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CHAPTER 1
INTRODUCTION
Nature of the Problem

The use of consumer credit is an important tool in family finan-
cial management. In recent years much attention has been given to this
area of consumer education., Family economists are especially concerned
with the increased use of credit by families and how this affects their
family life. Most families want to be financially secure, but the
misuse of credit may lead to serious financial difficulties,

It is important that all families be educated to use credit wisely
as the effective use of credit may help them achieve their goals. With
the improvement of available educational materials, teachers, exten-
sion personnel and family counsellors can aid families to increase
their understanding of the responsibility involved in credit use,

Today, families use credit in larger amounts and in a greater
ndmber of ways. Consequently, legislators have passed laws to regulate
credit transactions, On July 1, 1969, the Federal Truth-in-Lending
legislation went into effect. However, the present concern is whether

this law actually helps consumers to use credit wisely,
Statement of the Problem

This study proposes to investigate the extent to which families



use credit>for durable goods costing $100 or more and to determine if
there is a relationship between certain family characteristics and the
use of credit during two different periods of time. The five selected
family variables were: (1) the family size, (2) the age of the head,
(3) the educational attainment of the head, (4) the employment status
of the wife, and (5) the family income level. The time periods were
July 1, 1968 through June 30, 1969, and January 1 through December 31,

1970.
Significance of the Study

The United States Department of Agriculture is concerned with the
national implicatiens of the use of credit by families, and especially
the effect that the Federal legislation may have on these families.,
The Consumer and Food Economics Research Division directs its atten-
tion to problems of the consumer, or the family unit. This direct
involvement, along with Oklahoma State University's desire to make the
courses that it teaches realistic and geared to today's needs, pro-
vided the initiating forces for this study.

Since 1940, there has been an overall increase in the use of
consumer credit. However, this growth has not been at an even rate for
all divisions of credit, There has been a decrease in the portion of
the total credit outstanding accounted for by non-installment credit
and a definite increase in the amount accounted for by installment
credit.

The World War II period was characterized by a scarcity of con-

sumer goods, which resulted in an overall decline in the use of credit,

But since 1950, the use of credit has continued to grow. Industry



produced more goods, which were used by consumers by means of credit.
During this period of time there has been an increase in the acceptance
for credit use., In March 1972, the total amount of credit outstanding
was $136,1 billion compared to $123.,6 billion in March, 1971 (15, 16),

This trend is predicted to continue, One author states ,.. '"it
thus seems clear that the consumers are in a strong financial position
for expanding credit use" (19). An article in a recent issue of

Business Week sums up the forecast for credit, "When the consumer buys,

he will buy on credit' (71),

Objectives

The specific objectives of this study weres:

1. To determine the type of transaction that families use to pay
for durable goods costing $100 or more, in 1969 and 1970,

2., To investigate the frequency that cash and credit transactions
are used by each of the selected family wariables.

3, To compare the total amount committed, the amount paid on old
debts and the amount paid on new debts for each of the selected family
variables,

4, To study the problems encountered by families in making credit
payments in 1969 and 1970.

5. To make recommendations, for the educational use of the data

concerning credit involvement.

Hypotheses

The null hypotheses tested were:

1. There will be no significant difference in the distribution of



the 1970 sample over the 1969 sample.

2. There will be no significant difference in the type of trans-
action that families used in 1970 over families in 1969.

3. The number of cash transactions, the selected family variables
and the year are mutually independent.

4, The number of credit transactions, the selected family vari-
ables and the year are mutually independent.

5. The total amount committed, the selected family variables and
the year are mutually independent,

6. The amount paid on old debts, the selected family variables
and the year are mutually independent,

7. The amount paid on new debts, the selected family variables
and the year are mutually independent,

It was also hypothesized that:.

1. The three member families use credit more frequently than
smaller and larger families,

2, Families with young heads use credit more frequently than
those families with older heads,

3, As the education of the head increases the frequency with
which families use credit increases,

4, Families with homemakers employed full time outside the home
will use credit more frequently than families with full-time homemakers.

5. As the income of families increase, the frequency with which

families use credit increases,



Assumptions

This study was planned on the basis of the following assumptions:.

1. The eligible families (husband and wife, married one or more
years, with head under 45 years of age) are those most likely to use
credit,

2., The extent to which credit is used by eligible families in
Enid, Oklahoma is typical of families in the Mid-West.

3., The kinds of problems the eligible families face in making
credit payments are characteristic éf families in the Mid-West,

4, All other economic forces remaining constant between 1969
and 1970, only the Truth-in-Lending Law will have any bearing on the
use of credit,

5. The population from which the Sample was taken has approxi-

mately a normal distribution.
Limitations

All the decisions regarding the overall cooperative survey were
made prior to the time this researcher became involved with this study,
The dates for collection of the data, and the design of the interview
schedules were determined by personnel at the Oklahoma State University
and at the United States Department of Agriculture, The interview
schedules were taken by trained, paid interviewers.

The study will be limited to the analysis of that part of the data
provided by the interview schedule relative to the use of credit and
the experiences in making credit payments by families, Only five

selected family variables, the family size, the age of the head, the



educational attainment of the head, the employment status of the wife

and the family income level, were used in the analysis to determine the

tralts of families using credit.

The definitions

interviewers in 1969

Consumer Credit

Eligible Family

Definitions

as outlined in the instructions given to the

and 1971 were used throughout this study (26, 27),

refers to deferred payment purchases and

installment loans for goods and services for
family living, exceéept home mortgages. This
includes short term charge accounts where
interest is charged. For the purpose of this
study the terms consumer credit and credit will
be used interchangeably.

refers to the ﬁype 6f family likely to use
credit more. These families met pre-determined
criteria, and were the only families from which
data were collected. To be eligible for a
schedule, a household must include a couple that
has been married (or living together) 1 year or

more and the husband must be under 45 years of age.,

Schedule Year refers to the time period considered for collection

of the data. In the 1969 data, the schedule year
was July 1, 1968 through June 30, 1969 and in the
1970 data, January 1, 1970 through December 31,

1970,

Family Size refers to the number of persons who occupy the housing



unit. These were classified as 2 member, 3
member and 4 member and over.

Age of Head refers to the actual age in years of the husband.
These were grouped as less than 25 years, 25-34
years and 35-44 years,

Educational Attainment of Head refers to the highest level of edu-

cation completed by the husband, These were cate-
gorized as less than high school, high school and
more than high school.

Employment of Wife refers to the employment of the wife outside

the home. The classes used were none, full-time -
35 or more hours of work a week all year, and part-
time - less than 35 hours of work all year.

Family Income refers to the money income before taxes of both

husband and wife from all sources - earnings,
interest, dividends, rents, etc., This does not
include the income of other persons in‘the house-
hold unless the entire amount is pooled; Thé
categories studied wére, less than $5,000; $5,000 -
$10,000 and greater than $10,000,

Cash Transaction refers to any item purchased with cash from in-

come or savings or gifts., This also includes
purchases on-a 30-day credif card or other charge

“"account on which no interest was charged. This
does not include items pufchased with cash from a
loan,

Credit Transaction Yefers to any item purchased on a revolving

)




charge account, with a loan or on an installment
plan. This includes credit used by the husband
and/or wife but not the credit used by other

adults or teenage children living in the home.,

Total Amount Committed refers to the dollar amount that the family

0ld Debt refers

New Debt refers

is required to pay regularly during the schedule
year, This includes consumer debt payments, food
for use at home and for meals and snacks eaten
away from home, taxes on the home and insurance
payments including life, health, car, homeowner
and personal property.

to consumer credit debts owed before the schedule
year but being paid on during the schedule year,
to consumer credit debts taken on and paid on

during the schedule year.

Durable Good refers to an item cesting $100 or more and used in

the home or by family members., The schedule con-
tained such items as TV, boat, camper, carpet,

furniture., Payments on homes are excluded,

Borrowing money refers to obtaining a cash loan from any lending

institution or from any friend or relative to meet

a debt or an installment payment.

Unplanned Cuts In Spending refers to a family being forced to make

cuts in their regular spending that they had not
planned to make prior to taking on a consumer
credit debt. They found making payments more dif-

ficult than they had expected.



Late Payment refers to a payment made somewhat later than the due

date on the bill but within the month or peried
before the issuance of the next regular bill,

Skipped Payment refers to a payment not made within the month or

period to which the due date pertains., A skipped
payment and a neglected payment are used synony-
mously.

Dwelling Unit refers to a room or group of rooms occupied or

inténded to be occupied as separate living quarters
by | family, other group, or a person living alone.

Trailers and apartments as well as homes are

synonyms .
Format of the Thesis

In this chapter the researcher has indicated the problem to be
studied, its economic importance to families, the assumptions and the
limitations and the hypotheses to be tested.

Chapter II outlines the major reasons families use credit and
provides the background for the selection of the eligible family cri-
teria for this study. The Truth-in-Lending legislation is discussed
including the facts leading up to the passing.

In Chapter ITI the methodology of the survey is described., This
includes the selection of the population and the sample, a description
of the complete interview schedule and the segment used for this study
and the test statistice

The analysis of the data is described in Chapter 1V. The data is

presented in two and three dimensional contingency tables. The chi-
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square test statistic was applied to test the null hypotheses,
Chapter V summarizes the analyses and the conclusions. It also
offers suggestions for the educational use of the information concern-

ing credit involvement and for further research in the area of credit

use by families,



CHAPTER II
REVIEW OF LITERATURE
Introduction

A major goal of families is to live better econdémically (83);
Although no two families have the same needs and wants, all families
use a varlety of goods and services to saﬁisfy their needs and wants.
The economic wants are notlsatisfied automatically, as obtaining the
necessary goods andbservides to satisfy these wants requires planning
and management (6, 63, 83). In order to satisfy these wants, Burk (8)
suggests that

o o+ ¢ each consumer decides first, for a given period of

time what portion of the income to spend . . ..The next

decision may be whether to use cash or to make monthly

payments to obtain the commodity or service.

This theory is supported by Cohen and Morgan., They directed their
study under the assumption that ''there are some consumers who con-
sistently pay cash; others are willing to use installment credit for
at least some purchases'" (12),

The past three or four decades have shown considerable change in
the attitude toward the use of credit (1), Previously, families were
acquiring oﬁly the necessities of life and doing without any luxuries.,
However, ''the attitudes of debt have changed from poverty-stricken to
part of American way of life'" (9). Today, families acquire durable

goods as they are needed, and pay for them out of future income. This

11
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change in attitude in the use of credit has also resulted in families
being over-extended.

Historically, the use of installment credit has been for the ac-.
quiring of durable goods (13, 59, 63). 1In 1970, durable goods expendi-
tures accounted for 14,5 percent of total consumption expenditures (5).
Booth (4, 5) states in the finance facts annual series that,

The financing of consumer durables has been the major

factor in changes in consumer installment credit exten-

sions and, in recent years has amounted to between 60%

and 70% of all installment extended during each year.

Consumer credit will continue to be a major concern for many
families, For some the use of credit will result in problems., Cohen
has shown that '"the use of credit does not impair and the use of cash
does net encourage thriftiness in‘the form of liquid assets'" (12),
Therefore, as with cash expenditures, ''prudence in the use of credit
by consumers and in the extension of credit by lenders is and always
will be needed" (48)., Credit laws have been legislated and passed,

but the final respensibility for good judgment in using credit is

placed on the family.
The Role of Credit in the American Economy

Consumer credit has played an important part in the development
of the present economy. 'The system of mass production and mass dis-
tribution is based on an adequate credit system' (6). 'And mass pro-
duction depends on the ability of a lot of people to buy what is
produced" (35)., Thus, credit is a vital link. Credit allows families
to increase material comforts on the basis of future income rather

than present assets (18, 63)., Therefore credit helps to create the
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necessary balance between the supply of and the demand for goods and
services,

The increasing trend in the use of credit has influenced consumer
spending, Knudseﬁ (49) suggests there is a lag between increased
income and increased spending to allow for adjustment of the consumer
budget. The ramifications are that this increased spending probably
means increased use of credit. Along with a 6.5 percent personal
income increase from 1970 to 1971, the consumers willingness to spend
and to take on debt strengthened in 1971 (34). In December 1971, the

Survey of Current Business (19) predicted that "consumers are in a

strong financial position for expanding credit use,'. This expansion
of credit use depends on the consumers willingness to spend. As a
result of being willing to spend and the availability of credit,
families may alter their demand (50) thereby, creating new markets
for the desired goods and services, Credit, when properly used, con-
tributes to an expanded economy.,

Credit is also associated with some dangers to the economy. Cole
(13) suggests that if credit is used in excess in the country, it "can
lead to over stimulation of business activities and to inflation,'
The implication is that over extended credit can create a demand for
consumer goods which cannot be matched by the supply with the existing
production capacities. This produces a demand-pull type of inflation
or a situation of buyers willing to spend more money than it takes to
purchase the available goods at current prices. The artificial ex-
pansion of a family's purchasing power through greater use of credit
may contribute to inflation. Black (2) points out another danger of

the increased credit use,
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; + o too many people are being sold more debt than
they can afford . . .
This creates the problem of educating consumers to use good judgment
before deciding to use credit,
Because credit joins all units of the economy together, the use
of credit can cause the entire economy to suffer or to benefit, de-

pending on the responsibility of those using and extending the credit.
Reasons for Increased Credit Use

People differ in the extent to which they use credit, The ease
of obtaining credit along with the change in attitude toward the accep-
tance of credit use has helped to explain the increasing credit out-
standing, Several other factors contribute to this trend.

The growth in discretionary income; that portion of the ircome -
after accounting for fixed expenditures, has been cited as one factor.
As the family's discretionary income increases the family is more
willing to incur installment debt (23). Because these families have
extra income above that required for the basic necessities for life,
they tend to spend the remaining income in the form of credit trans-
actions.

With the chénge from an agricultural to an industrial economy,
longer periods of time were made available for credit repayment (79),
This change toward urbanization has caused the family to change from
a producing unit, who had little need for crédit, to a consuming unit
(31). Also, more family heads are fully employed to provide a regular
family income (23). Because this income usually increases with the

length of employment, families can borrow against the higher expected
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income (79). This increase in the regularity of family income makes
families more willing to incur debt.

The increased protection and family security allows families to
buy goods and services on credit, Previously, families were forced
to put aside funds for emergencies., However, medical insurance, social
security, unemployment plans and retirement funds have reduced the fear
of the unexpected, thus making families more willing to take on debt
(23).

The population increase results in an increase in the number of
new families. These families create new credit markets, as families
who have not yet built up cash assets use credit to obtain goods and
services to increase their standard of living (13, 56).

With the increasing knowledge and understanding of the advantages
to be gained from using credit, the amount of credit used will in-
crease (56). Financial institutions make credit more available and
allow longer repayment periods (23). This convenience allows more
families to select the credit terms which best suit their needs. Also,
the attitude toward the use of credit has changed, making reasonable
debt payments respectable,

"Indications are that the use of consumer installment credit
which has been a nominal part of an expanding economy will continue'.
(56), The influence of the increasing income, population, family
security and knowledge will cause the trend to use consumer crédi¥ to

continue.
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Advantages to Using Credit

The use of credit has been defined as a privilege. Nickell and

Dorsey (63) state,

At any given time the use of credit increases purchasing

power and thus makes possible for the provision of more

goods and services than cash in the hand would allow.

Credit can never take the place of income in personal

and family finance, but it does have the power to alter

the time when income will be spent.

Rodda and Nelson (64) support this theory and suggest

o s« » each family must remember that today's use of

credit is made out of tomorrow's repayment from future

income.,

Before using credit, each family must evaluate the effect of the

payments on the financial situation of the family. The careful plan-

ning for the use of credit should be part of the family's total money
plan.

Although credit increases purchasing power at any given

moment, unless the purchase makes possible additional

earning power, the final total purchasing power is not

really increased, but the time of the payment is merely

delayed (66),

Many authors suggest that installment buying is justifiable only
under certain conditions. Wilhelms and Heimerl (82) suggest four of
these criteria,

1. articles that constitute an investment to increase income,

2. goods of lasting value which permanently improve the family's
living and which will be in use long after the last payment is
made,

3. necessities rather than luxuries,

4, high priced articles rather than small purchases.

Morgan specifies items he considers to be wise and acceptable uses of
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credit. The top six items are medical, education, car, furniture, accu-
mulated bills, and expenses if income is cut off (l1). The planned use
of credit offers the following advantages.

1. Greater convenience in purchasing goods and services (6, 13,
80, 82)., Dunkelberg and Stafford (25) point out in their study that
the use of installment credit provides a means for the consumer to ad-
just expenditures so that consumption can be smoothed over time and does
not become dependent on the more uneven flows of resources., Thus,
credit permits families to buy goods and services they need when they
don't have enough cash saved to‘pay for them, This immediate satis-
faction of owning goods may in some cases prompt families to save (3).
Also, credit avoids the necessity of carrying large sums of money
while shopping and travelling. Often credit customers enjoy additional
conveniences such as advanced sale notices, buying on approval, order-
ing by telephone and easier to return goods (6, 82). For some families
it is convenient to pay for all purchases within a given period of
time, at once and receiving records of these expenses (6).

2, Enjoyment of goods and services while paying for them (6,
13, 63, 64, 80). The high cost of consumer durables makes it difficult
to save enough money to pay cash for these items. Credit makes it
possible to use the goods and services and to enjoy them while the
family is paying for items out of future income. However, the use of
credit should be part of a long range plan in which payments are
worked into the budget over a period of time (6).

3, Opportunity to maintain a higher standard of living (6, 12,
63, 64, 72, 80), Many families use credit to obtain goods which would

require a long saving period. By purchasing a home on credit, families
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satisfy their needs while paying for this commodity which has great
durability and a long period of utility. In a study by Ward (81), it
was concluded that

+ « o consumers desire to improve their standard of living

is a stronger influence on the decision to buy on credit

than is the fact that extra charges are involved.

Low and middle income families can purchase goods and services which
would not be available to them without the use of credit. Credit debt
provides a ﬁeans for them to enjoy the affluent economy (9, 79).

4, A method of handling financial emergencies (6, 13, 63, 80,
82), When a family runs into hard luck, emergencies, income fluctua-
tions or unemployment, the use of credit will temporarily help families
get back on their feet (28), Families with a decreased income because
of unexpected expenses as a result of accidents, sickness or death,
can use credit as a means of handling the difficulty.

5. Meeting peak-ioad conditions (13, 82), Families especially
need credit when expenses pile up suddenly and it is necessary to
spread payments over a period of time. Credit use spares families the
alternatives of borrowing from a friend or depleting savings (6). For
some families, the use of credit may be the best method to finance
the education of the children.

6. Establishing a credit rating (76, 82). By using credit
wisely, families will always have credit available in the event that
it may be needed. Credit becomes an important asset to families (13).
The American Bankers Association has adopted standards based on (a)
employment record, (b) income, (c) residence stability, (d) financial
structure and (e) debt recofd, to determine the credit rating of the

family. The prompt meeting of all credit obligations will keep the



credit rating of a family high, as a good credit standing is important
(64), The established credit rating whether good or bad will follow.
the family wherever they go (76).

7. Speculation (63, 80). Many families who have planned their
financial management can use credit and profit from the use. However,
this is not true of all families, as those who cannot manage their
money usually end up owing several people.

No family through the use of credit can consistently live beyond
its income. Families must remember that caution in the use of credit
is essential if credit is to aid in financial security. Unwisely
used, credit sometimes leads to financial disaster. Families buy
things they do not need or more than they can afford, pay no attention
to financial charges, skip paymenﬁs and get into trouble with creditor

thus become credit risks (72).
Profile of Credit Users

Families are the major users of credit. Consumers of all ages,
educational attainments, inceme levels and occupations use credit
while managing their financial affairs (6), Because of the widespread
use of credit and the variety of persons using credit, all people m;st
be educated to become competent in dealing with credit use. Given
the availability of credit, families make the final decision to use or
not to use credit to finance their durable good purchases (53).

The size of the family indicates the need for expenditures on
the basic necessities and determines the amount of the income to be
allocated for the purchase of durable goods (53). David studied the

effect of the family size on family consumption under the assumption
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that size is the most critical influence on consumption. He concluded
that despite increases in the size of the family, the family must still
live within their financial means (24), Another study indicated that
the average amount of debt increases slightly as the size of the

family increases (65).

"A negative relationship seems to exist between the age of the
head of the household and its average ' propensity to incur debt' (65).
Lee points out that the young consumers are more likely to have a
favorable attitude towards debt (53). They are also expected to have
larger expenditures on durable goods and will carry larger amounts of
debt. Linden describes the young as being more dependent on credit
(71). Katona et al. have isolated the families with 25-34 year old
heads as the age group most freqﬁently incurring debt (38). They
also concluded that 16 percent of families with heads under 25 years,
have committed to debt over one-fifth of their income (47). Thus,
age of the head appears to be an important factor in the amount of
credit used,

The educational attainment of the head affects the amount of
credit used. Lee (53) describes the relationship between education
and credit use as follows:

Durable good buyers who have at least a college degree

are much less likely to use credit than the rest of the

population. It could be due to the difference in their

attitude toward borrowing because education provides

opportunities to develop many aspects of a man's character

and ability which in turn influences his value judgment,

knowledge of social and economic institutions and the conse-

quences of borrowing.

Katona et al. also found that installment debt was not as frequent

among college degree persons as those with lower education (43).
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"Eﬁployment has a direct effect on the use of consumer credit"
(71)., Skilled and unskilled workers tend to use a large amount of
credit, because these families have a small amount of liquid ﬁssets
(80). Katona et al. determined that if the head is self employed or
retired then they are less likely to have debt than those with heads
working for others (41). They also found out that installment debt
was more frequent with those who worked forty hours per week than those
who worked less. A current trend is the increase in the number of
wives employed either for the purpose of raising family living stand-
ards or for personal fulfillment. To date no study has been com-
pleted to compare the effect of the wives! employment and the use of
credit.,

The stage in the family life cycle determines the amount of
credit the family is required to use. The use of installment debt is
most frequent when people are married and have children (6, 52, 68,
80). '"Needs for a home and durables are greatest at this period as
the wife is less likely to be employed" (52). As the children leave
home the pressure to assume debt declines (65). Usually retired
persons do not use a lot of credit, but because the income is low
during this period, there may be a need for credit in the case of
emergencies., Results of a study show that recently married families
have more debt than longer married families'(41);

One of the factors which influences the probability that a family
will owe installment debt are the liquid asset holdings. If little or
no financial reserves are available, then the family is likely to have
more installment debt than the affluent families (41). 1In general,

as the liquid assets rise, the frequency with which debt occurs, de-



creases because these families tend to use cash (80),

According to Miner, income is the only variable that has sig-
nificant influence on the amount thé individual borrows. High income
families have little need for borrowing money and low income families
are given credit reluctantly and for a short time (53, 80)., 1In 1966,
there was an increase in the frequency of families in the top income
levels owing installment debt (43), By 1970, of those families earning
more than $15,000 per year, a higher portion had outstanding install-
ment debt than in 1969, while the opposite was true for families in
low income levels (47). However, the proportion who owe installment
debt is highest in the middle income group (5, 52)., The middle income
group have both the need for credit and the ability to borrow so they
can make more frequent use of credit (53). Schipper found that t''the
family whose income has gone up will carry on the average less debt

than the family whose income is relatively stable'" (65).
Prevention of Credit Abuse

The explosion in the use of credit by consumers leads to the
problems inherent in the extension of credit. "Easy credit has become
the most serious consumer problem and the one with sometimes the most -
tragic consequences' (55)., Bryant et al. (6) support this statement
by simply stating, "You can control credit--or credit will control
you,.'' Basically, financial difficulties occur when the family ex-
penses or debt obligations exceed the family's means. The use of
credit does, however, allow a family to ''spend more in ény given year
than their current income and current liquid reserve" (37).

In a study by Matsen (1) the profile of the problem credit user
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was described., Of those who were over-extended, 25 percent indicated
the over purchase of consumer goods, and 75 percent that poor financial
management were the causes of them being in debt. According to this
study, family debt was higher if the spouse worked outside the home

and where the family income was $4,000 to $5,000. Thus the need for
consumer education programs seem evident, especially in the area of
money management.

The misuse of credit often is a result of a family being misguided
and misinformed on money matters., The best plan to help families from
going into excessive debt is to make them aware of methods to keep them
from assuming excessive debt. Families have to consider the relation-
ship between the income and the expenditures. Smythe (66) suggests
a basic guideline,

To be f£nancially stable a family cannot take on credit

commitments that total more than the difference between

its income and its other monetary commitments.,

Because all families have different needs and wants, no simple formula
can be given to suggest the maximum amount of credit debt to be
assumed.,

The determination of safe credit levels must be made

individually by each family on the basis of its own

financial situation (66), °

Those families with credit problems can handle their difficulties
in several ways. However, families counselled as soon as they rea-
lized their problem, may be helped by simply developing a money manage-
ment plan or revising the existing family budget (6), Often, a family
comes upon something unexpected which suddenly reduces the amount of
money available for credit payments, Once again, a sound money

management plan when developed and followed, would provide families
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with enough emergency money to meet such situations. Most important,
families in financial difficulty should be encouraged to take action,

immediately when the problem is first encountered,
Facts Leading to Truth-in-Lending Act

As the years passed and the amount of credit used by families
increased, it became apparent that credit regulations should be re-
viewed. Credit instruments had become highly technical and legalistic,
resulting in few people understanding the terms or knowing the costs
involved in the contracts they had signed. Creditors were stating
finance charges in a variety of ways. The terms of the contract were
usually spelled out in the fine print and often required the services
of a lawyer to interpret the legal language in order to make meaning-
ful comparisons among lenders (78). Often consumers paid little
attention to the terms of the credit contract, providing the down
payment could be met and the monthly payment fitted into the budget
(78). Many of these deals were not to the consumers advantage. Thus,
the need for legislation was evident, '"Some legislators thought in
terms of federal legislatiomn, while others in terms of state legisla-
tion" (62).

Former President John F, Kennedy initiated the era of consumerism
and his concern developed into the Consumer Bill of Rights, Under this
Bill, which Qas passed in 1962, the four basic consumer rights were
outlined; the right to choose, the right to safety, the right to be
heard and the right to be informed (14)., The right to be informed
provided the basis for credit legislation,

The first federal truth-in-lending bill was introduced by Senator
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Paul Douglas of Illinois in 1960, in the 86th Congress. This
"Consumer Credit Labeling Bill' (S2755) required the statement of
total finance charges inidollars and cents and in simple annual rate
to accompany every credit transaction (13, 62, 74, 77). However,
opposition to this bill was heévy, resulting in its defeat. Attempts
were made by Senator Douglas to meet these objections by proposing
new bills in the succeeding sessions of Congress as Truth-in-Lending
Acts. But again, these were defeated (74, 77),

In 1967, Senator William ?roxmire of Wisconsin picked up where
Senator Douglas had left off'é;d introduced the Truth-in-Lending Bill
(S5). With support from the executive branch, this bill passed the
Senate on July 11, 1967 (13, 62, 74, 77). This bill required a full
disclosure of the dollar and cents cost of most credit transactions,
exempting first mortgages and finance charges under ten dollars from
the annual rate disclosure requirement., It also required creditors to
reveal the monthly or periodic rate of revolving credit (77).

Meanwhile, Representative Leonor K. Sullivan of Missouri was re-
vising the Senator Proxmire's Truth-in-Lending Bill., This was (HR11601)
introduced in the House on July 20, 1967 (74, 77). It was passed in
an amended form on February 1, 1968 (62, 77), The amended Bill re-
quired a full disclosure of the dollars and cents cost of most credit
transactions including first mortgages. It required revolving credit
rates to be reflected as annual rates. Credit advertising restric-
tions, administrative enforcement provisions and garnishment limita-
tions were included. '"'The Bill proposed a National Commission on Con-
sumer Finance to study the consumer credit industry and to make

recommendations to Congress with respect to additional legislation' (77).
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On May 22, 1968, a House-Senate Conference Committee agreed on
a version that adopted, for the most part, the provisions of HR11601
as amended (77). |

The Consumer Credit Protection Act (GCPA) was signed by President
Lyndon B, Johnson on May 29, 1968, President Johnson stated in a
message to Congress, '"As a matter of falr play to the consumer, the

cost of credit should be disclosed fully, simply and clearly" (76).
Truth-in-Lending Act

The Truth-in-Lending Act is Title I of the four-part Consumer
Credit Protection Act. Basically, Truth-in-Lending is a disclosure
law (58, 78). It is meant to require the lender to state plainly the
terms of the contract in a language that is uniform and concise in
accordance with regulations of the Federal Reserve Board (58, 78).
All the information must be given to the consumer before the trans-
action is completed (75). Briefly the other parts of the Consumer
Credit Protection Act are Title II dealing with extortionate credit
transactions, Title III pertaining to wage garnishment and Title IV
providing for the creation of a National Commission of Consumer
Finance (76, 77).

The Truth-in-Lending Act requires that for all consumer credit
contracts up to $25,000 and home mortgages of any size the true annual
interest rate or, the '"annual percentage rate' be disclosed, as well
as any extra charges not included in a cash deal., This excludes
credit up to seventy-five dollars, if the finance charge is five
dollars or less, credit over seventy-five dollars if the finance

charge is seven and a half dollars or less, or monthly bills if the
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finance charge is fifty cents or less. In addition, installment con-
tracts must state in dollars, the total of all finance charges and re-
volving credit accounts and monthly bills must state the ''nominal
annual percentage rate," twelve times the monthly rate, Simply stated,
all information important to the informed use of credit must be dis-
closed (74, 76, 77, 78).

Another feature of the Truth-in-Lending Act provides protection
to the homeowner, Mortgage interest is calculated to be any money paid.
Any installment scheme involving a lien on one's residential property
will provide the consumer the right for the next three business days to
cancel the agreement without penalty and to have any down payments
fully refunded (73, 74, 76, 77, 78).

The Truth-in-Lending Act also regulates credit advertising (56,
76), "Any advertising mentioning specific terms such as the size of
installments must tell the whole story, including the annual rate of
finance charges and in revolving credit the billing method" (74),

In 1970, the Truth-in-Lending was amended to include regulations
related to credit cards., Tippett (75) summarizes this amendment as
follows:

These provisions ban the unsolicited mailing of consumer

credit cardsy limit the cardholder's liability to $50

when a card is lost or stolen, with no liability if the

issuer of the card is informed before the card is used;

require that all cards bear identification of the

USer « o

The Truth-in-Lending Act does not regulate or control finance
charges for credit (58, 76, 77). The whole idea was to provide every
consumer who has the need for credit, meaningful information with

respect to the cost of credit so he will be able to effectively shop

for credit,
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Truth-in~Lending: A Diversity of Views

In 1965, prior to the passing by Congress of the Truth-in-Lending
Act, Curran (22) under the direction of the American Bar Association
completed the first comprehensive study of the laws regulating and cone
trolling consumer credit loan and sales transactions. This study out-
lined the mass and the complexity of the consumer credit regulatory
statutes and pointed out that only specialized lawyers could find the
relevant statutory material dealing with a consumer credit problems.

Moo (58) feels that the Consumer Credit Protection Act 'thas done nothimg
to simplify or systematize the existing body of credit control legis-
lation.! He continues in his article on Legislature Control of Con-
sumer Credit Transactions, " . » . the CCPA merely adds to the existing
confusion . » o "

Truth-in-Lending was intended as a major step toward helping the
consumer adapt to his credit oriented world (77). The reaction to the
passing of the Truth-in-Lending Act is described by Chairnoff (10)., He
stated,

Requiring uniform and meaningful disclosure of the cost

of consumer credit, the law has been hailed by some as a

major breakthrough in consumer protection and condemned by

others as an ineffective addition to the mountain of paper-

work already burdening consumer credit transactions,

Consumers Union suggest that 'the protection offered in the
Consumer Credit Protection Act is minimal" (73), This view is supporte#

by Morse (62) as he described the current laws.

o' s o laws which accommodate the sellers of credit, but
which have no rationale for consumers,

Some consumers consider credit a substitute for money and for some

of these no amount of information will protect them from endless
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amounts of debt (6). For many consumers, debt will be taken on re~
gardless of the families ability to pay.

A survey by the Federal Reserve Bank of Philadelphia in June
1969 indicated that only one out of every ten consumers knew that
Truth-in-Lending was a federal law that would provide consumers with
certain credit information (10). Katona et al. show that '"in spite
of the implementation of the Truth-in-Lending Law and its attendant
publicity, the great majority of consumers are unaware of the true
cost of installment credit'(48), The survey showed that only 34 per-
cent of the respondents estimated the rate of interest to be as high
as 10 percent (48). These results indicate a need for educating the
consumers if they are to benefit from credit legislation.

Later, Mandell (54) conducted a study to determine the perception
of incurred interest rates on credit transactions before and after the
effective date of Truth-in-Lending. The major finding was that:

Consumers who borrowed on installment loans since the

Truth-in-Lending Law went into effect are more aware

of the true rate of interest that they are paying than

were consumers who borrowed before the Law was enacted,

He also concluded that characteristics of borrowers, in particular
income level and age, had no effect on the knowledge of incurred
interest rates, but the size of the loan had more effect,

The size of the loan proved to be the best indicator of

accuracy both before and after the enactment of the law

indicating perhaps that persons who borrow relatively

larger amounts of money are more concerned with interest

rates since interest charges constitute a more important

item in the family budget.

Chairnoff summed up the future impact of Truth-in-Lending by

putting responsibility on the consumer, He stated, 'regardless of

the amount of information imparted to them, they must be willing to
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upgrade their credit knowledge" (10).
Summary

Credit is one of the most powerful economic forces in our society.
The effect that using credit has on a family's financial situation de-
pends on the planning and management that he family is willing to put
forth,

The increased use of credit has influenced the growth of the
economy. Families as well as lenders are responsible for the contri-
butions and the dangers involved in the use of credit.

Several factors were cited to account for the trend toward in-
creasing credit use. The growth in the discretionary income and the
increased regularity of the income resulted from a change in the‘popu-
lation., The overall increase in education and change in the protec-
tion offered to a family help to explain why the amount of credit out-
sﬁanding continues to increase,

The planned use of consumer credit offers many advantages to
faﬁilies who use credit. All the advantages discussed will help the
family only if caution is followed when using credit. Otherwise, the
unwise use of credit causes problems to many families.

As families are the major users of consumer credit, several
personal characteristics were discussed, The major seven areas investi-
gated supported with previous studies included the size of the family,
the age of the head, the educational attainment of the head, the
emp loyment classification of the family members, the stage in the family
life cycle, the liquid asset holdings and the income, For each, previ-

ous studies indicated the traits of the family most likely to use



credit,

The increased use of credit can result in some very serious
problems. The misuse of credit often is the result of a family being
misguided and misinformed on money matters. It was suggested that
families take immediate action, if they encounter problems in using
credit,

The need for credit legislation and the steps taken in the past
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decade to improve the laws were outlined., The initial Truth-in-Lending

Bill was traced to the final passing of the consumer credit protection
act. The major areas covered in Truth-in-Lending were discussed.
Although Truth-in-Lending was meant to provide the consumer with
information to use credit wisely, many authors are concerned that con-
sumers are not aware of this law,

Through an effective consumer education program, families should
become aware of their consumer rights and responsibilities, Because
the power of credit is great, no intelligent consumer can afford to
ignore it or to misuse it,

Chapter III will describe the methodology employed in this study.



CHAPTER III
METHODOLOGY
Introduction

The use of consumer credit for buying durable goods has increased
rapidly over the past years. Because credit is now considered a re-
spectable financial resource for families, many families buy items
on credit instead of paying cash. This decision means a different kind
of family financial planning and presents a different kind of experi-
ence for the family in meeting the credit payments. To obtain infor-
mation as to how families use credit, a two stage survey was developed,
This survey was conducted by Oklahoma State University, Division of
‘Home Economics in cooperation with the Consumer and Food Economics
Research Division of the United States Department of Agriculture,

The first stage, "Family Decision-Making in the Use of Consumer
Credit,'" was designed to collect data about the experiences of actual
families in making decisions about and the use of consumer credit of
various kinds. This information was gathered in September and October
1969 for the year July 1, 1968 to June 30, 1969. This was the year
immediately preceding the time that the Truth-in-Lending legislatioﬁ
went into effect. The second stage, '"Family Attitudes in the Use of
Consumer Credit,' was planned to collect data about the attitudes of

families toward credit use and the effect of credit use on family life
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in 1970, the year after the effective date of Truth-in-Lending.
Selection of the Population

The city of Enid, Oklahoma was selected as the location for this
two stage survey., Because of the size of the city, 45,000, it was
believed that there would be a distribution of all family types, thus
providing a wider range of families for data collection. Since Enid is
only sixty miles from Stillwater, it was convenient to make frequent
visits, while the interviews were being carried out., The third
reason for selecting Enid, was that the city was not likely to have a
lot of other surveys being conducted at the same time., Thus, home-
makers would be more willing to take the time to provide accurate

and complete information.,
Selection of the Sample

A random block sample was selected to give a representative
cross-section of the population of Enid, Oklahoma. This block sample
was designed and drawn by statisticians at Oklahoma State University.
The sampling was done without replacement so as to give each block
in the city limits of Enid a chance to be selected for interviewing.,
Only dwelling units in these areas were visited. It should be noted
that a sample block, in some cases, included more than one city block.

Each dwelling was not visited on each of the selected sample
blocks. To determine which dwelling an interviewer was to visit
first, each Sample Block was given a Block Start Number and to deter-
mine how many dwellings to skip before visiting the next, there was

a Block Sampling Rate assigned. The interviewers were instructed to
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to start at the northeast corner of the sample block and to proceed in
a clockwise direction. Thus, an instruction reading Block Number -24;
Block Start Number -2; Block Sampling Rate -3 told the interviewer to
go to Block Number 24, begin with the second dwelling and visit every
third unit after that, Throughout the survey, the Block Start Number
was selected at random for each Block Number, and the Block Sampling
Rate remained at three,

For each of the designated dwellings, a record card was completed
to determine whether the family was eligible for a schedule. Only
families meeting the three pre-determined criteria were eligible for
the collection of the data, The eligibility requirements were a hus-
band and wife family, married at least one year, with the husband under
45 years of age. This type of family was chosen because previous re-
search showed that they were likely to use credit more than other
family types.

For each of the eligible families the same interview schedule
was completed, The information recorded was that given by the home-

maker-~the wife of the head of the household.

Interviewers: Selection and Training

The interviewers were all local women from the Enid area, who had
had contacts with the Oklahoma State University Extension personnel in
Garfield County. They were screened and chosen on the basis of a
personal application and the results of a written test. The only
other criteria were that those selected to interview had a car and were
available to take interviews anywhere in the community in evenings and

on weekends as well as during the regular working day hours.
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Prior to the actual collection of the data, a training session
was held to acquaint the interviewers with the purpose of the survey,
techniques for conducting a satisfactory interview, and methods of re-
cording the information accurately. Each area of the survey schedule
was discussed in detail, Also, the interviewers were given a manual
to serve as a guide while actually collecting the data. Toward the
end of the training session, the interviewers were given an opportunity
to do practice interviews with families in the community not living in
the blocks included in the random block sample, and then to return
to the training workshop to discuss any problems. Every precaution
was taken to insure that all interviewers in both 1969 and 1971 were

given similar instructions.
The Interview Schedule

‘The interview schedule was lengthy and required 30 to 45 minutes
to complete, The schedule was divided in several sections allowing for
only those sections to be completed which related to the situation of
the family being interviewed.

In 1969, the schedule (shown in Appendix A) was used with each
family. This schedule was divided into seven sections:

e« o » Section I, "Credit Used During the Schedule Year!;
II, "Payments on Previous Credit Transactions'; and VII, ”Hougehold
Information' were asked of every eligible family,

« s » Section III, "Decisions on Credit for Durables,'' was asked
only of families that bought something costing over $100 on credit or
took out an installment loan for a durable éood during the schedule

year.,
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e« ¢ o Section IV, '"Decisions on Loans for Non Durables,' was
asked only of families that took out a loan for over $100 for a non-
durable item or for consolidating or refinancing debts.,

e o o Section V, "Making Credit Payments,' was asked only of
families that made payments on consumer debts during the schedule
year,

o+ « o Section VI, "Details on Cash Purchases,' was asked only of
families that made a major cash purchase during the schedule year.

Although the 1971 interview schedule (shown in Appendix B) was
shorter than that used in 1969, there were comparable questions. The
schedule was divided into five sections:

e o o Sections I, "General Satisfaction'j; II, "Attitudes About
and History of Credit Use''; III, '"Credit Used During the Schedule Year';
and V, "Household Information'' were asked of every eligible family.

e o « Section IV, '"Making Credit Payments,'' was asked only of

families that made payments on consumer debt during the schedule year.

Sections of the Interview Schedule Studied

Only a segment of the overall survey was utilized by this re-
searcher, This study of the use of credit by families analyzes those
areas of the schedules with comparable questions for both the 1969 and
the 1970 surveys to isolate the effect of the Truth-in-Lending Law on
the amount of credit used by families.,

Sections I and II of the 1969 interview schedule and Section III
of the 1971 interview schedule provided information on the number of
cash and credit transactions for durable goods costing over $100 that a

family had made during the schedule year. These sections also supplied
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data concerning the amount that families paid on old debts and new
debts over a given period of time. It was felt the first step in
helping families with money problems was to ascertain the traits of
families using credit including the amount of credit used.

To reach the 4th objective of this study Section V of the 1969
interview schedule and Section IV of the 1971 interview schedule were
investigated., The chief concern was with the experiences encountered
by families as they made payments on the credit debts. The amount the
family worried about making the payments, the number of times savings
were used, the number of times money was borrowed, the number of times
unplanned cuts were made in spending, the number of times late payments
were made and the reason payments were skipped were the items of

specific interest.

Tabulation of the Data

All the data gathered on the 1969 and the 1971 interview
schedules were coded and punched on computer cards. The tables needed
for this study were outlined and computer programs were written to
generate the required tables from the overall survey data. Because
of the lack of entries in several of the cells in the tables from the
first computer run, the tables were collapsed along both variables to
provide higher cell frequencies.

The data was analyzed in two and three dimensional tables., The
two dimensional tables were used when a transaction variable was com-
pared to the two years, while the three dimensional tables were em-
ployed when a transaction variable, a family variable and the two years

were compared. The data will be presented under the following divi-
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sions; the description and comparison of the sample, the type of trans-
action, the number of cash transactions, the number of credit trans-
actions, the total amount committed, the amount paid on old debts, the
amount paid on new debts and the experiences encountered while making
credit payments. For each of the cells, the percentage and the ex-
pected value were computed, Statistical tests were run to test the

null hypotheses.
The Test Statistic

The chi-square test statistic was used to analyze the data. This
statistic is most suited to categorical data. The statistic chi-square
with n degrees of freedom is defined as the sum of squares of n inde-
pendent normally distributed variates with zero means and unit vari-
ances.,

The observed frequencies and the expected frequencies are pre-
sented in each table. The observed values refer to the numbers observed
in the cells and the expected values refer to the average number assum-
ing that the null hypothesis is true,

For an analysis simply testing the independence of two classifi=

cations, the expected cell frequencies may be calculated by equation

(L.

r.c,
B,o=t )
ij n

0
where Eij denotes the expected value for the cell in the
ith row and the jth column,
, .th
T, denotes the total of the i row,

Cj denotes the total of the jth column,

n denotes the grand total for the whole table. -
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The chi-square test statistic is a function of the square of the
deviations of the observed cell frequencies from the expected cell
frequencies, weighted by the reciprocal of their expected cell values,
This value may be computed by equation (2).

v w 2
2 [0, - By

X = I z

(2)
=1 =1 Eig

2 s
where X~ denotes the chi-square test statistic,
v denotes the number of rows,
w denotes the number of columns,

Oij denotes the observed frequency in the cell of the ith row

and the jth co lumn,

Eij denotes the expected frequency in the cell of the 150 row

and the jth column,

The degrees of freedom associated with a contingency table
possessing v rows and w columns is given by equation (3).

Degrees of Freedom = (v - 1) (w - 1) (3)
where v denotes the number of rows,

w denotes the number of columns.
Prior to the analysis, it was determined that a significance level of
o= ,05 would be used.

The calculated value of chi-square test statistic is then com-
pared to the tabulated critical value at the determined significance
level for the correct number of degrees of freedom., If the calculated
chi-square test statistic value exceeds the critical tabulated value
at o = .05 for the correct number of degrees of freedom, then the null

hypothesis is rejected and it is concluded that the data present suf-

ficient evidence to indicate that the null hypothesis is not true,
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If the calculated chi-square test statistic value is less than the
critical tabulated wvalue at o= ,05 for the correct number of de-
grees of freedom, then the null hypothesis is not rejected and it is
concluded that the data do not present sufficient evidence to indicate
that the null hypothesis is true,

For certain portions of the analysis, the mutual independence of
three classifications was tested. The classification was made accord-
ing to l. the amount of expenditure or number of transactions, 2, the
individual family variable and 3. the year. This was accomplished by
employing three dimensional tables and slightly modifying the pre-
viously described equations.

The expected value was calculated by equation (4):.

B c, F Y, %)
E,. n . . .
ijk n n
where Eijk denotes the expected frequency for the ith partition of the

.th .
expenditure or transaction in the j partition of the
family variable for year k., . . _ _ _

n denotes the grand total of the whole table,

th
C, denotes the total of the i~ row of the expenditure or

&
transaction,

Fj denotes the total of the jth column of the selected
family variable,

Y. denotes the grand total of frequencies for year k.
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The chi-square test statistic was computed by equation (5):

v w z 2
=z 1 » [oijg " Bl (5)
i=l j=1 k=1 ijk
where X2 denotes the chi-square test statistic,

v denotes the number of rows,

w denotes the number of columns,

z denotes the number of years,

0 denotes the observed frequency for the ith partition of the

ijk
expenditure or transaction in the jth partition of the family
variable for year k.
13k denotes the expected frequency for the ith partition of the
expenditure or transaction in thevjth partition of the family
variable for year k.
The degrees of freedom associated with the three dimensional
table is given by equation (6):
Degrees of Freedom= (v = 1) (w = 1) (z - 1) (6)
where v denotes the number of rows,:
w denotes the number of columns,
z denotes the number of years.

As in testing the independence of two classifications, the calcu-
lated value of chi-square test statistic for testing the mutual inde-
pendence of three classifications is compared to the tabulated critical
value at the determined significance level of o = ,05, for the correct
degrees of freedom. The null hypothesis is rejected, if the calculated

chi-square test statistic value exceeds the critical tabulated value,

But if the calculated chi-square test statistic value is less than the
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critical tabulated value, the null hypothesis is not rejected (29,

57, 70).
Summary

The survey designed to gather data on the use of credit by
families had two distinct stages. The first stage was to collect in-
formation regarding credit transactions during the 1969 schedule year,
the year immediately before Truth-in-Lending legislation went into
effect, In the second stage comparable type data was collected from
similar families for 1970, the year after the effective date of the
legislation.,.

A random block sample of Enid, Oklahoma was designed and drawn by
statisticians at Oklahoma State University. Families eligible for
interview were husband-wife families, married at least one year in
which the head was under 45 years of age. Eligible families were
interviewed by trained persons during a relatively short period of
time., The same interview schedule was used for each family in 1969.
Although, the schedule taken in 1971 was shorter than that used in
1969, there were comparable questions.

For the study by this researcher, the sections of the overall sur-
vey investigated provided information to ascertain the traits of
families using credit, and the amount of credit used in additien to
the experiences families encounter as they make payments on the credit
debts. The data was analyzed in two and three dimensional tables, To
test the null hypotheses, the chi-square test statistic was utilized.

Chapter IV will present an analysis of the data.



CHAPTER 1V
ANALYSIS OF THE DATA
Introduction

This study was designed to investigate the extent to which families
use credit and to pinpoint some of the problems accompanying its use.
Not all families use credit in equal amounts nor do all families en-
counter problems while using credit. The data presented in this chap-
ter attempted to suggest the relationship between the\five selected
family variables and the frequency with which credit is used. A
secondary impact of the analysis is to provide information which can be
used directly to update educational materials on the wise use of credit.,

Each section in Chapter IV contributes to the general knowledge of
the use of credit, The sample is described in relation to the family
size, the age of the head, the educational attainment of the head, the
emp loyment status of the wife and thé family income level., The nﬁmber
of transactions or the amount of the credit,expendiﬁures,nﬁhé.fggily
variables and the year are presented in three dimensional tables allow-
ing for the utilization of the chi-square test of mutual independence,
The last section of the analysis deals with the experiences families
have actually encgyntered while making;éredit payment.

The calculated and tabulated chi;square test statistic values are

given in Appendix C, Table XXXVIII, for all the tables presented in

4L
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this chapter, ZEach value was calculated at a significance level of

o = ,05 and the correct number of degrees of freedom.
Description and Comparison of the Samples

A random block sample of Enid, Oklahoma, a city of approximately
45,000 population was designed and drawn by statisticians at Oklahoma
State University. Families eligible for interview were husband-wife
families, married at least one year, in which the head was under 45
years of age. There were 365 eligible families for the 1969 sample
and 305 eligible families for the 1970 sample.l

These eligible families were classified for each year into the
five selected family variables; the family size, the age of the head,
the educational attainment of the head; the employment status of the
wife and the family income level. In order to make valid comparisons
from 1969 to 1970, the sample was drawn from the same population.

In Table I, family size of the sample for the two different sur-
vey years i1s compared, There was no significant difference in the
distribution of the families according to size, as the chi-square test
statistic was calculated to be 1.10l4 compared to the critical tabu-
lated value, 5.99147 (Appendix C), The three~member family repre-
sented over half of the sample each survey year, 52,07 percent in 1969

and 55.74 percent in 1970, Approximately 30 percent of the samples

lThe 1969 interview schedule (Appendix A) pertained to the use
of credit from July 1, 1968 to June 30, 1969. The survey was taken
in September and October 1969. The data collected with the 1971
interview schedule (Appendix B) concerned the use of credit during
the 1970 calendar year. The survey was conducted during January 1971.
Throughout this study these data are referred to as the 1969 data and
the 1970 data respectively.



45

TABLE I

THE FREQUENCIES OF FAMILIES IN THE SAMPLE BY
SELECTED FAMILY SIZE

Observed Expected
Family Size Freq, Percent Frequency
1969
2 Members 52 14.23 48 .49
3 Members 190 52,07 196,12
4 Members and Over 123 33,70 120,39
Total 365
1970
2 Members 37 12,13 40.51
3 Members 170 55.74 163,88
4 Members and Over 98 32.13 100,60
Total 305

were represented by families with four or more members, while only 12
percent of the samples were two-member family size.

The distribution of the samples into the three age of head cate-
gories is shown in Table II, The 1969 data showed that there was 43,01
percent of the sample, 25 to 34 years old and the 1970 data showed that
there was 42,62 percent of the sample 35 to 44 years old., Likewise,
there was 38.90 percent of the sample, 35 to 44 years old and 37,37
percent of the sample 25 to 34 years old, in 1969 and 1970 respectively.
The less than 25 year old heads represented approximately 20 percent of
the sample each survey year, However, when the chi-square test sta-
tistic was calculated, there was no significant difference between the

1969 and 1970 age distribution of the sample.
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TABLE II

THE FREQUENCIES OF FAMILIES IN THE SAMPLE
BY AGE OF FAMILY HEAD CATEGORY

Observed Expected
Age of Head Freq, Percent Frequency
1969
Less 25 Years 66 18.09 69.19
25 to 34 Years 157 43,01 147,63
35 to 44 Years 142 38.90 148.18
Total 365
1970
Less 25 Years 61 20.00 . 57 .81
25 to 34 Years 114 37.37 123.37
35 to 44 Years 130 42,62 123.82
Total 305

The sample was classified according to the educational attainment
of the head. Table III shows that in 1969 only 23,0l percent of the
sample and in 1970 only 20,33 percent of the sample had completed less
than high school. The families with heads who have completed high
school represented 35,07 percent of the 1969 sample and 40,33 percent
of the 1970 sample. The 1969 data showed that 41.92 percent of the
families had heads who had completed more than high school compared
to 39.34 percent of the 1970 families having the same educational
attainment. The chi-square test statistic indicated no significant
difference in the distribution of educational attainment of the head

for 1969 and 1970.



TABLE IIT

THE FREQUENCIES OF FAMILIES IN THE SAMPLE BY THE
LEVEL OF EDUCATIONAL ATTAINMENT
OF FAMILY HEAD

47

Observed Expected
Educational Attainment of Head Freq. Percent Frequency
1969
Less Than High School 84 23,01 79,54
High School 128 35.07 136.74
More Than High School 153 41,92 . 148,72
Total 365
1970
Less Than High School 62 20,33 66,46
High School 123 40,33 114,26
More Than High School 120 39.34 124,28
Total 305

In Table IV the employment status of the wife in 1969 and 1970 is

compared. The 1969 data indicated that 50,14 percent were not employed

outside the home as compared to only 33.15 percent being employed full

time., A trend may be seen, by the 1970 data as 44,92 percent of the
sample were not employed, a decrease of 5.27 percentage points from
1969. However, in 1970 those families with wives employed part time
increased 7.22 percentage points over 1969, 23,93 percent and 16,71
percent respectively. The calculatgg chi-square test statistic was
5.4934 compared to the tabulated value 5,99147 (Appendix C) thus
indicating no significant difference in 1969 and 1970 distribution,
The family income level was classified into three groups plus a

""don't know'' section for those families who did not indicate their
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TABLE IV

THE FREQUENCIES OF FAMILIES IN THE SAMPLE
BY THE EMPLOYMENT STATUS OF WIFE

Observed Expected
Employment of Wife Freq. Percent Frequency
1969
None 183 50,14 174,33
Full-Time 121 33.15 117,67
Part-Time 61 16.71 73.00
Total 365
1970
None 137 44,92 145,67
Full-Time 95 31.15 98.34
Part-Time 73 23,93 61.00
Total ' 305

income level. Approximately the same percentage of the sample in 1969
and 1970 had incomes under $5,000, 18,90 percent and 19.34 percent
respectively., However, there was a considerable increase in the number
of families with incomes over $10,000, 1In 1969, this income level ac-
counted for 14,25 percent of the sample and in 1970, 22,30 percent of
the sample, When the chi-square test statistic was applied, a signi-
ficant difference in the distribution of families in the income levels
was indicated. However, it should be noted that 16 respondents indi-
cated that they did not know their family income level in the 1969
whereas all families in the 1970 data indicated an income level,

There was no significant difference in four of the variables in-

vestigated., It can be concluded that the family size, the age of the
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TABLE V

THE FREQUENCIES OF FAMILIES IN THE SAMPLE BY
SELECTED FAMILY INCOME LEVEL

Observed Expected

Family Income Level Freq. Percent Frequency

1969

Less Than $5,000 69 18.90 69,73
$5,000 to $10,000 228 62,47 221.18
Greater Than $10,000 52 14,25 65,37
Don't Know 16 4,38 8.72
Total 365

1970

Less’ Than $5,000 59 19.34 58.27
$5,000 to $10,000 178 58 .37 184.82
Greater Than $10,000 68 22,30 54,62
Don't Know 0 0.0 7,28
Total 305

head, the educational attainment of the head and the employment status
of the wife distributions are the same in the 1969 sample and the 1970
sample, However, the chi-square test statistic indicated a change in
the distributions of families within the income levels. Perhaps, the

16 families who did not indicate the income level of the family were

in the upper level; and these 16 families may have caused the apparent
change in df{stribution. Basically, the 1969 and the 1970 sampleg
represented the same cross-section of the population. Therefore, having
like samples facilitated the comparison as to how these families pay for
durables costing $100 and more, and as to what problems they encountered

when making credit payments.
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The Type of Transaction

As outlined in Table VI, there were elght possible combinations
of types of transactions in which a family may be involved. These
included gll combinations of the three basic types of transactions,
new credit, old credit and cash. A new transaction implies that a
credit transaction was begun and was being paid on during the schedule
year, On the other hand, an old transaction implies thaﬁ a credit
transaction was commenced prior to the schedule year and was still
being paid on during the schedule year. Some families used cash trans-
actions as a method of purchasing goods and services, The ''nothing"
category was included as several eligible families did not complete any
transactions during the schedule year, Each of the total 670 eligible
families would be classified in only one of the types of transactions
while paying for durable goods costing $100 or more.

In 1969 7.12 percent of the sample had no transactions as compared
to 3.61 percent in 1970, a 3.5l percentage point decrease, Also, it
should be noted that in 1969, 13.42 pércent of the sample, and in 1970,
10.82 percent of the sample used cash only. On the other hand, 49.04
percent and 51.47 percent of the samples had only credit transactions
in 1969 and 1970 respectively. Thus, the families having only credit
transactions indreased 2.43 percentage points and the families having'
only cash transactions decreased 2.60 percentage points from 1969 to
1970,

The chi-équare test statistic indicated that there was no signifi-
cant difference in the type of transaction distribution from 1969 to

1970. The null hypothesis is not rejected at the significance level
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THE FREQUENCIES OF FAMILIES IN THE SAMPLE
BY TYPE OF TRANSACTION TO PURCHASE
DURABLE GOODS COSTING $100 OR MORE

Observed Expected
Type of Transaction Freq. Percent Frequency
1969 -
New® 38 10,41 34,87
New-01ld 102 27.95 105.67
New-Cash 25 6.85 23,43
New-0ld-Cash 46 12,60 52.84
01db 39 10.68 42,49
0ld-Cash 40 10,96 40,86
Cash 49 13.42 44,67
Nothing 26 7.12 20,16
Total 365
1970

New 26 8.52 29,13
New-01d 92 30,16 88.31
New-Cash 18 5.90 19,57
New-01d-Cash 51 16.72 44,16
01d 39 12,79 35,51
01d-Cash 35 11.48 34,14
Cash 33 10,82 37.33
Nothing 11 3.61 16.84
Total 305

a , . .
New refers to credit acquired during the survey year.

b
Old refers to credit acquired prior to the survey year.

of o = .05, The data do not present sufficient evidence to indicate
that there has been a change in the type of transaction used by the
670 eligible families. Having previously made the assumption that
only the Truth-in-Lending would be considered to account for any

changes, it can be concluded that this legislation had no effect on
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the type of transaction used by the eligible families.
The Number of Cash Transactions

The null hypothesis tested by the data presented in Tables VIT
through XI, was that the number of cash transactions, the selected
family variable given in each table, and the year are mutually inde-
pendent, The data were organized into three dimensional tables, Imn
reality, these would appear as two-two way tables stacked on top of
one another. The first table compared the number of cash transactions
to each of the five selected family variables for 1969 and the second
table contained the same information for 1970. Then the chi-square
test statistic wés calculated to test the null hypothesis,

It is showﬁ in Appendix D Table XXXIX that over 50 percent of the
families in both 1969 and 1970 had no cash transactions. Also, there
was a 2,21 percentage point decrease from 1969 to 1970 in those fami-
lies who had three or more cash transactions for durables costing
$100 or more.

When the chi-square test statistic was calculated for the data
presented in Table VII, it showed that the null hypothesis should be
rejecteds This indicated that the number of cash transactions and the
family size and the year are not mutually independent. However, it is
impossible to suggest what the actual dependent relationship is between
the three classes tested. The 1969 data showed that 61.79 percent of
the families with four or more members had no cash transactions, but
in 1970 only 51.02 percent of the same sized families had no cash
transactions, Of the two-member family size, in 1969 there were 19,23

percent and in 1971, 10.81 percent with three or more cash transactions.



TABLE VII

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER
OF CASH TRANSACTIONS BY FAMILY SIZE

Family Size

" Number of . . 2:Member. " 3 Member 4 Members & Over
Tr ngzzgions Observed Expected Observed Expected Observed Expected
a Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Freduency
1969 .
0 24 46,15 26.84 ‘105 55.26 108.39 76 61.79 66 .41
1 12 23,07 10.87 46 24,21 43,90 .23 18.69 26.90
2 6 11.54 5.49 17 8.95 22.15 12 9.76 13.57
3 or More 10 19.23 5.39 22 11.58 21.75 12 9.76 13.33
Total 52 190 123
1970
0 16 43,24 22,42 99 58.23 90.57 50 51.02. 55.49
1 11 29,73 9.09 : 31 18.23 36.69 27 27.55 22 .48
2 _ 6 16,22 4,58 26 15.29 18.51 9 9.18 11.34
3 or More 4 10.81 4,50 14 8.24 18.18 12 12.24 11.14
Total 37 170 98

139



54

There appears to be a relationship between the size of the family and
the number of cash transactions,

In Table VIIL, the three classifications compared are age of head,
number of cash transactions and the year. The chi-square test statis-
tic suggests that the null hypothesis be rejected and that the con-
clusion be drawn that the three classifications are not mutually inde-
pendent, In 1969, the less than 25 year age group recorded the highest
percentage, 13.64 percent with three or more cash transactions and the
35 to 44 year age group recorded the highest percentage, 60,56 percent
with no cash transactions, However, in 1970, the situation is reversed,
The léss than 25 year age group recorded the highest percentage 62,29
percent with%no cash transactions and the 35 to 44 year age group re-
corded the highest percentage, 12,31 percent with three or more
transactions., ;

The chi-square test statistic when calculated for the data pre-
sented in Table IX, pointed out that the number of cash transactions,
the educational attainment of the head and the year are not mutually
independent, The families with heads with less than a high school
education represented the classification having the greatest percentage
of families making no cash transactions, 67,85 percent in 1969 and
69.35 percent in 1970. On the other hand, those families with heads
having more than a high school education tended to have more families
with three or more cash transactions than the lesser educated,

The three levels of employment of the wife are compared to the
number of cash transactions and the year in Table X. Of those having
no cash transactions, 57.37 percent of the families where the wife

did not work and 57.38 percent of the families where the wife worked



TABLE VIII

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER OF CASH
TRANSACTIONS BY THE AGE OF FAMILY HEAD CATEGORY

Age of Head
Number of Less Than 25 Years 25 to 34 Years 35 to 44 Years
T szgtions Observed Expected Observed Expected Observed Expected
ran Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
- 1969
0 33 50,00 38.15 86 54,77 81.55 86 60.56 81,95
1 19 28,78 15.45 41 26,11 33.03 21 14.79 33.19
2 5 7.57 7.79 10 6.37 16 .66 20 14,08 16.74
3 or More 9 13,64 7.65 20 12.73 16,37 15 10,56 16,45
Total 66 157 142
1970
0 38 62,29 31.88 57 50,00 68.14 70 53.84 68 .48
1 12 19,67 12,91 27 23,68 27,60 30 23,07 27.74
2 5 8.19 6.51 22 19,29 13,92 14 10,76 13.99
3 or More 6 9.83 6.39 8 7.01 13,68 16 12.31 13.75
Total 61 _ 114 130

GG



TABLE IX

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER OF CASH
TRANSACTIONS BY EDUCATIONAL ATTAINMENT OF FAMILY HEAD

Educational Attainment of Head

Number of Less than High School High School More than High School
T CaShf, ns. Observed Expected Observed Expected Observed Expected
ransactio Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
0 57 67.85 44,00 81 63,28 75.69 67 43,79 82.15
1 16 19.05 17.82 23 17.96 30,66 42 27 .45 33.27
2 3 3.57 8.99 12 9.37 18.20 20 13,07 16.79
3 or More 8 9.52 8,83 12 9.37 15.19 24 15.68 16 .49
Total 84 128 153
1970
0 43 69,35 36,77 67 54,47 63,25 55 45,83 68.64
1 10 16.13 14.89 27 21.95 25,62 32 26 .66 27 .80
2 7 11.29 7.51 16 13,01 15.21 18 15.00 14,03
3 or More 2 3.23 7,38 13 10.57 12.69 15 12.50 13.78
Total 62 123 120

9¢



TABLE X

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER OF CASH
TRANSACTIONS BY EMPLOYMENT STATUS OF WIFE

Employment of Wife

Number of None Full-Time Part-Time
T CzS:tionsw~v Observed Expected Observed Expected Observed Expected
~ransa Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
0 105 57.37 96 .48 65 53,72 64,99 35 57 .38 40,37
1 40 21,86 39.08 27 22,31 26 .33 14 22,95 16.35
2 17 9.29 19.71 14 11.57 13,28 4 6.56 8.25
3 or More 21 11.48 19.37 15 12,39 13.05 8 13.11 8.10
Total 183 121 61
1970
0 82 59.85 80,62 . 46 48,42 54,31 37 50,69 33.73
1 23 16.79 32.66 26 27,37 21.99 20 27,39 13,66
2 18 13,14 16 .47 13 13,68 11.09 10 13.69 6.89
3 or More 14 10,22 16,18 10 10,52 10,90 6 8,22 6.77
Total 137 95 73

LS
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part-time fell into this group in 1969, But in 1970, 59,85 percent
of the families where the wife did not work and 50,69 percent of the
families where the wife worked part-time had no cash transactions.
The chi-square test statistic pointed out that the three classifica-
tions were not mutually independent, The employment status of the
wife does not appear to change the number of cash transactions com-
pleted by the family,

There was no indication that the three classifications, family
income level, number of cash transactions and year, compared in Table
X1 were mutually independent. The null hypothesis was rejected after
calculating the chi-square test statistic. In both 1969 and 1970, the
higher the income level the higher the percentage of the sample have
three or more cash transactions and the lower the percentage of the
sample having no cash transactions. 1In 1969 of the less than $5,000
group 13.04 percent and of the greater than $10,000 group 21.15 percent
had three or more cash transactions. Also, in 1970 there was 59.32
percent of the less than $5,000 group and 42,65 percent of the greater
than $10,000 group with no cash transactions,

Over half of the samples for each year had no cash transactions,
There was also a decrease from 1969 to 1970 in the portion of families
having three or more cash transactions. The data showed that the
larger families tended to use cash transactions less frequently than
smaller families., A high portion of the families with young heads had
three or more cash transactions in 1969, compared to a high portion of
families with young heads having no cash transactions in 1970. Those
families with less educated heads tended to use cash transactions less

frequently than families with higher educated heads., Likewise, low



TABLE XI

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER OF CASH
TRANSACTIONS BY FAMILY INCOME LEVEL

Family Income Level

Number of Less Than $5000 $5000 to $10,000 Greater Than $10,000
T ﬁasht‘ NS Observed Expected Observed Expected Observed Expected
ransactio Freq. Percent Frequency Freqs Percent Frequency Freqa Percent Frequency
1969
Oi 43 62.32 38.55 133 58.33 122,32 22 42.31 36,13
1C 12 17.39 15,61 52 22,81 49,55 12 23,08 14,63
2 . 5 7.25 7.87 21 9.21 24,99 7 13.46 7.38
3 or More 9 13.04 7.74 22 9.65 24,55 11 21.15 7.25
Total 69 228 52
1970
0 35 59.32 32,21 101 56.74 102,21 29 42,65 30,19
1 16 27,12 13.05 38 21,35 41,40 15 22,06 12.23
2 6 10.17 6.58 27 15,17 20,88 8 11.76 6.17
3 or More 2 3.39 6.46 12 6.74 20,51 16 23,53 6.06
Total 59 178 68

47 families responded "don't know'
b5 families responded '"don't know'"

€2 families responded "don't know'
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income level families used cash transactions less frequently than
higher income level families, The employment status of the wife did
not appear to have any effect on the number of cash transactions used

by the family,
The Number of Credit Transactions

In Tables XII through XVI, data are presented in each table to
test the null hypothesis that the number of credit transactions, the
selected family variable given in each table and the year are mutually
independent. The data shown in Appendix E, Table XL, indicated that
from 1969 to 1970 there was a 3.50 percentage point decrease in the
number of families having no credit transactions and a 2.31 percentage
point decrease in the families having three or more credit transactions.
However, there was also a 4.66 percentage point increase in those having
one credit transaction and a 2.15 percentage point increase in those
having two credit transactions,

In Table XII, the number of credit transactions, the family size
and the year are compared., The two-member family was the group with
the largest percentage having three or more credit transactions for
both years with 17.31 percent in 1969 and 8.1l percent in 1970, It
should be noted that for the four member and over family size the number
having no credit transactions decreased from 47,97 percent in 1969 to
37.76 percent in 1970, This decrease was balanced by an increase in
those using one credit transaction, a 5,24 percentage point increase and
those using two credit transactions, a 6.38 percentage point increase.
The chi-square test statistic suggested that the null hypothesis be

rejected and it be concluded that the three classifications are not



TABLE XII

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER OF CREDIT
TRANSACTIONS BY FAMILY SIZE

Family Size

Number of 2 Members 3 Members 4 Members and Over
Trciegisionsﬁ- ] Observed Expected Observed Expected Observed Expected
ans Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
0 18 34,61 19.71 77 40,52 79.58 59 47 .97 48,75
1 19 36.54 17.18 64 33,68 69,38 40 32,52 42,51
2 6 11.54 8.20 36 18.95 33,13 16 13,01 20,29
3 or More 9 17.31 3.49 13 6.84 14,11 8 6,50 8.65
Total 52 190 123
1970 .
0 14 37.83 16 .47 67 39.41 66 .49 37 37,76 40,74
1 13 35.14 14,36 64 37.65 57.98 37 37.76 35,52
2 7 18.91 6.86 29 17.06 27,68 19 19.39 16.95
3 or More 3 8.11 2,92 10 5.88 11,79 5 5.10 7.22
Total 37 170 98

19
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mutually independent.,

When the number of credit transactions, the age of the head and
the year are compared, the chi-square test statistic shows that they
are also not mutually independent., Relative to frequency, more
families with younger heads tend to use credit more often than those
with older heads. 1In 1969, 12.12 percent of the families with heads
less than 25 years used credit three or more times, as compared to
8.92 percent of those with heads 25 to 34 years\and 5.63 percent of
those with heads 35 to 44 years. There was a similar pattern in
1970: 11.47 percent, 7.02 percent and 2.3l percent of each age group
respectively used credit three or more times., During the survey
yvears there has been a decrease in the portion of families not using
credit., The less than 25 year group showed an 18,21 percentage point
decrease and the 35 to 44 year group a 2.44 percentage point decrease,

The calculated chi-square test statistic for the data in Table
XIV was 13,4124 as compared to the tabulated critical value 12,5916,
(Appendix C), thus the three classifications, the number of credit
transactions, the educational attainment of the heéd and the year are
not mutually independent. For all educational attainment levels,
there was a decrease in the portion of families having novcredit trans=
actions. In 1969, 39.29 percent of the less than high school group,
38.28 percent of the high school group and 47,06 percent of the more
than high school group had no credit transactions. This compared to
the same groups in 1970 was 37.09 percent, 36.58 percent and 41.67
percent. In 1970, a lower bercentage of the families with higher
educated heads used one or two credit transactions than those families

with lower educated heads.



TABLE XIII

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER
OF CREDIT TRANSACTIONS BY THE AGE OF
FAMILY HEAD CATEGORY

Age of Head
Number of Less than 25 Years 25 to 34 Years 35 to 44 Years
ngredlz_ ns Observed Expected Observed Expected Observed Expected
ransactio Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
0 25 37.88 28,01 60 38,22 59.87 69 48.59 60,17
1 19 28,78 21,84 51 32,48 52.20 53 37.32 52,46
2 14 21,21 11.66 32 20,38 24,92 12 8.45 25,04
3 or More 8 12,12 4.96 14 8.92 10.61 8 5.63 10.67
Total 66 157 142
1970
0 12 19.67 23.40 46 40,35 50.03 60  46.15 50,27
1 29 47 .54 18.25 41 35.96 43.62 44 33.85 43,84
2 13 21.31 9.74 19 16,67 20.82 23 17.69 20,93
3 or Mere 7 11.47 4,15 8 7.02 8.87 3 2.31 8.91
Total 61 114 130

€9



TABLE XIV

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER OF CREDIT
TRANSACTIONS BY EDUCATIONAL ATTAINMENT OF FAMILY HEAD

Educational Attainment of Head

Number of Less Than High School High School More Than High School
T szd;% S Observed Expected Observed Expected Observed Expected
ransaction Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
0 33 39,29 32.31 49 38.28 55.57 72 47.06 60,31
1 32 38.09 28.16 47 36.72 48,45 44 28,76 52,58
2 12 14,29 13.45 23 17.97 23,13 23 15,03 25.11
3 or More 7 8,33 5.73 9 7.03 9.85 14 9.15 10.69
Total 84 128 153
1970
0 23 37.09 26 .99 45 36,58 46,43 50 41.67 50439
1 23 37.09 23.53 47 38,21 40,49 44 36 .66 43,93
2 11 17.74 11.24 27 21.95 19.32 17 14.17 20,97
3 or More 5 8.08 4.78 4 3.25 8.24 9 7.50 8.94
Total 62 : 123 120

%9
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In 1969, it is shown in Table XV that if the wife did not work or
worked part-time the family used credit less frequently than the family
with the wife working full-ﬁime. Of the families with non-working
wives 42,62 percent and of the families with part-time working wives
47 .54 percent compared to only 38.84 percent of the families with full
time working wives had no credit transactions. However, of the families
with full-time working wives 9.09 percent had three or more credit
transactions., But, in 1970, as the length of employment outside the
home increased, the families tended to use credit more frequently. Of
those families with wives not working, 14.59 percent, of those families
with wives working part-time, 20.55 percent and of those with wives
working full-time 21.05 percent used two credit transactions. The
chi-square test statistic showed that the three classifications in
this table are not mutually independent.

The chi-square test statistic calculated for the data presented
in Table XVI indicated that the null hypothesis should be rejected and
it should be concluded that the number of credit transactions, the
family income level and the year are not mutually independent., Each
income level tended to use credit more frequently in 1970 than they did
in 1969. Of those with less than $5,000 34,78 percent in 1969 and
37.29 percent in 1970 had one credit transaction, while of those with
$5,000 to $10,000 35.96 percent in 1969 and 41,01 percent in 1970 had
one credit transaction. From 1969 to 1970, there was a decrease from
32.69 percent to 27.94 percent of those having one credit transaction
and an increase from 15.38 percent to 23,53 percent of those having
two credit transactions for fémilies with incomes greater than $10,000.

There was a decrease in the number of families having no credit



TABLE XV

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER. OF GREDIT
TRANSACTIONS BY EMPLOYMENT STATUS OF WIFE

Employment of Wife

Number of None Full-Time Part-Time
T Credli. Observed Expected Observed Expected Observed Expected
ransactions==" preq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
0 78 42,62 70.83 47 38.84 47.71 29 47 .54 29.63
1 57 31.15 61,76 48 39.67 41,61 18 29,51 25.84
2 32 17.48 29.49 15 12.39 19.86 11 18,03 12,34
3 or More 16 8.74 12.56 11 9.09 8.46 3 4,92 5.26
Total 183 121 61
1970
0 64 46,72 59.19 31 32.62 39.87 23 31.50 24,77
1 47 34.31 51.61 38 40,00 34,76 29 39,72 21.59
2 20 14,59 24,64 20 21.05 16,59 15 20655 10,31
3 or More 6 4,38 10.49 6 6.32 7.07 6 8.22 4.39
Total 137 A 95 73

99



TABLE XVI

THE FREQUENCIES OF FAMILIES HAVING A SELECTED NUMBER OF CREDIT
TRANSACTIONS BY FAMILY INCOME LEVEL

Family Income Level

Number of Less Than $5000 $5000 to $10,000 Greater Than $10,000
T CrgdlE‘ < Observed Expected Observed Expected Observed Expected
ransactlion Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
0? 26 37.68 28.30 93 40,78 89.80 23 44.23 26 .53
1b 24 34,78 24,68 82 35.96 78.30 17 32.69 23.13
2 11 15.94 11.78 35 15,35 37.38 8 15.38 11.04
3 or More 8 11.59 5.02 18 7.89 15.92 4 7.69 4,70
Total 69 228 52
1970
0 24 40,68 23.65 64 35.96 75,04 30 44,11 22,16
1 22 37.29 20,62 73 41.01 86.05 19 27 .94 19.33
2 9 15.25 9.85 30 16.85 31.24 16 23.53 9.22
3 or More 4 6.78 4,19 11 6.17 13.31 3 4.41 3.93
Total 59 178 68

412 families responded 'don't know'

ib4 families responded "don't know"
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transactions from 1969 to 1970, The two-member family tended to have
credit transactions more frequently than the other family sizes. More
families with young heads used credit more often than families with -
older heads. Those families with higher educated heads tended to have
a high portion of families with no credit transactions. The data
showed that families with wives employed outside the home tended to
use credit more frequently than families where the wife was a full-
time homemaker, Families with an income level greater than $10,000

appeared to use credit less frequently than other families.
The Total Amount Committed

There were more families who had committed a large amount of
money in 1970 than in 1969. Appendix E Table XLI shows that there
was a 6,80 percentage point decrease in the frequency of families who
had under $1,000 committed. However, this was balanced by an increase
of 3.69 percentage points in those who had $1,000 to $1,999 committed,
by an increase of 1,90 percentage points in those who had $2,000 to
$2,999 committed and by an increase of 1.23 percentage points in
those who had greater than $2,999 committed. The data presented in
three-dimensional tables, Table XVII through XXI compared.the total
amount committed, the selected family variable, and the year. The chi-
square test statistic, tested the null hypothesis that the three clas-
sifications are mutually independent.

The 1969 data shown in Table XVII, indicated that as the size of
the family increased, there was a larger portion of families having
less than $1,000 committed, There were 67,31 percent of the families

with two members, 72.63 percent of the families with three members and



TABLE XVII

THE FREQUENCIES OF FAMILIES HAVING A SELECTED AMOUNT
COMMITTED BY FAMILY SIZE

Family Size

Total 2 Members 3 Members 4 Members & Over

Amo?nt Observed Expected Observed Expected Observed Expected

Committed

) Freq. Percent Frequency Freqs. Percent Frequency Freqe Percent Frequency

1969
Less Than $1000 35 67.31 34,27 138 72.63 138.37 96 78.04 84,78
$1000 to $1999 8 15.38 6.65 27 14.21 26.85 9 7.32 16.45
$2000 to $2999 3 5.77 3.49 10 5.26 14,11 10 8.13 8.64
Greater Than $2999 6 11.54 4,13 15 7.89 16 .66 8 6.50 10.20
Total 52 190 123
1970
Less Than $1000 27 72.97 28.63 116 68.23 115.63 61 62.24 70.84
$1000 to $1999 2 5.41 5.55 25 14.71 22,44 21 21.43 13.75
$2000 to $2999 5 13.51 2.92 12 7.06 11.79 8 8.16 7.22
Greater Than $2999 3 8.11 3.44 17 10.00 13.92 8 8.16 8.52
Total 37 170 98

69
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78.04 percent of the families with four members and over who had less
than $1,000 committed., In 1970, the portion of three member families
having greater than $2,999 committed was 10.00 percent, an increase of
2.11 percentage points over the same group in 1969, Also, 13.51 percent
of the two member families in 1970 and only 5.77 percent in 1969 had
committed $2,000 to $2,999. The largest increase, 14.11 percentage
points, was in the four member and over families having $1,000 to

$1,999 committed., The three classifications were considered not
mutually independent when the chi-square test statistic was applied,

According to age classification the families with heads less than
25 years of age represented the portion of the sample with the greatest
amount committed., Of this age group, 13.64 in 1969 and 16,39 percent
in 1970 had greater than $2,999 committed. The younger families, as
shown in Table XVIII, proved to have the most change over the two years
in the amount committed. There was a decrease of 17.36 percentage
points in those having less than $1,000 committed and a decrease of
7.38 percentage points in those having $1,000 to $1,999 committed, while
there was an increase of 7,18 percentage points in those having $2,000
to $2,999 committed, This same pattern is followed in the 25 to 34
year old heads. Of the older age group, 35 to 44 years, over 70 percent
had less than $1,000 committed., The chi-square test statistic showed
that the three classifications are not mutually independent.

The chi-square test statistic calculated for the data given in
Table XIX was 13,1894 compared to the tabulated critical value 12.5916
(Appendix C). Therefore, the three classifications, the total amount
committed, the educational attainment of the head and the year are not

mutually independent. 1In 1970, the family with a head having less than



TABLE XVIII

THE FREQUENCIES OF FAMILIES HAVING A SELECTED AMOUNT COMMITTED
BY THE AGE OF FAMILY HEAD CATEGORY

Age of Head

Total Less Than 25 Years 25 to 34 Years 35 to 44 Years

‘Amg?nt Observed Expected Observed Expected Observed Expected

Committed

Freq. Percent Frequency Freq. Percent Frequency\ Freqs Percent Frequency

1969
Less Than $1000 45 68.18 48,70 116 73.89 104,11 108 76.06 104,62
$1000 to $1999 7 10,61 9.45 24 15.29 20,21 13 9.15 20,30
$2000 to $2999 5 7.57 4,97 7 4,46 10.62 11 7.75 10.67
Greater Than $2999 9 13.64 5.87 10 6.37 12.53 10 7.04 12.59
Total 66 157 142
1970
Less Than $1000 31 50.82 40,69 82 71.93 86.99 91 70.00 87.42
$1000 to $1999 11 18.03 7.89 12 10.53 16,88 25 19,23 16 .96
$2000 to $2999 9 14,75 4,15 10 8.77 13,02 6 4,62 8.91
Greater Than $2999 10 16.39 4,90 10 8.77 10,47 8 6.15 10,52
Total 61 114 130
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TABLE XIX

THE FREQUENCIES OF FAMILIES HAVING A SELECTED AMOUNT COMMITTED
BY EDUCATIONAL ATTAINMENT OF FAMILY HEAD

Educational Attainment of Head

Total Less Than High School High School More Than High School
CAzzrzzed Observed Expected Observed Expected Observed Expected
° Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
Less Than $1000 60 71.43 56.18 96 75.00 96,63 113 73.86 104,88
$1000 to $1999 10 11.90 10.90 16 12,50 18.75 18 11.76 20.35
$2000 to $2999 6 7.14 5.73 10 7.81 9.86 7 4.58 10.69
Greater Than $2999 8 9.52 6.77 6 4,69 11.63 15 9.80 12,59
Total 84 128 153
1970
Less Than $1000 41 66.13 46,94 84 68.29 80,75 79 65.83 87.64
$1000 to $1999 10 16.13 9.11 17 13.82 15.67 21 17.50 17.01
$2000 to $2999 4 6.45 4,78 10 8.13 8.24 11 9.16 8.94
Greater Than $2999 7 11.29 5,65 12 9.76 9.72 9 7.50 10,55

Total 62 123 120
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high school education had the greatest portion of families with

greater than $2,999 committed, 11.29 percent. All three educational
attainment levels showed a decrease in the portion of families having
less than $1,000 committed. The greatest change being in the more than
high school level, where there was a 8,02 percentage point decrease.

The total amount committed, the employment of the wife and the
year are compared in Table XX. In both 1969 and 1970, families where
the wife was employed full-time outside the home, had greater than
$2,999 committed more frequently than other families, 11.57 percent and
12.63 percent respectively. Of those families with a wife employed
part-time, 81.97 percent in 1969 and 63.01 percent in 1970 had less
than $1,000 committed. These same families had greater than $2,999
committed by 4.92 percent in 1969 and 6.85 percent in 1970. The chi-
square test statistic showed that the three classifications were not
mutually independent.

In Table XXI, data are presented to compare the family income
level, the amount committed and the year. For all income levels there
has been a decrease from 1969 to 1970 in the portion of families at
each level having less than $1,000 committed. Of those with less than
$5,000 income, ﬁhis represented a 1.28 percentage point decrease, of
those with $5,000 to $10,000 a 6.76 percentage point decrease and of
those with incomes greater than $10,000 a 7.36 percentage point de-
crease. Also, those families with the higher income had the largest
amount committed, 13,46 percent in 1969 and 10,29 percent in 1970,

The families with an income level $5,000 to $10,000 increase the
portion of families in each category over $1,000 committed, between

1969 and 1970, Of the families having greater than $2,999 committed,



TABLE XX

THE FREQUENCIES OF FAMILIES HAVING A SELECTED AMOUNT
COMMITTED BY EMPLOYMENT STATUS OF WIFE

Employment of Wife

Total None Full-Time Part-Time
Amount
. Observed Expected Observed Expected Observed Expected
Committed
Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency

1969
Less Than $1000 135 73.77 123,18 84 69.42 82,97 50 81.97 51.53
$1000 to $1999 20 10,93 23,90 20 16.53 16.10 4 6,56 10.00
$2000 teo $2999 16 8.74 12.56 3 2,48 8.46 4 6.56 5,25
Greater Than $2999 12 6.55 14,82 14 11.57 9.99 3 4,92 6.20
Total 183 121 61
1970
Less Than $1000 98 71,53 102,92 60 63.15 69,33 46 63.01 43;07
$1000 to $1999 15 10.94 19,97 16 16.84 33.42 17 23.28 8.36
$2000 to $2999 13 9.49 10,50 7 7.37 7.07 5 6.85 11.46
Greater Than $2999 11 8,03 12,39 12 12.63 8.35 5 6.85 5.18
Total 137 95 73
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TABLE XXI

THE FREQUENCIES OF FAMILIES HAVING A SELECTED AMOUNT
COMMITTED BY FAMILY INCOME LEVEL

Family Income Level

Total Less Than $5000 $5000 to $10,000 Greater Than $10,000
Cig;;:ied Observed Expected Observed Expected - Observed Expected
Freq., Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
Less Than $1000a 50 72.46 49,22 164 71.93 156.16 39 75.00 46 .12
$1000 to $1999 7 10.14 9.55 33 14.47 30,16 4 7.69 8.95
$2000 to $2999 5 7.25 5.01 16 7.02 15.93 2 3.85 4,70
Greater Than $2999 7 10.14 5.93 15 6.58 18.80 7 13,46 12,08
Total 69 ' 228 52
1970
Less Than $1000 42 71.18 41.12 116 65.17 130.48 46 67.64 38.54
$1000 to $1999 7 11.86 7.98 32 17.97 25.32 9 13.24 7.47
$2000 to $2999 4 6.78 4,19 15 8.43 13.31 6 8.82 3.93
Greater Than $2999 6 10.17 4.95 15 8.43 15.70 7 10.29 10.10
Total 59 178 68

816 families responded "don't know' .

SL
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those with an income level of greater than $10,000 increased more
than the middle and lower income ievels. The increase from 1969 to
1970 was 0,03 percentage points for the low income families, 1.84
percentage points for the middle income level, and 3,17 percentage
points for the highest income level. The chi-square test statistic
showed that the three classifications were not mutually independent,
Generally, more families committed larger amounts in 1970 than in
1969, As the family size increased, there was a larger portion of
families having less than $1,000 committed. The data indicated that
families with heads less than 25 years of age, represented the portion
of the sample with the greatest amount committed. Also, the family
with a head having less than high school education had thé greatest
portion of families with greater than $2,999 committed. The families
where the wife was employed full-time seemed to have a larger amount
committed, than families where the wife was either employed part-time
or a full-time homemaker, Those families with higher income levels
tended to have a larger portion of families having greater than

$2,999 committed,
The Amount Paid on 0ld Debts

This section refers to the credit debts that the family owed prior
to the year of the survey but were paying on during the schedule year,
The data in Appendix C Table XLII shows that 4Q,55 percent of the
families in 1969 and 32,13 percent of the families in 1970, paid under
$100, while 38.63 percent of the families in 1969 and 47.21 percent of
the families in 1970 paid over $499., This indicated a trend to

increasing the amount paid on old debts. When comparing the amount
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paid on the old debts, the selected family variable and the year, three
dimensional tables were used. The chi-square test statistic was calcu-
lated for each of Tables XXII thraugh XXVI, to test the null hypothesis
for mutual independence.

From the data given in Table XXII, all three family size groups
showed an increase from 1969 to 1970 in the number of families having
paid greater than $499 on old debts. Specifically, this was a 2.08
percentage point increase for the two-member family, a 10.28 percentage
point increase for the three-member family, and a 8.33 percentage point
increase for the four or more member family. There was 42.63 percent
of three-member family had paid less than $100 in 1969, but only 31.18
percent of this group paid less than $100 in 1970. The chi square test
statistic showed that the amount péid on the old debt, the family size
and the year are not mutually independent.

The chi-square test statistic when applied to the data presented
in Table XXIII, showed that the amount paid on the old debts, the age
of the head and the year are not mutually independent. The age group,
representing the highest portion of families paying less than $100 was
in 1969, the 35 to 44 year group and in 1970, the less than 25 year
group. However, from 1969 to 1970, there was a 0,17 percentage point
decrease in the less than 25 year group, a l4.,29 percentage point de-
crease in the 25 to 34 year group and a 7.5l percentage point decrease
in the 35 to 44 year group who paid less than $100 on old debts, Also
for each age group there has been an increase in the portion of families
paying over $499 on old debts. The data showed a 4.37 percentage point
increase with young heads, a 10.83 percentage point increase with heads

25 to 34 years and a 9.53 percentage point increase with older heads,



TABLE XXII

THE FREQUENCIES OF FAMILIES PAYING SELECTED AMOUNTS
ON OLD DEBTS BY FAMILY SIZE

Family Size

Amount Paid 2 Members 3 Members 4 Members & Over
on
Old Debts Observed Expected Observed Expected Observed Expected
Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency

1969
Less Than $100 20 38.46 17.82 81 42,63 71.94 47 38.21 44,07
$100 to $299 4 7.69 6,01 24 12,63 24,30 14 11,38 14,89
$300 to $499 8 15.38 4,03 14 7637 16.26 12 9.76 9.97
Greater Than $499 20 38.46 20,63 71 37.37 83.30 50 40,65 51,03
Total 52 190 123
1970
Less Than $100 15 40.54 14,89 53 31,18 60,10 30 30,61 36.82
$100 to $299 6 16,22 5.03 22 12.94 20,31 13 13,26 12,44
$300 to $499 1 2,70 3.36 14 8.24 13,59 7 7.14 8.32
Greater Than $499 15 40.54 17.24 81 47,65 69,60 48 48,98 42,65
Total 37 170 98
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TABLE XXITII

THE FREQUENGIES OF FAMILIES PAYING SELECTED AMOUNTS ON OLD DEBTS
BY THE AGE OF FAMILY HEAD CATEGORY

Age of Head
Amount Paid Less Than 25 Years 25 to 34 Ygars 35 to 44 Years
o Observed Expected Observed Expected Observed Expected
0ld Debts ,
Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
Less Than $100 25 37.87 25.31 61 38,85 54,12 62 43,66 54.39
$100 to $299 10 15,15 8.55 12 7.64 18.28 20 14,08 18.38
$300 to $499 9 13,64 5.73 17 10.83 12,24 8 5.63 12.29
Greater Than $499 22 33.33 29,31 67 42 .68 62.67 52 36.62 62,98
Total 7 66 157 142
1970
Less Than $100 23 37.70 21.16 28 24.56 45,22 47 36.15 45.46
$100 to $299 10 16.39 - 7.15 16 14,04 22,42 15 11.54 15.35
$300 to $499 5 8.19 4,78 9 7 .89 10,22 8 6.15 10,27
Greater Than $499 23 37.70 24,49 61 53.51 52,36 60 46,15 52,62
Total 61 114 : 130
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In both 1969 and 1970, as shown in Table XXIV, the portion of the
families making less than $100 payments on the old debts increased as
the educational attainment of the head increased and the portion of
the families making greater than $499 payments on the old debts de-
creased as the educational attainment of the head increased. There
was a decrease in the portion of families paying less than $100 on
old debts and an increase in the portion of families paying greater
than $499 on old debts from 1969 to 1970. For the less than high
school group there was a 7.95 percentage point decrease in the number
of families paying less than $100, Likewise, there was a 10,02 per-
centage point increase in the number of families with a head attaining
less than high school education and paying greater than $499 on old
debts, The chi-square test statistic showed that the three classifica-
tions tested were not mutually independent,

The comparison of amount paid on old debts, the employment of the
wife and the year is given in Table XXV. 1In all the employment groups,
there was an increase in the portion of families paying greater than
$499 on the old debts, with the part-time employment category showing
a 15.74 percentage point increase from 1969 to 1970. Of the families
having a full-time employed wife, 31,40 percent in 1969 énd 33.68 per-
cent in 1970 paid less than $100 on the old debts while 13.22 percent
in 1969 and 6.3l percent in 1970 paid $300 to $499 on the old debts,
Perhaps in 1970, with the additional income these families were able
to pay off their debts earlier than in families with only one wage
earner. The chi-square test statistic indicated that the three classi-
fications tested were not mutually independent.

The data, shown in Table XXVI, point out that in 1969 the portion



TABLE XXIV

THE FREQUENCIES OF FAMILIES PAYING SELECTED AMOUNTS ON OLD DEBTS
BY EDUCATIONAL ATTAINMENT OF FAMILY HEAD

Educational Attainment of Head

Amount Paid Less Than High School High School More Than High School
Old?;ebts Observed Expected Observed Expected Observed Expected
) Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
.1969
Less Than $100 27 32.14 29.20 51 39.84 50,24 70 45.75 54,52
$100 to $299 10 11.90 9.87 18 14.06 16 .97 14 9.15 18,42
$300 to $499 8 9,52 6.61 11 8.59 11.36 15 9.80 12.33
Greater Than $499 39 46,43 33.82 48 37.50 58.17 54 35.29 63.13
Total 84 128 153
1970
Less Than $100 15 24,19 24,40 41 33.33 41,97 42 35.00 45,55
$100 to $299 9 14.51 8.25 17 13.82 14,18 15 12.50 15.39
$300 to $499 3 4,84 5.51 8 6.50 9.49 11 9.17 10.31
Greater Than $499 35 56 .45 28.26 57 46 .34 48,61 52 43.33 52.75

Total 62 123 120

18



TABLE XXV

THE FREQUENCIES OF FAMILIES PAYING SELECTED AMOUNTS ON OLD DEBTS
BY EMPLOYMENT STATUS OF WIFE

Employment of Wife

Amount Paid None Full-Time Part-Time
on Observed Expected Observed Expected Observed Expected
O01ld Debts .
Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency
1969
Less Than $100 82 44,81 64.03 38 " 31.40 43,13 28 45,90 26,79
$100 to $299 21 11.47 ZLF63 20 16.53 14,57 1 1.64 9.05
$300 to $499 14 7.65 14,48 16 13.22 9.76 4 6,56 6.05
Greater Than $499 66 36.06 74,14 47 38.84 49,95 28 45,90 31.02
Total 183 121 61
1970
Less Than $100 48 35.04 53.50 32 33.68 36.04 18 24,65 23,37
$100 to $299 25 18.25 18.07 10 10.52 12,17 6 8,22 7.56
$300 to $499 12 8.76 12,10 6 6.31 8.15 4 5.48 5.06
Greater Than $499 52 37.96 61.96 47 49 .47 41,74 45 61.64 25.93
Total 137 95 73
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TABLE XXVI

THE FREQUENCIES OF FAMILIES PAYING SELECTED AMOUNTS ON OLD
DEBTS BY FAMILY INCOME LEVEL

Amount Paid

Less Than $5000

Family Income Level

$5000 to $10,000

Greater Than $10,000

Olgnﬁebts Observed Expected Observed Expected Observed Expected
j Freq. Percent Frequency Freq, Percent Frequency Freq. Percent Frequency

1969
Less Than {1g0a 22 31.88 22,58 90 39.47 81.18 23 44,23 23,98
$100 to $299b 10 14,49 8.64 26 11,40 27.42 5 9.61 8.10
$300 to $ﬁ99' b 8 11.59 5.79 23 10.09 18.36 2 3.85 5,42
Greater Than $499 29 42,03 29,62 89 39.04 94,00 22 42,31 27.76
Total ' 69 228 52 ‘
1970
Less Than $100 24 40,68 21,38 53 29,717 67.82 21 30,88 20,07
$100 to $299 11 18.64 7.22 27 15,17 22,92 3 4,41 6.76
$300 to $499 5 8.47 4,84 14 7.86 15.34 3 bobl 4,53
Greater Than $499 19 32,20 24,75 84 47.19 78.55 41 60,29 23,21
Total 59 178 68

213 families responded '"don't know'!.

b1 family responded "don't know'!
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of families in each income group paying less fhan $100 increases as
the income increases and that in 1970 the portion of families in each
income group paying greater than $499 increases as the income in-
creases, There was an 8,80 percentage point increase in the number of
families in the less than $5,000 income level, while there was a 9,70
percentage point decrease in the number of families in the $5,000 to
$10,000 income level and a 13.35 percentage point decrease in the
number of families in the greater than $10,000 inceme level who paid
less than $100 on the old debts. Of those families in the highest
income level, 42.31 percent in 1969 and 60.29 percent in 1970 paid
greater than $499 on the old debts., The chi-square test statistic
for mutual independence showed that the null hypothesis should be re-
jected,

The data showed a trend from 1969 to 1970 to increase the portion
of families paying large amounts on old debts. As the family size
increases a larger portion of the families tended to have greater
than $499 committed to old debts, A larger portion of those families
with a head 25 to 34 years old seemed to have a larger amount committed
to old debts than other families., The portion of families making less
than $100 payments on old debts increased as the increased as the edu-
cational attainment of the head increased and the portion of families
making greater than $499 payments on old debts decreased as the educa-
tional attainment of the head increased., Families with part-time
employed wives seemed to pay a larger amount on old debts than families
with full time homemakers, The high income families are those most

likely to pay the highest amount on old debts.
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The Amount Paid on New Debts

In 1969, 57.81 percent of the families paid less than $100 on new
debts compared to 53.44 percent of the families in 1970. Also, shown
in Appendix H, Table XLIII is the fact that there was an increase in
the portion of families paying greater than $499 on new debts. The
data presented in Tables XXVII through XXXI, are in three dimensional
form so that the chi-square test statistic could be calculated to test
the null hypothesis., The null hypothesis tests the mutual independence
of the amount paid on the new debts, the selected family variables and
the year., As previously defined, new debts refer to debts taken on
and paid on during the schedule year.

The chi-square test statistic showed that the data presented in
Table XXVII gave evidence that the three classifications are not
mutually independent., The 1969 data showed that as the size of the
family increased from two members to four members and over, the portion
of families paying less than $100, increased from 55.77 percent to
61,79 percent and the portiqn of families paying greater than $499,
decreased from 17.31 percent to 9.76 percent. In 1970, 55,29 percent
of the three-member families paid less than $100 and 10,59 percent of
these families paid greater than $4§§a* This represented a decrease
in the portion of families paying both amounts from 1969, On the other
hand, of the two-member families, 27.03 percent paid greater than $499
and 12,24 percent of the four or more members paid greater than $499.

Both the 1969 and 1970 samples, shown in Table XXVIII, followed a
pattern whereby the portion of families paying less than $100 on new

debts increased as the age of the head increased. Of those paying



TABLE XXVII

THE FREQUENCIES OF FAMILIES PAYING SELECTED AMOUNTS ON NEW
DEBTS BY FAMILY SIZE

Amount Paid

2 Members

Family Size

3 Members

4 Members & Over

N oB bis VObserved Expected Observed Expected Observed Expected
e Q€ » Freq. Percent Frequency Freqs Percent Frequency Freq, Percent Frequency

1969 ~
Less Than $100 29 55,77 27,09 106 55.79 109.37 76 61,79 67.01
$100 to $299 8 15.38 8.98 38 20,00 36,26 21 17.07 22,21
$300 to $499 6 11.54 6.11 20 10,53 24.69 14 11,38 15.13
Greater Than $499 9 17.31 6.26 26 13.68 25,28 12 9.76 15.49
Total 52 190 123
1970
Less Than $100 18 48.65 22,63 94 55.29 91.39 51 52.04 55,99
$100 to $299 7 18.92 7.50 29 17.06 30.30 21 21.43 18.56
$300 to $499 2 5.40 5.11 29 17,06 25,75 14 14,29 12.64
Greater Than $499 10 27.03 5.24 18 10,59 21,12 12 12.24 12.94
Total 37 170 98

98



TABLE XXVIIIL

THE FREQUENCIES OF FAMILIES PAYING SELECTED AMOUNTS ON NEW DEBTS
BY THE AGE OF FAMILY HEAD CATEGORY

Age of Head
Amount Paid Less Than 25 Years 25 to 34 Years 35 to 44 Years
N 'oBrbt Observed Expected Observed Expected Observed Expected
ew Debts Freq. Percent Frequency Freqo. Percent Frequency Freqs Percent Frequency

1969
Less Than $100 36 54,54 38.49 86 54,78 82.28 89 62,68 82,69
$100 to $299 13 19.70 12,76 34 21,66 27.28 20 14,08 27.41
$300 to $499 4 6.06 8.69 22 14,01 18,58 14 9586- 18467
Greater Than $499 13 19.70 8.89 15 9.55 19,02 19 13.38 19,11
Total 66 157 142
1970
Less Than $100 23 37.70 32,16 63 55.26 68.75 77 59.23 69.09
$100 to $299 14 22,95 10,66 23 20,18 33,46 20 15.38 22,91
$300 to $499 13 21,31 7.26 13 11,40 15.53 19 14.62 15.60
Greater Than $499 11 18.03 7.44 15 13.16 15,89 14 10,77 15,97
Total 61 114 130

L8
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greater than $499, there was a 3.6l percentage point increase in the
portion of families with a head 25 to 34 years compared to a 1,67 per-
centage point decrease in the portion of families with a head less than
25 years and a 2.61 percentage point decrease in the portion of families
with heads 35 to 44 years. The 1970 data suggested that the portion of
families paying greater than $499 on new debts increased as the age of
the head decreased. There were 18.03 percent of the families with
young heads and only 10.77 percent of the families with older heads.
The chi-square test statistic indicated that the amount paid on new
debts, the age of the head and the year are not mutually independent.

The three classifications compared in Table XXIX are the amount
paid on new debts, the educational attainment of the head and the year.
The chi-square test statistic showed that these were not mutually inde-
pendent, In both 1969 and 1970 the families with heads attaining legs
than high school education tended to pay less than $100 on new debts
more frequently than did other groups; 59.52 percent of 1969 sample
and 56.45 percent of 1970 sample. There was a decrease in the portion
of families paying less than $100 for families in all educational
levels, These represented a 3.07 percentage point decrease of those
with less than high school education, a 3.44 percentage point decrease
of those high school education and a 5.49 percentage point decrease
in those with more than high school education. Of those with high
school education, 8.59 percent in 1969 and 13.82 percent in 1970 paid
greater than $499 on the new debts,

As shown in Table XXX, in 1969 the families with a wife employed
full time, and in 1970 the families where the wife was not employed

represented the groups most frequently paying less than $100 on the new



TABLE XXIX

THE FREQUENCIES OF FAMILIES PAYING SELECTED AMOUNTS ON NEW DEBTS
BY EDUCATIONAL ATTAINMENT OF FAMILY HEAD

Educational Attainment of Head

Amount Paid Less Than High School High School More Than High School
N onDebts Observed Expected Observed Expected Observed Expected
e Freq. Percent Frequency Freq. Percent Frequency Freqs Percent Frequency
1969
Less Than $100 50 59.52 44,40 71 55,47 76.37 90 58.82 82.89
$100 to $299 14 16 .67 14.72 32 25,00 25,32 21 13,72 27 .48
$300 to $499 6 7.14 10.02 14 10,94 17.24 20 13,07 18.71
Greater Than $499 14 16.67 10,27 11 8.59 17.65 22 14.38 19,16
Total 84 128 153
1970
Less Than $100 35 56 .45 37.10 64 52,03 63,82 64 53.33 69,26
$100 to $299 11 17.74 12,30 25 20,33 21,15 21 17.50 22,96
$300 to $499 9 14,52 8.37 17 13.82 14,41 19 15.83 15.64
Greater Than $499 7 11.29 . 8.57 17 13.82 14,75 16 13.33 16.01
Total 62 123 120
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TABLE XXX

THE FREQUENCIES OF FAMILIES PAYING SELECTED AMOUNTS ON NEW DEBTS
BY EMPLOYMENT STATUS OF WIFE

Employment of Wife

Amount Paid None Full-Time Part-Time
N ;?H‘]ts Observed Expected Observed Expected Observed Expected
eﬁ‘ Freqa Percent Frequency Freq, Percent Frequency Freqs Percent Frequency

1969

Less Than $100 105 57.38 97.35 72 59,50 65,58 34 55.74 40.73
$100 to $299 39 21,31 32,28 18 14.88 21.74 10 16,39 13,50
$300 to $499 21 11.48 21.98 14 11.57 14,80 5 8.20 9.19
Greater Than $499 18 9.83 22,50 17 14.05 15.16 12 19,67 9.42
Total 183 121 61

1970

Less Than $100 84 61.31 81.35 45 47 .37 54,80 34 46,58 34,03
$100 to $299 27 19.71 26.97 15 15.79 18.16 15 20,55 11.29
$300 to $499 13 9.49 18.36 18 18.95 12,38 14 19,18 7 .69
Greater Than $499 13 9.49 18.80 17 17.89 12.67 10 13.70 7 .87
Total 137 95 73

06
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debts, 59.50 percent and 61.31 percent respectively. Of those families
where the wife is not employed outside the home, there was a decrease
of the portion of families paying over $100 in 1970 as compared to
1969, But those with a full time employed wife showed the opposite
trend, a decrease in the portion paying less than $100 and an increase
in the portion paying any amount greater than $100., There was a 10,98
percentage point increase in the number of families paying $300 to $499
where the wife was employed part-time., However the chi-square test
statistic showed that the amount paid on new debts, the employment of
the wife and the year are not mutually independent,

The data compiled in Table XXXI, compare the amount paid on the
new debts, the family income level and the year, The chi-square test
statistic showed that these three classifications were not mutually
independent., In 1969, the portion of families paying less than $100
increased as the family income level increased, 53.62 percent of the
lower income level compared to 63.46 percent of the higher income
level families., However in 1970, a reverse situation was seen, 55.93
percent of the low income level and 52,94 percent of the higher income
level paid less than $100, Of those families with an income level
$5,000 to $10,000, there was a 3.77 percentage point decrease in the
portion of families paying less than $100 and a 3.95 percentage point
increase in the portien of families paying greater than $499 on the
new debts, The families in 1970, with income levels greater than
$10,000 tended to increase the portion of families paying $100 to $499
on the new debts by 20,37 percentage points above the same income level
families in 1969.

The decrease in the portion of families paying less than $100 on



TABLE XXXT

THE FREQUENCIES OF FAMILIES PAYING SELECTED AMOUNTS ON NEW
DEBTS BY FAMILY INCOME LEVEL

Amount Paid

Less Than $5000

Family Income Level

$5000 to $10,000

Greater Than $10,000

N W?E bts Observed Expected Observed Expected Observed Expected
ew e Freq. Percent Frequency Freq. Percent Frequency Freq. Percent Frequency

1969
Less Than—%l 0? 37 53.62 38,90 129 56 .58 123,42 33 63,46 36.45
$100 to $299C 12 17.39 12,89 49 21,49 40,92 3 5.77 12,08
$300 to $499 8 11.59 8,78 27 11.84 27.86 4 7.69 8.23
Greater Than $499 12 17.39 8.99 23 10.09 28,53 12 23,08 8.43
Total 69 228 52
1970
Less Than $100 33 .55.93 32,51 94 52.81 103,13 36 52,94 30.47
$100 to $299 13 22,03 10,78 33 18.54 34,19 11 16.18 10,11
$300 to $499 7 11.86 7.34 26 . 14,61 23,29 12 17,65 6.88
Greater Than $499 6 10,17 7.51 25 14,04 23,84 9 13.24 7.04
Total 59 178 68

#12 families responded "don't know'
b
3 families responded '"dontt know'.

Cl family responded '*don't know'.

¢6
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new debts, from 1969 to 1970, indicated that families paid more on new
debts in 1970, The two-member family tended to be the family size most
likely to pay a larger amount on new debts. The portion of families
paying less than $100 on new debts increased as the age of the head
increaseds The data indicated that families with heads attaining

less than a high school education tended to pay less on new debts more
frequently than did families with more educated heads, Families with
employed wives appeared to pay more on new debts than families with

a full-time homemaker. Of those families with an income level greater
than $10,000 a higher portion paid less than $100, than families with

lower incomes.,
Experiences in Making Payments eon Credit Accounts

This section of the analysis deals with specific questions from
the interview schedules, concerning the experiences that families
enEountered while making payments on their credit accounts. The 1969
data refers to payments, between July 1, 1968 and June 30, 1969, on
debts taken on during or before that period, while the 1970 data re=
fers to payments between January 1, 1970 and December 31, 1970. The
contingency Tables XXXII through XXXVII present the comparison between
the two years and the selected experiences, In some of the tables,

a "Don't Know" category has been included to indicate that the re-
spondent knew that some amount should be given but did not know what
amount, or did not know the answer, The chi-square test statistic was
calculated for each of the experiences and compared to the critical
tabulated value at a significance level of & = ,05 for the correct

number of degrees of freedom.
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As presented in Table XL 290 families in 1969 and 261 families in
1970 had credit payments during the schedule years. These same families
are classified in Table XXXII according to the amount they worried
about how they would make the payments coming due on the d-ebtso1 The
chi-square test statistic indicated that there was no significant
difference in the amount the family worried when making credit payments
from 1969 to 1970, The Truth-in-Lending Law appears to have had no
effect on the amount of worry encquntered by families. Approximately
50 percent of the samples did not worry about making the payments,
57,93 percent and 51.72 percent in 1969 and 1970 respectively. However,
there was a 4.33 percentage point increase in the number who worried
"a lot" from 1969 to 1970,

The number of times that a family used their savings to make
payments is summarized in Table XXX»III,,2 The 1969 data showed that
34 families used savings as compared to 30 families in 1970. This
represented only 11.72 percent and 11.49 percent of the eligible
families who used credit in 1969 and 1970 respectively, indicating that
families tend not to use savings to make credit payments. Of those
families using savings, there was from 1969 to 1970, a decrease of
8.43 percentage points in the number using savings twe or less times
and an increase of 8,04 percentage points in the number using savings

three or more times. The calculated chi-square test statistic showed

lSee the interview schedules; Appendix A, question 90 and
Appendix B, question 34,

2See the interview schedules; Appendix A, questions 91and 92 and
Appendix B, questions 35 and 36,
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TABLE XXXII

THE AMOUNT OF WORRY INCURRED BY FAMILIES
WHEN MAKING CREDIT PAYMENTS

Observed Expected
Amount of Worry Freq. Percent Frequency
1969
None 168 57,93 159,47
Some 99 34,14 101.57
A Lot 23 7.93 28,94
Total 290
1970
None -135 51.72 143,52
Some 94 36,02 91.42
A Lot 32 12,26 26,05
Total 261

no significant difference in the number of times savings were used to
make credit payments in 1969 and 1970,

The number of families who borrowed money to make the payments on
their debts, showed a decrease of 3.57 percentage points from 1969 to
lé70. The data, classified into either borrowing money once or two
and more times are given in Table XXXIV.3 Over half of the families
who did borrow, did so once. The chi-square test statistic indicated
no significant difference in the number of times families borrowed

money to make credit payments.

3See the interview schedules; Appendix A, questions 93 and 94 and
Appendix B, questions 37 and 38,



TABLE XXXIII

THE NUMBER OF TIMES FAMILIES USED
SAVINGS TO MAKE CREDIT PAYMENTS

Number of Times Observed Expected
Used Sdvings Freq., Percent Frequency
1969
1 12 35.29 11.16
2 9 26,47 8.50
3 4 11.77 4,78
4 or More 8 23,53 8.50
Don't Know 1 2,94 1,06
Total 34
1970
1 9 30,00 9.84
2 7 23.33 7 .50
3 5 16.67 4,22
4 or More 8 26,67 7.50
Don't Know 1 3.33 .94
Total 30
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TABLE XXXIV.

THE NUMBER OF TIMES FAMILIES BORROWED
MONEY TO MAKE CREDIT PAYMENTS

Number of Times Observed Expected
Borrowed Money Freq. Percent Frequency
1969
1 13 56,52 15.13
2 or More 10 43,48 7.87
Total 23
1970
1 12 80,00 9.87
2 or More 3 20,00 5.13
Total 15

Of those families using credit, over 33 percent of them made
unplanned cuts in spending to meet the debt payments, The unplanned
cuts included cuts in such items as food, clothing, recreation, enter-
tainment and other bills. In Table XXXV it is shown that in 1969,
33,33 percent and in 1970, 32.61 percent of the families making un-
planned cuts had four or more cqts.4 Also, of those making unplanned
cuts, there was a 9,06 percentage points decrease in the number of
families who cut their spending once, But, the chi-square test sta-
tigtic indicated no significant difference in the number of times un-

planned cuts in spending were made to meet credit payments,

4See interview schedules; Appendix A, questions 95 and 96 and
Appendix B, questions 39 and 40.
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TABLE XXXV

THE NUMBER OF TIMES UNPLANNED CUTS IN SPENDING WERE
MADE BY FAMILIES TO MEET CREDIT PAYMENTS

Number of Unplanned Observed Expected

Cuts in Spending Freq. Percent Frequency

1969
1 16 16.67 11.74
2 27 28.12 28,09
3 18 18.75 20,43
4 or More 32 33.33 31.66
Don't Know 3 3,13 4,09
Total 96

1970
1 7 7.61 7.61
2 28 30,43 30,43
3 22 23,91 23,91
4 or More 30 32.61 32.61
Don't Know 5 5.44 5,44
Total 92 )

The distribution of the families making late payments on their
debt is given in Table XXXVI.5 The 1969 data showed that 34,14 percent
of those families using credit, made at least one late payment compared
to 31,03 percent in 1970, The chi-square test statistic showed no
significant difference in the number of times that families made late
payments., From 1969 to 1970, of the families making late payments,
there was a decrease in the percentage of families having one late

payment but an increase in the percentage of families having two, three

5See interview schedules; Appendix A, questions 99 and 100 and
Appendix B, questions 45 and 46,
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TABLE XXXVI

THE NUMBER OF LATE PAYMENTS MADE BY FAMILIES ON DEBTS

Number of Late Observed Expected
Payments Made Freq. Percent Frequency
1969
1 22 22,22 17,60
2 29 29,29 31.90
3 17 17.17 17,60
4 or More 26 26,26 26,40
Donft Know 5 5,05 5.50
Total 99
1970
1 10 12,34 14,40
2 29 35,80 26,10
3 15 18,52 14,40
4 or More 22 27.16 21.60
Don't Know 5 6.17 4,50
Total 81

and four or more late payments, In 1969, 22,22 percent and in 1970,
12,34 percent of those families making late payments, had only one late
payment. But, in 1969, 29,29 percent and in 1970, 35.80 percent of
those families making late payments, made two late payments.

The reasons families gave for skipping payments are given in
Table XXXVII&6 Of those families using credit, in 1969, 10.34 percent
and in 1970, 3.83 percent of the families skipped a payment on their

debts, The most frequent reasons for skipping payments were "medical't

See interview schedules; Appendix A, questions 102 and 104 and
Appendix B, questions 47 and 49.
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TABLE XXXVII

REASONS PAYMENTS WERE NEGLECTED

Observed Expected
Reasons Freq. Percent Frequency
1969
Medical 8 26,67 6.75
No Money 15 50,00 16.50
Other 7 23,33 6.75
Total 30
1970
Medical 1 10,00 2,25
No Money 7 70,00 5.50
Other 2 20,00 2,25
Total 10

and "no money''. The "other" category included such responses as ''to
take a vacation'" and "forgot'". The 1969 data showed that 50.00 percent
and the 1970 data showed that 70,00 percent of the families skipping
payments did so because they had no money. There was no significant
difference in the reasons given for skipping payments in the 1969 and
1970 samples, as indicated by the chi-square test statistics,

The six problems investigated were: the amount the family worried,
the number of times savings were used, the number of times money was
borrowed, the number of unplanned cuts in spending, the number of late
payments and the reasons for skipping payments. There was no change,
from 1969 to 1970, in the frequency which the families encountered
these experiences. The only problems that seemed to affect families to

any extent was making unplanned cuts in spending and making late pay-
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ments to meet the credit debts.
Summary

The 670 eligible families in this study were classified according
to the size of the family, the age of the head, the educational attain-
ment level of the head, the employment status of the wife and the
family income level., For this study the majority of families had
three members, with the head having attained meore than high school
education, with the wife unemployed and a family income level of $5,000
to $10,000, There were equal numbers of families with a head 25 to 34
years and 35 to 44 years of age.

The type of transaction completed by the families was compared for
1969 and 1970, There were eight possible combinations of new credit,
old credit and cash, with each of tﬁe 670 families having only one of
the combinations.

The number of cash transactions, the five family variables and
the year were compared, It appeared that the four member or more
family size had the highest portion of families using the least number
of cash transactions. Also the less than high school education group
tended to use the least number of cash transactions in both 1969 and
1970. On the other hand, the more than high school group seemed to
use cash transactions more than.other educational groups.

By comparing the number of credit transactions, the family vari-
ables and the year, traits of families using the least and the most
number of transactions could be isolated. Especially, the age of the
head and the family income level showed trends., The 35 to 44 year old

heads seemed to be the families most likely to use the least number of



102

of credit transactions and the families with less than 25 year old
heads tended to use the most number of credit transactions. Those
families with incomes greater than $10,000 seemed to use credit less
frequently and those with incomes less than $5,000 used credit more
frequently than other income groups.

Although the trend for the total amount committed was not as
clear as in other areas studied it appears that the family with the
wife working full time tended to be the employment group having the
largest amount committed., Likewise, the families with an income
greater than $10,000 appeared to have the greatest amount committed.,

Comparing the educational attainment of the head, the families with
a head having more than high school are most likely to have the least
amount paid on old debts and the families with a head having less than
high school education are more likely to have the greatest amount paid
to old debts,

The family with two members seemed to be the family size most
likely to pay the greatest amount on new debts, On the other hand,
the 35 to 44 year old head is the age group of the family most likely
to be paying the least on new debts.,

The last section deals with the experiences encountered when making
credit payments, The major finding was that approximately 33 percent
of those families making unplanned cuts had four or more cuts and that
over 25 percent of those families making late payments made four or
more late payments. !'No money'" was the most frequent reason given
for skipping payments on credit debts,

Chapter V will contain the implications of this study.



CHAPTER V

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

Summary

The utilization of credit has increased considerably over the past

decades, Some families still prefer to pay cash for durable goods,
while others prefer to use credit. As a result of the extensive use
of credit by families, there is a concern by many that those using
credit be educated to use it wisely. Wisely used credit can help
families achieve some of their goals, but misused credit can lead to
financial problemso

Family economists have recognized that the use of credit is an
important féctor in family financial security. The ease of credit
availabilit;eand the lack of prudent financial management may result
in family difficulties° The use of credit offers several advantages
to those families who plan for its use. The use of credit affects
both the family using the credit and the entire economy. Credit is a
vital link in our present affluent economy.

Katona, Schipper, Lansing and others have completed studies to
isolate a single trait of the credit user., However, a need was indi-
cated to study one sample and investigate several characteristics,
These previous works provided the background for the selection of the

eligible family criteria used in this study; namely, husband and wife

1n2
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families married a year or more with head under 45 years of age.

In these studies it was suggested that the amount of debt
carried increases slowly with the family size., However, these studies
showed that there is a negative relationship between both the age of
the head and the educational attainment of the head and the amount of
credit used. To date no work has been completed to study the effect
of the wife's employment status on the amount of credit used by the
family., Families with children are more likely to use credit than
single consumers or retired families. Also, as the amount of tiquid
assets increased the amount of debt incurred decreased, Many authors
suggested that the family income level is the trait likely to have the
most effect on the amount of credit used. Although, the middle income
families tend to use credit more frequently there is an increasing
trend for those families with higher incomes to incur debt,

There has always been some form of credit legislation, but the in-
crease in the amount of credit outstanding prompted current legislation
to be reviewed, The past decade has shown much effort being put out
by legislators to pass a new law to provide the consumer with infor-
mation allowing him to shop for the credit terms that best fit his
needs, The Truth-in-Lending legislation became effective on July 1,
1969. Although this part of the Consumer Credit Protection Act was
thought to help consumers, many feel that the public are not aware
of the features of this legislation and thus are not using the law
as it was intended,

The main purposé of the present study was to investigate the ex=-
tent to which families use credit for durables costing $100 or more

and to determine if there is a relationship between certain family
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characteristics and the use of credit. For the analysis five family
variables were considered: the family size, the age of the head, the
educational attainment of the head, the employment status of the wife
and the family income level.

The overall survey was completed in two stages., The first stage
collected data for the period July 1, 1968 through June 30, 1969,
immediately before the effective date of Truth-in~Lending and the
second stage, the year after the effective date, or for the period
January 1, 1970 through December 31, 1970.

By comparing the frequency of cash and credit transactions and the
amount paid on credit for the two periods of the survey, the effect
of Truth-in-Lending could be isolated., The family traits related to
the use of credit were investigated,

The sample was limited to families meeting the eligibility re-
quirements and was selected by a random block design from the popula-
tion of Enid, Oklahoma. Interviews were conducted by trained interview-
”fer§f@during relatively short periods of time. Only.the segment of
the overall interview schedule providing data on the extent to which
famjilies use credit and their experiences in using credit were ana-
lyzed for this report. The chi-square test statistic was selected to
test the mutual independence of the data,

Contingency tables were constructed showing the observed frequency,
the observed percent and the expected frequency, to test the null hy-
potheses. Prior to the analysis the significance level of o =.,05 was
selected, The datawere gathered from a total of 670 families, 365
families were interviewed in the first stage and 305 families in the

second stage.
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Conclusions

The seven null hypotheses tested in this study determined the
mutual independence of the classifications compared.

Hypothesis 1 is that there will be no significant difference in
the distribution of the 1970 sample over the 1969 sample. The hypothe-
sis is rejected at the significance level a = »05 when comparing the
distribution of families within income levels of the two years. How-
ever, 16 families did not indicate their family incomevlevel in 1969
and this incomplete data may have caused the chi-square test statistic
to give evidence to reject the hypothesis. The distribution of the
families according to the family size, the age of the head, the edu-
cational attainment of the head and the employment status of the wife
is not significantly different at the level o = .05, The data in
these four classifications do not present sufficient evidence to
indicate that there was any change in the distribution of families,

Hypothesis 2 that there will be no significant difference in the
type of transaction that families used in 1970 over families in 1969 is
not rejected at the significance level of & = ,05. Of the eight
combinations of transactions between old credit, new credit and cash
the data do not present sufficient evidence to indicate that there
was a change in the distribution of families using these types of
transactions from one survey year to the next. The Truth-in-Lending
law appears to have had no effect on the type of transaction used by
families in this study,

Hypothesis 3 that the number of cash transactions, the selected

family variables and the year are mutually independent is rejected at
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the significance level of o = .05, This indicates that the data sug-
gests that the number of cash transactions, the family variables and
the year are not mutually independent. The exact actual dependence

of the three variables tested cannot be stated. There appears to be
some relationship between both the family size and the employment
status of the wife and the number of cash transactions,

Hypothesis 4 that the number of credit transactions, the selected
family variables and the year are mutually independent is rejected at
the significance level of o = .05, The data do not give sufficient
evidence to indicate that the number of credit transactions, the family
variables and the year are mutually independent. The exact actual
dependence of the three variables tested cannot be determined. There
seems to be a relationship between the educational attainment of the
head and the number of credit transactions and between the family
size and the number of credit transactions.

Hypothesis 5 that the total amount committed, the selected family
variables and the year are mutually independent is rejected at a
significance level of & = ,05., The data present sufficient evidence
to indicate that the null hypothesis is mnot true., It can be concluded
that the amount committed, the family variable and the year are not
mutually independent. There seems to be a relationship between the
educational attainment of the head, and the amount committed, but the
exact actual dependence cannot be stated,

Hypothesis 6 that the amount paid on old debts, the selected
family variables and the year are mutually independent is rejected at
the significance level of @& = ,05, This indicates that the data

suggests that the amount paid on old debts, the family variables and
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the year are not mutually independent. The exact actual dependence of .
the three variables tested cannot be stated. There appears to be a
relationship between the family size and the ampunt paid on old debts,

Hypothesis 7 that the amount paid on new debts, the selected
family variables and the year are mutually independent is rejected at
a significance level of o = ,05., The data present sufficient evidence
to indicate that the null hypothesis is not tfue. It can be concluded
that the amount paid on new debts, the family variable and the year
are not mthally independent. There seems to be a relationship be-
tween the family size and the amount paid on the new debts, but the
exact actual dependence cannot be stated.

The five general hypothesés predicting the traits of families
using credit more frequently than other families were concluded on the.
basis of data in the previous analysis; The first general hypothesis
was rejected as it was found that the two member families were the
family size most likely to use credit more frequently. The second
general hypothesis was not rejected as families with heads less than
25 years were found to use credit more frequently than families with
heads in the other age groups. The third general hypothesis was re-
jected as families with the head completing less than high scheool
tended to use credit more frequent than more educated heads of
families., The fourth general hypothesis is rejected as the families
with part-time employed wives tended to use credit more frequently
than the families with unemployed or full-time employed wives. The
fifth general hypothesis was rejected as it was found that the

families with low incomes tended to have the most credit transactions,
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Recommendatidns

The major weakness of this thesis was the brief study given to
each section., The large quantity of data analyzed allowed only a
peripheral treatment of many of the characteristics considered. The
study would have béen improved had there been a cross-tabulation of
the data. For example, it wouid have been helpful to know the educa-
tioﬁal attainment of the head, and the family income level of the
two member families.

As noted previogusly, the evaluation of a number of factors leads
to the conclusion that the Truth-in-Lending Law did not have a sig-
nificant effect on the use of credit by families, However, the sur-
veys did not investigate the knowledge of the costs of credit. This
study would have been strengthened by the inclusion of questions to
probe the family's awareness of credit costs,

This survey was conducted in only one area of the United States,
It has been shown that family expenditure habits vary from one region
to another. A similar study could be carried on in other regions or
simultaneously in a number of areas to gain better insight into the
national effects of Truth-in-Lending.,

The apparent lack of consumer awareness of the Truth-in-Lending
Law, suggests that consumers are not aware of the existing laws, in
other areas of family living., Fuyture research in family economics
should investigate the causes of the lack of public awareness about
consumer legislation.

A further study might investigate the effect of using credit on

the use of other resources such as time and energy. -
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The recommendations for improvement of the study can be summarized
as follows:

1. cross-tabulation of the data

2, survey of knowledge of credit costs

3. expanded study area.

Recommendations for further study include investigations of

l. means of improving public awareness of legislation

2. correlation between the use of credit and other family

resources,

The major recommendations for the immediate use of the findings
of this study for educational purposes are discussed below,

Nearly every family will use credit at one time in its life span,
It is important that consumers be educated to use it wisely, Consumer
education programs developed in the community, at the level of concern
to the individual, will help families to be informed of the new legis-
lation as well as providing materials to help families manage their
money.

Educational materials can be developed for radio, television, news-
papers and periodicals as well as for the class room situation, Indi-
vidual learning packets on different phases of credit use could be
developed, Some possible topics would be: (1) how to determine the
amount of credit a family should carry, (2) what to do in the event
a credit payment cannot be met, and (3) the features of new legislation
as they relate to consumer protection.

For a college curriculum a simulation game on the computer could
be developed where students make decisions that would affect their

simulated life. Each run could represent a year of decisions, thus
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students could realize how misusing credit early in life may affect
them the rest of their life,

No matter how much legislation is passed or how many educational
materials are available to the consumer, each family must decide how

much credit it will use., Families must also accept the responsibility

involved in using credit,
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APPENDIX A
FAMILY DECISION MAKING IN THE USE OF
CONSUMER CREDIT; 1969 INTERVIEW
SCHEDULE USED FOR 1969

DATA COLLECTION



OKLAHOMA STATE UNIVERSITY, DIVISION OF HOME ECONOMICS
Stillweter, Oklahoma
in cooperation with

CFE (Adm.) 315
Budget Bureau No,:

FAMTILY DECISION-MAKING
IN THE USE OF CONSUMER

CREDIT ] U.S. DEPARTMENT OF AGRICULTURE 40-8-69064
' RECORD CARD Consumer and Food Economics Research Division Approval Expires: 12/31/69
1. Address of Respondent | 2. Block No. 3. Assigmment No. {UL. Interviewer:
Section A .
Identification 58. Date of ViSit(S)
5b. Time of Visit(s) - o o -
Introduction., =- I am . 1 am helping Oklahoma State e. Was wife (of household head)
University with a survey of how families use credit. We want this employed last week? ——-—wia Yes No

information to up-date the courses in money management at the

University and to use in consumer educetion., We will appreciate (If yes)
your help. Your answers to the questions will be held in strict ° f. Last week did she work--
confidence. 35 hours Or MOre? ——e——————-——o
Less then 35 hours? ==----==-=
Section B - HOUSEHOLD CHARACTERISTICS None (on vacation, sick, or

1. Eligibility:

a. Does a couple (husband and wife) live

temporarily laid off)? -----

g. Does the family own its home? =-m--un

in this household? - Yes No or rent it? eeme=--
{1f yes) ’ . (If rent) ]
b. Age of husband (head 1 - h, How much is the rent per
month? —=cecccmccmacao

of household) ------ yrs.; (45 or over)

c. Number of years

Section C - INTERVIEWER COMMENTS

married? «--e-- yrs.; (Less than 1 yr.)

Ineligible Eligible

2. Other characteristics:
a. Number of persons in the household (total

(If eligible, was a schedule taken?) Yes

including husband and wife) =-weewmocemeeo_o * No
b. Rumber 18 years old or over -- (If o schedule, give reason:)
. ¢, Number 6 to 17 years old -----
d. Fumber under 6 years old ----- (w 0 )

611



OKLAHOMA STATE UNIVERSITY
Division of Home Economics
Stillwater, Oklshoma
in cooperation with
U.S. Department of Agriculture
Consumer & Food Economics
Research Division
Hyattsville, Maryland

FAMILY DECISION-MAKING
IN THE USE OF CONSUMER CREDIT

CFE (Adm,) - 314

Budget Bureau No.:
40-8-69064

Approval Expires:

Schedule No.:

THIS INFORMATION WILL BE HELD IN CONFIDENCE

12/31/69

IDENTIFICATION: QFFICE USE ONLY
Block No. 1) Family size
Assigmment No. 2) Family type
Interviewer 3) Age of head
4) Years married
5) Education of head
6) 0 i
RECORD OF VISITS ) Occupation
visit If no Interview time 7) Working wife
Date contact, Began | Ended Total
No. enter time & (office) 8) Income
a.m.
1. oom. Field Ed. initiels Date
a.m,
2. p.m. Final Ed. initials Date
a.m,
3. P.m.
a.m,
b, p.l,
Person(s) interviewed: wife husband

both

021



SECTION I. CREDIT USED DURING THE SCHEDULE YEAR (not including home mortgage credit)

1. First I want to ask about

{If yes to any item in 1.) 2.

How did you pay for it?

purchases costing over $100 a. Cash | b. Charge account c. Other d. Loan from-- e. Other
that your family made between from 30-90 Other installment (specify)
July 1,1968 and July 1,1969. income | day, no {(revolving, credit Bank |08 ~Other
During that time, Check or interest| budget) Co. |(specify)
did you buy-- if yes) | savings

a car ----- ——————————

8 TV set ——-ccmmmmcce—o

a washing machine —----

a clothes dryer -------

a dishwasher ---c—e----

a refrigerator -—------

a freezer -—--c—eeeaa——-

an air conditioner ----

a musical instrument --

a watch or Jewelry ----

clothing item over $100

a boat or camper ------

furniture or other
household item (1list)-

a home improvement -—---

anything else (list)-_—

3. Did you get a loan for anything else, such as
medical bills, or to refinance or consolidate

NOD

debts?
w []

(If yes)
4, For what?

Between July 1, 1968 and July 1, 1969 did you use
consumer credit for anything we haven't already
talked about?

(If yes)
For what?

w [

Te

w [ ]

What type of credit?

1T



DETAILS ON CREDIT USE REPORTED ON PAGE 2

(If no credit reported skip to p. U4)

(List items 8.What month| (If durable was bought) 12, What was [13. What was | 14. Who did
bought on did you buy| 9. What was| 10. Did you|ll, Did you| the amount [ the interest you make the
credit and the ?| the price? make a turn in an financed? |rate per year | payments to?
loans taken (get the downpayment?| old model? (If loan, on the debt?
out, from p.2) loan?) (If yes) (If yes) |cash actually
How much? Trade-in received?) %
allowance?
$ $ $ %
$ $ $ %
$ $ ; $ %
$ $ $ %
$ $ $ %
$ $ $ %
. $ s  [s 2

(Item from above)

15. How much was
each payment?
(Enter amount

ie€.,M0., WK.)

and frequency-- -

E#

16, How many
payments
were to be
made to pay
the debt?

17. How many| (TOTAL
payments PATD
did you make IN
before YEAR)
July 1,'69?

per

-7

£

£

per

per

<A

A A -
B
H

per

R

44"



SECTION IT - PAYMENTS ON PREVIOUS CREDIT TRANSACTIONS (Ask all families)

Up to now I have been asking about credit you took on between July 1, 1968 and July 1, 1969.
Now I want to ask about other credit payments you were meking during that time.

18. Between July 1, 1968 and July 1, 1969, did you pay anything
on debts you owed before July 1, 19682 =w---emme-—cmoooeene Yes D

(If yes) No D

19. What were 20. How many payments |21. How much (TOTAL
these debts did you make was each PATD
for? between July 1,'68 payment? IN
and July 1,'69? YEAR)
$ $
$ $
$ $
$ $
$ $
$ $

£C1



SECTION III - DECISIONS ON CREDIT FOR DURABLES (If no credit for durables, skip to page 11.)

(Copy from p. 3 onto line at top of proper column, item most recently bought with type of credit specified.)

Now I want to ask some questions about how you
decided on same of the credit purchases you made.

Let's take the : —

22,

23.

ok,

How long before you bought the had you
been considering such a purchase? ispecify)

How long before you bought the did you
decide to use credit for it? Was it--
2, Before you started shopping for the ___?
b. While you were shopping for it? --~=-e----
c¢. When you made the purchase? -—-———-cec—we---
d. When the bill came? —-=-—c-c--e-—meemuao
e. Or when? (specify) ————

Did you have enough savings or 1ncom.e 50 you
could have paid cash for the ? mm—————
(If no)

25. Did you consider waiting until you
could save enough to pay cash before
buying it? -eeeccmmccaccccacca o
(I£ yes)

26. Why did you decide not to wait?

(If yes to question 2k)
27. Why did you decide to use credit? ----

Installment or charge account
(2)

Loan
(®)

ves ] mo[_]
Yes D No D

ves ] mo[ ]

ves| | mo[ ]

Ve



28.

33

35.

Ttem ———Po-

Who in your famdly made the decision to
use credit? —e—cmmmcmecc e

(If husband or wife ondy)
29. Was this decision agreeable to you
(your husband, wife)? --—---c-o---n -

(If no-or partly)
30. Why was that? ——e-cemcccweeaa

Did anyone outside the family advise you
to use credit .or to use the type of credit
you did?

(If yes)
32. Who was that? -

Had you read or heard enything about credit
that helped you decide? =m-ecemcmcmcacmana-

(If yes)
34, What or where? ==ee-ee--cceaa ——————

Had you decided ‘before you went shopping
for ithe how much -you could afford |
to pay a month? ]

(1f yes)
36, 'Were the metual payments.more, less,
or gboiit- the same &s-yor had decided

Imstallment.or charge account

(v

you coi¥d pay?

Husb. '__I Wife I_I Both-vl__l :
ves [ ] partiy )

No I:] Indifferent D

Husb, El Wife [:I Both I I
Yes [:l Partly El

No

D Indifferent {__—]

ves [ ] w0 []

Yes I:[ No !:]

Yes D No [__—l

Yes I:l No [:l

w [ w0 [

O PO o o |

e [ v [

About
EI Les's D same

AN



Ttem
37. Did you plan to make the payments--
a, By cutting down on spending for

something else? =~==-c-ccmcccccnacaaacaaa
b. With money you had been paying on debts

you recently paid off? ----ce--ccona-a-
c. With income not needed for everyday

1iving? =em=ccmccecrmmeeccmeccceomeaa
d. Or some other way?(specify) =----ece-ce-

38. How many places did you shop for the
before buying? —--e--emccem-an=
(If more than one)

39. How many of these would have sold it
on credit? cmecccmmc e

40. How many did you ask about credit
terms? ~-remmmecmcec e rdcmcc e e
(If any were asked)

41, What credit terms did you ask
about? (be specific) =—mmm=-co-

42, Why did you buy where you dig? e————--c-omee

Installment or cherge account
(2)

Loan
(b)

971



(If LOAN, skip to page 9)

43, Did the credit terms offered at the plece

where you bought influence you to buy there?.

Ly, Did you consider getting a loan to pey
FOr it? memmmmmmmc=mm—=—mmeme—— e e—————

(If yes) :
45, Did you ask anywhere about getting
8 108N? ==-mmememes e ccdmcccmmeca————

(I£ yes)
46, Where? (Give type of place) ----

47. Could you have gotten & loan? --

48, why did you decide not to get' a loan?

49, Did you use a credit card in meking this
purchase? =---s-eccmmcr e e

Installment or charge account
()

Item—-}_

Yes !:l No
Yes l:l No

Yes l:l No

RN

ves | ] o []

Yes I:::] No ]

[AS]
~i



(If INSTALIMENT or CHARGE ACCOUNT purchase,
skip to page 10) ’

50. How many places did you ask about getting
& loan? - e

(If more than one)
51. What places were these? (Give type
of place) =-m=—=eeeen e

52. How many did you ask about loan terms?

(If any were asked) :
53. What loan terms did you ask
about? —memceccc i c e ca e

54, Why did yc;u get the loan where you did? ----

55. Did you consider buying the on
installiment or charge account credit instead
of with a loan? e —————
(If no)

56. Why didn't you conmsider it? -—------—--

(If yes to 55)
57. Why didn't you buy it on installment
or charge account? --m—eoc-mmccemcoaan

Installment or
charge account

Loan

(®)

Item __)._

T



58.

61,

62,

6h.

65.

Were you satisfied with the
credit terms you got on the | ST

(If no)
59. Why was that? -eeee————cemommaccmcaaoa

Do you think you could have gotten better
credit terms elsewhere? --we—memecommmcaeeaao

Did you read the credit agreement through
before you signed it? =m-em—mmcmcmmmmmmacaea

Was there anything you found out about the
credit terms after you signed the agreement
that you wished you had known before? --w=----

(If yes)
63. What was that? —-eee-eecceccceece————ea

Were you sorry you used credit instead of
paying cash or instead of saving until you
could pay cash? =—-ececacemcoc e

If you were going to use credit again, would
you do anything differently? --w---—---ec—e-o-

(If yes)
66, WhBET ——m—m——m e

Installment or charge account
(a)

Loan

(v)

Yes l—_—l

wo [ ]

Yesr‘ lNor

| p.x. |

ves [ ]

v [

Yes l—_—l “No l:l Yes I:_—] No I:]
Yes D No I:] Yes E:] No D
ves [ 1m0 [ wo [ w [

62l



SECTION IV - DECISIONS ON LOANS FOR NONDURABLES (If no loan for nondursbles, skip to page 13)

(Copy fram p. 3 most recent loan for nondurable--i.e., medical expense or to consolidate debts) '

I want to ask about the loan you got for .
67. How long had you been considering this
loan before you took it out? (specify)
68. Did you have enough savings or income
so you could have paid cash? ----Yes [:I No l:]
(1f yes)
69. Why did you decide
to get a loan? ---
70. Did anyone advise you to take
out a loan for this? «------cm--- Yes D No D
(If yes)
71l. Wwho wes that?
T72. Who in your family made the decision

to get this loan? «-—---cceecea-o Husband

Wife
Both

(If busband or wife only)
T73. Was this decision agreeable

to you (your husband,

wife?) Yes [ partiy —=--[__]
No D Indifferent -[:l

(If no or partly)

T4, Why was that?

5.

76.

7.

79.

Had you decided before you got
the loan how much you could
afford to pey & month? ------ Yes l:l No D

Did you plan to make the payments--
a. by cutting down on spending for
something else? =-emecccecc—cea-
b. with money you had been paying
on debts recently paid off? ---

c. with incame not needed for
everyday 1iving? =-e-=-ec-cce-a-
d. or some other way? (specify) --

How many places did ‘you ask about a loan?

(If more than ome)
78. What places were these? (Give type of place)

How many did you ask about
loan terms? -——-memmememao- -—--

(If any were asked) :
80, What loan terms did you ask about?

OeT



81.

82,

8L,

85.

Why did you get the loan where you did?

Were you satisfied with the loan
terms? =ec-cmcmcme e Yes D No [:]
(If no) .

83. Why was that?

Did you read the loan agreement

through before you signed it?----- Yes No

Was there anything you found out

after you signed the agreement that

you wished you had known before? -- Yes [:] No l::l

(If yes)
86. What was that?

87.

Would you take out a loan for
this purpose again? ~=ec-----

(If yes) .
88. Would you do anything
differently next time?

(If yes)
89, What?

YesDNo[::I
YesDNoEl

1€t



SECTION V - MAKING CREDIT PAYMENTS (If no payments made during year--see pages 3 and L--skip to page 1k.)

(If CREDIT was assumed or previous credit accounts were paid on during schedule year, fill this section.)

I want to ask now about your experience in making
payments on credit accounts. These questions are
about payments between July 1,'68 and July 1,'69
on credit you took on during or before that time,

90. Did you ever worry about how None
you could meke the payments Some
coming due on your debts? -- A lot

91. Did you ever take money out of your I:_I
vo[ ]

savings to meke the payments? -- Yes

(If yes)
92, How many times? =e--—-mam—cea-

93, Did you ever borrow money to
meke the payments? ---—--e=ce--o Yes |:| No |:|

(If yes)
94, How many times? ———————a---—

95. Did you have to meke any umplanned

cuts in spending to meet the pay-
ments on your debbs? —e---weee-o Yes I:_I No D

(If yes) .
96. How many times during the
year did this happen? ------

97. What did you cut spending on?

98. Was this a hardship to None
your family? —--=-——eea- Some
A lot

99.

102.

Did you ever make any late

payments on your debts? —------- Yes [:l No I:I

(If yes)
100. How many times? -----—-=-

101, What did the lender say or do?

Did you skip any payments on your )

debts during the year? ----—---- Yes I:l Bo D

(If yes) How many Amount of
103, Which debts? payments? each?

_$
$
$

104, Why did you skip these payments?

105. How many of the skipped payments did you
make up during the year ? -----

106, What did the lender say or do whem you
skipped the payments?

zel



SECTION VI - DETATL ON CASH PURCHASE (If no cash purchase during the year, skip to page 15)

(Copy fram page 2 the item bought with CASH or 30- or 90-day CHARGE ACCOUNT that is likely to have cost most.)

Now I want to ask some questions about a cash purchase,
Let's telk about the .

107.

108,

109,

How long before you bought the ) had you
been considering such a purchase? ispecify)

How many places did you shop for it?

Did you consider buying it on
credit instead of paying cash?----- Yes D No D

(If yes)
110. Did the store (dealer)
where you bought it
sell on credit? - Yes I ] Ko l
(If yes)
111, Did you find out

gbout credit terms
there? ---cecccacea- Yes I:l No I:l
112. Did you find out about
credit terms from

any ‘
other store (dealer)?-—---- Yes ':] No El
(1If yes) :
113. How many? ---=-ee--

[px. | |

114, Did you ask anywhere

about getting a loan to
pay for it? ——cecmmcccaeo Yes D No E[

(Zf yes)
115. Where? (Give type of place)

116. Could you have
gotten a loan? ---- Yes l:l No I:l

ns.

118,

119.

121.

122,

1ok,

Why @did you decide not to use credit?

Who in the family made the deci- Husband

sion to pay cash? ~---c-—e—eee—o Wife
Both

Did anything you had heard or

read influence your decision i
to pay. cash? ------eccmemeao Yes EI o E]

(If yes)
120, What?

Was the money you used to buy the
4. Your current income? ——-ce—ce——e-
b, Your savings? -—<-——-——mmmmmee—o
Co A gift? memmem
d. Or other? (specify)

Were you sorry later that you
peid cash instead of using

credit? —--cm-mmmcmcmcmaa Yes l:l No l:l

(If yes)
123. Why?

When you buy costly items such as
this, do you pay cash always? -—--—--
usually? —cee—-a

or seldom? -—w---m-

eel



SECTION VII - HOUSEHOLD INFORMATION (Ask all families)

125. How far did you go in school? Husband

Did not finish high school --
Finished high school -====w--
College 1 - 3 years =-=------=
College 4 years or more —-~--

I I %
m
[}

126. Did the wife hold a paying job

between July 1,1968 and July 1
19697 Yes D No D

(If yes)
127, what kind of work?

128. Was it a full-time
job? Yes I:l No I:l

nge

(I -yes)
129, How many weeks was.
she employed? ----

130. How many hours per
WEEK? =mmmmmmmeeea

131, Wes your family income lest year lower N
higher , or ebout the same as it
- was 5 years ago (or at time of marriage, if
married less than -5 years)?

132, Do you think your family income 5 years from

now will be lower > higher , or
about the same as it is now?

133, Do you think your family saves more 5
less _, or about the same amount

as other families with similar income?

134, About how much do you usually spend per week
for food for your family? (Do not include
nonfood items purchased at the grocery store)

$

(If family owns its home)
135.Are you making payments on
your home? -—-—--cccmmmmccmcae Yes [:l No [:l
(If yes) .
136, How much per month? --- $

137 How much are the taxes on your
home per year? (If not included
in monthly mortgage payments) $

138. How much do you pay per year for insurance?
(Include all payments made by husband or wife)
Life $ Homeowner $ :
(1If not in mortgage) .
Health $ Personal Property $
(If not in mortgage)

Car $ Other $

(If household has 3 or more persons)
139, What relation are these persons to you?
(List from 2 b, ¢, and d on record card
persons other than husband and wife.)

140, Pleese look at this card and tell me which range
your family income before tax last year (1968)
fell into. Include income.of both husband and
wife from earnings and other sources.

7el
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THE USE OF CONSUMER in cooperation with Office of Manageme‘nt and
CREDIT ' U.S. DEPARTMENT OF AGRICULTURE Budget Fo.: 48-570097
RECORD CARD Consumer and Food Econamics Research Division -Approval Expires:April 30, 1971
1., Address of Respondent | 2, Block No. 3. Assigmment No. | L. Interviewer:
Section A
oo g Sa. Date of Visit(s)
Identification _ 0 i = i
5b. Time of Visit(s) il g g ™
Introduction.-- I am . I am helping Oklahoma State e. Was wife (of household head)
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University and to use in consumer education. We will appreciate (If yes) .
your help. Your answers to the questions will be held in strict f. Last week did she work--
confidence. . 35 hours or more? =-—-—-==——-w—-
Less than 35 hours? ----———-mn-
Section B - HOUSEHOLD CHARACTERTSTICS None {on vacation, sick, or
- temporarily laid off)? -----
l. Eligibility: .
a. Does a couple (husband and wife) live g. Does the family owr;rlts Eomi: o
in this household? Yes No Tent 1T mo==m=-
(If yes)
b. Age of husband (head
of household) —-———- yrs.; (45 or over)
Section C - INTERVIEWER COMMENTS
c., Number of years
married? ------ yrs.; (Less than 1 yr.)
: Ineligible Eligible
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a. Number of persons in the household (total (If eligible, was a schedule taken?) Yes
including husband and wife) —ee---emmomamoaa - No
b. Number 18 years old or over —- : (If no schedule, give reason:)
¢c. Number 6 to 17 years old ——---
d. Number under 6 years old —---- (W 0 ) -
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1 jl’;‘ Final Ed. initials Date
2.,
2. ..
’ .M.
3. P,
a.m.
L, Delle
Person(s) interviewed: wife husband
both
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SECTION I - GENERAL SATISFACTION

Before I ask you some specific questions
about your credit use I would like to ask same
general gquestions about your way of life.

1. Taking all things together, would
you say you're very happy, pretty
happy, or not too happy these
days? =~memmcmmmmm e Very happy
Pretty happy
Not too happy

2. Generally, how satisfied are you
with the way you are living now--
that is, as far as money and what
you are able to have are con-
cerned? Would you say the way
you are living 1s ---=-mcccccanco
More than satisfactory
Satisfactory
Less than satisfactory

3. Would you say the way you are
living is better than, worse
than, or about the same as other
families with similar incomes? ----- Better

Worse

k., Do you think your family saves
more, less, or about the same
as other families with similar
incame? ~m———mcmmm e e More

1]

Do you think you use more, less, or
about the same amount of consumer
credit--~that is, credit other than
30-day charge accounts--as other

families with similar income? ---More (3)
Same (2)
Less (1)

Do you use consumer credit more
often, less often, or about as
often as you did 5 years ago (or at
time of marriage if married less

than 5 years)? -—--——m-—ooeec More often (1)
About same (2)
Less often (3)
Was your family income last
year higher, lower, or about
the same as it was 5 years ago
(or at time of marriage, if
married less than 5 years)? -—-—-- Higher (1)
Same (2)
Lower (3)
Do you think your family
income 5 years from now will
be higher, lower, or about
the same as it is NOW? —cemmeeeae Higher (1)
Same (2)
Lower (3)

8¢t



SECTION II--ATTITUDES ABOUT AND HISTORY OF CREDIT

USE

9. People have many different attitudes about
using credit., I am going to read you several
statements and would like to know for each
one whether you agree or disagree.

Agree Disagree (No opinion)

a. The use of credit
should be reserved for
emergencies only. (1) (3)

(2)

b. The use of credit

has made the benefits

of using expensive goods

possible for all the

people instead of just

the rich. (3) (1)

c. People who buy on

credit are likely to

work harder than others

to repay their debts. ) (1)

d. Most people use

credit to buy articles

of little or no lasting

value. (1) (3)

e. People in this
country would be better
off if such goods as
automobiles eand appli-
ances could not be
bought except on a

cash basis. __ (1) (3)
FOR
OFFICE Total Code: 0123 - (1)
USE score h56 - (2)
ONLY 78910 - (3)

10.

12,

13.

1k,

5.

Do you use department store charge
accounts, bank credit cards, or gas
credit cards?

Yes No (1)
(If yes)
11, When the bill comes each month,
d0o YyOu —==-emommmee Pay it all? (1)

Sometimes pay all and
sometimes pay part?
Pgy only part?

How often do you make purchases on the
installment plan, or take out a loan
fram a bank, loan company, or credit

UNioN? ==mmmmememm e Never (1)
Occasionally (2)
Frequently (3)

Did your parents--(both husband's and wife's)
use consumer credit for anything other than
a house, farm, or business equipment?------
a. Wife's b, Husband's
No (1) (1)
Yes (2) j (2)

Did your parents--{both husband's and wife's)
have any strong feelings for or against the
use of consumer credit?

a. Wife's ‘b. Husband's
No feelings (2) (2)
Yes-against (1) (1)
Yes-for (3) (3)

Do you think your parents' attitude toward
credit has influenced your use of credit?
No (1)
Yes (2)

6¢1



SECTION III--CREDIT USED DURING THE SCHEDULE YEAR (not including home mortgage credit)

16. Next I want to ask about (If yes to any item in 16)
purchases costing over $100 17. How did you pay for it? (Check appropriate column)
that your family made between a. Cash--include here b. Credit--include here any- [ Other
Jan. 1, 1970 and Dec. 31, 1970. anything purchased on thing purchased on a re- (specify)
During that time, Check a 30-90 day charge volving charge, a loan, or
did you buy-- if yes account the installment plan

a. Car

b. TV set

c, Washing machine

d., Clothes dryer

e, Dishwasher

f. Refrigerator

g.  Freezer

h. Air conditioner

i. Boat or camper

J. Clothing or jewelry
over $100

k., Home improvement

1. Furniture (list)

m. Anything else (list)

18, Did you get a loan to refinance or consolidate 21, Did you get a cash loan for anything else--such as
debts? medical care or school expense?
Yes No Yes No
(If yes) (I yes)
19, Where did you get it? 22. Where did you get the loan?
20. VWhat items did it cover? 23. What did you use it for?

oyl



ASK THE QUESTIONS ON THIS PAGE ABOUT ITEMS BOUGHT ON CREDIT OR LOANS RECEIVED

2k, 25, 26. 27. 28. 29.
What What was What was the credit How much was How many How many (TOTAL
month the price? charge? each payment? payments payments (TOTAL PATD
did you a. Amount b. Percent- (enter amount were to be did you DEBT) IN
buy the in dollars age rate and frequency- made to make YEAR)
? per year i.e. mo., wk.) pay the before
(get Ioan) debt? Jan, 1, 19719
a $ %13 per
b $ %1% per
c $ %1% per
a $ %1% per
e $ %{ % per
f $ %13 per
$- %1% per
h $ %1% per
i $ %1% per
J $ %1% per
k $ %% per
1 $ %1% per
.m $ % 1 $ per
- Iwhat was the
amt, of loan?
&(18)
&(21)

GRAND TOTAL

RN
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Up to now I have been asking about credit you took on between Jan. 1, 1970 and Dec.

Now I want to ask about other credit payments you were making during that time,

30. 'Between Jan, 1, 1970 and Dec. 31, 1970, did you pay anything
Yes [:::]

on debts you owed before Jan. 1, 19707

(If yes)

NOD

31, 1970.

3l. What were
these debts
for?

32, How many payments (33. How much

did you make

was each

between Jan. 1, 1970 payment?

and Dec.31, 19707

(TOTAL
PAID

A 1 | | | | e

“» | | | | |

Total

Total
(page 5)

Grand Total
(pages 5 + 6)




SECTION TV--MAKING CREDIT PAYMENTS (If no payments made during year

(pages 5 and 6) skip to page 8)

I want to ask now about your experience in making
payments on credit accounts. These quest
about payments between Jan. 1, 1970 and Dec. 31,

1970, on credit you took on during or before that

time,

3k,

35.

37.

39.

ions are

During-that period did you worry Never (1)
about how you would make the Sometimes (2)
payments coming due on your Frequently (3)
debts?-- . Every month ()
During that period did you ever
take money out of your savings '
to make the payments?-- Yes (2) Mo (1)
(If yes)
36.  How many times?
Did you borrow any money during
that period to meke the
payments? =--mmemmm-emn— Yes (2) No (1)
(If yes)
38. How many times?
Did you have to make any unplanned
cuts in spending to meet the
payments on your debts dur-
ing that period? ---—--- Yes (2) No (1)
(If yes)
40, How many times during the
year did this happen? --—-e-we--
L1, what did you cut spending on?
L2, Was this a hardship for your
family? —=mmccmmmm——mme——an None (1)
" Some (2)
A lot (3)

43,

L5,

L7.

During the last year did you do anything

to increase your income so you could meet

debt payments-~-such as, wife going to
work, or husband taking a second job?

Yes (2) No

(If yes)
Lh.  what?

(1)

Did you ever make any late

payments on your debts?--Yes (2) No

(If yes)
46, How many times?

(1)

Did you skip any payments on
your debts that you didn't
meke up during the year? Yes (2) wo

(If yes)
48, How many times?

(1)

49, why did you skip these payments?

50. What did the lender say or do when

you skipped these payments?

enl



SECTION V-~HOUSEHOLD INFORMATION

51.

52.

57.

How far did you go in school? Husband

Did not finish high school
Finished high school
Finished 1-3 yrs. college
Finished 4 or more yrs.

college
You indicated earlier that you (your wife)
were (were not) working last week (from
Record Card 2e), Did you (your wife) hold
a paying job between Jan. 1,

Wife

1970, and Dec. 31, 1970? =--~- Yes ___ Neo
(If yes)
53. What kind of work?
54, Was it a full-time job? Yes ____ No
(If no)

55. How many weeks were you '
(your wife) employed? ---

56, How many hours per week?

Please look at this card and tell me which
range your family income before tax last
year (1970) fell into. Include income of
both husband and wife from earnings and
other sources.
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TABLE XXXVIIIL

CALCULATED AND TABULATED CHI-SQUARE TEST STATISTIC
VALUES FOR TABLES PRESENTED IN CHAPTER IV

Degrees Chi-Square Values

EiZé:r of Tabulated

Freedom Calculated at o = .05
I 2 1.1014 5.,9915
IT 2 2,1957 5.,9915
III -2 2.0471 5.9915
v 2 5.4934 5,9915
\Y 3 19,8486 7.8147
VI 7 8.3838 14,0671
VII 6 18.4743 12,5916
VIII 6 24,2336 12,5916
IX. 6 33.8148 12,5916
X 6 15,3466 12,5916
XI 9 61.2488 16.9190
XII 6 16,5300 12,5916
XIII 6 31.0667 12,5916
X1V 6 13.4124 12,5916
XV 6 20.8299 12,5916
XVI 9 . 54,5325 16.9190
XVII 6 16,7867 12,5916
XVIII 6 28,3642 12,5916
XIX 6 13.1894 12,5916
XX 6 38.7606 12,5916
XX1 9 45,5187 16,9190
XXII1 6 16.2323 12,5916
XXIIT 6 26,7003 12,5916
XX1v 6 19,5188 12,5916
XXV 6 43,2889 12,5916
XXVI 9 67.7771 16,9190
XXVII 6 13.8618 12.5916
XXVIII 6 27,6017 12.5916
XXIX 6 15,0005 12,5916
XXX 6 27,3447 12,5916
XXXT 9 54,4686 16.9190
XXXII 2 13,6804 5.,9915
XXXIII 4 0,5390 9.4877
XXXIV 1 2.2205 3.8415
XXXV 4 4,4303 9,4877
XXXVI 4 3.1903 9,4877
XXXVII 2 1.5085 5.9915
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TABLE XXXIX

THE FREQUENCIES OF FAMILIES BY A SELECTED
NUMBER OF CASH TRANSACTIONS MADE

Number of Frequency
Cash Transactions Observed Expected
--1969
0 205 201,57
1 81 81,72
2 35 41.40
3 or More 44 40,31
Total 365
1970
0 165 168,43
1 69 68.28
2 41 34,59
3 or More 30 33.68

Total 305
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TABLE XL

THE FREQUENCIES OF FAMILIES BY A SELECTED
NUMBER OF CREDIT TRANSACTIONS MADE

Number of Frequency
Credit Transactions Observed Expected

1969
0 154 148,18
1 123 129,11
2 58 61.56
3 or More 30 26,15
Total 365

1970
0 118 123,82
1 114 107.89
2 55 S5l.44
3 or More 18 21.85

Total 305
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TABLE XLI

SELECTED AMOUNTS COMMITTED

152.

Total Amount Frequency

Committed Observed Expected
1969
Less Than $1000 269 257 .67
$1000 to $1999 44 50.12
$2000 to $2999 23 26.14
Greater Than $2999 29 31.05
Total 365
1970
Less Than $1000 204 215.32
$1000 to $1999 48 41,88
$2000 to $2999 25 21.85
Greater Than $2999 28 25.95
Total 305
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TABLE XLII

THE FREQUENCIES OF FAMILIES BY SELECTED
AMOUNTS PAID ON OLD DEBTS

Amount Paid

on Frequency
Old Debts Observed Expected

1969

Less Than $100 148 134,01
$100 to $299 42 45,23
$300 to $499 34 30,51
Greater Than $499 141 155,26
Total 365

1970

Less Than $100 98 111.98
$100 to $299 41 37.78
$300 to $499 22 25.49
Greater Than $499 144 129,74

Total 305
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THE FREQUENCIES OF FAMILIES BY SELECTED

AMOUNTS PAID ON NEW DEBTS
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Amount Paid

on Frequency
New. Debts Observed Expected
1969
Less Than $100 211 203.74
$100 to $299 67 67.55
$300 to $499 40 46,30
Greater Than $499 47 47,39
Total 365
1970
Less Than $100 163 170.25
$100 to $299 57 56 .44
$300 to $499 45 38.69
Greater Than $499 40 39.60
Total 305
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