than that--to get the
Tokyo Round under way. I doubt it would be under
way even now if Carter had not decided to push

it., It has been pushed. The Trade Agreements

Act is aimed, supposedly, at liberalizing world
commerce and modifying the protectionist tendencies
which are being practiced. That is a verbiage.

It is a tariffs issue, a proposed reduction in
tariffs of around 33 to 38 percent.

First, note that is 33 percent down from the GATT,
which was 32 or 35% down from a previously based
tariff. Thirty-three percent down from something
is not much of a reduction. If I had reduced
from 10 to 3, one-third of 3 is 1, I did not
reduce it very much. Even so, a fair number of
industries are omitted from the reduction in

the tariffs.

I did a fast estimate by pages and came out with
around four hundred industries which are being
given specific exemption from the reduction, and,
in several cases, increases not decreases.

Next, the Tokyo Round negotiators decided
deliberately that if a nation did not sign this
one, that nation would Tose its most favored nation
status internationally. Hence, if an underdeveloped
country does not sign this, it loses its most
favored nation status. Fantastic pressure is

being put on an awful lot of countries, either

sign or lose. It is a yes or no kind of decision.
There is no way a nation can go around some of
this. As you get involved as consumers, please
recognize that these various things are going to

be costly--the tariff will be raised, not lowered.

Secondly, remember that you are paying for these
tariffs. As a consumer you are paying for them;
you are paying for governmental representation and



you are paying for the sloppy management in many of the
businesses that are behind these tariff walls. These
businesses then come back to the tariff- group and to
Congress saying: "See, we did not make our money,
please raise the tariff a second time." Our Cleveland
industries are doing this; a fair number of them are
coming back to Vanik's office (Vanik is the U.S.
Representative from Cleveland and the head of the

House Committee on Tariffs) and requesting a second
increase in the tariff.

Having discussed the tariff issue, I would like to

push for a full nontariff and forget this business of
considering 33 or 35 percent, or something else, as a
wonderful success. It's very small potatoes. The more
serious thing is the nontariff. The Tokyo Round
negotiators have decided that they will remove all
subsidies on foreign domestic production for export

to a foreign nation. I will say that in much clearer
language. A basic industry--steel and so on--gets
tremendously decreasing costs per unit. Many of

these companies have been subsidized by their national
states to keep people employed and to maintain
efficient production, so if any industry has a relative
need, it gets the plant. It has happened in chemicals,
in steel, in a good many machine tools, and other
industries.

There are eight hundred separate areas--which I again
guess-estimated--so many per page in the big thick
pile of papers you receive. About eight hundred
items have now been barriered-up in coming into the
U.S. market. In effect, the countries say, "I can
subsidize it from my market, but it is going to be
full price to the U.S." This is going to help,
domestically, those not too efficient U.S. companies
who will no longer face really inexpensive foreign
competitors. For example, I just had a conference

in Cleveland on steel importation into Cleveland.

(I happen to be in transportation as one of my key
areas.) Target stuff is killing all the good steels,
but the Trade Act will allow all the junk steels to
come in. We are going to see an almost unbelievable
shift in these markets.

We are going to force American food exports. We are
now in the process of blocking out, if the country
agrees to sign. They cannot block our shipping of
certain agricultural items to them. I am not really
sure why certain ones were selected. For example,
why turkey legs? Who is the political pressure group
that pushed turkey legs? When you start looking
through, you ask, why did the trade negotiators
select such-and-such an industry? Suddenly these

are going to be the U.S. representatives overseas.
Get used to some crazy ones. Orange juice is fairly
obvious. As American foods are shipped overseas

and international markets are developed, what is
going to happen to the prices domestically? Remember
what we are doing to our hamburger system. MacDonald's,
especially, is a rough competitor; they can get

cheap hamburger of good quality, but you cannot. I
think that should come across Toud and clear.

Lastly, there are the government bidding and customs
procedures. They are going to open U.S. Government
bidding, for such things as post office equipment and
telecommunications, to any country anywhere in the
world who wants to bid. The Japanese are instan-
taneously saying no; that is one of the interesting
dilemmas which is not yet solved. Here we are
proposing this system to Congress; we are going to
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vote it through, and the nations we are aiming it
to or considering, such as the Japanese, are
saying we refuse some sections of this. The
Japanese have said bluntly, according to Business
Week (that is my best source, there being no
current source at present, outside of Strauss's
office itself), that they will not open their
telecommunication to American groups bidding for
the Japanese goods. It is very interesting; Sony
is probably our word for quality products and yet
Japan is not going to allow that market to be opened
up.

The last thing is customs procedure. The "American
standard" was mentioned by Mr. Calingaert. There
are an awful lot of customs procedures, as any of
you know who have been through U.S. Customs. You
can go through almost any European customs and not
much happens. But try coming through American
customs, and I do not care if you are a U.S.
citizen or a foreigner; U.S. customs is not one

of the happier groups to try to get through. The
U.S. 1is supposed to be opening this up. I would
like to see it happen.

I will finish with this statement, just as Stewart
and Bob did. I am very concerned about two major
issues. First, I am concerned about multi-
nationals and their impacts--their impacts both on
our study group trade negotiations and on what is
happening in the tariff bill itself, both tariff
and nontariff aspects. Secondly, the consumer
movement started back in the 1890's on a fight
over such things as the domestic development of
trade associations and the pricing law--or, as

it was then called, product production and

control by states. This is when the first consumer
movement got its first real Tife. Here we are in
1978 moving into consumer representation in the
federal government, but moving into what? The
federal government is moving into price allocations
in the form of production controls and in the form
of consumption allocation controls. The
consumption, in this case, is not the consumption
of individuals, but the consumption of major
corporations, allocated to the various subdivisions
around the world.



163

WOMEN'S KNOWLEDGE OF CREDIT RIGHTS

Ms. Jane Schuchardt and Dr. Sharon Y. Nickols*

The purpose of the study was to determine women's
knowledge of credit rights, especially those pro-
vided by the Equal Credit Opportunity Act. The 103
respondents showed a lack of knowledge of credit
regulation provisions. The relationship between
equalitarian attitudes toward financial decision-
making and knowledge of consumer credit laws was
significant; however, it was not in the expected
direction. Relationships between knowledge and
demographic variables were not significant. It was
concluded that consumer education is needed to

help women enjoy the rights afforded them through
credit legislation.

Purpose

For most Americans, maintaining the desired quality
of life in the present economic environment re-
quires a dependence on personal loans, charge
accounts and an acceptable credit rating. In the
past, some women had indirect access to consumer
credit through the accounts of their husbands and
fathers; but women in general have not been given
equal treatment with men in the credit granting
process.

Testimony before the National Commission on Consumer
Finance in 1972 best accentuates the longstanding
dilemma [1]. Among its findings were: married
women had difficulty getting credit in their own
names , divorced or widowed women had trouble re-
establishing credit, a wife's income often was

not counted when a married couple applied for
credit, and single women found it more difficult

to get credit than single men.

The Equal Credit Opportunity Act (ECOA) enacted in
1974 provides a potential remedy against sex
discrimination in credit granting [2]. Though
business has made strides to comply with its
mandates, the actual effectiveness of the ECOA
will depend in part on women's knowledge of their
credit rights and on their abilities to take
advantage of these provisions.

At the present time, there is a lack of informa-
tion regarding women's knowledge of credit in
general and in relation to the ECOA. The purpose
of this research was to help fill this void by
determining the consumer credit knowledge level of
selected Oklahoma women. Relationships between
knowledge and demographic variables were studied.
The relationship between knowledge and attitude
toward egalitarianism in financial decisions was
explored.

Research Design

For purposes of this pilot study, a non-random
sample of 200 women was selected from a population
of 698 leaders of Oklahoma civic, social, profes-
sional, and church groups. Each woman was asked

*Graduate Student, Oklahoma State University; and
Assistant Professor, Oklahoma State University.

to respond to a questionnaire distributed in Novem-
ber, 1978. Included in the self-administered instru-
ment were 20 true and false questions designed to
measure knowledge about consumer credit legislation,
especially the ECOA. Eight Likert-type statements
measured women's attitudes toward women's role as
financial decision-makers. After the initial mail-
ing and a single follow-up telephone call, 103 women
responded, resulting in a 52 percent response rate.

Findings

In general, the sample was more highly educated,
older, and of a higher socio-economic level than the
general population of women 18 years and older.
Sixty-eight percent of the women were married.
About three-fifths of the sample were over 46 years
old and nearly two-fifths had achieved education
beyond college graduation. Almost one-third had
total family incomes above $20,000. Sixty percent
worked outside the home for pay.

In assessing the respondents' knowledge of consumer
credit, four laws were covered in 20 questions. They
were the ECOA, Fair Credit Billing Act, Truth in
Lending Act, and Fair Credit Reporting Act. Scores
ranged from 53 to 97 out of a possible range of 20
to 100 points. Scores appeared high due to exten-
sive usage of the response "don't know," which re-
ceived two points compared to five for a correct
answer and one for an incorrect answer. The median
score was 74. Least knowledge was exhibited on
questions related to the ECOA. Percentage of
correct, incorrect, and don't know responses to a
select group of credit legislation questions are
shown on Table 1.

As a further check to determine knowledge Tevels of
the ECOA, respondents were asked to indicate if they
had heard of the law. If so, they were asked to

name the law. Though 81 percent of the women indicat-
ed they had heard of the ECOA, only 14 percent could
correctly name the law. Nineteen percent had not
heard of the law.

In addition to assessing knowledge levels, analysis
of variance was used to study relationships between
(1) credit knowledge and selected demographic vari-
ables and (2) credit knowledge and attitudes toward
equality in financial decision-making. As Table 2
indicates, there were no significant relationships
between consumer credit knowledge and selected demo-
graphic variables at the .05 confidence level. How-
ever, mean comparisons did show that women who had
higher incomes of their own tended to exhibit more
knowledge of consumer credit laws than other
respondents.

The possible relationship between consumer credit
knowledge and attitudes toward equality between men
and women in financial decision-making was also
examined. Responses to financial management atti-
tude questions were grouped into three categories,
which are shown in Table 3. Women with "very
equalitarian" attitudes answered nearly all of a
series of financial decision-making questions in the
non-traditional way. Thirty-seven percent of the



IMPACT ON PERCEIVED COSTS AND HOUSEHOLD CHARACTERISTICS ON CREDIT CARDS HELD

Dr. Ray McAlister* and Dr. Jean Kinsey**

The study examines household characteristics which
are related to the holding of credit cards, estimates
the probability of holding credit cards, and consi-
ders the relationship of attitudes and perceived
price to holding of credit cards. The study results
confivm that members of households who possess high
risk characteristics do, in fact, have fewer credit
cards.

A number of statistics verify that consumer use of
credit cards has increased substantially over the
past ten years. For example, one of the largest
national department stores reports that over one-
half of its sales are now made on credit. Bank
cards are reported to be used by one-third of all
U.S. households. Credit card holders in the U.S.
have increased their outstanding debt by 29 percent
in the past year, and bank credit card holders alone
have increased their oustanding debt by $6 billion
in the past three years.!

The above figures may seem to indicate widespread
acceptance of credit as a method of payment by

both consumers and finns and that credit cards are
available to virtually anyone who wants them. It
would be a mistake to assume, however, that credit
cards are evently distributed among the population.
There are some consumers who still abhor being in
debt, even well-managed debt; and some consumers
who would Tike to have credit cards cannot obtain
them. This paper will: (1) examine the distribu-
tion of credit cards held with respect to several
household characteristics; (2) present the results
from estimating the probability of households having
credit cards as a function of their perceived price
of credit, attitude towards credit, and their
financial and demographic characteristics; (3) exa-
mine the relationship between perceived price of
credit and number of credit cards held; and (4)
compare actual credit costs to perceived price.

Data

The data were collected from responses to a ques-
tionnaire mailed to a random sample of Minnesota
households. Minnesota was selected as a subject
for consumer credit research because it is one of
only five states without specific statutory ceilings
on permissible finance charges arising out of re-
tail installment sales contracts (closed-end).
Furthmore, the ceiling on retail revolving credit
finance charges (open-end contracts) are Tow (12
percent) compared to those allowed in most other
states (18 percent).

Twenty-four hundred questionnaires were mailed to
Minnesota households; 1,330 usable questionnaires
were returned. Comparing the distribution of demo-
graphic characteristics for the State of Minnesota
as reported by the 1970 Census with those of the
1,330 sampled households shows that members of

*McATister, Professor of Marketing, North Texas
State University

**Kinsey, Assistant Professor, Agricultural and
Applied Economics, University of Minnesota.

Table 1.
Households:

Sample Drawn in 1977.

166

Demographic Characteristics of Minnesota
1970 Census Figures Compared to Study

Demographic
Characteristics Census (%) Sample (%)
Residence:
Urban 66.4 7.2
Rural, Nonfarm 20.8 17.9V/
Rural, Farm 12.8 10.9
Income - Families:
0 - $4,999 18.7 9.4
$5,000 - $6,999 10.9 7:3
$7,000 - $9,999 21.0 10.1
$10,000 - $14,999 29.2 22.4
$15,000 - $24,999 15.9 32.0
$25,000 or more 4.3 18.3
Age:
<19 - -=
20-24 2.6 10.1
25-29 10.9 13.2
30-34 9.1 12.2
35-39 8.5 9.0
40-44 8.9 8.3
45-49 8.9 6.4
50-54 8.5 8.4
55-59 7.8 -
60 and older 24.7 --
55-61 - 10.1
62 and older -- 22471
Occupation (38.5% of population in work force):
1. Professional 6.4 Ui
2. Technical &
Scientific 9.4 33
3. Supervisors, Mana-
gers and Self
Employed (Includes
Farmers and Farm
Managers = 5.6%) 14.2 18.8
4. Clerical & Sales 24.2 20.8
5. Craftsman & Foreman 12.5 139
6. Operatives: A1l
Labor, Household
Workers & Trans-
port 33.3 14.2
Education (of people over 25 years old):
0 to 8 years (grade
school) 28.4 10:3
9 to 11 years (some
high school) 14.0 8.3
12 years 34.5 ! B8yl
1 to 3 years college
(some college) 12.0 20.2
4 years college 6.6 12.0
5 or more years
college 4.5 13.2




Table 1 (Continued)

Demographic

Characteristics Census (%) Sample (%)

Sex of head of household:

Male 80.7
Female 19.3

Average Household Size: 3.2

—
o w®
~w

ITncTudes rural nonfarm and city <1000.

households in the sample represent the Minnesota
population except they tend to be somewhat better
educated and have somewhat higher incomes. Perhaps
such a bias should be expected if those with more
education and higher incomes are more likely to
respond to such a questionnaire. (See Table 1 for
the comparison of census and sample distributions.)

Similar data were available from earlier surveys in
California, New York, Texas, and Washington. These
data were used to compare patterns of credit usage
among various states with.different rate ceilings.

The second part of the project in Minnesota was an
account survey. A sample of almost 2,000 twelve-
month revolving account histories was drawn random-
1y from the credit records of sixteen retail firms
operating throughout Minnesota. Of these, five
could be considered national chains, three were
regional chains, and six were local merchants with
in-house revolving credit arrangements. In addi-
tion, two were local furniture stores. This data
was used to examine actual finance charges.

Household Characteristics and Credit Cards Held

Data in Table 2 portray patterns of holding credit
cards by selected household characteristics. In
this table, comparison of the "all" percentages to
the figures for each group makes it possible to
determine those residents who hold the fewest or
the most credit cards. For example, for household
income, it is shown that of those Minnesota resi-
dents responding to the questionnaire, 28 percent
reported having no store card, 78 percent had no
bank card, and 21 percent had no credit card of any
kind. However, for families with incomes under
$10,000, 47 percent had no store card, 93 percent
were without a bank card, and 39 percent did not
have any type of credit card. Generally, the number
of cards held per household increased with each
higher income level.

Variation in card holding by income level was
generally greater than the differences observed be-
tween demographic subgroups for other variables.
However, all of the factors illustrated in Table 2
display substantial differences in card holding
among segments of the population having varying
household and financial characteristics.

Essentially, the following subgroups had relatively
fewer credit cards than did respondents with other
demographic characteristics:
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Subgroup(s) with Fewer

Demographic Factor Credit Cards

Income Below $10,000

Occupation Operatives, Unskilled;
Students, Housewives &
Retired

Age Under 25, 62 and over

Education Grade School

Sex Female (for Bank and

Total Cards only)
City Closeness Rural-farm, Rural
Non-farm, Cities Under
5,000

It would be helpful to know whether the percentage
of Minnesota residents holding no credit cards of
various types is significantly different from other
states; and, if so, the reasons for such differences.
This information is currently unavailable but data
based on individuals who possessed at lTeast one
store card in four other states are displayed in
Table 3.

For all types of cards, the data suggest that
Minnesota and Washington households have fewer
credit cards than their counterparts in the other
states.2 For example, 40 to 46 percent of Minnesota
and Washington residents had no more than two store
cards, while in other states, a much lower propor-
tion {25 to 27 percent) had as few cards. At the
other end, consumers with five or more retail cards
were substantially more numerous in the other states
(39 to 43 percent) than in Minnesota (29 percent)

or Washington (21 percent).

For other types of cards, the data displayed similar
patterns. The percentage of respondents reporting
no bank cards in Minnesota (78) and Washington (43)
is much higher than in the other states (about 32
percent). Likewise data depicting total credit card
holding shows a much larger proportion of Minnesota
(50 percent) and Washington (36 percent) consumers
having only one to four credit cards compared to

the others (18 to 30 percent).

Thus, the data suggest generally that either con-
sumers in Minnesota and Washington desire fewer
credit cards than residents of other states or that
credit card accounts are much harder to obtain in
these two states.

The Probability of Holding Credit Cards

Tobit analysis was used to estimate the probability
of Minnesota residents holding credit cards. This
analytic technique was designed to provide more
accurate estimates than can be obtained from
ordinary least squares regression models when the
dependent variable is zero for a number of cases and
varies over some continuous range for others.

Since the number of credit cards owned was zero for
21 percent of Minnesota households, this technique
was useful for estimating the probability of market
participation and the average guantity of credit
cards held by households in the total sample and

subgroups divided by income, age, and occupation.4



Table 2.
Survey, 1977.
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Percentage Distribution of Credit Cards Held by Demographic Characteristics, Minnesota Consumer

Type of Card

Demographic Store Card Bank Card T & E Card® Total Cardsd
SRATACISTISEIY g o BF o W 0T 2F 0 14 5+
Household Income (Row Total = 100%) (Row Total = 100%)  (Row Total = 100%) (Row Total = 100%)
Less than $10,000 47 29 15 8 93 7 98 2 % 39 47 14
$10,000-$19,999 27 32 24 18 82 18 95 5 % 19 50 31
$20,000 or above 14 25 24 37 60 40 71 26 3 9 30 61

A112 28 29 22 21 78 22 88 11 1 21 43 36
Occupation

Professional/

Technical 14 29 30 26 63 37 84 15 1 7 43 50
Managers,

Self Emp'd 20 30 21 28 71 29 74 22 4 13 39 48
Clerical/Sales 15 29 25 31 71 29 85 13 o4 11 40 49
Craftsman,

Skilled 32 33 19 16 85 15 92 8§ * 26 48 26
Service Workers 33 37 19 12 83 17 94 5 1 22 56 22
Operatives,

Unskilled 41 30 17 12 91 9 98 2 0 31 49 20
Students,

Housewives,

Retired 4 19 19 18 84 16 93 7 0 36 34 30
Alla 29 28 21 21 78 22 88 11 1 22 42 36
Age
Under 25 45 38 16 2 92 8 95 5 1 34 55 1N
25-29 30 34 22 13 77 23 87 11 2 21 52 27
30-34 23 34 21 22 72 28 87 13 1 16 44 40
35-39 20 33 25 23 77 23 84 13 3 14 45 41
40-44 17 19 33 31 67 33 83 16 1 14 33 53
45-54 18 29 20 32 74 26 84 14 2 13 39 48
55-61 23 29 23 26 73 27 90 9 1 20 39 41
62 and older 42 19 19 20 85 15 9] 9 1 32 37 31
A11a 29 29 22 21 78 22 88 11 1 21 43 36
Education
Grade School 57 27 8 7 91 9 97 3 0 47 43 10
Some High School 29 31 19 20 80 20 97 3 0 25 48 27
High School

Graduate 31 29 22 18 85 15 92 7 1 24 44 32
Some college 23 30 26 21 74 26 85 14 2 17 46 37
Collegegraduate 20 27 22 31 69 31 81 17 2 10 39 5]
Post-graduate

& Grad. degree 16 25 26 33 61 39 76 22 2 9 34 57
A11a 29 29 22 20 78 22 88 11 1 21 43 36
Sex
Male 29 29 21 22 76 24 86 13 1 20 41 39
Female 28 29 23 19 85 15 96 4 * 24 47 29
A11d 28 29 22 21 78 22 88 11 1 21 42 37
City Closeness
Rural, Farm 54 34 8 4 91 9 100 0 0 41 49 1
Rural, Non-farm 41 34 16 9 83 17 89 9 2 28 52 20
City, less than

5,000 39 29 20 12 83 17 91 9 0 29 46 25
City, 5000 to

24,999 21 29 24 26 7 23 85 13 1 15 42 43
City, 25,000 to

99,999 18 23 28 31 70 30 81 17 2 15 33 52
City, 100,000

or more’ 17 14 23 32 71 29 85 13 2 13 39 48
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Table 2 (Continued)

A118 29 29 21 21 78 22 88 11 1 21 42 36

a) Percentage for all respondents answering the question.
5) Travel and Entertainment cards such as American Express, Diners Club, Carte Blanche.
¢) Credit cards of any type, i.e., store, bank, T & E, gas, or others.

*Less than one-half of one percent.

Table 3. Comparative Credit Card Holdings. Five States

Minnesota Washington New York Texas California

Retail Cards

None {a) {b) (c) (d) (e)

1-2 40% 46% 26% 27% 25%

3-4 30 33 34 30 36

5 or more 30 21 40 43 39
Bank Cards

None(f) 72% 43% 33% 32% 32%

1 22 41 41 37 48

2 or more 6 16 26 31 20
T & E Cards .

None (F) 84% 86% 77% 81% 83%

1 14 12 19 16 13

2 or more 2 2 4 3 4
Gas Cards

None (f) a47% 27% 45% M% 16%

1 22 18 16 12 19

2 14 23 15 18 21

3 or more 17 32 24 59 44
Total Cards

1-4 50% 36% 30% n.a. 18%

5-9 36 47 45 n.a. 49
10-14 11 14 20 n.a. 28
15 or more 4 3 5 n.a. 5

(a) A1l holders of at least one department or retail store credit card selected from a representative sample
of Minnesota households selected by Reuben H. Donnelly Corp. Number of respondents reporting possession
of no store cards was 29 percent. Survey was conducted in 1977.

(b) A1l holders of at least one department or retail store card selected from a representative sample of
Washington households selected by Reuben H. Donnelly Corp. Number of respondents reporting no retail
cards was 26%. Study conducted in 1974.

(¢) Based on sample of retail credit accounts selected from the files of New York retail stores. Survey
conducted in 1973.

(d) Based on a sample of 550 accounts at Sears, Roebuck & Co. in Texas in 1971.

(e) Based on a sample of retail credit accounts selected from the files of California retailers by Touche Ross
& Co. in 1970.

(f) Includes those who did not answer the question. It is assumed that they had no cards of the type
specified.



The probability of households in the sample holding
credit cards was approximately .79 and the predicted
number of credit cards per household was about 3.8,
depending on the specification of the model. Four
different specifications were tested to control for
income, age, and occupation (see Models I - IV on
Tables 4 and 5).

Two variables consistently explained a large portion
of the probability of holding credit cards: rural
residency and having both a checking and savings
account. Having both a checking and savings account
may be a proxy for personal financial acumen; it
significantly_increased the probability of holding
credit cards.”® Having only a checking account was
not significant, implying that those who also had

a savings account might have been preserving their
Tiquidity by using credit.

Rural farm and nonfarm residence and Tiving in a
small town of less than 5,000 population signifi-
cantly decreased the rate of holding credit cards.
This was not surprising. Rural areas have fewer
department stores, smaller banks which seldom issue
credit cards, and residents who are less likely to
travel extensively. A tradition of available charge
accounts at local stores where customers are well
known simply make the formality and expense of credit
cards unnecessary in many rural communities. In
addition, rural residents were somewhat less likely
to accept credit as a useful financial management
tool.

The third most important variable explaining the
probability of holding credit cards was attitude
toward credit. The respondents were asked if they
thought consumer credit was a good or bad idea (see
Table 6). The results show that thinking it was

a good idea contributed significantly to the
probability of having credit cards.

Increasing monthly rent or mortgage payments and

other monthly financial commitments significantly
increased the probability of having credit cards.
So did owning a home. Not being married signifi-
cantly decreased the probability of having credit
cards.

The price variable represented what respondents
believed to be the actual or fair dollar charge for
$100 worth of credit repaid in 12 monthly payments.
Perceived price was not a significant variable in
any of the tobit models. There are several possible
explanations. First, the variable does not reflect
all the costs of using credit cards, such as annual
user fees. Second, customers who pay their bills

in full every month do not incur finance charges

and would hardly be expected to allow those charges
to influence their use of credit cards. Third, con-
sumers may not perceive the price of credit accurate-
ly, a point to be discussed later in this paper.
Finally, it is quite possible that the price elasti-
city of demand for credit cards held is influenced
very little by changes in the price of credit. The
cost of $100 worth of credit paid off in twelve
equal monthly payments was perceived and reported

to range from $44 to $0.15, which translates into
annual percentage rates of between 90 and 0.33 per-
cent. The implication is that consumers use credit
cards for any number of reasons, all of which out-
weigh the costs incurred due to finance charges.

When income was accounted for (Table 4, Model II),
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having an income higher than $30,000 per year was
the most important explanatory variable. The co-
efficients for the income variables behaved exactly
as expected. Incomes less than $10,000 a year
significantly decreased the probability of holding
credit cards. Those with higher incomes are usually
considered good credit risks and very likely to be
granted credit card accounts upon request. More
income also makes it possible to finance more credit
card accounts simultaneously.

When age was accounted for (Table 5, Model III),
those in all age groups under 40 and those over 62
years of age were Tess likely to hold credit cards
than were the 40-49 year olds whose credit card
holdings was reflected in a positive constant.
People of middle age are more 1ikely to hold credit
cards.

An examination 6f occupational groups and credit
card holding reveals that those employed in crafts,
in unskilled occupations, and those who were general-
ly unemployed were significantly less likely to have
credit cards. Credit cards held by those employed

in white-collar jobs was reflected in a positive
though insignificant constant (Table 5, Model IV).
Occupational categories were not, however, more im-
portant than place of residence, checking and sav-
ings accounts, and attitudes toward credit.

Perceived Price and Credit Cards Held

The relationship between perceived price of credit
and the number of credit cards held is illustrated
in Figure 1.6/ This relationship was derived using
the estimated coefficients from the basic tobit
model and varying the perceived price from $.50 to
$29.7/ This price range was chosen to include the
real dollar charge equivalent to a 12 percent rate
(about $6) and the mean perceived price of $9.50,
while excluding extreme values. At $9.50, house-
holds are estimated to have an average of 3.85
credit cards.

The number of credit cards held at different per-
cejved prices will change due to two factors:

1. People holding fewer cards at higher perceived
prices; 2. People acquiring or abandoning credit
cards all together as prices fall or rise. At per-
ceived prices of between $5 and $6.50, (the actual
price range for 12 percent APR) 42 percent of the
total response to price change is due to the prob-
ability that some persons will exit (enter) the
market if perceived prices go up (down). Fifty-eight
percent of the total response is due to a decrease
in cards held by card holders as the perceived price
of credit increases. The overall effect of the
changes in perceived price is very low, however. A
change in perceived price from $6.50 to $9.50 (12%-
18% APR) would result in only a 1.6 percent

decrease in the number of credit cards held.

Income, Age and Occupation

Table 6 gives the sample size, the expected number
of credit cards, and the estimated probability of
holding credit cards for each income, age and occu-
pational group. The probability of holding credit
cards increases with income and so does the
expected number of credit cards. Households in the
Towest income group were expected to hold 1.13
credit cards and those in the highest group 8.06.
The probability of holding credit cards increases



TABLE 4

Normalized Coefficients from Tobit Models Estimating
the Probability of Holding Credit Cards ( t
statistics in parentheses)
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TABLE &

Normalized Coefficients from Tobit Models Estimating
the Probability of Holding Credit Cards (t statistics
in parentheses)

Basic Income Age Occupation
Model I Model II Model III Model IV
Indgpendent Total Total Independent Total Total
Variables Sample Sample Variables Sample Sample
Constant -.55251/ -.3909%/ Constant .0821 .2498
(3.21) (2.26) ( .46) (1.43)
Price -.0063 -.0044 Price -.0041 -.0072
( .93) ( .66) ( .60) (1.06)
Checking Account .0970 .0847 Checking Account 1761 .1561
( .59) ( .516) (1.07) (.96)
1
Checking and 6147 52241/ Checking and 65841/ 56291/
Savings Account (4.63) (3.87) Savings Account (4.96) (4.23)
1
Monthly Rent or 12680/ L0629/ Owned Home 4037V 4079
Mortgage Payment (5.82) (2.74) (5.43) (5.44)
:
Monthly Debt 1803V 1303/ Rural -.7000Y 6690
Payments (5.12) (3.68) (9.47) (8.61)
1
Owned Home 4865V 3906/ small Town -.aa27Y 40841/
(6.37) (5.29) (6.17) (5.66)
1
Rura -.7008"/ -.6761/ Single, Never - -.37761/
(9.24) (8.90) Married (3.87)
1
Small Town -.3687 -.3067Y Separated, Widow - - 3154/
(5.09) (4.21) or Divorced (3.55)
1
Single, Never -.2567)/ - Attitude Toward 5697/ .5343V/
Married (2.63) Credit (7.09) (6.63)
Separated, Widow -.25031/ - Age < 21 -.73681/ i
or Divorced (2.89) (3.28)]
_ A o
Attitude Toward .50961/ L4851/ g £] - 20 (ésig?
Credit (6.35) (6.02) ' 1/
. agaV Age 30 - 39 -.20830 —
Income < 5000 T (é 84) (3.18)
219912/ . - o
Income 5 - 10,000 — (é1$$3 Age: 50 = 61 (i1g§§
Income 15 - 20,000 —— e Age > 62 -.51661 .
( .93)
265 1/ (5.44)
Income 20 - 25,000 T (2.64)1/ Professional/Technical - E-Og§§
Income 25 - 30,000 s el Y
(4.47) . -.5075~
1 11761j Crafts - .
Income > 30,000 S (iD 16) (6.30)1/
Unskilled -—- -.5213~
Predicted # of 3.85 3.80 (5449%1/
credit cards ' Not Employed _ o (5-2$
: Predicted # of 3.89 3.87
Sample size 1330 1330 cradit cards
Probability of 791 .808 Sample size 1330 1330
card ownership Probability of card .785 .789

1/Significant at 99% confidence, i.e. t Z 2.576

2/Significant at 95% confidence, j.e. t 2 1.%

ownership

M significant at 99% confidence, i.e. t 2 2.576
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with age until age 50 and then declines. The lowest Analysis of occupational groups corroborates expect-
probability is for those under age 21. They are ed correlations between income and occupation. The
estimated to hold Tess than one credit card per greatest probability of holding credit cards 1is in
household. Since 100 percent of the respondents in the professional and technical and white-collar
this age group thought credit was a good idea, the occupations. The expected number of credit cards
dearth of credit cards in this age category is to be held by households in those groups is 5.2.

probably because they do not qualify for credit due
to Tow income and other risk factors associated with
young household heads. One could speculate that a
decline in the probability of holding credit cards
after age 62 is due Targely to negative attitudes
towards credit and prospects of decreasing incomes

in some cases. Nineteen percent of the respondents
over age 62 thought that credit was bad (see Table 6).

Table 6. Attitude of Total Sample of Minnesota Households Regarding Credit Use

Demographic Factor Credit Good Credit Bad Both Answers

Household Income:

less than $10,000 79% 16% 4%
$10,000 to $19,999 83 13 4
$20,000 or more 86 11 3
Marital Status:

Married 83 13 4
Single 82 T3 4
Separated (Divorced) 83 14 4
Widowed 84 13 3
Sex:

Male 82 14 4
Female 86 10 4
Occupation:

Professional/Tech. 88 ) 9 4
Mgrs/Self employed 86 10 5
Clerical/Sales 83 11 6
Craftsmen/Skilled 79 1 5
Service Workers 85 9 6
Operatives/Unskilled 84 14 1
Students/Housewives/Ret. 77 20 3
Years Worked for Present Employer:

Less than 1 year 85 9 6
1 to 5 years 83 12 4
6 or more years 85 12 2]
Retired 76 20 4
Unemployed 72 20 7
Type of Residence:

One Family 82 14 4
Two Family 77 17 6
Multi Family 90 6 4
Mobile Home 90 8 2
Organization Membership:

Labor Union 82 15 3
Professional or Business 88 6 4
Farm 63 30 7
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Demographic Factor Credit Good Credit Bad Both Answers
Level of Education:

Grade School 77% 22% 2%
Some High School 82 16 2
Graduate High School 82 16 4
Some College 86 9 5
College Grad, 86 10 3
Post Grad/Adv. Degree 82 12 6
Age:

Under 21 100 0 0
21-29 82 14 4
30-39 84 12 4
40-49 84 12 5
50-61 84 12 3
62 or more 77 19 4
Place of Residence:

Rural 75 21 4
Small Town (less 5,000) 80 17 4
Urban (>5,000) 85 11 4
Fixed Obligations:

Less than $100 82 14 5
$100 - $249 87 9 4
$250 - $499 85 12 2
Greater than $500 85 14 1
Monthly Rent or Mortgage Payment:

Less than $100 86 11 3
$100 - $199 85 10 5
$200 - $299 86 11 3
$300 - $399 90 9 1
$400 or more 83 15 2

TNot all rows add to 100% due to rounding.)

Perceived Price and Actual Charges

Since the Truth in Lending Act of 1969, a statement
of finance charges in terms of both dollars and an
annual percentage rate (APR) has appeared on all
consumer credit contracts. Some surveys have shown
that consumer awareness of finance charges has in-
creased since enactment, but a large percentage of
credit users remain unaware of rates charged. More
importantly, a large proportion of consumers are un-
able to translate an APR into a dollar finance charge
with any degree of accuracy. Table 8 displays the
results from surveys in two states pertaining to
perception of APR and dollar finance charges for
respondents who have at lTeast one store card.
Forty-three percent of credit card holders in
Minnesota and 66 percent in Washington knew the
correct APR on revolving credit card accounts.
ever, only 15 to 17 percent estimated a dollar
finance charge that was reasonably close to accurate;
approximately 43 percent overstated the dollar
charge and 42 percent didn't know or did not answer
the question.8/

How=

When asked to report a "reasonable" finance charge

in dollar terms, 55 percent of Minnesota card hold-
ers and 45 percent of Washington card holders re-
ported over $7 on a $100 purchase to be repaid in
12 monthly payments. A $7 charge on such a purchase
would require a rate of 15 to 18 percent, depending
upon the method of determining the balance on which
the charge is based. One might conclude that the
majority of credit card customers (1) cannot accur-
ately translate annual percentage rates into dollar
equivalents and (2) if finance charges were stated
in dollars rather than percentage rates, a large
portion of consumers would accept as "reasonable"
finance charge rates in excess of those prevailing
in many states today.

Difference Between Stated (nominal) and Actual Rates

The discussion above has referred to customer per-
ception of the nominal APR--that is, the rates dis-
closed on charge agreements required by Truth in
Lending regulations. Even less well understood is
the actual rate paid by customers using revolving
credit card accounts. Generally, actual rates paid
for credit service on open-end accounts are less
than stated rates because of one's ability to use
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FIGURE 1. CREDIT CARDS BY PERCEIVED PRICE
TOTAL SAMPLE

A
27.50 <

24,50 <

21,50

18.50 4

PERCEIVED PRICES

35 y 1,5 5
NUMBER OF CREDIT CARDS HELD

N =

Table 7. Estimated Probability of Holding Credit Cards and Predicted Number of Credit Cards Held per Household
and Sample Size for Income, Age and Occupational Groups (Estimated by Tobit Regression Analysis)

Expected No. of Cards Probability of Holding Cards Sample Size
InEngoo % .49 120
5,000-9,999 2.29 .68 222
10,000-14,999 2,96 .80 286
15,000-19,999 4.13 .85 244
20,000-24,999 4.79 .87 166
25,000-29,999 6.22 .96 106
230,000 8.06 .95 137
Aggzl 0.9 .46 29
21-29 2.63 .76 278
30-39 4.15 .86 278
40-49 5.35 .88 208
50-61 4,68 .85 246
262 3.13 .70 291
Occupation
Prgfessiona1{Technica1 5.20 .90 163
White-collar 5.24 .88 430
Craft/skilled?! 2,99 .76 268
Operatives/unskilled J 2.36 .69 186
No regular employment> 2.83 .67 259

1/

= Includes managers, supervisors, clerical and sales
&/ Includes foremen, service workers
3/ Includes students, retired persons, housewives



Table 8.

175

Perception of Finance Charge Rates and Estimates of Reasonable Charges, Two States,

Respondents with at Least One Store Card

Type of Question/Answers

Knew Correct APR
Estimate of Dollar FinanceE/
Charge on $100 Purchase
Under $5.00
$5 to $5.99
$6 to $6.99
$7 to $11.99
$12
More than $12
Don't know or no answer

TOTAL

/

"Reasonable" Finance ChargeE
on $100 Purchase over 12 mos.
Under §7
$7 to $11.99
$12 or more
Don't know or no answer

TOTAL

Minnesotagj Nashingtong/
43% 66%
2%
4% 3% (under $6)
1% 12% )
1% ) 1% ) - 44%
18% ) - 41% 25% )
12% ) 8%
100%* 100%*
27% 13%
33% 1%
22% 35%
100%* 100%*

g/I‘ﬂaximum APR on retail credit card accounts in Minnesota and Washington is 12%.

tr)-/Lavn"Ln rate of 12% in Minnesota and Washington would produce actual finance charges on a $100 purchase
repaid in twelve monthly payments of approximately $5 to $7, depending upon method of assessing the

charge and customer payment patterns.

E-/(Juestion asked in Minnesota was:

"What DOLLAR amount of finance charge would you consider to be a

reasonable charge for the opportunity to finance a $100 purchase paid off in twelve equal monthly

payments?"

Question asked in Washington was:

"What DOLLAR amount of finance charge would you consider to be a

fair charge for a $100 credit purchase paid off in twelve equal monthly installments?"

* Totals may not add to 100 because of rounding.

the account for some number of days without incur-
ring finance charges (the "free-time" discussed
earlier). For example, under most rego]ving credit
agreements (both retail and bank card”) creditors
will not impose finance charges during a month in
which the beginning balance was zero or, if during
the month the customer pays his previous statement
balance in full. In fact, some customers never pay
finance charges on their accounts because of the
practice of paying the balance in full each month.
Among approximately 2,000 customers of sixteen
retailers in Minnesota the number of customers who
avoided finance charges for the entire year surveyed
was approximately one-third of the total sample.
Other similar studies have shown about the same
percentage of "free-ride" customers.

Understanding the difference between actual and
stated rates is important to customers if they are
to be able to make the best choice (least expensive)
among several alternative forms of financing. Be-
cause of the "free-time" feature inherent in most
revolving credit agreements, an open-end or revolv-
ing credit plan cannot be compared accurately to

closed-end (installment) plans on the basis of
annual percentage rates alone since the latter
usually do not incorporate any "free-time".

Summary

Examining the distribution of credit cards revealed
that fewer credit cards were held by households
having characteristics which tend to be classified
as "high risk" by creditors. Such characteristics
include low income, limited education, "blue-collar"
occupations, very young and elderly people, persons
new on a job, and persons divorced or separated.

Tobit analysis revealed that the probability of
holding credit cards increased with income, home-
ownership, closeness to city, positive attitudes
towards credit, monthly indebtedness, and the use

of banking services. The probability of holding
credit cards declined in households where the head

is single or very young or elderly, and in households
whose occupations are considered "blue-collar".

These results were entirely consistent with con-
clusions drawn by examination of the cross-tabulated



data.

Holding credit cards is influenced by what people
perceive to be the price of credit but not as much as
it is influenced by other household characteristics.
Perceived price was an insignificant explanatory
variable in tobit analysis. The relationship between
perceived price and income showed that the number of
credit cards held changes very 1ittle over large
differences in perceived price. Contributing to this
phenomena is the fact that only about 15 percent of
the respondents estimated the actual dollar charge
accurately. Almost half over-estimated the dollar
charge and over half of Minnesota card holders thought
it was reasonable to charge more dollars than
Minnesota law currently allows. Thus, the value
consumers are receiving from credit cards is in excess
of the actual finance charge they pay.

Policy Implications

The results of this study confirm that members of
those households which possess high risk character-
istics, those which are most Tikely to be rationed

out of the credit market, do have fewer credit cards.
To what extent this is due to negative attitudes

about credit or to credit rationing cannot be exactly
determined. However, economic theory and creditor
behavior both indicate that when there exists a rate
ceiling below the equilibrium rate, credit rationing
will occur. Consumers who do not obtain credit due to
rationing are those who present the greatest risk to
creditors. They are relegated to paying cash, 4oing
without, or obtaining credit from creditors who charge
higher rates, sometimes illegally.

Since the price of credit has some influence on

the number of credit cards held and probably more
influence on the number of times they are used,
consumers need to know what that price is. There
is evidence that Targe numbers of people do not
know the annual percentage rate, and if they do,
they cannot translate it into a reasonably accurate
dollar figure. In addition, most indicate a
willingness to pay more dollars for credit than
current rate ceilings allow in some states. Nor-
malizing finance charges in terms of dollars rather
than (or in addition to) annual percentage rates
(APR) would probably be more meaningful to more
credit customers, or at least would give additional
information on which to make intelligent choices
regarding alternative sources of financing con-
sumer spending.

FOOTNQOTES

These figures were reported in Sears Roebuck and
Co., 1977 Annual Report; "Credit World," February
1977; U.S. News and World Report, October 4, 1978;
and Federal Reserve Bulletin, September 1978,
respectively.

2Minnesota and Washington have a 12 percent legal
maximum rate on retail revolving charge accounts.
The maximum permissible rate is 18 percent (on at
Teast a portion of the customer's balance) in the
other states shown on Table 7.

3For a mathematical explanation of tobit analysis
see Tobin [3] and Amemiya [1].
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4Using tobit analysis to estimate the probability
of holding credit cards involved the following
specification.

a) y. = B R, P 4R a.+N R H,. +IRH, +e.
i T BgtBiPy 21ijjik‘?<dk1. i

where y. = number of credit cards held by the ith
household;
pj = perceived price of credit by the ith
household;
a; = attitude towards credit by the ith

H hoHsehoId;
fi; = JN financial characteristic of the ith
H household;

dy; = kth demographic characteristic of the ith
household;

error term; and

parameters to be estimated.

S0ther studies (Hong [2]) found that having both a
savings and checking account was significant in ex-
plaining declining probability of defaulting on
loans.

™
mn

6The perceived price for credit was determined from
answers to a question asking the maximum legal dol-
lar charge for $100 worth of purchases paid off in
12 equal monthly payments. For those who did not
answer this question their answer to a question
asking what they thought was a reasonable dollar
charge for the same type of credit was substituted.
An unfortunate feature of this variable is that it
does not explicitly capture the costs due to non-
interest fees. However, it is possible that re-
spondents had more than just interest charges in
mind since their responses were considerably higher
than the dollar equivalent of legal interest rates.

7The simultaneous nature of supply and demand for
credit cards was not handled in this paper. There-
fore, the estimated relationship between perceived
price and number of credit cards held cannot be
interpreted as a demand curve.

8Actual dollar cost would run somewhere between
$5.50 and $6.62, depending on how a creditor deter-
mines the balance on which the finance charge is
based.

9Banks usually permit this "free-time" feature on
merchandise purchases but not on cash advances
(money borrowed on the card). However, some banks
allow some type of "free-time" even on cash ad-
vances.
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SAVING BEHAVIOR IN MULTIPLE EARNER FAMILIES

Dr. Colien Hefferan*

Family saving has been traditionally viewed as pri-
marily dependent on the level of income received in
the family. This study tests the hypothesis that
propensity to save is related to source of income
as well as level of income. The sample was com-
prised of 100 single earner and multiple earner,
intact, nuclear families. Saving was defined in
two ways. The findings indicate that the propensity
to save is higher in single earner than multiple
earner families, using the first definition of
saving, that is, increase in Tiquid assets. Using
the second definition of saving, increase in net
worth, multiple earner families showed a higher
propensity to save than did single earner

families.

The purpose of this study was to test the hypothesis
that the propensity to save income within a family
is determined by the number and types of sources of
income received in a family as well as the total
dollar level of income. This hypothesis had as its
theoretical base the permanent income hypothesis
developed and elaborated by Friedman and others (2).
A basic assumption inherent in this research was
that family members perceive income from varying
sources in varying manners and prescribe uses for
that income based on the source of the income.

There are a number of potential income sources for
which this hypothesis and assumption might be test-
ed, for example, income derived from investment
activity versus that derived from labor force
participation. The author chose to test the
hypothesis by examining savings patterns in families
where income is derived solely from the labor activi-
ties of a male breadwinner (husband) as compared to
families in which income is derived from the labor
force activities of both the male and female (wife)
breadwinners.

Several researchers have analyzed the consumption
behavior in families where there is a gainfully
employed wife and have generally found little
evidence to support the contention that multiple
earner families adopt consumption patterns different
from those held by families with non-working wives
(4). MNonetheless, popular literature suggests that
multiple earner families spend their money dif-
ferently than do their single earner counterparts,
use credit differently, and have attitudes toward
economic security that differentiate them from
similar single earner families. Consequently, it
might be expected that multiple earner families make
saving decisions that are different from those made
by similar single earner families.

The 1977 Consumer Credit Survey completed by the
Board of Governors of the Federal Reserve System
reported that the proportion of families holding
financial assets has increased during the last
decade. Approximately three-fourths of all families
hold saving and checking accounts, one-third hold
bonds, and one-fourth hold stocks. Furthermore,

*Assistant Professor, Behavioral Economics, The
Pennsylvania State University.

there has been an upward trend in the total real
dollar value of the assets held (1, pp. 104-105).

The survey results suggest that holding financial
assets is related to level of family income and edu-
cation and occupation of the breadwinner. The re-
lationship of number of earners within the family and
the family's propensity to save was not analyzed.

Any study of family saving must be interpreted in
terms of the definition - afforded saving. In this
study, two definitions, and thus, two measures of
saving were used. The first definition of saving is
increase in liquid, financial assets over a specific
period of time. This definition implies measuring
changes in checking and saving accounts, cash hold-
ings, and incidental cash funds over a one year
period. The second definition of saving is increase
in real net worth over a specific period of time.
This definition implies measuring assets and 1iabili-
ties, that is, changes in liquid accounts, durable
goods, and negotiables as well as debt obligations,
over a one year period. Net worth has been adjusted
for the rate of inflation.

In order to test the basic hypothesis of this study,
that is, family saving is a function of sources of
income as well as level of income, an occupationally
stratified sample of 100 intact, nuclear families
residing in urban and rural, non-farm areas of
Central Pennsylvania has been drawn. The partici-
pants were administered personal interviews using

an interview schedule including questions regarding
demographic information, income data, expenditure
patterns, saving behavior, retrospective expenditures
and saving, and goal commitment. The husband and
wife were interviewed together.

In 57 percent of the households both the husband and
wife were gainfully employed. In over one-half of
the households both spouses were gainfully employed
on a full-time (35 or more hours per week) basis.

The mean family income for all participants was
$17,455 per year; in single earner households the
mean income was $15,890, while in multiple earner
households the mean was $19,100. The mean age of the
heads of households, males and females combined, was
32.6 years. Family size ranged from 3 persons to 9
persons with the mean family size beina 4.2 persons.
Years of schooling of the heads of households ranged
from 8 to post doctoral with the mean number of years
of schooling being 13.2. Profiles of typical expendi-
ture patterns of the participants have been developed
and will be reported elsewhere (3).

The average propensity to save varied with the sample
population according to level of income and educa-
tion and occupation of the primary wage earners.

This is consistent with the findings reported in the
Consumer Credit Survey. Further, two other factors
were associated with differences in the average pro-
pensity to save. First, saving rates varied accord-
ing to definition and measure that was used for sav-
ing. Using the first measure of saving, increase in
1iquid, financial assets during a one year period,
the overall average propensity to save was 6.2 percent
of the total income. In single earner families this
percentage was 7 percent while in multiple earner



families the average propensity to save was 5.5 per-
cent. Using the second measure of saving, increase
in real net worth during a one year period, the
total sample propensity to save was 9.5 percent.

The percentage saved among single earner families
was 7.8 percent while the multiple earner families
saved 11 percent of their total earnings.

As is inherent in the discussion above, concerning
the influence of measurement on the findings con-
cerning propensity to save, the number of earners
within a family appeared to influence the propensity
to save. While the two measures of saving suggested
that the influence of labor force participation on
family saving was unclear, it was clear that saving
rates vary according to number of earners.

In an attempt to determine the independent influences
of number of earners on family saving behavior, a
multiple regression equation was developed. The
equation had the dependent variable, propensity to
save, and the independent variables, total family
income, education, occupation, and number of workers
in the family. Separate regressions were run using
the two measures of saving.

Using the first measure of saving, increase in liquid
financial assets during a one year period, an adjust-
ed RZ of .65 significant at the .01 level was de-
rived. In other words, 65 percent of the variance

in average propensity to save was explained by in-
come, income source, and education and occupation

of the breadwinner. The only independent variables
with significant contribution to this explanation,

as measured by their beta weight, were income and
occupation. Source of income, that is number of
workers, did not add to the explanation of average
propensity to save.

Using the second measure of saving, increase in real
net worth during a one year period, an adjusted RZ2 of
.44 significant at the .01 level was derived. With
this measure of saving, source of income made a
significant, unique contribution to the explanation
of variance in saving. Multiple earner families
tended to have a higher average rate of saving than
did single earner families at the same income level.
Level of income and occupation of the breadwinners
also had significant beta weights.

The influence of number of earners on family saving
patterns is somewhat unclear. It would appear that
multiple earner families increase their net worth
over time at a rate greater than that of single
earner families at the same income level. On the
other hand, multiple earner families appear to
accumulate fewer 1iquid assets than do single earner
families at the same income level. There are many
possible explanations for this. It may be that high
rates of labor force participation within the family
necessitate the acquisition of durables. Perhaps,
high rates of labor force participation increase
family financial security and thus reduce the per-
ceived need to maintain liquid assets. The equivocal
findings of this preliminary study suggest the need
for refined measures of saving and Tongitudinal
studies of financial behavior.
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THE COLLEGIATE CONSUMER REPORTING SERVICE

Dr. William R. Fasse and Stanley T. Low, Jr.*

The Collegiate Consumer Reporting Service is a
federally-funded project which supplied consumer news
to college newspapers in forty-nine states with a
combined circulation of over one million. For
twenty-one weeks, the project provided participants
with consumer affairs columns, consumer news fact
sheets and news summaries, and guidelines for
establishing consumer news operations in their
newspapers. Project operations are explained, and
preliminary findings on participant usage of pro-
ject-produced materails are presented.

The Collegiate Consumer Reporting Service (CCRS) is
a federally-funded project at the University of
Arizona designed to supply college newspapers across
the country with consumer news. Since July 1978,
the ten person project staff has prepared and dis-
tributed 21 consumer news packets to approximately
175 campus newspapers with a combined circulation
of over one million. To receive project materials,
the only requirement of a participating newspaper
was for it to supply the project staff with a
subscription to its newspaper.

This paper will discuss several subjects: the
project's operations, newspapers that participated
and the project materials sent to them, how these
materials were used, staff studies currently in
progress, and an idea for future research.

Operations

Discussion of operations will center on the roles
of project staff members; details of project
materail development and distribution are explained
later.

At its peak, the paid staff consisted of two faculty
advisors, six student writers, a half-time secre-
tary, and a consultant. Dr. William Fasse from
Consumer Studies and Prof. Abe Chanin from Journal-
ism were the faculty advisors. Dr. Fasse helped
writers decide what stories might interest student
consumers, and Prof. Chanin helped them report and
write those stories.

The student staff was led by its editor, a graduate
assistant whose undergraduate work is in journalism.
Also hired for the duration of the project was an

undergraduate assistant editor. Four more students
were hired during the fall as reporters and writers.

As originally planned, all project material was to
have been prepared in the fall for distribution during
the six-month period extending through April, 1979.
It was for the fall that the four part-time student
writers were employed. But the complex nature of
consumer news and the staff's reliance on the tele-
phone as its sole means of getting information
nationally, made it necessary to continue reporting
and writing for the entire distribution period.

Two of the part-time student writers continued to
work voluntarily after funding for their salaries
lapsed.

*Both from the University of Arizona.

The project's chief consultant, Thomas W. Pew, Jr.,
provided criticism from the outside. A freelance
writer based in Tucson, Mr. Pew is an experienced
consumer writer. He was chairman of the board of
Media and Consumer magazine, and editor of the Dayton,
Ohio, Daily News, which aggressively covered consumer
matters.

Enlisting voluntary help from participant newspapers
to develop project materials was nearly impossible.
In one instance, ten participants agreed to price
popular textbooks at their various bookstores and
provide a short history of those bookstores' opera-
tions. Only the University of Kentucky Kernel
actually provided the information. We feel the main
reason for this problem was that providing free work
to a virtually unknown news operation was a low
priority to the student journalists involved. Most
college reporters spend their time taking full class
schedules and working for their newspapers. The
only way, therefore, to obtain cooperation from
participants in the future may be to pay for their
help.

Participants

Three times more college newspapers wished to re-
ceive project materials than the staff had originally
anticipated.

A single solicitation mailing in the fall of 2,180
newspapers resulted in 461 requests to participate;
the staff had expected to receive only 100 such re-
quests. If each request could have been served,
fifteen percent of the known college press would

have been involved in the Collegiate Consumer Report-
ing Service.

Of those 461 original requests, 172 newspapers with
a combined circulation of nearly 1.2 million were
chosen to participate. The major criterion for
choosing participants was geography; every one of
the 48 states and the District of Columbia from whom
a request was received was given at least one
participant. Circulation, type of school (junior
college, four-year, graduate) and publication fre-
quency (daily, weekly, twice-weekly, monthly) were
also bases of selection.

Because 76 of those original 172 participants were
not supplying the project with a subscription (the
only cost of participating), they were removed and
replaced with 82 new participants in January. These
new participants enable the project to service col-
lege newspapers in every state but Alaska.

0f the current participants, almost half are weekly
newspapers (see Table 1). Two of every five are
either daily or twice-monthly newspapers. The re-
mainder publish monthly. Although they have nearly
the same number of participants as the twice-monthlies,
the dailies circulate over five times as many news-
papers per issue. While the weeklies are almost half
of the total number of participants, they represent
only about a third of total circulation.



Table 1.
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Analysis of Current Participants By Publication Type

PubTication Type

Number (%)

Circulation (%)

Dailies!

Weeklies
Twice-Monthlies
Monthlies

TOTALS

39 (22) 491,600  (45)
88 (49) 383,900  (36)
37 (21) 85,900 ( 8)
14 (8) 120,600  (11)
178 (100) 1,087,000 (100)

]Newspapers that publish at least twice a week.
2The City of New York Newspaper, our largest participant, reports a

circulation of 100,000.

Another analysis of circulation (see Table 2) shows
that most project materials go to newspapers with
ciruclations of no more than 5,000. While 68 per-
cent of them are relatively small newspapers, 18

percent circulate between 5,001 and 10,000 newspapers
per issue, and only 14 percent circulate over
10,000.

Table 2. Analysis of Current Participants By Circulation Size
Circulation Number of Newspapers (%)
0 to 2,500 74 (41)
2,501 to 5,000 a7 (26)
5,001 to 7,500 14 ( 8)
7,501 to 10,000 18 (10)
10,001 to 12,500 3 (2)
12,501 to 15,000 12 (7)
Over 15,000 10 (6)
TOTALS 178 (100)

Project Materials

The main vehicle for achieving the purpose of the
Collegiate Consumer Reporting Service has been the
Consumer News Packet. Twenty-one packets were
prepared for distribution over eight weeks in the
fall and thirteen weeks in the spring. Those
participants who publish at least once a week were
mailed materials weekly, while those who publish
twice a month or monthly were sent packets at those
intervals.

The nucleus of each packet was the column prepared
by the project staff. The twenty-one columns dealt
with topics such as student-consumer organizing,
"Truth-in-Testing" legislation, Proposition 13's
renters' rebellion, President Carter's proposed
cuthback on student financial aid, and buyers'
guides to credit, bicycles, calculators and used
cars. Each story has a national emphasis, with
information being gathered by telephone from
government, industry, campus, and private sources.

Columns were accompanied by an illustrative cartoon
prepared by a paid commercial artist experienced

in the college market. CCRS also prepared fact
sheets to go with some columns in the hopes of
stimulating participants to Tocalize the story to

fit their situation. Four newspapers, for instance,
used the fact sheet on checking accounts and survey-
ed banks to localize the story on that industry's
attitude towards the student account.

In the spring, CCRS also began producing the "Campus
Consumer Connection", a collection of two or three
consumer news summaries either written by the project
staff or taken from participant news stories. The
Connection was designed to give participants an
indication of what types of consumer problems stu-
dents were experiencing on other campuses.

Staff-produced guidelines on how participants could
establish their own consumer-reporting operations
were also distributed. The first materials sent out
by CCRS, these guidelines were designed to help the.
newspapers establish Action Lines for resolving
reader-business disputes, prepare and publish pro-
duct-price surveys, and establish a regular consumer
news bureau for them to develop their own news
stories.

In all, 54 items were distributed by CCRS over the
21-week period. This included 21 columns, 18 car-
toons, 6 fact sheets, 4 collections of news sum-
maries, 3 consumer reporting guides, and 2 reprints
of participant consumer stories.



Material Usage

Before outlining in detail the longitudinal statis-
tical study which is still in progress, a rough
indication of how participants used project material
will be explained.

Overall, 58 participants with a combined circula-
tion of 360,500 have used CCRS material in some way
at least once (see Table 3). This includes both
newspapers that had to be removed and replaced for
not supplying the project staff with a subscription
and the newspapers that have been newly added. As
Table 3 and Table 4 show, the average participant
who has used project materials was a weekly with a
circulation of no more than 5,000. In fact, 60
percent were small newspapers, while Tess than

10 percent had circulations over 15,000.
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On the average, each column, the nucleus of the
Consumer News Packet, was printed by ten partici-
pants with a combined circulation of 80,800. The
two columns that received the most publication

dealt with the college credit card market and campus
consumer action groups. The credit story was run in
20 newspapers with a combined circulation of 134,000,
and the consumer group story ran in 17 newspapers
with a combined circulation of 146,000. A buyers'
guide to bicycles ran in 12 publications circulating
85,400 newspapers, and two stories on landlord-tenant
law and student checking accounts both ran in 11
newspapers, the first getting a total circulation of
88,400, and the second, 80,400.

Table 3. Analysis of Users By Publication Type
Publication Type Number (%) Circulation (%)
Daily’ 17 (29) 212,900  (59)
Weekly 25 (43) 107,800 (30)
Twice-Monthly 15 (26) 38,800 (10)
Monthly 1 ( 2) 1,000 (n
TOTALS 58 (100) 360,500 (100)

TNewspapers that publish at Teast twice a week.

Table 4. Analysis of Users By Circulation Size
Circulation Number of Newspapers (%)
0 to 5,000 35 (60)
5,001 to 10,000 11 (19)
10,001 to 15,000 7 (12)
Over 15,000 5 (9
TOTALS 58 (100)

Longitudinal Statistical Research

Measuring participant usage of CCRS materials, and
therefore gauging success, is just now beginning.

The project staff originally hoped to do an eight-
month longitudinal study of both participant usage
of CCRS materials and their overall reporting of
consumer news. Reviewing those newspapers received,
however, shows that only 40 participants will be
useful in the study; not enough issues were received
from the remaining participants that fit into our
design. However, four measurement objectives will
be attempted.

First, overall usage of CCRS materials will be mea-
sured. Second, the amount of any consumer news
participants print will be compared with their
political news both before and after receiving CCRS
material. Political news is being used as the re-
ference against which consumer news will be compared

because most college newspapers cover campus and
local political happenings and also print wire-
service items of national and international politics.
Third, participant usage of CCRS material will be
compared with their usage of College Press Service
material. The College Press Service is the only
well-established, nationally-oriented news opera-
tion designed to serve college newspapers. Finally,
a panel of experts will judge the quality of con-
sumer reporting by participants over the measurement
period.

An even smaller sub-sample of the 40 participants
will be polled to gauge their opinions of the quality
and quantity of CCRS material received.

Future Research
The first year of operation has prompted one major

question: Why do some participants nearly always
use CCRS materials while others never do? Because



of the time Tag between when a newspaper prints an
issue and when the project, as a subscriber, re-
ceives it in the mail, only 11 of the 21 columns
can at this time be examined for usage. However,
the University of Kentucky Kernel, a daily news-
paper, has used all but one of these 11 columns.
Another daily, the University of Louisiana Daily
Reveille, has used seven. On the other end of the
scale, the Seattle, Washington, Pacific University
Falcon weekly and the Drake University Times Del-
phic, an Iowa daily, have never used project
materials. Common characteristics of newspapers
that consistently used the materials would be of
interest, as would characteristics of those who
never used the materials.
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DEVELOPMENT AND EVALUATION OF INTERNSHIP PROGRAMS

FOR FAMILY FINANCIAL COUNSELING STUDENTS

Virginia B. Langrehr*

Internships are an important component of education-

al programs which prepare students for entry into

a profession. Internships provide an opportunity
to apply theoretical principles in a closely super-
vised situation. This paper identifies criteria
for the development of a financial counseling
internship program and reports on the experience

of one institution in providing such internships.

Internships are an important component of programs
preparing individuals for entry into a profession.
Many universities have developed internships to
provide students with the opportunity to apply
theoretical principles and methods in a situation
with close supervision. Recent growth in the
number of financial counseling agencies and the
recognized need for trained professionals to work
in these agencies has led to the need to develop
practice settings for students being trained in the
field of family financial counseling.

This paper has a twofold purpose. First, it
attempts to identify those criteria desirable
for the development of financial counseling
internship programs. Second, it reports on the
experience of one institution which provides
internships at seven practice settings. These
settings offer different Tevels and types of
experiences considered vital to the development
of a well rounded professional.

Criterion for Evaluating Internship Settings

Three central elements must be present in any
practicum to provide adequate exposure of the
student to the work environment to justify the
time and expense involved (Table 1). The first
element central to the practicum is a professional
environment. The setting must provide an oppor-
tunity for values and ethics of the profession

to be clearly defined. Students must be accepted
as beginning professionals and given responsi-
bility with supervision that offers them personal
and professional growth.

Second, students must be able to gain intimate
knowledge of the agency, its organizational struc-
ture, funding, range and limitation of services,

and interrelationships to the total community.

Such exposure enables students to identify specific
roles of agency personnel and the interrelationships
of positions within the agency as clients' needs

are met.

Finally, the setting should provide an opportunity
for the student to integrate and apply the theoreti-
cal concepts specified in the core curriculum.

An opportunity must exist for the student to

observe the development of a client/counselor and

*Assistant Professor, Consumer Affairs Program,
University of Wisconsin-Milwaukee.

counselor/creditor relationship and to practice
the development of such relationships. Further
the student should be able to utilize specific
treatment methods in the setting. And the student
should learn the reporting system and develop
skills in making written and oral reports. Prior
to establishing family financial counseling field
settings, this criterion model was used to eval-
uate settings.

TABLE 1. CRITERION MODEL FOR EVALUATING FIELD
INTERNSHIP SETTINGS

1. Professional Environment
A. FEthical Standards and Professionalism
of Agency Staff
B. Supervision of Intern
C. Professional Status of Intern

II. Integration of Financial Management Counseling
into Organizational Structure
A. Organizational Structure
B. Funding
C. Services
D. Role of Financial Management Counselor

II1I. Integration and Application of Theoretical
Concepts
A. Client/Counselor Relationship
B. Counselor/Creditor Relationship
C. Counseling Skills
D. Reporting Skills

The Supervision Model

We have experimented with a number of supervision
models. Clearly, the most effective has been
where the intern reported directly to an agency
staff member that identifed with the philosophical
purpose of the internship and clearly understood
the expectations for student success (Table 2).

In addition, the supervisor must have the power
within the agency to prevent the student from
becoming a secretarial assistant. In small
understaffed agencies, too often the agency sees
the intern as free help. Without a strong super-
visor they may lose sight of the true objectives
of the internship. Conversely, in very large
agencies, insuring that the student is able to
integrate into the structure and maintain a perspec-
tive of the financial counselors' relationship

to overall agency goals can be a problem.

In addition to acting as professionals themselves,
agency personnel must be willing to accept interns
as preprofessionals and not as office assistants.
Because of the sensitivity to privacy in the finan-
cial counselina area, it is vital that the univer-
sity has trained and screened students for place-
ments so that those placed in agencies are pre-
professionals capable of assuming responsibility
for their behavior and understanding the meaning



of professionalism. Recognizing the growth of
students in these areas, we have established levels
of internships. Accepting that some settings make
appropriate first semester settings but are not
acceptable for advanced placements, and conversely
that other settings are not appropriate for begin-
ning placements. To insure that students and the
agency are compatible our students are not assigned
to a placement until they have successfully
interviewed with the agency and both parties have
agreed to establish a working relationship.

A major criterion for establishing a field intern-
ship setting is the integration of Family Financial
Management Counseling into the organizational
structure. The first step here is to identify

the existing agency structure and determine how
the field internship will operate. Knowledge

of the agency's purpose and function is our

first objective for beginning students. Unless
the student clearly understands the agency's
objectives and functions, and its organizational
structure for achieving those objectives, they
have a difficult time understanding the role of
the financial counselor within the agency.

We have not restricted financial management place-
ments to agencies that only provide financial

and debt management services. Thus, for the
student at a hospital alcoholic treatment unit

or in a unit at the Department of Public Welfare
an understanding of the broader objectives of

the institution must be provided. We usually
spend a month to six weeks during the first
semester at a large institutional setting esta-
blishing the interrelationships of services.

This is vital if the student is to appreciate

and utilize the support system to maximize service
to future clients. 1In less formal settings students
may be able to move through this stage in a much
briefer period. Thus, usually at one of the
complex organizations we require the student to
remain with the agency for two semesters to insure
they go beyond identifying the role relationships
to the organization and become active participants
in providing services to clients.

The multiplicity of funding arrangements of agencies
and the pervasiveness of funding to agency
stability make it desirable for interns to gain

an understanding of the agency's financial structure.

Because they are required to intern at more than
one placement, students can begin to compare

the effects of funding sources on services provided
and on the overall functioning of the agency.

Finally, a thorough understanding of all services
provided by the agency helps the student broaden
his/her perspective of the field of financial
management. Perhaps equally as important, it
establishes an integrative approach to client
treatment, thus providing the student with a broader
knowledge of the total community support system

and the interrelationships of service providers.

You will note that with these criterion no set
structure, funding, or services have been required.
We have found that more important than how these

are provided is the ability of the student to gain
access to individuals at all levels of the organiza-
tion to determine why and how it functions as it
does. 1In all of the institutions top administrators
have agreed that the internship is important and
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that thorough understanding of the total system

is important prior to actual client contact within
the agency. Even at the largest institutions top
management personnel have conducted seminars

for students to explain the organizational structure
including the place of the field unit in the organ-
ization.

Evaluation of Seven Milwaukee Settings for Financial

Counseling Internships

Over a twenty-four month period seven financial
counseling practicums were developed (Table 3).
Each placement did not inherently meet the require-
ments iterated above, albeit each was uniquely
different and seemed desirable if measures

could be taken to insure the inclusion of all
elements. Second, to broaden the student's exper-
ience, two placement settings for each student

were desired.

The settings consisted of two non-profit organiza-
tions which met all the requirements identified

as necessary. One, a community agency, provided
counseling to any resident experiencing consumer

or debt management problems. This agency assisted
families in budget development and provided a
prorating service to overextended debtors. It also
provided seminars on debt and money management
problems. The second agency served court assigned
restitution clients. Clients were directed to the
agency by probation and parole officers and were
required to utilize the agency's services until
their debts were eliminated. This agency also
served some clients that sought services without
referral. These clients paid a service charge

for services received. Budgets were developed

and prorated over the length of the contract with
the agency.

Another unit was developed at the Veterans Adminis-
tration Hospital. No agency unit existed for the
purpose of providing financial counseling. Through
the Social Work Unit of the hospital it was possible
to provide in-house supervision to the student,
with support from university staff, in handling
specific financial problems. This placement
provided the student an opportunity to work with
crisis money management problems resulting from
severe health problems. Clients were referred

from the spinal cord unit as well as from the
alcohol treatment unit. This placement offered

the unique opportunity to utilize group therapy.

One of several consumer advocacy agencies provided
financial counseling services. A field unit at
this agency was developed for a financial manage-
ment field student to work directly with the coun-
selor providing this service. The agency's
primary service is consumer advocacy with Timited
financial counseling services. Thus the student
has the opportunity to observe the integration

of financial counseling in a broader service
oriented agency.

Two similar services were developed at the university.
One provided consumer and debt counseling services
for any university student or community resident
seeking help. No prorating services were provided;
however, budgets were developed and clients were
seen regularly and given support counseling as they
managed their plan. Third party contacts were made



TABLE 2 SUPERVISION MODEL

University Field Director |
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I Field Instructor |
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[ Agency Department Head |
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:} Agency Field Preceptor
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) Student Intern

Field Preceptor - Supervises student at the agency, works directly with Field Coordinators to insure that specific
learning objectives are met,

Field Coordinator - VWorks with agencies in implementing field placements.

insure agency supervision is consistant with overall learning objectives.

agency and university.

Agency Department Head :}
Field Supervisor

Dean and Director - Agree on joint benefits of internship program.

TABLE 3

Develops administrative quidepost. 5 j
and develops unit that integrates these objectives.

Maintains contact with the agency to

Serves as liaison between the

Assigns all grades with recommendation of supervisor.

Defines objectives of university and agency

Finalize monetary exchanges.

Evaluation of Seven Milwaukee Settings for Financial Counseling Internships

Organizational

Structure Funding Services Opportunities for Students
Debt Counseling Unit of Family Community Financial Planning |Observation of financial counselors
Service Services - and Debt Manage- |[Organizational structure of third
Board of ment party payee
Directors Financial Counseling diversified
Agency Director client market
and 1 Counselor Group Training Sessions
Debt Counseling Director - Board of | Creditor Financial Planning |Observation of financial counselors
Service Directors Fees and Debt Manage- |Organizational structure of third
2 Financial County ment Restitution party payee
Counselors Financial Counseling diversified
1 Criminal Justice client market
Counselor Group Training Sessions
Veterans Admin- Hospital Adminis- Federal Alcoholic Treatment |Observation of support counseling
istration tration Social Spinal Cord Varied therapeutic settings
Hospital Services Unit Injury Service Financial Counseling client market
6 Social Service alcoholic & spinal injury patients
Counselors Individual & Group Counseling
Group Training Sessions
Consumer Advo- Director - Board of | Grants Counseling on Observation of consumer advocacy

cacy Agency

Directors
1 or 2 staff
Volunteer staff

Consumer Issues
Some Financial
Counseling

Development of Advocacy Skills
Financial Counséling diversified market

University
Financial Coun-
seling Service

Director - Board of
Directors

Student Counselors
work closely with
Student Services

University

University Inter-
national Scholars
Progran

Director
Case Worker

University

Financial Counseling
Consumer Problems

Peer Advising in Financial Counseling
on Consumer Problems

Direct responsibility for reporting
to Board

Advising & Coun-
seling on Problems
of International
Students

Peer Advising on Consumer & Financial
Problems
Group Training Sessions

Department of
Health & Social
Services

State Director
Milwaukee Director
Division Head
Department Head
Preceptor

Faderal and State

Diversified Social
Services

Work in specialized unit without profes-
sional financial counselor
Develop knowledge of complex organizatior
Financial Counseling Client Market -
YIN recipient




by the agency to confirm the clients' intentions and
plans for repayment schedules. A second university
unit was developed in the International Scholars
program to assist foreign students and their
spouses with their unique problems of money manage-
ment. This unit provided educational programs for
clients in interpreting rent contracts, helped
clients identify community resource services
(including helping homemakers with young children
identify and obtain health and educational services)
and provided field trips to stores and shopping
centers to help students with special problems

in Tocating merchandise and making specific
purchases. An advisory board comprised of
University personnel providing direct services

to students was established. These persons inclu-
ded the Director of Financial Aids and the Direc-
tor of Health Services, as well as other Student
Services personnel. The opportunity to observe
other professionals providing financial counseling
was limited at these placements.

Another placement was developed at the welfare
department. No agency unit existed for the

purpose of providing financial counseling. This
necessitated the development of a special unit
headed by university personnel and staffed by
students to provide a voluntary service for clients
seeking financial management assistance. A1l
clients were referred to the unit by social workers
or aides at the department. No client was required
to participate in the financial counseling program.
The clients maintained control of their funds

with counselors providing information on expanding
resources, redirecting resource allocation,

and serving as intermediaries with third parties

to eliminate or reduce stressful situations.

A graduate student enrolled in a Social Work

Field Placement served as the field preceptor

and provided the professional role model for
students.

Summary

Three essential components of internship programs
are: (1) the ability to integrate the student

into the agency organization in such a way that

the student Tearns the agency structure and func-
tion; (2) to provide opportunities to apply
theoretical concepts and counseling methodology

in a real situation which developes client/worker
relationships; and to provide personal and pro-
fessional growth opportunities as students function
as professionals. These components are inherent

in a variety of existing settings in every community.

It is possible to develop settings providing each
of these essential components even though the
components are not inherent in the original setting.
The settings developed in this report do not offer
the same experience. Each does offer an opportunity
for the student to develop in each of the three
areas. The variety for experiences offered
maximizes student abilities to recognize ways of
developing job opportunities, as well as applying
theoretical concepts and obtaining practical job
experience.
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