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947 Retail Credit Survey 
Se ee ee ee ee ee ee ee ee ee a a a a ee a a a a a a a ee ee 

NSTALMENT SALES in 1947 reached an 
all-time high of 8.5 billion dollars, exceeding 

the 1941 peak by approximately one-fifth. Not- 
withstanding two years of rapid expansion during 
which sales of this type have more than trebled, 
they still have not regained their prewar impor- 
tance in total retail trade. Charge-account sales 
continued to increase in 1947 for the fourth con- 
secutive year but at a rate less than half that for 

the volume of instalment transactions. Estimates 
of credit sales, based on findings of the annual Re- 
tail Credit Survey covering 1947 operations, indi- 
cate that total credit sales were 37 per cent above 
the 1946 level and accounted for more than 31 
billion of the nearly 118 billion dollars in sales at 
all retail establishments. The rise in cash sales in 
1947, as in the preceding year, was by no means 
comparable with the gains in either charge-account 
or instalment credit sales. For the year as a 
whole, cash transactions made up about the same 
proportion of total retail sales as in 1942 and a 
considerably smaller part than in any subsequent 
year. These data are shown in Table 1 and the 
accompanying chart. 

The substantial growth in the volume of instalment 
sales during 1947 may be attributed primarily to the 

sizable increases in: the quantities of durable goods avail- 

TABLE 1 

RETAIL SALES BY TYPE OF TRANSACTION 

Annual estimates for total retail trade 

PERCENTAGE OF TOTAL 
SALES (IN BILLIONS OF DOLLARS) 

SALES 

| CHARGE! CHARGE ™ 
- ye INSTAL- INSTAL- 

YEAR | TOTAL CASH \C- : CASH AC- : 
“| MENT ot See 

COUNT COUNT 

1939 42.0 273 9.9 4.9 65 23 12 
1940 46.4 29.7 10.9 5.8 64 23 13 

1941 55.5 35.6 12.8 7.1 64 23 13 

1942 57.6 420 12.2 3.4 73 21 6 
1943 63.7 49.5 11.3 2.9 77 18 5 

1944 69.5 55.1 11.6 2.8 79 17 4 

1945 76.6 61.2 12.6 2.8 80 16 4 

1946 100.3 77.4 17.8 5.1 77 18 5 

1947 117.7 86.5 22.7 8.5 74 19 7 

able for sale. Production in durable goods industries dur- 

ing 1947 was considerably above 1946 levels and in most 
cases exceeded prewar output. Only in the case of auto- 

mobiles, stoves, and refrigerators was output in 1947 of 

Note.—Estimates of total retail sales compiled by the Bu- 
reau of Foreign and Domestic Commerce, United States De- 
partment of Commerce. Sales by type of transaction are based 
on data from the Census of Business for 1939, projected for 
subsequent years according to Retail Credit Survey data. Esti- 
mated sales of each type have been revised for the years 1940 
to 1946, inclusive. 

Copies of the 1947 Retail Credit Survey, which contains 

separate data for nine trades, may be obtained on request 
from the Division of Administrative Services, Board of Gov- 
ernors of the Federal Reserve System, Washington 25, D. C. 
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the same magnitude as, or less than, prewar levels. 
Sales of all durable goods stores rose 38 per cent during 
1947 and accounted for nearly 25 per cent of total re- 

tail transactions, according to Department of Commerce 

estimates. During the war years the durable goods stores 
made up only about 15 per cent of total sales volume in 
contrast to 28 per cent in 1941. 
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A slight rise in the percentage of durable goods 
sold on an instalment basis also contributed to the in- 
crease in total instalment sales. Retail Credit Survey 

data show that instalment sales at durable goods stores 

made up a larger proportion of the total in 1947 than 
in 1946. 

Despite the record level of instalment sales in 1947, 
sales of this type wére small relative to their prewar 

importance in the total retail sales volume. With dis- 
posable income at peak levels and an_ unprecedented 
amount of liquid assets available to consumers, there is 

less use of credit in buying durable goods today than there 
was before the war. Increases in the demand for credit 

Miss Elsie T. Nelson has been in charge of the compilation 
of the various national summaries and in addition has prepared 
several analyses of the individual trades included in the final 
published report mentioned below. The survey by Katharyne 
P. Reil—which is the sixth consecutive annual study of credit- 
granting retail stores conducted by the Board of Governors of 
the Federal Reserve System and the Federal Reserve banks— 
was under the general supervision of Bonnar Brown, Assistant 
Director of the Board’s Division of Research and Statistics, 
and the immediate direction of Clarke L. Fauver of the Board’s 
staff. The individual store reports were collected and district 
data tabulated by the staff of each Reserve bank. 

The 1947 survey covers nine trades and is based on data 
from 8,650 stores, all of which transacted a part of their busi- 
ness on credit. The excellent response to this year’s inquiry 
resulted in an increase of 34 per cent in the number of stores 
included. Totals include concerns which submitted consolidated 
reports for multiple units which could not be classified by size, 
or in some cases, by Federal Reserve districts. 
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should occur as more people with small or no holdings of Instalment sales of all nine trade groups expanded 

liquid assets come into the market for durable goods. considerably during 1947. Less pronounced gains were 

Cash and charge-account sales reached new high levels recorded for charge-account sales of seven kinds of busi- 

in 1947, but there was a decline in the relative impor- ness covered, while sales of the other two, jewelry stores 

* tance of cash sales. On the other hand, the proportion and automobile tire and accessory stores, were roughly at 

of charge-account sales continued to increase. 1946 levels. The dollar volume of cash sales increased 

els. 7 he course of retail sales at the nine kinds of credit- only at the three kinds of outlet experiencing the largest 
. gre x stores y : Survey os ing granting stores covered by the Retail Credit urvey total sales gains in 1947. 
in varied considerably in 1947. As in 1946, the largest in- 

—_ creases occurred at outlets handling major durable goods, Widespread Use of Credit in 1947 
as ut the rate of growth for sales of these establishments The more widespread use of credit in 1947 was ap- 
te was less marked than a year earlier. Automobile dealers : pee ae ial 
> in ¥” ee parent in the distribution of sales by type of transaction. 

sales were up more than 50 per cent from 1946, bringing : : . , 
‘ > a In all nine kinds of business, instalment sales accounted 

the total to the highest level in history. The year-to-year , 
. . for a larger proportion of the total than a year earlier, 

gain at household appliance stores amounted to 40 per hth 1 shif 4 i. és 
. : with the most pronounced shifts evidenced in_ those 

LARS cent and at hardware and furniture stores, many of . I . Pa ; 
) 120 : ‘ ie ; ae si ¥ . : alee an 
| which are now handling some appliances, to 17 per cent designated as durab e goods paneer ’ oe peey oe 

and 15 per cent, respectively. Of the durable goods household appliance outlets instalment ae rose 
> groups included in the survey, only jewelry stores re- from around one-fourth of all sales in l 46 to approxi- 

ported a perceptible decline in sales in 1947. Automobile mately one-third in the following year. Sales of this type 
| . ° : : ¢ ~ ° ' "~ eee , | tire and accessory stores showed little change. doubled in importance at automobile tire and accessory 

stores but still accounted for less than one-sixth of the 

Tose Little Change in Total Dollar Sales Volume total. The growing importance of instalment transac- 

J For credit-granting stores selling primarily nondurable tions was usually accompanied by further gains in the 
| goods, there was little change in total dollar sales volume relative position of charge-account sales. Automobile 
j 60 between 1946 and 1947. Men’s clothing stores reporting dealers, automobile tire and accessory stores, and house- 

| in the survey showed a 6 per cent increase in sales while hold appliance stores reported some decline in the pro- 
| women’s apparel stores indicated a 1 per cent decline. portion of open-credit sales. Automobile dealers reported 

+ 40 The 7 per cent rise in total sales of reporting department an upward shift in cash sales, but this may reflect their 
| stores resulted in large part from further sharp expan- method of handling instalment paper sold.’ 

sion in business transacted in major household appliances From data reported in the 1947 survey, sales experi- 
20 and increased activity in floor coverings, silverware, and ence was generally more favorable among the larger 

housewares. Percentage changes from 1946 to 1947 in stores than among the smaller outlets but the variation 
sales of the credit-granting retail stores covered in the eras I 
ae ct . ; 2At a few stores customarily selling all instalment paper as survey and a percentage distribution by type sale < Re ; y, 

. ae P 7 age listr ” - by type of sale are soon as it is written, sales of this type are entered on the books 
shown in Table 2. Since data in this table are based on as cash transactions since total payment is received by the re- 
sales of credit-granting stores only, the proportion of sales tailer at the time of the sale. Therefore, cash transactions of 

oods transacted on a credit basis is larger than if all nite automobile dealers and perhaps of household appliance stores 

. in- a ares wk SS TS ERECT CON SF AE stOres mm may be somewhat overstated with a compensating error appear- 
each kind of business were covered. ing in the instalment segment. 

rvey me : 
‘ores TABLE 2 

than RETAIL SALEs BY TYPE OF TRANSACTION AND BY KIND OF BUSINESS 

Stores reporting in 1947 Retail Credit Survey 

947, : es a ; tig ‘ 
-war PERCENTAGE CHANGE, 1946-47 | PERCENTAGE OF TOTAL SALES, 19472 

dis NUMBER OF = ‘ ae | 
> KIND OF BUSINESS 57 7S }E- NSTAL- 

nted hw se “1 TOTAI CASH pone sont aaaee | casH CHARGE | INSTAL- 
nte peated SALES SALES a an “it | ACCOUNT MENT * SALES | SALES | re is ? 
there a ae 1,755 a (3) +13 + 54 57 } 35 8 I 
redit Men’s clothing stores________________- 546 + 6 =—% +20 + 48 | 59 38 

: Women’s apparel stores__________---- 558 <a = -_ + § +20 | 48 49 3 

— Sh EE Lee Tne 1,273 +15 | -8 +20 + 26 23 18 59 
oo Household appliance stores..____.__-_- 892 +40 +18 +39 + 78 35 33 32 
fina Jewelry stores_...________- scieathne 525 -5 || -19 (3) +18 | 44 24 32 

aryne 

se Hardware stores_____________________ 793 +17 1} + 7 +26 | + 51 49 47 4 

nk a Automobile dealers__________________- 1,161 | +55 1] +59 | +36 | + 79 64 | 22 | “14 

Coal Automobile tire and accessory stores__- 1,140 (3) -11 4 +111 | 48 38 14 
istan ‘ — a - — = — — — 

istics, 'The extent of coverage in the various trade groups is indicated by the following comparisons of the sales volume of the reporting 
yard’s credit-granting stores with the estimated total sales volume of all stores for each trade: Department stores, 64 per cent; furniture 
istrict stores, 16 per cent; men’s clothing stores, 15 per cent; automobile tire and accessory stores, 10 per cent; women’s apparel stores, 9 

per cent; jewelry stores and automobile dealers, 8 per cent; hardware and household appliance stores, 6 per cent. Because there 
data were more than 500 stores in each trade group, it is believed that even this degree of coverage affords reliable indication of trends. 
busi- Related to the sales of credit-granting stores only, sample coverage would be considerably larger. 

quiry 2Since the survey is composed of credit-granting stores only, the proportion of total sales transacted on credit is larger than it 
stores would be if all stores were included. 

dated ‘Less than one-half of 1 per cent. 
y size, one ° ° . . . . 

*The proportion of instalment sales reported by automobile dealers is believed to be substantially understated because of the ac- 
counting methods used in handling instalment paper sold. 
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by size was not marked.* In those trades in which credit- 

granting multi-unit operations are widespread, the tend- 
ency was for the total amount of credit sales to increase 
more rapidly than for establishments with only one outlet. 

The dollar volume of charge-account sales transacted 
at all retail establishments continued to increase in 1947 
but at a somewhat less rapid rate than a year earlier. 
Sales of this type during 1947 are estimated at 23 billion 

dollars, the highest figure on record. Nearly all of the 

nine kinds of business covered by the survey shared 
this gain, with the largest percentage increases again re- 
ported by household appliance stores and automobile 
dealers. Nevertheless, these two groups transacted a 
smaller proportion of their total business on a charge- 

account basis in 1947 than in either of the two preceding 
years. 

For trade as a whole, charge-account sales 
amounted to nearly one-fifth of the total volume of trans- 
actions in 1947, the highest proportion since 1942. The 
preferential treatment accorded charge-account customers 

in the distribution of scarce items had brought about some 
increase in the use of this type of credit in 1946. After 
removal of wartime restrictions on open-credit accounts 

near the end of that year, many stores in the general mer- 

retail 

’Reporting firms are classified as small, medium, and large 
on the basis of 1947 annual sales volume. These classifications 
have different meanings for the various kinds of business. The 
size range for each is indicated below: 

|  S$MALL MEDIUM | LARGE 
KIND OF BUSINESS | 

| (1947 annual sales. In thousands of dollars) 

chandise and apparel fields reinstated the 90- and 120- 
day credit plans they had used before. The increased use 
of charge accounts in 1947 appears to have been as 
prevalent at small-size stores as at the larger ones, but 
the larger stores continued to make a greater proportion 

of their total sales on this basis. 
End-of-year charge accounts receivable increased from 

1946 to 1947 at all kinds of business included in the sur 
vey. Generally, the rate of growth in receivables ex- 
ceeded the percentage gain in annual charge-account sales. 

From the average collection periods for the various 
trades, as is shown in Table 3, it is clear that the trend 

during 1947 was toward slower collections than in 1946. 
There were three trade groups for which the indicated 

repayment period for charge accounts passed the 60-day 
mark—furniture, men’s clothing, and women’s apparel 

stores. None of the trade groups reported periods as long 

as this in 1946. 

Average Collection Periods for 1946-1947 

The differences in average collection periods for 1946 

and 1947 amounted to about a week at all kinds of busi- 
ness except hardware and household appliance stores. The 
largest increases (8 days) were reported by women’s ap- 

parel, furniture, and jewelry stores. Available figures for 

the early months of 1948 point to a further gradual de- 
cline in the collection ratio on so-called 30-day accounts, 
but there is no evidence of an immediate return to the 
slow rates prevailing at some retail outlets before the war. 

Instalment sales of all retail establishments showed a 
further sharp rise in 1947. In that year, as in the pre- 

Department stores |Under 1,000|1,000 to 10,000|10,000 and over ceding one, the increase might have been greater had 
Men’s clothing passenger cars and some major appliances been more 

stores. .--.----.- Under 250] 250 to 1,000] 1,000 and over readily available throughout the year. By the close of 
Women’s apparel 1947 | household sliances % f ; | stores..-.--..--- 250| 250 to 1,006] 1,000 and over most household appliances except refrigerators an¢ 
Furniture stores___|Under 200! 200 to 500) 500 and over stoves were in fair supply but immediate delivery on some 

Household appli- brand-named merchandise was not offered in many parts 
ance stores__._-- lUnder 100; 100 to 250 250 and over . . : : 

Jewelry stores_...\Under 100] 100to $001 $00 and over of the country. Slow deliveries of automobiles continued. 
Hardware stores__|Under 100} 100 to 500] 500 and over The 1947 instalment business of automobile dealers 
Automobile deal- = ; and household appliance stores was more than three- 

el nth dccinintedicbanicl 250| 250 to 500 500 and over PP ° . : Automobile tire fourths greater than in the preceding year. These gains 
and accessory | may be attributed not only to increased sales of new 

_Stores-------.---|Under _50!__50 to 100! __ 100 and over durable goods but also to a greater turnover of used 

TABLE 3 , 

RETAIL ACCOUNTS RECEIVABLE 

Gtaees eepenting in 1947 Retail Credit Survey 

PERCENTAGE CHANGE IN : INSTALMENT PAPER 
ACCOUNTS RECEIVABLE TT ACCOUNTS RECEIVABLE — SOLD AS PERCENTAGE OF 

DURING 1947 a : INSTALMENT SALES 

KIND OF BUSINESS CHARGE ACCOUNT 7 INSTALMENT 
CHARGE INSTAL- (IN DAYS) (IN MONTHS) 
ACCOUNT MENT salle 1947 1946 

1947 | 1946 1947 | 1946 

Department stores..--------._--__--..| +19 + 74 ss.Cti‘|t(tsté‘és#O# 10 | 9 1 1 
Men’s clothing stores__.-_- eee +29 + 68 64 59 7 | 7 (1) (2) 

Women’s apparel stores__._.-__-- +16 + 24 | 63 55 6 5 4 3 

Pasmeate stéres.............. elena +37 + 47 65 57 | 9 x 2 2 
Household appliance stores_- ane +41 +104 | 47 46 | 8 6 10 8 
SN I as ce crc cs anak icew are an +15 +56 | 57 49 9 6 (?) (?) 

LE a ee +31 + 61 52 51 10 8 21 16 
Automobile dealers.._--- peliadinenieS +16 +106 34 40 13 10 48 48 
Automobile tire and accessory stores___! + 9 +176 43 38 : 3 4 pi es 1 1 

1No instalment paper sold. 
2Less than one-half of 1 per cent. 
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durable goods. In the case of automobile dealers, large 

repair costs on existing cars, including installation of new 

engines, also contributed to sales volume. Increases in 

several kinds of business may have been stimulated to 
some extent by tie-in sales required for procurement of 
scarce durable commodities. Instalment sales of furniture 
stores increased only 26 per cent during 1947, but they 

accounted for three-fifths of all sales at credit-granting 

furniture stores. 
Rising prices and the increasing promotion of budget 

accounts have encouraged more consumer purchases of 
nondurable goods on an instalment basis. At men’s cloth- 
ing stores instalment sales were half again as large as in 
1946 and at women’s apparel stores they rose about one- 
fifth above the level of the preceding year. Nondurable 
goods stores, however, still transact a relatively small part 
of their total business on extended credit terms. 

Gains in instalment sales in 1947 were accompanied by 
a more than proportionate rise in year-end receivables. 
Eight of the nine kinds of business covered in the survey 
reported a slower rate of repayment for instalment in- 
debtedness in 1947 than a year earlier. This slackening 
reflected the effect of somewhat longer maturity provisions 
in original contracts plus some possible slowdown in col- 
lections. At automobile dealers the average length of 
time required for paying off instalment accounts was 
nearly one-third longer than in 1946. The average period 
for liquidating indebtedness was extended also at house- 
hold appliance and furniture stores. 

Instalment Collection Rate in Jewelry Stores 

For several years jewelry stores have reported a rela- 
tively fast collection rate on instalment accounts. Repay- 
ment of accounts at these stores rose to nine months in 
1947, percentage-wise the largest change recorded in the 
survey. In the nondurable goods stores only a slight in- 
crease in the liquidation period was evident. 
Among retail establishments which normally sell at 

least some of their instalment paper to banks or to sales 
finance companies, there was a tendency during 1947 to 

sell slightly larger proportions in relation to total instal- 
ment sales than during the preceding year. Automobile 
dealers indicated that they sold paper equal to nearly 
half of their total sales, but it is believed that for re- 

porting purposes the accounting methods used in handling 
down payments and trade-ins on cars understate the pro- 
portion of paper actually sold. 

The corresponding ratio for household appliance stores 
was 10 per cent in 1947 as against 8 per cent in the pre- 
ceding year, which showed that, as the volume of instal- 
ment sales increased, they were following the practice 
of selling a greater proportion of their paper. Hardware 

stores reported the sale of paper amounting to approxi- 
mately one-fifth of their total instalment sales during 
1947, substantially above the ratio for the preceding 
vear. It is evident from Table 3 that only a relatively 
small share of the instalment paper held by other types 
of retail trade was disposed of, and no paper was reported 
sold by the men’s clothing stores included in this survey. 

As in previous years, the size of the store had a direct 
effect on the proportion of instalment paper transferred. 

Generally the smaller the store the greater the share of 
paper it sold, reflecting primarily the limited capital 
resources of the smaller stores. This was true for nearly 

all trade groups. 

One of the important additions to the current Retail 
Credit Survey was the collection of data on the bad-debt 
loss experience of the various kinds of retail outlet. This 
was the first time such information had been obtained 
from the participating respondents other than depart- 
ment stores since the 1940 survey, which was conducted 

by the Department of Commerce. 
Although the loss ratios for most lines of business were 

still well under the prewar levels, the charge-offs during 
1947 tended to be somewhat higher than in the preceding 
year. This was particularly true for sales made on a 
charge-account basis, where it was found that jewelry 

stores were the only group to report a lower bad-debt-to- 
sales ratio than in 1946, and even here the decrease was 
only fractional. The trends for instalment accounts were 
mixed, as is shown in Table 4. Five trade lines showed 
higher bad-debt losses, three indicated lower ratios, and 
hardware stores reported no change from the preceding 

year. 

Analyzing the charge-offs on charge-account balances, 
it was found that only one trade group—men’s clothing 
stores—reported losses amounting to as much as one-half 
of 1 per cent of total charge-account sales. Jewelry 
stores showed the next highest bad-debt loss ratio, fol- 
lowed by hardware stores. Automobile dealers and 
women’s apparel shops wrote off amounts approximating 
one-third of 1 per cent of their total charge-account sales. 
Household appliance outlets had the smallest write-off 
(.29 per cent), but this was only slightly better than the 
record of automobile tire and accessory, furniture, and 

department stores. 

Generally speaking, most retailers charged off as bad 
debts a slightly higher proportion of their instalment sales 

than they did of their charge-account sales. 
Of those stores reporting their bad-debt experience on 

instalment sales, the men’s clothing and jewelry stores 
again ranked highest, from the standpoint of the ratio of 
charge-offs to total sales of this type. These retailers re- 
ported bad-debt losses in excess of 1 per cent of total in- 
stalment sales. Next in line were automobile tire and 

accessory, furniture, women’s apparel, and department 
stores, the ratios of which were between one-half and | 

TABLE 4 

Bap Dest Losses sy Kinp OF BUSINESS 

Stores reporting in 1947 Retail Credit Survey 

BAD DEBT 
TOTAL BAD LOSSES ON pe yn 
DEBT LOSSES CHARGE enepenadnut 

AS PER- ACCOUNTS AS ACCOUNTS AS 

KIND OF BUSINESS pangehcnin PERCENTAGE | ERCENTAGE OF TOTAL OF CHARGE- | (oF iwsTAL- 
CREDIT SALES ACCOUNT sane? Ganne 

SALES 

1947 | 1946 | 1947 | 1946 | 1947 | 1946 

Department stores_.-| .34 | .26 30 | .21 55 | 40 
Men’s clothing stores| .56 | .43 51 | .38 1.48 | 1.46 
Women’s apparel 
DR iccindiiccasace 34 1 27 33 | 25 .61 48 

| 

Furniture stores___-_- .51 | .50 30 | 28 65 .67 
Household appliance 
CNT neciiewent un 26 i 29 | .23 21 .23 

Jewelry stores__._--- 98 | .86 46 | 47 1.49 | 1.30 

Hardware stores___-- 46 | .39 44 37 36 36 
Automobile dealers_.__| .24 | .26 34 | .32 14 15 
Automobile tire and 
_accessory stores....| .43 | .24 30 | .23 $2 .60 
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per cent. Below this level were hardware stores, house- 

hold appliance outlets, and—with the smallest loss ratio 
—automobile dealers. 

Although the figures are not directly comparable be- 
cause of the differences in the composition of the sample, 
it is interesting to compare the 1947 experience with that 

reported by similar trade lines in prewar 1940.‘ In de- 
partment store charge accounts, for example, bad-debt 

lusses in 1940 were reported as equal to .21 per cent of 

total charge-account sales; during the past year, as indi- 

cated above, the ratio was .30 per cent. The women’s 
apparel shops showed a slightly higher percentage of 
losses during 1947 than in 1940. For furniture, hard- 

ware, jewelry, and men’s clothing stores the loss experi- 
ence on charge-account sales in the current survey was 
somewhat lower than during the prewar period. On the 
other hand, the bad debts written off by automobile deal- 
ers, automobile tire and accessory stores, and household 

appliance stores were substantially less in proportion to 

sales in 1947 than they were in 1940. 

The picture for instalment bad-debt losses has some- 
what the same mixed characteristics: some _ retailers 

(automobile dealers and men’s clothing stores) reported 
higher loss ratios during 1947 than they did in 1940; 
in contrast, the bad debts accumulated by automobile tire 

and accessory, furniture, household appliance, jewelry, 
and women’s apparel stores were well below the levels 
of the earlier period. 

From the data reported in the 1947 survey, it is ap- 
parent that there is a well-defined relationship between 
the size of the retail outlet and the ratio of its bad-debt 

losses to total credit sales. Without exception, the high- 

est percentage of losses in each trade group was shown 
by those stores with the smallest annual volume of sales; 
and conversely with only two exceptions, the lowest ratio 
of charge-offs to total credit sales was found among those 

stores with the highest annual volume of sales. This may 

be explained by the more highly developed credit depart- 
ments in the larger stores, which usually employ people 
especially trained in credit matters, maintain detailed 
records of past credit experience, and have a systematic 
procedure for checking credit records and following up 
delinquent accounts. 

With the production of most consumers’ goods, both 
durable and nondurable, at or above prewar levels, re- 
tailers were concerned during 1947 with rounding out 
inventory positions so as to achieve a better balance of 
goods on hand. This process resulted in larger stocks for 
practically all types of credit-granting stores, as is shown 
in Table 5, but the increases were by no means com- 
parable with those registered during 1946. Higher prices 
were an important consideration in the inventory increases 
which were, of course, reported on a dollar basis. After 

allowance for these changes, the physical volume did not 
show material gains except in those lines where scarcities 
still existed in the early months of 1947. In spite of the 
higher prices, small declines in inventory balances were 
reported in some lines. 

At the beginning of 1947 the most serious deficiencies 
in the supplies of consumers’ goods existed in the field of 

durables such as automobiles, refrigerators, washing ma- 
chines, vacuum cleaners, and ranges. It is natural there- 

4U. S. Department of Commerce, Retail Credit Survey— 
1940. 
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fore that, among credit-granting stores in the nine types 
of business, inventories of household appliance stores and 

automobile dealers should show the largest percentage 

gains during the past year, 50 per cent and 34 per cent, 
respectively. These same retail outlets had reported some 
of the highest increases during 1946, as well. Credit- 

granting hardware stores, which likewise were affected 

by the slower return of hard goods, showed a gain of 26 

per cent in their inventories in 1947. Furniture stores 

reported a 15 per cent increase in their stocks over the 
12-month period, which was only about one-fifth the gain 

shown in the preceding year. 
Of those stores included in the Retail Credit Survey 

which handle primarily soft goods, the largest rise in in- 
ventories, 27 per cent, was shown by men’s clothing stores. 
The over-all total of merchandise on hand in department 
stores was reported to have increased 5 per cent from 
December 31, 1946 to December 31, 1947, but data 

available from the regular index of department store 
stocks compiled by the Board of Governors indicates that 
the trends within individual departments were mixed, and 

tended somewhat to follow the pattern of the correspond- 

ing trade groups. 

TABLE 5 

INVENTORIES BY KIND OF BUSINESS AND BY SIZE OF STORE 

Stores reporting in 1947 Retail Credit Survey 

INVENTORY TURNOVER IN 1947 
PER- yaa : w * BY SIZE OF STORE! 
CENT- 

AGE 
KIND OF BUSINESS | CHANGE ; NOT 

DUR- ME- CLASSI- 
ING | TOTAL |/SMALL| Diy, | LARGE | FIED 

1947 ; BY 
SIZE 

Department stores + § 4.8 3.9 5.0 5.2 | 4.2 
Men’s clothing 
Se eee 27 4.0 2.9 3.7 4.8 3.9 

Women’s apparel 
ING cc acliesiaakcachianh 4+ 5.1 4.3 5.1 5.1 5.1 

Furniture stores___| +15 | 3.0 2.5 | 2.9 3.0 | 3.1 
Household appli- 
ance stores_____- +50 4.0 3.5 4.5 4.3 3.8 

Jewelry stores__-_- 1 1.8 14 | 1.7 1.7 | 2.0 

| | | 

Hardware stores__| +26 | 3.4 a6 | 33 $7 | BS 
Automobile dealers| +34 9.7 || 6.1 7.9 10.4 | 10.4 
Automobile tire | 
and accessory , } 
SEN +21 4.0 2.8 | 3.0 4.0 | 4.4 

'For basis of size classification, see footnote 3, p. 6. 

Nore.—Figures in this table are based on inventories at re- 

tail prices. 

The only kinds of business covered by the survey to 
report lower inventories at the end of 1947 than a year 
earlier were jewelry and women’s apparel stores, which 
showed declines of 1 per cent and 4 per cent, respectively. 

Even though the inventory increases for all trade lines 
were considerably less than they were in 1946, turnover 
statistics indicate that stocks were accumulating some- 
what faster than sales, and consequently five of the nine 
trade groups showed lower turnover ratios than in the 
preceding year. The only exceptions to this trend were 

automobile dealers, which reported an abnormally high 
turnover rate of nearly 10 times, and women’s apparel 
stores. The most significant declines in turnover rates 
were shown by men’s clothing and automobile tire and 
accessory stores. Department and furniture stores indi- 
cated no change from their 1946 rates. wk 
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The Credit Clinic 
A REPORT of some of the questions asked and answered at The Credit 

Clinic held in connection with the International Credit Conference, 

National Retail Credit Association, Banff, Alberta, Canada, June 7-10, 1948 

J. Gordon Ross, Chairman, Rochester Gas & Electric Corp., Rochester, N. Y. 

Panel 
Banking and Finance 

O. W. Frieberg, American Trust Company, San 

Francisco, California. 
Paul M. Millians, Commercial Credit Corp., Balti- 

more, Maryland. 
Keene M. Wolfe, Michigan National Bank, Battle 

Creek, Michigan. 

Consumer Credit Education 
Sam A. Ivey, Pizitz, Birmingham, Alabama. 

Harry O. Schultz, Credit Bureau of Calgary, Cal- 

gary, Alberta. 

Credit Bureaus 

E. DeWitt, Seattle Credit Bureau, Seattle, Wash- 

ington. 
Thos. Downie, Retail Credit Grantors Bureau, 

Ltd., Vancouver, B. C. 
Gordon W. Gray, Cleveland Retail Credit Men’s 

Company, Cleveland, Ohio. 

Department and Apparel Stores 

Dean Ashby, J. L. Brandeis & Sons, Omaha, 

Nebraska. 

A. G. Wilson, The Robert Simpson Co., Ltd., 

Toronto, Ontario. 

Clarence E. Wolfinger, Lit Brothers, Philadelphia, 

Pa. 

Installment 

M. A. Davis, Hartney Company, Ltd., Montreal, 

Quebec. 

Harry A. Hartford, Paine’s of Boston, Boston, 

Mass. 

National Legislative Activities 

Joseph A. White, Harris Stores Co., Pittsburgh, 
ra. 

Banking and Finance 

What terms are considered standard for the pur- 
chase of: A. New and used cars? B. Furniture 
and house furnishings? C. Electric refrigerators? 
D. Washers and Ironers? E. Radios and F. Electric 
ranges? 

Mr. Millians: “Competition is going to decide 

terms. I speak of the experience in the Commercial 

Credit Co. Our current terms are as follows: New 

cars, 331/3 per cent down, 24 months; Used cars, 

postwar production, 331/3 per cent down and 18 
months; Older used cars, prewar production, 40 per 

cent down and 12 months; Electric refrigerators, 

10 per cent down, maximum of 24 months; Washers 

and Ironers, 10 per cent down and 18 months; Radios 

selling for less than $150.00, 12 months—selling 
above $150.00, maximum of 18 months—down pay- 
ments are 15 and 25 per cent respectively; and 

electric ranges, 20 per cent down, maximum of 18 

months.” 
Mr. Frieberg: “In California we have been suc- 

cessful in obtaining larger down payments. The 

down payments required on new and used auto- 

mobiles are the same as those mentioned by Mr. 

Millians. We do some furniture and home furnish- 

ings financing where we ask for a 20 per cent down 

payment. For example, on electric refrigerators, 

we ask a minimum of 25 per cent and a recom- 

mended of 33 per cent, and this applies to all of our 

electric consumer durable goods. On radios we ask 

a 20 per cent down payment with a maximum term 

of 12 months, unless the price of the radio is not 
above $150.00.” 

Is it anticipated that there will be a drop in the 
values of automobiles, furniture, and appliances? 

Mr. Millians: “In long range consideration there 

will be a definite price decline. Our immediate con- 
cern is whether it is going to come with a quick 

thud or whether it is going to be stretched out over 
a period of time. Let us hope that the price decline 

which must inevitably come will be a gradual de- 

cline without too many consequences that will 
damage our credit structure.” 

Are heavier credit losses anticipated in 1948 than 
last year? 

Mr. Frieberg: “That again is a question which 

has some of the elements of prophecy in it. 

Naturally we do not believe that credit losses are 
going to be higher in 1948 than they were in 1947. 

Those persons who are being realistic expect losses 
to be higher in the following year, always, unless 

conditions are particularly favorable. At a time 
when conditions are favorable precaution should 

then be taken, as price spiral continues upward, to 

protect ourselves against the losses and against the 
difficulties in the collection of those contracts that 

may be written as the spiral turns downward. We 
must protect ourselves, therefore, against losses in 

1949. A greater precaution should be taken in the 

extension of credit by selecting our credit risks 

more carefully, and insuring the final consummation 
of the sale by adequate down payment and terms 

which will not permit excessive buying by the pur- 

chaser.” 

Has there been a rise in delinquency ratios in the 

past four months, and if so, what types of loans 
have shown the most unfavorable experience? 

Mr. Frieberg: “Judging from the experience of 
banks in the past four months there has been a 

definite increase in delinquency ratios. That de- 
linquency does not appear in any one particular 
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group of loans and it is not particularly disturbing. 

However, it is a definite indication that the average 

consumer is not facing the necessity of readjusting 

his standard of living to harmonize with the pres- 

sure of rising prices. I believe they will begin to 
face it when delinquencies in payments appear and 

make it necessary, in some cases, to consolidate the 

indebtedness. We have checked our delinquent 

loans carefully and found nothing particularly dis- 

turbing except this pressure of prices on the stand- 

ard of living. The collection policy in banks is 
possibly not as insistent as that of a consumer 

credit agency handling installment sales paper en- 
tirely. There is a danger there in not following up 

delinquencies promptly. The only exception to this 

rule could be when you are well acquainted with 

the circumstances of the default in each case.” 

To what extent should the average retailer who 
borrows be required to submit an age analysis of 

accounts receivable? 

Mr. Wolfe: “If I were financing any accounts 

for any retail store, I certainly would want to check 

his books periodically, and see that he has no aged 

accounts on his books. It has been truthfully said 

that any account that becomes over 30 days old is 

getting in a bad condition. They then run 60 days, 
and the ferst thing you know you are paying 50 per 

cent for the collection of these old accounts. Cer- 

tainly we would not want to be flooded in the bank 

with a portfolio filled with accounts that are long 
past due, only to have the examiner come through 
and fine-check these and have to charge them off of 
our books. So, it behooves every banker to check 
accounts periodically in the offices of the retailers, 
stamp their accounts and see that they are up-to- 

date. If they cannot, have them replaced with new 

accounts which are current, and if this cannot be 

done, ask them to pay the loan off.” 

Credit Bureaus and Collection Service 

What is the responsibility of the credit manager 
in speeding up bureau service? The bureau man- 
ager? 

Mr. Gray: “The responsibility of the credit 

manager in speeding up bureau service is equal to 

that of the bureau manager. If one does not co- 

operate with the other, the other is going to lose.” 

What are the disadvantages of using in-file in- 

formation instead of having records brought up to 

date? 

Mr. Gray: “In Cleveland we use in-file informa- 

tion a great deal. It has no disadvantages there be- 

cause we do a splendid job public-record wise, news- 
paper wise, court wise, and we receive splendid co- 
operation from our 2,452 members. Therefore, you 

can see that there is a considerable amount of in- 

formation flowing into our Bureau continually and 

when someone calls for in-file information they get 

up-to-date information. The disadvantage, of 

course, is that credit managers have different prob- 
lems before them and, in some cases, in-file informa- 
tion will not be sufficient.” 

Mr. DeWitt: “It is true that in many cases, in- 

file information is not advisable, especially when 

the information has not been checked up recently. I 
do feel that all types of public records must be in- 

cluded and, when requested, we check up on the 

trade. If we attempted to check all of our records 
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periodically it would be impossible because of the 

work involved. The percentage of requests at this 

time for in-file information is about the same as 

before the war, which indicates that the files are 

pretty well up to date.” 

Is it possible to answer credit bureau inquiries 
without undue delay, and, what should be the 

average time? 

Mr. Gray: “Our messengers make four to five 

trips daily to main subscribers. We will send an 

inquiry to that store and receive a reply on the 

second trip following. The elapsed time is only a 

few hours.” 

Department and Apparel Stores 

Many stores age accounts receivable, monthly. 

What are the advantages and disadvantages? 

Mr. Wilson: “We age our overdue accounts by 

months. It gives us a complete picture of our over- 

due situation. We age them from one to six months 

and over. Probably all of you do as we do and keep 

a record of our overdue percentage, which is made 
up from the ratio of our outstanding to our over- 

due accounts. I feel that it has many advantages 

and little disadvantage, because we can watch the 

overdue situation. If figures are up on accounts 

three months overdue we expect our collection de- 

partment to give them more concentration. I do 

not know of any real disadvantages to aging ac- 

counts receivable monthly.” 

Should charge account promotion be under the 
supervision of the credit manager or the advertising 
or publicity manager? 

Mr. Wolfinger: “I think it all depends on the 

size of the store. It is profitable to have the sales 

promotion under a separate department, a new busi- 
ness department. That department should be under 

the supervision of the credit manager. All sales- 

promotion work should be guided by the credit 

manager but, if you put it into the hands of the 
credit manager entirely, he is likely to neglect sales 
promotion at a time when he is busy with other 

matters. Sales promotion, to be successful, should 
be a continual process. When it is in the hands of 

some other department who has the exclusive oppor- 
tunity to work on it continuously, but under the 

supervision of the credit manager to make it click, 

it is a whole lot better.” 

Should the credit manager discourage the adver- 

tising of terms? : 

Mr. Hartford: “He should not discourage it. He 

should play a prominent part in it. When the store 

policy is discussed, the credit manager should cer- 

tainly express himself at that time as to what he 

thinks are sound terms at that particular period of 
the year; also taking into consideration the com- 

petition the situation presents.” 

Should a customer be requested to come to the 
credit office for the purpose of discussing a past-due 

account, or one on which purchases have been ex- 

cessive? 

Mr. Ashby: “Whenever possible you should avoid 

asking a customer to come to the office. Place your- 
self in the position of the customer in the store 
when asked to come to the office and you will have 

some idea of the embarrassment that must take 

place 
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place in his mind as well as that of the salesperson. 

Many times you can word your request in ways that 

would not cause this embarrassment. When you 

ask a customer to come to the office, endeavor to give 

them the idea that there is a question about the 
account; usually it is a past-due condition. There 
are occasions where no other procedure can be 

followed. After you have made the request to them 

by telephone and correspondence that they get their 

account in shape and they apparently pay no atten- 

tion to you, your only alternative is to ask them to 

come to the office to discuss it with you.” 

What should be considered a satisfactory response 
to an average direct mail solicitation within your 

own city? Within a radius of fifty miles of your 
city? 

Mr. Wilson: “That is a difficult question to 

answer. It depends on the aggressiveness of your 

solicitation, the size of your store, and the class of 

customers. It seems to be the consensus of opinion 

that if you draw from two to five per cent results on 

your solicitations it would be a fairly good average. 

Certain types of solicitation may bring a higher 

percentage to some.” 

Is there an increasing demand for revolving credit 

accounts and what is the effect on regular charge 
account sales? 

Mr. Wolfinger: “I think revolving credits, sweep- 

ing the country, will continue to be a big factor in 

credit sales for a long while to come. Most cus- 

tomers like revolving credit. It has all the advan- 
tage of the charge account and many of the dis- 
advantages are removed. It is a wonderful oppor- 
tunity to extend credit to single people. Some 

stores in New York have given it the glorified name 

of Career-Girl account. The customers like it. The 

psychology of it is wonderful from a customer’s 

standpoint. The customers are eager to make their 
monthly payments on their revolving credit so they 

can go downstairs and buy and charge some more 
purchases, and I think it will continue to increase. 
Do not be surprised to see it eventually equal the 

business as put on regular charge accounts. As far 

as affecting regular charge accounts is concerned 
it may have some effect, but you have two distinct 

classes of customers and there is always the possi- 

bility of switching the revolving-credit customer 

over to the charge account and turning the charge- 
account customer over to the revolving-credit ac- 

count.” 

What method is followed in the handling of N.S.F. 

and no-account checks? What results? 

Mr. Ashby: “There is no standard practice as all 

are individual cases.” 
Mr. H. W. Kengla, Albert Steinfeld Co., Tucson, 

Ariz.: “In our city, the merchants have gotten to- 

gether and provided a fund for the purpose of 
having the police department set up an identifica- 

tion bureau. When a person gets a statement from 

the bank that there is an N.S.F. or no-account check, 
he also receives a card of explanation to call on the 
police department to be photographed and finger- 
printed so they can carry it around with them for 
identification. It makes it easier for banks and 

merchants to identify people in this manner. We all 
know that the person who is not on the honest side 

is not going to allow himself to be fingerprinted. 
This method has not been in effect very long in 

Tucson but police department figures show that 
losses each year in bad checks they knew about 
amounted to $50,000, and perhaps a greater amount 

if they knew about the ones not reported. The 

merchants figured that it would be economical for 

them to find some method of preventing bad checks 

and this is the method used. We think it works 

all right.” 

Has there been an increase in fraud buying, bad 
checks and skips? What is the cause? 

Mr. Wolfinger: “Yes, there has been an increase 

in fraud buying and I would assume that the cause 

of it is because in the last few years there has been 

an era of easy money. I do not have to tell you that 
it is difficult to get people to do a day’s work for a 
day’s pay. People want something for nothing and 

have the same tendency to see how much more they 

can get for doing how much less. I feel sure that 
this theory of something for nothing is the greatest 
contribution to the fraud purchases that we are now 
having and will continue for a while to come.” 

What are the most important principles in con- 
nection with the credit interview? 

Mr. Wilson: “It seems to me that one of the main 

principles is first of all courtesy; tact is indeed im- 

portant in any credit interview. It is also necessary 
to secure complete answers to all questions on the 
application and get them as accurate as possible.” 

Are new account customers accommodated with 
original take-with purchases before credit report is 
obtained? What is the maximum amount delivered 
in such cases? 

Mr. Ashby: “We have customers constantly 
coming to our store and asking for immediate credit 

accommodations. In many cases we grant the 

accommodations at once and let them take the pur- 

chases with them. The amount will vary with the 

requirements of the customer. We accommodate our 
customers by allowing them to take their purchases 
with them before a credit report is obtained when 
the purchases amount to less than $50.00.” 

Installment 

Do you favor a community-credit policy for 
Canada, or prefer legislation on down payment and 
length of contract? 

Mr. Davis: “We have legislation in the Province 

of Quebec and are particularly proud of the fact. 
It was enacted in August, 1947, has no penalties 
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attached, and has worked very well. This legisla- 

tion does not prevent a store from advertising no 

down payment, but he loses his lien rights in the 

contract. The dealer loses his right of repossession 

if he does not get the minimum down payment of 

15 per cent, and sell in accordance with the legisla- 

tion enactment. Perhaps I am not covering the 

question about a community credit policy, inasmuch 

as our own situation is covered by legislation. In 

previous years when we sold with no down payment 

we ran into all kinds of trouble, such as excessive 

repossessions, and business declined. I particularly 

favor a community credit policy where there is no 

legislation. Since August of last year repossessions 

in the Province of Quebec are down to the lowest 

amount ever in the history of the installment busi- 

ness.” 

Are terms being stressed in an effort to build 
sales? 

Mr. Hartford: “They certainly are. At the 

termination of Regulation W we agreed on one cer- 

tain set of terms and I do not think it lasted over 

three or four days.” 

What is the maximum amount one should owe for 

installment purchases and charge accounts in pro- 

portion to income and other resources? 

Mr. Wilson: “After selling goods on the install- 

ment plan for 30 years, we run into a lot of unusual 
cases, and the man who should pay sometimes does 
not, while the fellow who has no job or lives prac- 

tically in a hut pays his bills well. Therefore, I do 

not see how you could make any rule.” 

National Legislative Activities 

Are any changes contemplated in chapter 13 of 

the Bankruptcy Act and what can be done to en- 
courage its use by more of our members? 

Mr. White: “Our late Counsel, Mr. Shealey, had 

contemplated effecting certain changes in the Bank- 
ruptcy Act. He had arrived at a point or a period in 
his work where there was definitely an opportunity 

to add the necessary legislation to the present Bank- 

ruptcy Act that would have benefited all retailers. 

Unfortunately, as in other legislative matters, mem- 

bers of Congress are more or less reluctant to 
introduce legislation that might be termed con- 
troversial, particularly during the past several 

years. For that reason, while the changes are still 

contemplated by the Legislative Committee, the suc- 

cess of our endeavors is possibly going to result in 

our ability to secure the proper contacts in Wash- 
ington. Mr. Shealey, as many of you probably know, 

was well versed in the bankruptcy laws, and had un- 
failing aid and assistance of many federal judges 
in the attempt to secure more adequate legislation. 
Along that line, I might state that Birmingham, 

Alabama, has had more success than any other city 

in the use of the Bankruptcy Act in its present 
status. As to what can be done to encourage it, all 

I can say is that if and when retailers desire to 

make use of the present law, it is up to them to do 

so. I do not know how we can encourage them to 
use it.” 

Can anything be done to speed up the enactment 
of,a law to permit the garnishment of salaries or 
wages of government employees? 
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Mr. White: “That is a controversial question. 

I do not know how anyone could speed up legislative 

activity. Possibly after the political situation clari- 

fies itself, it may be when Congress again convenes, 

they will get down to legislative matters that are 

pertinent and interesting to business in general. At 

present it is absolutely impossible to hurry any 

legislator in Washington, D. C., in the furtherance 

of activity in the establishment of a garnishee law. 
Several years ago we did have Congressman 

Kefauver of Tennessee introduce and pass, in the 
house, the Kefauver Bill. While it rested in a sub- 
committee of the Senate, the District of Columbia 

enacted a law permitting garnishment of an em- 

ployee’s salary and President Roosevelt signed it. 

At that time, and with the signing of that particular 
piece of legislation, we had high hopes of getting 

the Kefauver Act out of the Committee of the 
Senate. Unfortunately Congress adjourned before 
it came out of Committee and I do not think that 

any legislation such as the Kefauver Act or other 
legislation that we are interested in, will have much 

success being introduced on the floor for rejection 
or approval until the political and world conditions 

clarify themselves.” 

What is the present status of the Retail Credit 

Survey and outlook for its continuance after 1948? 

Mr. White: “It is anticipated that we will con- 

tinue to have it, however, it was necessary on the 

part of our Association and other associations, to 

send letters to the Federal Reserve districts .asking 
for this continuance. I feel that it is more neces- 

sary now than ever before to have this credit survey, 

particularly in the forthcoming years. Undoubtedly 

consumer credit is now one of the outstanding 
features of our economic life, and for that reason, 

I think they will conduct the retail credit survey as 
long as we submit the necessary information to 

them. It is undoubtedly going to serve us more 

appreciably in the future.” 

General 

There are now several hundred thousand ex-GI’s 

being educated in colleges and universities at 

government expense. In addition, there is the nor- 

mal number of men being graduated each year. 
How will business and industry absorb this excess 

manpower in the next few years? How will it affect 
the employment of men with only a high school 

education? Will it require a change in the policy 

of the employment of women? ~ 

Mr. Ross: “My personal opinion is that it will 

have no effect. In years gone by we have found 

that more and more people have gone to college 

and that there are more and more opportunities 
offered to absorb them. I do not believe that those 
ex-Gl’s that are getting education at government 

expense are going to replace a number of other 

people. I think that there is some question whether 
or not all will successfully complete the education 
that the government is paying for. As a matter of 

fact there are a great many instances where the 

government is paying for courses that mean very 
little to the ex-GI’s, therefore, they do not complete 

them. We need not be concerned about any problem 

resulting from more education as the results will 

be helpful all the way around.” 

(To be continued next month.) 
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Report of the President 
Hugh L. Reagan 

THIS HAS BEEN a year of activity and accomplish- 
ments for our Association. It has been a distinct privilege 
to serve as your President, and I am happy to report to 

you a year of real progress and development in every 
field of our activity. The achievements could not have 
been accomplished without the combined cooperation of 

every officer, director, committee, and the entire mem- 

bership. 
Our finances are in a strong position with a cash bal- 

ance, including cash and bonds of $25,001.79, as of May 
25, 1948. Total current assets, including Accounts Re- 

ceivable, $51,165.61, with no indebtedness. 

The membership May 25 was 23,281, an all time high. 
It is true that we did not reach our goal of 25,000, but 

the ground work has been laid and it will soon be an 

actuality. With the total number of new members of 
4,965, less cancellations of 2,094, we had a net gain of 

2,871, which is the largest increase in members in any 
year in the history of our Association. Much of the 
credit is due to the untiring efforts and enthusiasm of our 
General Membership Chairman, Harvey King, and his 
Committee, who have given unselfishly of their time and 
energy in making it possible to achieve this large increase. 

It has been my privilege this year to work closely with 

our General Membership Chairman, and I know that he 
has given much of his valuable time away from his own 
business because of his keen interest in the National As- 

sociation. We are proud of his achievements and we want 

to extend him our thanks for a job well done. 

Credit Report Evaluation Study 

It is a pleasure to report that the joint program 
launched last year between the NRCA and the ACB of 
A, in the study of Credit Report Evaluation and the 
study for improvement of Credit Bureau reporting, has 

made material progress. Out of this survey we hope to 
derive pertinent information that will lead to the adop- 
tion of new and improved techniques for credit report- 
ing. The Chairman and members of this Committee, 

have done an excellent job, and I am grateful to them 
for this most comprehensible study in behalf of our As- 

sociation. 

The Legislative Committee has kept in close contact 

on all legislative matters in Washington that might be 

of interest to our members. We regret the loss of 
our Washington representative, R. Preston Shealey, who 
passed away in March. Mr. Shealey rendered every 
possible assistance he could to this Committee. 

To our various committees I want to express my 
grateful appreciation for the splendid cooperation and their 
untiring efforts to promote and broaden the activities of 

the Association. 
This year I have been fortunate in being able to spend 

considerable time in traveling. It has been my pleasure 

to visit many cities and District conferences. I was 
most cordially received by all of our members and to 

them I want to express my sincere thanks and appreci- 
ation for the many courtesies extended to me. 

To Fred Krieger, Harold Wallace, and Harry Boyd, 

as well as the other officers and members of the ACB of 
A, I want to extend my thanks and appreciation for their 
cooperation in our membership campaign. It has been 

a pleasure to work with the members of the ACB of A, 

who have made a real contribution to our progress. 

The growth of the Credit Women’s Breakfast Clubs 
of North America is an indication of the fine work they 

are doing in the field of credit. I congratulate the 
officers, directors, and all members of the Breakfast 

Clubs for their educational program and their ability 

to get things done. I want to pay tribute to all Break- 

fast Clubbers and extend my warm appreciation for their 
cooperation, 

Progress of Our Official Publication 

The CREDIT WORLD is a publication of which we 

should all be proud. It is increasing in usefulness to our 

members and is a guide in credit office administration. 

Our Secretary-Research Director, and Associate Editor, 

Arthur H. Hert, is making a conscientious effort to con- 

stantly enhance the value of our publication. We owe 

him a debt of gratitude for the contribution that he is 

making in the field of credit. I would like to express 

my deep appreciation for his cooperation and the assist- 

ance he has rendered me this year. 

I have always admired our General Manager and 

Treasurer, Lindley $. Crowder, as a personal friend, 

but serving as your President this year has afforded me 

a greater opportunity to become better acquainted with 

his fine qualities of leadership. He is a great asset to 

our Association and I will always feel indebted to him 

for his counsel, splendid cooperation, and guiding assist- 

ance throughout my term of office. It has been a real 

pleasure and a privilege to be so closely associated with 

him this year, so to Lindley $. Crowder, I want to say 

thank you, and extend my warm appreciation. 

We Should Adopt 
A Long Range Program for the Future 

May I suggest that we adopt a five year program for 

the purpose of advancing membership, education, research, 

legislation, and the other Association activities. I sin- 

cerely hope that at this conference the cornerstone will 

be laid for building for the future by adopting a long 

range program. 

I close my administration with deep gratitude for the 

opportunity of serving as your president. I shall always 

feel indebted to the officers, directors, the National Office 

Staff, and the entire membership for their friendly co- 

operation and for their faithful and whole hearted sup- 

port. The contacts and friendships I have made this 

year will be treasured by me always and it is my sincere 

wish that in the years to come, our National Association 

will extend its influence and prestige and be an even 

greater power in the field of credit. Lehatel 
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Report of the General Manager-Treasurer 
L. S. Crowder 

PRIOR TO World War II it was planned to hold 
our 1947 Conference in Vancouver. The hotels of that 
city could not commit themselves for the number of 
rooms required to accommodate us. Therefore, at the 
Cleveland Conference in 1946, your Board of Directors 
decided upon Banff, and made a definite commitment to 

hold our 1948 conference there. 
The attendance here this morning indicates that the 

decision was a popular one. You have come to one of 

the most delightful hotels in North America, located in 
the Canadian Rockies, and one of the most beautiful 

scenic spots in the world. Your program is a heavy one, 
with little time for relaxation, except in the evening. 
Notwithstanding this, I am confident you will enjoy 
your visit to Banff and will return home delighted with 

this beautiful country, benefited from your personal con- 
tacts and the interchange of ideas and experiences. One 
idea gained at a meeting of this kind often justifies the 
expense and the time invested. 

It is a pleasure to greet the American members on 
Canadian soil, and to say to our Canadian members, “We 
are glad to be here.” It is the second conference held in 
your country, the first one having been at the Royal York 

Hotel, Toronto, in 1930. 

The National Association knows no boundaries, so far 

as its membership is concerned. The credit fraternity on 
both sides of the line are working in the interest of a 

common cause—that of sound credit. We may well be 
proud of our accomplishments over the years, the result of 
mutual understanding and close cooperation. 

Report of our activities covers the period from June 

1, 1947 through May 25, 1948. 

Finances 

Cash on hand and in banks, May 25, 1948 was $16,- 

001.79. Of this amount, $4,611.11 is on deposit with 

the Dominion Bank, Vancouver. United States Bonds 

amounted to $6,000.00, Canadian Bonds $3,000.00, a 

total of $25,001.79. The balance, May 31, 1947, was 

$20,302.13, exclusive of United States Bonds in the 
amount of $12,078.00, which were transferred to the 

N. R. C. A. Pension plan. 

Membership 

As of May 25, 1948, our membership was 23,281, a 
gain of 2,871 for the year. This is the greatest increase 

in the history of your Association and is the result of the 

excellent work of the General Membership Chairman, 
W. Harvey King of Nashville, and his hard working, 
loyal Committee. There were 34 National Units organ- 
ized during the year. They were located in 20 states, 
Alaska, and the provinces of British Columbia and 

Saskatchewan. 
Credit Education 

Better Letters Service, now edited by Kenneth B. 
Horning of the University of Oklahoma, continues popu- 
lar. Members in 89 cities in 30 states and 6 provinces 
of Canada are subscribers to the service. 
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Interest has continued in credit schools, with Retail 

Credit Fundamentals and Streamlined Letters used as 

textbooks. Butterfield’s How to Write Good Credit 

Letters and Phelps’ Important Steps in Retail Credit 

Operation continued in demand throughout the year. 

Both books should have a steady sale. The new text book, 
Retail Credit Management, by Dr. Clyde Wm. Phelps, 

is now being revised and we hope to publish it early in 
1949, 

Washington Representative 

It is with regret that I refer to the passing, on March 

24, of our Washington Representative, R. Preston 
Shealey. Mr. Shealey had been in poor health for the 

past two years. He served the National Association well 
for twenty years and was loyal and conscientious in his 
work. It will be difficult to replace him. 

Educational Director 

As published in the February Creprr Wor.p, Mr. W. 
H. Butterfield, who became Educational Director of the 
National Association August 1, 1946, received an offer 

from De Pauw University, Greencastle, Indiana, to be- 
come Vice President in charge of Public Relations. It 
was so tempting, Mr. Butterfield could not, in fairness 
to himself and his family, decline it. While he relin- 

quished his duties as Educational Director January 31, 
1948, he is still very much interested in the National As- 
sociation. He arranged for a successor, a former associate 

of his at the University of Oklahoma, Kenneth B. Horn- 
ing, to edit Better Letters Service. Mr. Butterfield also 
agreed to continue editing Credit Department Letters 
and will do so through our fiscal year ending May 31, 
1949. 

Field Activities 

Starting out the latter part of September, 1947, and 
continuing through Apyil, I visited 43 cities in 18 states 
and the provinces of Ontario, Quebec and Alberta. My 

travels took me from Portland, Maine, on the North 

Atlantic to the Gulf of Mexico, to Duluth, Minnesota, 
in the North, Long Beach, California, on the Pacific 
and to Calgary and Banff in Western Canada. It was 
my privilege to cover seven of the twelve district meet- 
ings held through April. Four were covered by President 
Reagan, and one by Mr. Hert. Unfortunately, it was 

not possible to attend the Conference of District One at 
Swampscott, early in May, as I did not return from 
California, Utah and Canada until May 4, after an ab- 
sence of three weeks. 

Cooperation 

The splendid cooperation of the Officers and Directors, 
members of the National Committees, National Office 
personnel, and of the Credit Managers and Bureau Man- 
agers, has had much to do with the continued growth and 
success of your Association. It is gratefully acknowl- 
edged. wae 
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Report of Secretary and Research Director 
Arthur H. Hert 

AGAIN, as in the past, the major portion of my work 

during the past year was devoted to the publication of 
The CREDIT WORLD. We had sufficient material 

to fill each issue as the result of more of our members 
sending us articles of general interest to our members. 
At present we are making an attempt to secure shorter 
articles which many of our members want published. 

The various departments of our publication are becom- 

ing increasingly popular due to the changing conditions 
in our line of endeavor. We are also pleased to report 

that The CREDIT WORLD is being quoted more and 
more by other publications than at any other time in 
the history of the Association. It is truly becoming a 
publication that is being read from cover to cover each 
month. 

In addition to my duties performed in connection with 
our publication, I have handled all of the details in 
connection with the publishing of our educational 
features. The interest in these features by our members 
has increased during the past year also as a result of 

changing conditions in the field of retail credit. 
We are again receiving requests to bring up to date 

the figures on the cost of operating credit departments. 
With costs mounting almost daily, our members want 
to know if their departmental costs are in line with other 
stores in the same type of business. This service was dis- 
continued during the war due to the personnel problems 

of cooperating members. Now that conditions are some- 
what improved, it is hoped that many of our members 
are now in a position to send us their figures for com- 
parison purposes. New ideas which they have developed 
for the Credit Sales Promotion, Credit and Collection 

Procedure and Credit Clinic departments of our 
CREDIT WORLD will also be appreciated. 

In closing I want to say that in the performance of 
my duties during the past year, I have, as always, tried 
to render the services desired by our members. In addi- 
tion, I have tried to publish our CREDIT WORLD so 

that it would be of interest at all times. I am happy 

to say that I have received excellent cooperation from our 
members when called upon for information and data. 
To them go my sincere thanks as well as to all Officers 
and Directors and members of the National Office staff 
who have been most helpful at all times. wee 

Report of the Finance Committee 
Dean Ashby, Chairman 

YOUR FINANCE Committee, appointed by Presi- 
dent Reagan for the fiscal year ending May 31, 1948, met 
at the National Office on February 6, 1948. 

Members present at the meeting were Dean Ashby, 
D. D. Bolen, and C. Glenn Evans, with President Hugh 
Reagan and General Manager-Treasurer Crowder sitting 
in ex-officio. Past President E. E. Paddon also attended 

the meeting. 
It was not possible for the Committee to.discuss the 

budget for 1947-1948 following adjournment of the St. 
Louis Conference, as a meeting of the Board of Directors 
was called for Thursday afternoon. However, the 
figures submitted to the Board by the General Manager- 
Treasurer were reviewed and the budget approved, with 

several changes proposed by Board members, which were 
acted upon favorably. 

As of May 25, 1948, cash on hand and in banks, 

including bonds, totaled $25,001.79, compared to $20,- 
errr rrr rrr 

Committee Appointments 
The following Committees were appointed at the In- 

ternational Credit Conference of the National Retail 

Credit Association, Banff Springs Hotel, Banff, Alberta, 
Canada, June 7-10, 1948: 

Finance Committee 
Hugh L. Reagan, Chairman, Cain Sloan Co., Nash- 

ville, Tenn.; David D. Bolen, Famous-Barr Co., St. 

Louis, Mo.; and C. Glenn Evans, Halle Bros. Co., 

Cleveland, Ohio. 

Legislative Committee 
John K. Althaus, Associated Retail Credit Men of 

wor rr rrr rer - 

302.13 the end of May, 1947. There is no unpaid 
indebtedness and the showing is somewhat better than 
we anticipated. 

Your Committee authorized the continuance of S. D. 

Leidesdorf and Company, Certified Public Accountants, 
to conduct a semi-annual cash audit of the receipts and 
disbursements. 

Report of the audit for the six months ended Novem- 

ber 30, 1947, was submitted to the Committee. Copy 

of the report for the final six months of the year will 
be ready in June and will be mailed to members of 
the Board. 

It is a pleasure to inform you that your Association 

is in sound financial condition, credit for which is due 
to the excellent cooperation of the Officers, Directors, 
and members, to the fine work of General Manager- 
Treasurer Crowder, the National Office staff, and to 

the untiring efforts of President Reagan. week 
rrr rrr rrr orer 

Washington, D. C.; Abe Coonin, Wm. Hahn & Co., 
Washington, D. C.; Erwin Kant, Ed. Schuster & Co., 
Milwaukee, Wis.; Frank P. Scott, Woodward & Loth- 
rop, Washington, D. C.; R. M. Severa, R. H. Macy & 
Co., New York, N. Y.; J. P. Stedehouder, Lansburgh & 

Brother, Washington, D. C.; Joseph A. White, Harris 
Stores Co., Pittsburgh, Pa.; and Clarence E. Wolfinger, 

Lit Brothers, Philadelphia, Pa. 

Committee on Cooperation With 
Other Associations 

Erwin Kant, Chairman, Ed. Schuster & Co., Milwau- 

kee, Wisc.; Joseph A. White, Harris Stores Co.; Pitts- 

burgh, Pa.; and Hugh L. Reagan, Cain Sloan Co., Nash- 
ville, Tenn. ake 
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Hardware Credit Problems 
LOUIS POLLOCK, Manager, H. Kalbitzer & Son, Wheeling, W. Va. 

ANY YEARS AGO we found ourselves getting 
into difficulties because of our credit losses, and 

decided that immediate action was necessary if we were to 
operate successfully. Our firm has been established over 

100 years and we have enjoyed the patronage of almost 
every member of the community over that period of time, 
either on a cash or credit basis. Even though a cash cus- 
tomer is of such long standing that we know his family, 
he may not be a good credit risk. The fact that this or 
that person has always paid cash for his purchases does 

not mean he will pay a bill promptly. 

We hardware dealers fall into the extension of credit 

too often. For instance, you are familiar with a person 

because of his long standing as a cash customer. One day 

he does not have sufficient cash for all of the items he has 
selected. The hardware dealer says, “That is all right, 

you can charge it.” In this way, customers drift into 

charge accounts that frequently become disastrous for the 

credit granters. Some of this impulsively extended credit 

in the past turned out to have been granted to dead beats. 

Today, when a builder or other person expresses the 

desire to obtain merchandise from us on credit, we make 
sure that he has a good credit record, can stand investiga- 
tion, and has the ability to pay his bills. When we permit 
customers to take merchandise on a credit, or part-credit, 

basis, we consider the two following questions: 1. If | 

do not let him buy on credit, will I lose all of his busi- 
? ness? and 2. If I do accept his business on a credit, or 

part-credit, basis, will he pay his bill when due? If I de- 

cide to extend credit, the customer is given the National 
Retail Credit Association credit application form to fill 

out. In this way we get all the necessary information. 

CREDIT WORLD Files 
WE NOW HAVE available a handy, attrac- 

tive cardboard file container resembling 
buckram in which you may conveniently 
store your copies of The CREDIT WORLD. 
Each file will hold 24 issues (2 years) and 
may be kept on your desk or in your book- 
case for ready reference. The title is clearly 
printed on the backbone of the file in pleas- 
ing blue ink. Year labels from 1941 through 
1950 furnished with each file. A reader’s 
index of sclected articles is printed on the 
back for your convenience. 

When you have this neat container at your 
finger tips you needn’t fumble for your copy 
of last May—it will be there in the holder 
with all the other current copies. 

ONLY @5e EACH 

NATIONAL RETAIL CREDIT ASSOCIATION 
St. Louis 3, Mo. Shell Building 
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For a while, years ago, we were under the wrong im- 
pression and thought that credit bureaus were primarily 
for large department and specialty stores. We have long 
since been aware of our mistake. They are just as bene- 
ficial to the hardware store or appliance store as the 
largest department store. ] earnestly advise every hard- 

ware store throughout the nation that does any credit 

business, to immediately join his local credit bureau. 

When our customers of today notice how thoroughly we 
check credit records, they know that credit at Kalbitzer’s 
is not going to be a pay-as-pay-can affair, but that pay- 
ment is expected. 

When the N. R. C. A. credit application is completed 
the lady in charge of our credit department explains our 
credit policy. Bills must be paid promptly at the end of 
the month following purchase. If the account is per- 
mitted to run for more than 60 days, it is suspended. If 

bills are not paid entirely, and have to go over to the 
following month we add a nominal carrying charge. We 
find that this carrying charge usually encourages cus- 

tomers to pay their bills in full. We request that if, for 

any reason, a bill cannot be paid on time, the customer 
stop in the store and explain so that credit will not be 
suspended. 

Because we try to make customers see credit sales on a 

strict basis they take only what they really need and can 
pay for. Past experiences have proved to me that when 

some people know they can charge merchandise and are not 

under pressure to pay they will buy items that they only 
think they need. In this way their bill gets out of hand 
and they think they are doing their part by paying part 
of it and continue to add to the account. We remedied 
this situation by telling each credit customer that we 
expect full payment by the end of the month following 
purchase. 

All merchandise is openly displayed in the Kalbitzer 
store. Seasonal items are properly promoted. When a 
customer comes into the store with a fixed-purchase in 
mind our manner of display attracts him to other items. 

Perhaps he does not have the cash available for these other 

items as he did not intend buying anything else. Credit 

sales to the right people obviously increase total sales, so 

do not let a possibly good credit customer go out of your 

store without all the hardware items he needs. 

Early this year we were fortunate in securing what | 

find is the best method of collecting past-due accounts. It 

is a series of cards that come in groups of three. The first 

card is mailed to the customer when the account is past 

due. After 15 days, if no attention is paid to card number 

one, we send card number two, and then card number 

three. Our experience has proved that 90 per cent of the 

past-due accounts are paid after receipt of the first card. 

They cannot be considered as duns or high pressure col- 

lection forms. They are polite and courteous, and no 

customer receiving any of these cards should be offended 

in any sense of the word. Lelahel 
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REGULATION W 
THE BOARD OF GOVERNORS of the Federal 

Reserve System, on August 20, 1948, issued Regulation 
W on “Consumer Instalment Credit” under Public Law 
905 which the President signed on August 16, 1948. The 
regulation, which becomes effective September 20, 1948, 
is being published in the Federal Register, and copies will 
be distributed by the Federal Reserve Banks as promptly 

as possible. 
The regulation is in much the same form as that which 

terminated on November 1, 1947. It covers instalment 
sales of and loans for 12 kinds of consumers’ durable 

goods, providing the cost is more than $50. It also covers 
instalment loans for most other consumer purposes. In- 
stalment credits up to $5,000 are subject to the regulation. 

The goods for which down payments are prescribed are 

as follows: 

Article Down payment 
1. Automobiles 3314% 
2. Cooking Stoves 20% 
3. Dishwashers 20% 
4. Ironers 20% 
5. Refrigerators 20% 
6. Washing machines 20% 
7. Combination units incor- 

porating any item in 2-6 20% 
8. Air conditioners, room unit 20% 

9. Radio and television sets, 
phonographs 20% 

10. Sewing machines 20% 
11. Suction cleaners 20% 
12. Furniture and soft-sur- 

face floor coverings 20% 

Maturities on all instalment credits subject to the 

regulation, whether to finance the purchase of these 

articles or not, must come within the following require- 

ments: 

Maximum © 

Credit maturity 

1. Not exceeding $1,000 15 months 
2. Above $1,000, except that monthly pay- 18 months 

ment on amounts over $1,000 must not 

be less than $70.00 

Since November 1, 1947, when the old regulation 

ended, terms offered by merchants and lenders extending 
credit have been relaxed considerably. The requirements 
of the new regulation are somewhat less restrictive than 
those of last November but considerably tighter than 
terms now generally in effect. The down payment re- 
quirements on appliances .are lowered from one-third to 
one-fifth. Also, to take care of late-model automobiles 
and certain other items where the expenditure must neces- 
sarily be large, the maximum maturity for credits above 
$1,000 is set at more than 15 months, running up to 18 
months. At the same time, the scope of the regulation is 

broadened to include all credits up to $5,000 whereas 

$2,000 had been the limit under the previous regulation. 

Instalment credit for home improvements was elimi- 
nated from Regulation W after the close of the war, and 
it is at present not covered in the regulation. Because of 
the current inflationary situation, however, the Board is 
considering the advisability of an amendment to bring 
such credit under the regulation. Before deciding whether 
to do this, the Board wishes to give all who are interested 

an opportunity to express their views. Accordingly, the 

Board will publish in the Federal Register an invitation 

to interested persons to submit comments on the question 

whether such an amendment would be desirable. 

Consideration of an Amendment 

The Board is also giving consideration to an amend- 
ment which would have the effect of making unenforce- 
able any contract which does not conform to the pro- 
visions of the regulation on down payments or maturities. 

A similar procedure for receiving comment will be fol- 
lowed. 

Regulation W will be administered in the field by the 
12 Federal Reserve Banks and their 24 branches located 

conveniently throughout the country. Inquiries should be 
addressed to the nearest Federal Reserve Bank or branch. 
—Federal Reserve System. Leela! 

The BOOK SHELF J 
¢ Gieee 

Operating Results of Department and Spe- 
cialty Stores in 1947 (Harvard University, Bureau 
of Business Research, Soldiers Field, Boston 63, Massa- 

chusetts, Bulletin 128, 57 pages, $4.00). Professor Mal- 

colm P. MecNair’s conclusions in this book are based on 

a survey of operating results of 480 firms carrying on 

business in 621 department and specialty stores in the 

United States and Canada, with net sales of over $3.8 

billions in 1947. This study was the twenty-eighth in a 
series conducted annually by Harvard’s Bureau of Busi- 

ness Research, undertaken with the cooperation of the 

Controllers’ Congress of the National Retail Dry Goods 

Association. 

Dangerous trends emerging in 1947 threaten the gen- 
eral health and well-being of the department store busi- 
ness if allowed to continue unabated. The most significant 
development of the past year was a jump in the cost of 
doing business to the extent of 2 per cent of sales. This 
advance, the sharpest recorded since 1932 made a major 
dent in profits. Although dollar sales set a new record, 6 
per cent above the 1946 high, consumer purchases fell off 

numerically ; and thus the volume increase could be more 
than accounted for by the rise of at least 10 per cent in 
the department store price level. 

For the fifth consecutive year, gross margin of depart- 

ment stores continued downward, dropping from 35.9 

per cent in 1946 to 35.3 per cent in 1947. The impact 

on gross margin of the significantly higher retail reduc- 
tions, principally markdowns, was softened by a slight 
advance in initial markon. It was not so much the lower 

gross margin, however, as it was the higher total expense 

that did the damage to net profits. Dollars of expense 
outlay mounted at more than twice the rate at which 

dollars of sales income were augmented. wk 
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Cycle Billing Security 
PHILIP GLEASON, Credit Manager, Abercrombie & Fitch, New York, N. Y. 

~@ tells about the problem of employee frauds for those who want to realize [Be 

eyele billing savings without relinquishing present accounting safeguards. 

T FIRST I thought it unfortunate that a mem- 
ber of a prominent public accounting firm 

should make such a sweeping statement, before a 
recent meeting of the Metropolitan Controllers 
Association as, “Cycle billing accounts receivable 
systems are generally wide open for employee 
frauds.” However, upon reconsideration, I am 
rather glad that some of these heretofore whis 
pered criticisms have at last come out into the open. 
There has been entirely too much of this hush- 
hush sort of thing and the continued doubts as to 
the merits of cycle billing are entirely unwar- 
ranted. In a recent address I made the statement, 
“Cycle billing is the most momentous change that 
has taken place in our retail-accounting structure 
since the introduction of the retail method of in- 
ventory over thirty years ago,” and I repeat it 
without the slightest hesitation. 

Fraud and Embezzlement Are Headline Words 

Fraud and embezzlement are headline words and this 
accusation has excited considerable interest in both retail 
and accounting circles, creating some apprehension, which, 
in my opinion, is most unfair to this system. Because of 
this, there is need for greater clarification. I shall discuss 

it in more detail, especially from an operational and prac- 

tical standpoint, by means of comparing a cycle billing 
system against the older system it is rapidly replacing. 
Any good accounting system, in addition to its basic re- 

cording requirements, must also provide sufficient protec- 

tion to discourage defalcation. It should promptly reveal 
any intentional or unintentional errors and provide means 
for the reproduction of records should it become neces- 
sary. 

The risk of fraud in cycle billing is illustrated by the 
case of an authorizer having a confederate place charge 
purchases totaling $2,500.00 within a month. Subse- 
quently, the authorizer removed and destroyed the sales- 
checks. The element of risk is purported to be the loose 
filing of media and the difficulty of reconstructing media 
since the custom of stores is to keep the audit copy of 
the saleschecks in departmental order. Incidentally, this 
fear of loose media bears an interesting analogy to the 

reluctant acceptance of loose-leaf ledgers when introduced 
to accountancy some thirty-odd years ago, and which are 
now universally acceptable even to the general ledger. As 
to the reproduction of media, some of us easily met this 

problem by photographing all media before filing. 

However, it is important to bear in mind that there is 
no control used under the continuous ledger or any other 
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accounts receivable system that we cannot have under 
cycle billing. The basic principle behind all methods of 
internal check may be summarized as: No one person in 
any organization shall be in complete control of an im- 

portant part of the operation. This fundamental principle 
of protection should be an inherent part of all good ac- 
counting systems providing we do not lose sight of the 

fact that efficiency necessitates that all internal controls 
be natural and automatic in operation and not restrictive. 

Simplicity is the cardinal keynote to good system con- 
struction. As an example of this we, in the retail credit 
field, have long been plagued by a method of application 
which I quote from a recent publication on auditing pro- 

cedure for a store by the American Institute of Account- 
ants: “Determine that there is a distinct separation be- 
tween the credit department and the accounts receivable 

department inasmuch as the former, at times, handles 

cash.” 

With the increasing growth of retail credit and recog- 
nition of management as to its importance to good will 
and sales promotional value, the credit manager is held 
responsible for fast and accurate authorization, the in- 

telligent control of credit, and the collection of accounts. 

This separation principle may well be re-examined in the 
light of present-day operational disadvantages. The stores 
who recognize that the two departments are like a team 
of horses and should have but one driver are enjoying top 
performance and economy of operation. 

Procedure Before Cycle Billing 

Before the introduction of cycle billing, the most 
prevalent credit department set-up was to have a one 
line visible index, usually consisting of the name, charge 

address, the credit line and any special instructions or 
restrictions pertaining to the particular account. The ac- 
counts receivables were maintained separately from the 
credit department, usually some distance*from the author- 
ization section. Files maintained consisted of the follow- 

ing: 

1. Visible authorization index. 

2. The master credit folder, frequently called the 
jacket, containing the credit report, bank reply, and other 

essential data. 

3. The accounts receivable file. 

4. The collection file. 

Four additional files had to be maintained for the inac- 

tive of each of these records. In all there were eight 

places for records. It was also common knowledge that 

various methods of filing existed so records were often 

dificult to find. Addresses were frequently in error 

amongst the various records, causing further confusion. 
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Regardless of how well authorizers were trained to prop- 
erly identify accounts, all was lost when the stuffer, in 
the accounts receivable department, stuffed it to another 

account of similar name. Throw-outs, of unidentified 
saleschecks, were numerous. This separate maintenance 
of records also had the additional unpleasantness of creat- 
ing further hostility between the two departments since 

the intelligent extension of credit requires knowledge of 
how much the customer owes and his manner of payment, 

necessitating the frequent requisitioning of ledger sheets 
from that department. This was especially irritating to 
the bookkeepers during the early part of the month while 

they were balancing. It was not uncommon, in most 
stores, for this balancing period to take a week or even 

more. Obtaining ledger sheets caused considerable delays, 

especially on charge-takes, and encouraged taking chances 
in authorization. When our collection procedures went 
into effect, we had to head up separate collection cards. 
Our frequently-voiced complaint was the lateness in these 
statements reaching us. To go into any greater detail is 

unnecessary as the painful details are only too familiar 
to all of us. , 

Important Advantages of Cycle Billing 

Some of the important advantages of cycle billing, a 
misnomer for unified credit operations, are: 

1. All records are maintained in the one place, dispens- 
ing with the various files previously described and, what 
is more important, the adoption of one method of filing. 

2. Better credit control by having all essential informa- 
tion at one’s finger tips; this feature will become increas- 
ingly important should the need for tighter credit control 
develop. 

3. Collections can be more systematically and accu- 
rately followed up. These features are particularly impor- - 
tant in view of the declining collection ratio, and 
eliminate the unpleasantness caused in dunning paid 

accounts. 
4. Better relations among employees since there is no 

further conflict in duties. It also affords better oppor- 
tunities for proper personnel training. 

Perhaps the need for proper training can be best ap- 
preciated by considering a recent survey that was made to 

determine why customers stopped using their charge ac- 
counts. It was disclosed that out of the ten reasons why, 
the most important and frequently mentioned one was 

because of errors in the credit and bookkeeping depart- 
ments. The importance of this cannot be overstressed and 

it is well worth repeating because of its vital interest to 
every sales-minded store. 

As a prerequisite to the adoption of cycle billing, our 
Treasurer insisted that we balance to a penny. He stated 
that, “A non-balancing attitude would lead to carelessness 
and encourage sloppiness, because it was a compromise 

with good accounting.” I heard this requirement with 

some misgivings, since so many rumors were rampant 
about attaining this objective. It was generally known 
that 95 per cent of the responsibility for errors and delays 
in balancing could be charged to the stuffing clerks. The 
logical theory then, would be that, if care was exercised 
to assure that the media were properly controlled, care- 
fully verified and correctly filed, they should and must 
balance. We dropped the word stuffer and substituted 
the title post-authorizer and carefully trained file clerks 

to become authorizers. We emphasized the importance ot 

the work and stressed that when media were filed in a 
cycle pocket, they were actually posted to that account and 
authorized in the strictest sense of the word. 

We took all possible precautions to assure accuracy. 
Some were later found unnecessary and dropped, a few 

refinements were added as experience proved their worth. 
This constant vigilance may have been expensive, but the 
rules for good housekeeping must also be applied to cycle 
billing as well as any other system. Carelessness increases 
errors and is more costly in the long run. Subsequent 
events seem to have upheld this theory, because the system 
is beginning to pay us real dividends. 

We have saved $21,000 in the first year’s operation. 
Our bill adjustments are at an all-time low. We have 
never mailed statements behind schedule. More often 
than not our billers hit the predetermined control figure 

right on the nose. Our missing media, since we started, 
consisted of three saleschecks, two remittance advices, and 
two credit history cards; all of which were promptly 
reconstructed. 

Please do not construe all this as braggadocio. No one 
person or organization can take full credit for a successful 
installation. We owe much to the stores who first 
pioneered cycle billing, to the systems companies, and, 
above all, to the cooperation of all departments through 
which transactions flow, literally the entire organization. 
Accept these boasts instead as the enthusiastic apprecia- 
tion of a credit man who has long suffered under the 
restriction of what will soon be regarded as an obsolescent 

system. kkk 
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Fall! 
- + « a good time to re-activate 

dormant customers. Leading stores 

use Reply-O Letter for this purpose 

with good results. We have inter- 

esting samples to send you. Write us. 

Whot Are 
Your Needs? 

se your ANY Town, 

Write te: THE REPLY-O PRODUCTS CO. 158 West 22 St, W.Y. 11 

Please Mention The CREDIT WORLD. When Writing to Advertisers 19 



DIT 
Claud Walker Honored 

Claud Waiker, Credit Manager, Titche-Goettinger 
Co., Dallas, Texas, was honored recently by being 
elected a member of the School Board, Irving, Texas. 

District Ten Resolution 

At the recent meeting of District No. 10 held in 
Banff, Alberta, Canada, the following resolution was 

moved, seconded and carried unanimously: 

“WHeErREAS, During the past year, President Hugh 
Reagan, of the National Retail Credit Association, gave 

generously of his time and visited many of the Retail 

Credit Associations in District No. 10, thereby stimulat- 

ing added interest in membership and credit work, we 
urge the extension of our hearty appreciation to him for 

such untiring effort; therefore be it 

“Resolved, That District No. 10 express its thanks to 

the National Retail Credit Association office for the 

financial support which enabled President Reagan to 

visit so many local associations.”—Thomas Downie, Sec- 

retary- Treasurer, District No. 10, N. R. C. A., Manager, 

Retail Credit Grantors’ Bureau, Ltd., Vancouver, B. C., 

Canada. 

William Streeter Leaves Milwaukee 
William Streeter, who was Credit Manager, Nelson 

Bros., Milwaukee, Wisconsin, for many years, has re- 

signed to accept the position of Supervisor, of Credit 
Operations, Finger Bros. Furniture, Houston, Texas. 
His move from Milwaukee to Houston also necessitates 

his resignation as President of the Milwaukee Retail 

Credit Association and as a Director of the N.R.C.A. 

District No. 13. Knowing that Mr. Streeter is being 
benefited by his move eases the regret felt by his many 
friends and business associates. He is sorry to leave 

Milwaukee, however, he says it is inspiring to have had 

so much loyalty and friendship given him, and that he 
will always treasure those memories. Mr. Streeter’s keen 

interest and knowledge in state and national credit affairs 

has brought him before numerous conference groups. 

His many services to the Milwaukee Retail Credit Asso- 
ciation are distinguished by his having been President, 
Director, Second Vice-President, and First Vice-Presi- 
dent, respectively, of that Association. 

NOTICE 
The booklet Successful Credit Department Letters 

Volume 3 is now out of print. When orders are re- 
ceived for this booklet we are substituting Butterfield’s, 
Credit and Collection Letters, Price $1.50. 

Coming District Meetings 
District Two (New York and New Jersey) and Dis- 

trict Twelve (Delaware, District of Columbia, Mary- 
land, Pennsylvania, Virginia and West Virginia) will 

hold a joint annual meeting in New York, N. Y., Febru- 
ary 13, 14 and 15, 1949. 

District Three (Florida, Georgia, North Carolina and 

South Carolina) and District Four (Alabama, Louisiana, 

Mississippi and Tennessee) will hold a joint annual 

meeting in Nashville, Tenn., April 24, 25, 26 and 27, 
1949, 

District Seven (Arkansas, Kansas, Missouri and Okla- 
homa) will hold its annual meeting at the Muehlebach 

Hotel, Kansas City, Mo., March 13, 14 and 15, 1949. 

District Eight (Texas) will hold its annual meeting 
in Dallas, Texas, May 1, 2 and 3, 1949, 

District Eleven (Arizona, California, Nevada and 

Hawaii) will hold its annual meeting in Bakersfield, 
Calif., April 18 and 19, 1949. 

Note:—It is suggested that other Districts select 

dates that will not conflict with any of the above 

dates.—Ed. 

Sam A. Ivey in New Position 

Sam A. Ivey has given up his position with Louis 

Pizitz Dry Goods Co., Birmingham, Alabama, to become 
associated with Sokol Brothers Furniture Co., also in 

Birmingham, in the capacity of Manager of Credit Sales 
for the latter’s seven Alabama stores. Mr. Ivey has 
been active in credit work for over 21 years. He is 

Alternate National Director of the N.R.C.A. District 
No. 4, as well as an officer in the Birmingham Merchants 

Credit Association. He has attended many N.R.C.A. 
national conferences. In 1941 he wrote the book, Give 

Credit, Get Your Money, and for many years he has 

been a contributor of constructive articles to The CrepIT 
Wor.tp. The N.R.C.A. joins Sam Ivey’s numerous 
friends in congratulating him on this good fortune. 

Help Wanted 
Experienced man to take charge of Collection Division 

of large department store in San Francisco area. Must 

have had some department store collection experience. 

Cycle billing experience desirable but not essential. 
An excellent opportunity for a young man. Box 983, 

The Crepir Wor vp. 

Ever Loaned Your Credit World? 

WE’LL WAGER you've often said: “You must read.this article in The Credit World . . . here, 
take my copy!” That’s why we thought you’d like for us to send a free copy of a recent issue to 
friends of yours who have not really “discovered” how stimulating The Credit World can be. 

We will be glad to send a copy to as many as five of your friends if you will send us their names 
and addresses. There is no cost to you or your friends, however, if they indicate to us that they want 
to receive it regularly, their membership will be solicitated. Address, National Retail Credit As- 
sociation, 218 Shell Building, St. Louis 3, Missouri. 
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Twentieth Boston Conference 
The twentieth annual Boston Conference on Distribu- 

tion will be held on October 25 and 26, 1948, at Hotel 

Statler, Boston, Mass., it is announced by Daniel Bloom- 

field, Director of the Conference. The National Retail 

Credit Association is one of the cooperating organizations. 

This national forum on problems of distribution will cen- 

ter its discussions around the theme “Distribution in This 

Changing World.” Over twenty distinguished speakers 

will address the Boston Conference on subjects which 

will be announced in the October Crepir Wor -p. 

For Sale 
Credit Bureau in a California city of 19,000 popula- 

tion, trading area, 69,000. Collection department. Will 

net $15,000 a year. An excellent opportunity for the 

right party. Box 984, The Crepir Wor-p. 

Credit bureau—Growing business, university town, 
population 7,000, with a trading territory over 5,000, in 

Florida. Over 30,000 ratings and beginning collection 

department. Selling because owner is leaving the city. 

Box 981, The Crepir Wor -p. 

Position Wanted 
Credit Manager, fully experienced. Now Credit Man- 

ager in furniture store doing approximately three quar- 

ters million dollars sales annually. Age 40, married, two 

children. Full information sent promptly on request. 

Box 982, The Crepir Wor-p. 

R. E. Buckingham Gets Shepherd’s Crook 

R. E. Buckingham, Past President of the Nashville Re-° 

tail Credit Association, Nashville, Tennessee, was pre- 

sented with a shepherd’s crook by retiring President, J. 

T. Howell, Jr., at a recent meeting of the Association. 

In his presentation, Mr. Howell pointed out that Buck 

had, for over 30 years, guided the affairs of the local As- 

sociation, herded the membership on trains to conventions 

and back again, and in addition shepherded him through 

the twelve turbulent months of his administration. The 

crook was presented to him for services beyond the call of 

duty and he was symbolized as the good shepherd of the 

Nashville Association. 

a * a -< 

“Thank you for enrolling me as a member of the Quarter 
Century Club of the National Retail Credit Association. It has 
been a privilege and a pleasure to be a member of the Associa- 
tion and I am grateful for the opportunities it has given me to 
keep myself up-to-date on credit affairs. It has been a wonder- 
ful opportunity for me to join with fellow credit granters in the 
work of our local, district and national associations. I have 
formed many splendid friendships and have had some wonder- 
fully good times, and I consider it a real honor to be enrolled 
as a member of this club.”—H. H. Fettes, Credit Manager, 
Sears Roebuck and Co., Atlanta, Georgia. 

=) 

“I enjoyed every minute of my stay in Banff—it 
is a gorgeous place and the Conference was very 
successful. The trip back was beautiful, especially 
the Grand Canyon.”—Elsie M. Taylor, Credit Man- 
ager, Williams Tire & Rubber Co., Troy, N. Y. 

=) 

“We flew, in our own plane, from the Banff Airport to Cal- 
gary, from Calgary to Spokane, and from Spokane to Portland. 
The last leg of our hop we encountered some extremely bad 
weather but arrived in Portland around 5:00 P. M. after a very 
interesting Conference which I think everyone enjoyed.”— 
Douglas R. Gerow, United Finance Co., Portland, Oregon. 

c=) 

“I was disappointed in having to cancel my at- 
tendance at the Banff Conference but I want you to 
know that I have heard some complimentary things 
about it..—E. T. Colton, Secretary and Treasurer, 
New Orleans Public Service, New Orleans, La. 

= - 

“Just a line to let you know how much I appreciated the 
honor of addressing your very estimable organization. Too, 
The Texas Company is most appreciative of the compliment 
paid us. You had a marvelous Conference and I only hope | 
measured up, in a small degree at least, to the challenge of your 
great organization.”—A. A. Nichoson, Assistant to Vice-Presi- 
dent, The Texas Company, New York, N. Y. 

> 
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“I want to tell you that I thought the Conference 
at Banff was a grand affair and, since these things 
just do not happen of themselves, you deserve a lot 
of credit for its success."—Wm. H. Baldwin, Vice 
President, General Motors Acceptance Corp., New 
York, New York. 

= —_ 

“Please send us 1,000 of your booklets, Good Things of Life 
on Credit. We are conducting adult extension classes in Retail 
Credit Procedures in various centers of Texas. These booklets 
contain material which is of interest to students attending these 
classes.”—James R. D. Eddy, Director, Industrial and Business 
Training, The University of Texas, Austin, Texas. 

= — 

“Thank you very much for the beautiful button 
that you sent me as a member of the Quarter Cen- 
tury Club in the National Retail Credit Association. 
It is a privilege to wear such a button and I am 
going to do so.”—Ellis A. Epstein, Credit Manager, 
Hochschild, Kohn & Co., Baltimore, Maryland. 

i 
“The Banff Conference was a huge. success and one that 

we will long remember, not only for the Conference itself, 
but the locale where it was held. Your office is certainly 
to be congratulated on the arrangements which were made.” 
—O. W. Frieberg, Assistant Vice-President, American Trust 
Co., San Francisco, Calif. 

C=) 
“We want to go on record as congratulating your 

organization for the wonderful August, 1948, 
CREDIT WORLD. All recordings therein are very 
interesting and particularly the story ‘Rendezvous 
in Banff’ by Carl Flemington of the Toronto Bureau.” 
—C. M. Reed, Secretary-Manager, The Retail Credit 
Men’s Association, Denver, Colo. 
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W. H. BUTTERFIELD 

ERE IS A QUICK, easy letter-analysis check list 
H that will help you rate your own letters and dis- 
cover any chronic faults you may have. The next time 

you sign your outgoing letters, apply the following check 

list to a few of them. 

Can you answer YES to these questions? 

1. Is the letter clear and easy to read, assur- 

ing the reader’s quick understanding with 

the minimum of effort on his part? 

2. If the purpose of the letter is to induce 

action through an element of persuasion or 

“indirect selling,” does this element empha- 

size the reader’s interests? 

3. Does the letter show consideration for the 

reader by revealing a genuine desire to be 

_ helpful, and by avoiding any negative words 

or connotations? 

4. Is the message complete, giving the reader 

all the necessary facts or information? 

5. Does the letter present a neat, attractive 

appearance as the result of proper balance 

on the sheet, clean-cut typing, and reason- 

ably short paragraphs? 

Can you answer NO to these questions? 

1. Does the letter contain any trite, outmoded 

expressions, such as yours of recent date 

received and contents noted, please be ad- 

vised, enclosed herewith please find, etc.? 

2. Is the message wordy, containing super- 

fluous words that contribute nothing to the 

sentences in which they appear? 

3. Are the words we, J, us, and our used too 

frequently, making their repetition con- 

spicuous throughout the message? 

4. Does the letter sound dull and spiritless 

because of a lack of enthusiasm in writing 

it? 

5. Does the message contain details that are 

irrelevant, and therefore tiresome to the 

reader ? 
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This Month’s Illustrations ™-—~> 

Perhaps you will wish to apply the letter-analysis check 

list to some of the specimens reproduced on the next page. 

All of this month’s letter examples do their work effec- 
tively, and all have produced gratifying results for their 
users, 

Illustration No. 1, used by S. C. Patterson, Man- 

ager of Credits, Neusteters, Denver, Colorado, is a 

credit-promotion letter for mailing to out-of-town pro- 
fessional men. The opening paragraph provides an effec- 
tive point of contact with the reader. By approaching 

him in terms of his own professional point of view, it 

gets his immediate attention. The second paragraph af- 
fords a smooth transition that ties up the opening with 
the whole point of the letter, and makes the relationship 
seem logical. The last two paragraphs are devoted to 
promotional effort that is handled so adroitly that it 
seems more like an offer of service than an account 
solicitation. 

Illustration No. 2, used by Carl E. Roessler, Man- 

ager, Hotel Jefferson, St. Louis, Missouri, extends the 

credit convenience to regular patrons of the hotel. From 

beginning to end, the message emphasizes service. The 

convenience of the Credit Courtesy Card is explained in 

a way that makes the reader realize its usefulness. 

Illustration No. 3, used by S. A. Fibish, Credit 

Manager, Livingston Bros., Inc., San Francisco, Cali- 
fornia, grants the reader’s request for a charge account. 

The letter not only announces favorable action on the 

credit application, but ‘emphasizes the firm’s desire to 

provide every service and convenience. This is the kind 
of “you” letter that makes the most of its opportunity to 

build consumer good will. The tone of the message is 

enthusiastic and cordial. It makes the reader feel that 

her visits to the store will not only be welcomed, but ap- 

preciated. 

Illustration No. 4, used by R. E. Eastwood, Credit 

Manager, Van Winkle’s, Ponca City, Oklahoma, is a 

‘“first-anniversary letter” to charge customers. Coming as 

a complete surprise to its recipients, this message is sure 

to build good will. It expresses not only appreciation, 
but the desire to provide any additional service that cus- 

tomers may desire. 

All of this month’s illustrations are well planned and 

effectively presented. They capitalize on customer-rela- 

tions opportunities that occur frequently in most credit 

departments. They demonstrate alert, constructive credit 

promotion by mail. kek 
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NCUSTETERS 
August 4, 1948 

Mr. George =. Wilford 
Certified Public Accountant 

235 Professional Building (+) 
Colorado Springs, Colorado 

Dear Mr. Wilford: 

As a professional man, you realize the value 
of being a specialist. You know it is important 
to establish a clientele that thinks as you do... 
that has a need for the service you have to offer. 

That is exactly what this letter is about. 
We at Neusteters are specialists in fashion...we 

make fashion and quality our creed. Our clientele 
is made up of people like you...people who appre- 
ciate the better things and desire specialized 
service in their fashion purchases. 

Some time ago we offered you the advantages 
of a Neusteter charge accomt. The credit form 
mailed at that time was not returned to us, and 
we thought perhaps it was mislaid. So we are en- 
closing another simplified form with this letter. 
Won't you fill it out and mail it today? 

Then, whenever you are in Denver, stop at 
Neusteters and become acquainted. You'll like 

this store — its friendly, efficient service and 
its quality merchandise. We are sincerely inter. 
ested in knowing you and having you know us, 

Cordially yours, 

THE NEUSTETER COMPANY 

fl ita 
S. C. Patterson 

Manager of Credits SCP: dad 

uly 20, 19,8 

Mrs. R. E. Finley 
1640 Golden Gate Ave., 

San Francisco, ©a1 

Dear Mrs. Finley: 

Thank you for giving us an ee 

serve you as a charge patron. ee es 

is ready for use, bringing you ee 

and convenience of all charge privi eS. 

ur s iz nnouncemen t 
Your name is on our spec al ar pn 

list, so you mill receive style and sale 
ist, s 

notices from time to time. 

Whenever there is any little extra —— 

po may extend, please call on us. — 

to do everything possible to make you 

shopping here a pleasure. 

ou. 

P tee he Fibis! 
Credit Manager 

IeIstTOCRarT of SAINT Lous 

July 15, 19k0 

® 
Mr. Arthur J. Williams 
1146 Oklahoma Avene 
Tulsa, Oklahoma 

Dear Mr. Williams; 

Your repeated visits to the Jefferson encourage 
us to try still harder to provide the kind of 
service you like. 

In seeking some tangible way to say "Thank you,” 
we felt that you might enjoy the convenience of 
the enclosed Credit Courtesy Card, 
your time in cashing checks and 
all the privileges of a 

This saves 
entitles you to 

charge account. 

We hope, too, that you will use the card to re- 
quest any extra attentions that our staff can 
render to make each visit an enjoyable one. 

Cordially yours, 

Carl E. Roessler 
Manager 

Sve - Americ a Vw 

ROV EASTWOOL 
AT, JR. 

. MRS. MARVIN K. VAN WINKLE - fF. MORRIS TRE 

% 
ee WL Vath» lah/Zi ra) ‘A 

CULE LU MEL!) eee 

MEN*S WEAR 

Ponca City, OKLAHOMA 

® 
August 5, 1948 

Mr. Burton S. Willian 
1414 Oklahoma Avenue 
Ponca City, Oklahoma 

Dear Mr. Williams: 

rtant t% one year ago today! That was an impo: 

pone dmg = us, for on that day you opened your 

account at Van Winkle's. 

f aBs0- ast year. It has been a happy year o' 

aun Tod your petronage here is a source of 

genuine pride to us. 

tinue to shop at Van Winkle's, please 

wade any extra service that will make your 

visits more enjoyable. - 

Sincerely yours, 

R. BE. Eastwood 
Credit Maager 
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@ Business Volume Reaches a New Peake 
BUSINESS HAS BEEN forging ahead steadily during 

the summer months and the total volume as measured by 
financial transactions has risen to 14 per cent higher than it 
was a year ago. Activity has fallen off in a few lines, but 
this lagging has been more than offset by advances in many 
others. Reports of current activity indicate that possibly 
even higher levels can be expected this fall. More than half 
the increase over last year has been due to higher prices 
rather than to changes in the quantities of goods made and 
sold. Factory output is also larger but the increase has been 
considerably less than the increase in volume of trade. 

VARIATIONS AMONG different parts of the country are 
significant although they are still following about the same 
trends as have been predominant throughout this year. The 
LaSalle Map shows that conditions have been maintained at 
the highest levels in the agricultural regions, due primarily 
to the fact that farm income is still rising and farmers are 
in a stronger financial position than ever before. Prospects 
for this year’s crops have also been excellent and close-to- 
record output is expected. Hence, business is very good in 
the Middle West and Southwest. 

AMONG THE INDUSTRIAL areas, the region south of 
the Great Lakes is making the best showing and the per- 
centage gains over last year are almost as great as in the 
agricultural sections. Especially striking have been the im 
provements in the metal working industries, machinery, rail- 
road equipment as well as the sustained rate of steel mill 

operations at close to capacity. The recent widespread wage 
increases, large pay rolls and high consumer purchasing 
power are reflected in large volumes of retail sales and most 
indications point toward a continuation of the upward trend. 

THE MAJOR AREAS of lagging business are in New 
England, along the Atlantic Coast, and in the Southeast. 
Even in these areas, however, business is higher than it was 
a year ago. The large export trade has more than offset the 
slackening in a large number of smaller factories whose out- 
put has come closer to catching up with the consumer de- 
mand. Conditions are gradually changing in a number of 
fields, especially in the nondurable goods lines and many 
companies are finding that increasing sales efforts are needed 
to sell the goods that are currently being produced, 

CONTRASTS are also striking along the West Coast, 
where business volume is forging ahead much more rapidly 
in the northern half than in the southern part. The expan- 
sion of trade and industry in the Pacific Northwest has been 
surpassing that in most other parts of the country. In many 
respects this expansion represents permanent, long-term de- 
velopment and growth to an even greater extent than else- 
where. 

THE BUSINESS SITUATION in Canada has changed but 
little in recent weeks, but the trend is slowly upward. The 
biggest gains have been made in the West and in the in- 
dustrial area north of the Great Lakes.—BUSINESS BUL- 
LETIN, La Salle Extension University, Chicago, Ill. 
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LOCAW ASSOCIATION 

Nanaimo, B. C., Canada 

The Credit Grantors’ Association of Nanaimo, 
Nanaimo, British Columbia, Canada, elected the follow- 

ing officers and directors to serve in 1948: President, 

Longie Hill, Walls & Bradshaw; Vice-President, Cliff 

Turner, Acme Motors Ltd.; and Secretary, Frank 
Adamson, Credit Bureau of Nanaimo. Directors: G. 

Piper, David Spencer Ltd.; Mrs. C. Mowat, Nanaimo 

Ice & Coal Storage Co. Ltd.; E. Neilson, Hudson’s Bay 
Co.; and Cyril Theedom, Nanaimo Motors, Ltd. 

Washington, D. C. 

At the annual meeting of the Associated Retail Credit 
Men of Washington (The Credit Bureau), Washington, 

D. C., in the Mayflower Hotel, the following officers and 
directors were elected: President, J. P. Stedehouder, 
Lansburgh & Brothers; Vice-President, Samuel E. Col- 

legeman, S$. Kann Sons Company; and Secretary-T reas- 
urer, John K. Althaus, The Credit Bureau. Directors: 
Harry N. Aiken, Grosner’s; Leo Baum, The Goldenberg 
Co.; Benjamin Blanken, Chas. Schwartz & Son; Abe 

Coonin, Wm. Hahn & Co.; Elsie M. Lee, Frank R. 
Jelleff, Inc.; Roscoe W. Reichard, The Hecht Company ; 
Herbert J. Rich, B. Rich’s Sons; Frank P. Scott, 

Woodward & Lothrop; Edward A. Henkel, Raleigh . 
Haberdasher ; and Ben Stein, Benson Jewelry Co. 

Wilmington, Delaware 

The new officers and directors of the Credit Grantors’ 
Association of Wilmington, Delaware, are: President, 

N. A. Olsen, Kennard-Pyle Co.; Vice-President, Mrs. 
Earle E. Leaman, Diamond Ice & Coal Co.; Secretary, 
Mrs. Ruth S$. Woodall, Credit Bureau of Wilmington; 
and ‘Treasurer, Wm. B. Dyer, Credit Bureau of 

Wilmington. Directors: Margaret A. McConnell, 

Kennard-Pyle Co.; Florence B. Thompson, Brosius & 
Smedley Co.; Clara W. Parsons, Arthur’s Apparel Shop; 
Thomas L. Payne, Equitable Trust Co.; George G. 
Geiss, Industrial Credit Co.; Ralph H. D. Hughes, 
Jas. T. Mullin & Sons; Joseph J. Alkazin, Braunstein’s ; 

LeRoy N. Dickerson, Sears-Roebuck & Co.; Richard D. 
Desmond, Wilmington Sash & Door Co.; and Thomas 
K. Scattergood, Sears-Roebuck & Co. 

Seattle, Washington 

The Retail Credit Association of Seattle has elected 
the following officers and directors for the year 1948- 
1949: President, Lyman A. Buzard, Frederick & Nel- 
son; Vice-President, Verne Rasmussen, Evergreen Ceme- 

tery Co.; Treasurer, Harold Schrupp, M. Prager & Co.; 
and Secretary, Gladys Hail, Hail Dress Shop. Directors: 

Richard Aronson, Aronson Hardware Co.; Waldo 

Brooks, I. Magnin & Co.; Joseph Toneri, Peoples Na- 
tional Bank of Washington; Dave Boag, Standard 
Furniture Co.; and Ed Anderson, Shell Oil Co. 

Adrian, Michigan 

Officers and directors elected at the recent organiza- 
tional meeting of the Merchant’s Retail Credit Associa- 
tion, Adrian, Michigan, are: President, Lou S. Trottier, 
Wilcox Hardware Co.; Vice-President, Donald Mas- 

teller, Uhlman’s Department Store; and Secretary- 
Treasurer, George D. Gould, The Credit Bureau. 
Directors: Bart T. Schober, Contracts Purchase Corp. ; 
William H. Stevenson, Stevenson Lumber & Coal Co.; 

Russell B. McAfee, Commercial Savings Bank; Fred 
G. Westgate, Westgate-Condra Co.; Norman Walper, 
Walper Furniture Co.; Leo Klein, Maurice’s; and 

S. W. Raymond, Raymond’s Motor Sales. 

Temple, Texas 

The new officers of the Retail Credit Executives of 
Temple, Texas, for 1948-1949 are: President, Rueben 

Talasek, Quality Homes; Vice-President, Mrs. Mary 
Nell Stanley, Adams Furniture & Hardware; and 
Secretary-Treasurer, Mrs. Claire D. Maze, Retail Mer- 
chants Association. Directors: Mrs. Evelyn Cameron, 
Scott and White Hospital; J. J. Morisak, Campbell & 
Co.; and Fred Childress, Childress Refrigeration. 

Providence, Rhode Island 
The annual meeting of the Retail Credit Grantors of 

Rhode Island, Providence, Rhode Island, was held re- 

cently and the following officers and directors were 

elected: President, Charlton G. Muenchinger, Old 

Colony Cooperative Bank; Vice-President, Charles M. 

Williams, Gladding’s, Inc.; and Secretary-Treasurer, 

Clinton W. Briggs, Providence Credit Bureau. Direc- 

tors: George E. Archer, Atlantic Refining Co.; John E. 

Burke, Plantations Bank of Rhode Island; John T. 

Cambia, The Shepard Co.; Elizabeth D. Christie, Ken- 

nedy’s, Inc.; Herbert A. Doyle, Petroleum Heat & Power 

Co.; Joseph H. Driscoll, Narrangansett Electric Co.; 

Sally E. Hammond, Tilden-Thurber Corp.; and Joel J. 

Pincus, The Outlet Co. 

Saskatoon, Saskatchewan 

The new officers of the Credit Grantors Association 

of Saskatoon, Sask., Canada, are: President, J. C. 

Saunders, St. Paul’s Hospital; Vice-President, Herb 

Young, Young’s Book and Stationery Store; and Secre- 

tary, R. C. Steele, Credit Bureau of Saskatoon. 

| Reading this publication carefully 
‘and regularly will contribute to 
| your ewceese aaa Credit Executive. 
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Collection Scorehoar Compiled by the Research Division 

july, 1948 

(Open Accounts) (Installment 

DEPARTMENT STORES | DEPARTMENT STORES 
Accounts) 

« July, 1947 

MEN’S CLOTHING 
STORES 

WOMEN’S SPECIALTY 
STORES 

os & 8 8 >) ane | 
1947 1948 | 1948 

Atlanta. Ga 

Baltimore. Md 44 5|47.11|426 

Birmingham, Ala 54 1|59.9/506 

Boston. Mass 

Cedar Rapids, Ia 62.2 /63.2/61.2 

Cincinnati, Ohio 56.0 |64.9|434 

Cleveland, Ohio 53.2 |57.9| 480 

Columbus, Ohio 

Davenport. Ia 

Denver, Colo 

Des Moines, Ia 

Detroit. Mich 

Grand Rapids, Mich 

Kansas City. Mo 

‘Little Rock, Ark 

Los Angeles, Calif 

Louisville. Ky 

Lynn, Mass 

Milwaukee, Wis 

Minneapolis, Minn 

New Orleans, La 

New York, N. Y 

Oakland. Calif 

Omaha, Neb 

Pittsburgh, Pa 

Providence, R. I 

St. Louis..Mo 

Salt Lake City, Utah 

San Francisco, Calif 

Santa Barbara. Calif 

Sioux City. Ia 

Spokane. Wash 

Springfield. Mass 

Toledo, Ohio 

Tulsa, Okla 

Washington, DC 

Worcester. Mass 

Youngstown, Ohio 

Ottawa, Ont 

Vancouver, B.C 

Victoria, B.C 

INSTALMENT ACCOUNTS receivable of department 
stores rose 1 per cent in June and continued substantially 
above year-ago levels. Collections on instalment accounts 
were somewhat larger than in May but, when related to 
first-of-month accounts receivable, yielded a collection ratio 
of 24 per cent for June, the same as for the preceding month. 
The rate of collection has dropped off in the past year; 
nevertheless, instalment accounts are being liquidated cur- 
rently in about 7 months, a comparatively short period of 
time. Charge accounts outstanding at the end of June were 
unchanged at the May 31 level, but were approximately one- 

634|540 

68.2)52 2 

2.3 

61.0 

sixth larger than a year earlier. Collections were up slightly 
in June, amounting to 52 per cent of accounts outstanding 
on the first of the month. During the past three months 
charge accounts have been repaid, on the average, in about 
58 days; in June, 1947, the average was around 56 days. 
Credit sales of department stores, which customarily decline 
in June, were somewhat below the May volume while cash 
sales remained unchanged. Sales of all types were larger 
than a year earlier, the increases ranging from 43 per cent 
for instalment sales to 5 per cent for cash transactions.— 
Federal Reserve Board. 

RE LE 
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TOTAL CONSUMER CREDIT, June 30, is esti- CONSUMER INSTALMENT SALE CREDIT, 

mated at more than 14.1 billion dollars, representing EXCLUDING AUTOMOTIVE 

an increase of about 2 per cent from May 31. (Estimated amounts outstanding. In millions of dollars) 
Approximately two-thirds of the 331 million dollar - ne 

increase was attributable to further gains in the TOTAL | MENT | HOUSE- hall 
instalment components and virtually all of the re- ——— | oe MAND. | | Sa | ae OTHER 
mainder to an expansion in charge-account indebted- OR YEAR | AUTO- | MAIL~ | STORES| ANCE | STORES | TEDONS 

° ° © MOTIVE ORDER | | STORES 

ness. Instalment credit continued as in the two HOUSES | 
preceding months and on June 30 reached approxi-  ) aes 1,805 469 ~-| «619~=O«| «313 120 284 

atel 2 billion dolle In the fi : he of | Sai 1,012 | 254 | 391 130 7 160 
mate y 7.2 billion dollars. In the irst S1xX mont so — 641 | 174 | 271 29 66 101 
this year, total instalment credit has increased 1944 aia - . 

1 billion dollars. The amount outstanding on ee cael Page ew ’ ” - 
automobile sales rose 6 per cent during June while MB erenenne | 532 | 151 | 237 11 49 «| RA 

s i YE é = 1946 | other sale credit expanded at about one half that Pa xcs | =o | se | op 2a le “eo 
rate. Together they represented an indebtedness 1947 
of nearly 3.4 billions, an amount more than two- January____- | 985 | 337 352 27 114 155 

P ° ‘ [ie 1,155 | 423 395 36 119 182 
thirds larger than is estimated for June 30, 1947. December---| 1,688 | 650 | 528 52 192 266 
An increase of 88 million dollars during June 5 1948 | nave: ae om - on ote 

brought instalment loan balances to 3,793 millions, February ——--| 1/381 624 42 | 82 164 249 
. i . MP ORcnncens f ‘ 497 | 5 23 nearly 31 per cent higher than on the same date i | 1600 $30 (ne aso 363 

last year. | eens 1,722 703 528 65 155 271 
: p : Lo Sees | 1,768 721 542 68 158 279 

Ratio of Collections to Accounts Receivable’ 

INSTALMENT ACCOUNTS | ane DEPARTMENT STORE SALES BY TYPE 

MONTH peparT-| FURNI- | porbap- JEWELRY | DEPART- (Percentage of total sales) 
| MENT TURE | pLIANCE| STORES MENT ek 
| STORES STORES STORES | STORES ; CHARGE- 

ae YEAR AND MONTH =| CASH SALES | wor Pe ACCOUNT 

December-..| 20 | 1 | BZ 3 | 4 = 
1942 | | 3 1941—December-__-___---- | 53 6 41 

Desummer—— et Ueodeen Creo 30 | 1942—December-__---___- | 61 5 34 
December---| 35 | 22 22 5 | 63 1943—December-_-_----- 65 ‘ 31 

1944 | 
December---| 36 | 2 | 39 9) 86| tO 1944—December-_------- 64 4 32 

1945 - | m e - a 1945—December--_-_-__---- | 64 4 32 

~~ a Be. 1946—December--------- 57 5 38 
a 35 26 47 44 54 1947—January____-_-__-- 57 6 37 

‘ 5 
January----- » | 32 47 26 52 a 55 6 39 
. ae 28 23 &4 December--.--.-.--- oF 7 39 

a 29 20 39 31 54 1948—January-__-_-.----- 54 7 39 

January-_.._ 24 18 36 19 53 Pereaty —.......- 53 7 40 

ee 23 a | 4 1 49 ee 52 7 41 
Marck... 53 . 
. ar 25 19 33 52 | ee 51 8 41 

EE cveninnnes 24 19 34 20 52 ee 52 7 41 

pi 24 20 32 20 52 ES: 52 7 41 

‘Ratio of collections during month to accounts receivable at ; 
beginning of month. 

TOTAL CONSUMER CREDIT, BY MAJOR PARTS 
{Estimated amounts outstanding. In millions of dollars) 

END OF MONTH TOTAL TOTAL went SINGLE- CHARGE SERVICE 
OR YEAR CONSUMER | INSTALMENT SALES CREDIT pene PAYMENT ACCOUNTS CREDIT 

CREDIT | CREDIT |" TOTAL AUTOMOTIVE| OTHER we 
9,899 | 5.924 3,744 1,942 1,802 2,180 1,601 1,764 610 
6,485 2.955 1,491 482 1,009 1,464 1,369 1,513 648 
5,338 1,961 814 175 639 1,147 1,192 | 1,498 687 

htl 
aed 5,168 1.840 | 706 192 514 1,134 1,42 | 1,370 716 

| 
oths 5,697 1987 | 719 iss 531 1,268 1.420 | 1,544 746 
bout } 

ays. | 7,762 | 2,908 1,035 336i 699 1,873 1,697 | 2,827 830 
line 1947 
cash January------. 9,783 4,061 1,566 581 985 2,495 2,089 2,764 
rger june———-—____ 10,992 4,918 2,085 880 1,155 2, 2,271 ; 916 

December_____ 13,385 | 6,156 2.839 1,151 1,688 3,317 2,697 3 920 
cent 1948 
18.— January______. 13,058 | 6,186 2.818 1,202 | 1,616 3,368 2,7 3,240 924 

February____- 12945 | 6,249 2.835 1,254 | 1,581 3,414 2:701 3,067 928 
March_-_____-. 13,391 6,498 2,986 1,367 1,619 3,512 2,686 3,281 
Es ctinactesbinnen 13,627 6,769 3.137 1,468 1,699 3,632 2,665 3,2 934 

—- BE ini dink 13,818 6,963 3,258 1,536 1,722 3.705 2° 660 3,263 932 
| Stet nss 14,149 7,192 3.399 1,631 1,768 3,793 9’ 662 3,364 
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Ghanting Credit in Canada 
C. B. FLEMINGTON . . Canadian Correspondent 

How To Say It 
JAMES FISHER, M.C.I., Credit Manager, Lake Simcoe Ice & Fuel Ltd., Toronto, Ont. 

HE MAN who can write a letter that does 
what another man must make a personal call 

to do, is the greatest, most independent power in 
the modern business world. To be effective the 
collection letter must have personality. A touch 
of the “human interest” element in a collection 
letter will get next to a man where mere conven- 
tional forms would do little more than irritate 
and antagonize. 

The collection letters we use are actually form 
letters, although they are individually typewritten 
and slightly altered to meet the exact conditions 
of each customer’s account. We have prepared 
them to cover almost every conceivable circum- 
stance. When an account reaches the stage where 

a letter is demanded, we immediately refer to our 
file and after making a brief notation of changes 
desired, the stenographer completes the letter. 
We sign it personally. A good collection letter is 
one that collects and still keeps the goodwill of the 
customer. Each one used is a tested letter. We 
have tabulated the results produced from these 
and other letters, discarding the less effective ones. 
From our own experience we actually know that 
each one will produce a ‘certain percentage of 
results. 

Avoid Stereotyped Phrases and Wording 
Our letters are relatively short and are paragraphed 

often to make reading easier, We avoid stereotyped 

phrases and wording. We try to make each one seem 

individual and personal. In constructing each letter we 
visualize a customer and write directly to him. We 
are serious rather than humourous, because we have found 
that our humour does not always appeal to the customer. 

We get best results by appealing to the delinquent’s sense 

of fair play and to the value of protecting his credit 

standing. We time our mailing so that the letter will 

reach him when he is most likely to have money avail- 
able. Sometimes a single letter with a strong “human 
interest” element will catch the favourable attention of 
debtors and effect a settlement promptly, but often a 
series of three, four, or even five letters, each a little 

more insistent than the previous one is required. 

The first letter should be merely a courteous reminder 

that the account is overdue. It is well to assume that 

failure to settle the account promptly is due to an over- 
sight. Do not intimate that you have any doubt of the 
customer’s intention or ability to pay. 

Here is an example of a courteous businesslike reminder 

to which no customer could take offense: 
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Dear Sir: 

This is intended merely as a friendly reminder of 
your overdue account to the value of $100.00, which we 
believe you have overlooked. 

Now it has been brought to your notice we feel sure 
you will attend to it at once. 

If by chance your cheque is already in the mail, please 
disregard this reminder and accept our thanks. 

Yours truly, 

Notice how this letter presents the matter fully, firmly, 

and yet tactfully, to the past-due debtor. The letter in 
no way censures the reader for his tardiness. It merely 

calls his attention to the fact that the account has not 

been paid and should be immediately adjusted. 

If the first letter fails to bring a remittance or a reply 
within a reasonable time, a second letter, slightly firmer 
in tone, should be sent. But even now it is not safe to 
conclude that the customer has any desire to evade 
payment. It may be that circumstances prevent him 
from paying the amount due, although he plans to make 
payment just as soon as possible, and that pride or a 
natural reticence keeps him from making an explanation. 

In such a case it is very easy to antagonize a worth-while 
customer by overinsistence. It is not yet time for harsh 
measures. Give the customer credit for intending to 

pay his bills until his action convinces you conclusively 
that he does not intend to pay them. 

Here is a specimen of a second letter: 

Dear Sir: 

Just wondering if you received my letter of (date). 
If you did it must have slipped your mind to give it 
prompt attention. 

There is still time for you to send your cheque to 
us by the end of the present month and we are depending 
upon you to do this. 

The amount is $100.00. Just pin your cheque to this 

letter and mail it back today. 
Yours truly, 

This letter has been remarkably successful, due prob- 
ably to its brevity and pointedness, which are gained 

without sacrificing pleasantness. 

The following is another letter that serves as a 
second appeal to the procrastinating debtor: 

Dear Sir: 

You have always been so prompt in making your 
settlements heretofore that we are wondering what is 
causing you to withhold payment of your January 
account of $100.00. 

Perhaps the reason is our fault, something which could 
be very easily adjusted, if you would only let us know. 

If, however, the charges are correct, will you please 
send along.your cheque for the amount in question. 

Yours truly, 

Let us here glance back over these money-getting let- 
ters and determine what common factors contributed to 

their effectiveness. 
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him, the debtor may be more affected than by the mere 
statement of a definite action that is to be taken. 

Notice the effect of the following letter: 

Up to this point, we have assumed that the debtor has 

every intention of meeting his obligations, and rightly, 

for the customer has not yet indicated by his action that 
he is to be classified as a “dead beat.” In each case a 
direct request for money is made. The customer volun- 

tarily incurred an obligation. When buying the goods, 
he knew that they must be paid for. Therefore, the 
writer of collection letters has every right to expect pay- 
ment as soon as the account becomes due. He is entirely 

within his province in making a courteous, firm request 

for payment. 

Dear Sir: 

If this letter does not bring an answer within the next 
seven days, we must refer your overdue account of 
$100.00 to our audit department for a ruling. 

Manifestly there is no reason why you should not pay 
it, or we would have heard from you to that effect 
before this. 

You voluntarily incurred this obligation. You were 
fully aware of the terms applying to the purchase when 
you ordered the goods. Yet you have ignored all our 
courteous requests for settlement. 

As it is extremely probable our audit department will 
take immediate action to recover this account, we 
strongly urge you to waste no time in communicating 
with us, and thus avoid unpleasant developments. 

But there is no reason why one should “suggest,” 
“beg the favor of,” or “respectfully direct attention to”’ 

a remittance. Such weakness indicates a doubt about the 

returns. They do not create the affirmative impression 
that payment is expected as a matter of course. This is 
the angle from which the collection letter must be writ- Such a letter, giving a straightforward recital of the 

ten, prompt payment is expected, not asked for as a facts of the case, puts the responsibility for future 
personal favour or for any other irrelevant reason. The developments entirely on the debtor’s shoulders. 
transaction is a matter of business throughout. Payment 

Yours truly, 

ily, should be expected on a business basis. Injecting Fear Into Collection Letters 
in ve : : f ; : 

The function of the collection letter is to tell the , ak oe , ‘ 
‘ely * gt ‘ By ; When we take up the elements of injecting fear into 

: reader that you expect him to pay a certain amount o . ‘ 
not bs b Capers va 1 tj ere ; collection letters, the account must necessarily have 

money w nm a certain specihed ti . 1ere 1s . . yy Ve : ies h ae _— ‘ we ' 7. 1 progressed to the point where collection through the 
no reas r ‘ ot speak pl: 7, appes : Ses ae : 

ply ~ 1 ik 3: ” say 7 rem ” "a 2 : it - Ther courts is a near possibility. The purpose of such a letter, 
; a acted strs ‘ > render’s nety. ere “ae } 2 ' : : 

ner onatarey ™ pores ee a oe eee — fici : and this is an important consideration, is to bring the 
; ‘ite antagonis s “ent : . . 

to SF ee 2 ee ae SS ae money in, not merely to pave the way for the suit. 
courtesy and positiveness that the recipient is forced to ; ; aed 

ade . . ; . “ a Your letter should be terse and conclusive. ‘There 
: admit to himself that your attitude is entirely fair. : eae ‘ 
lim lf the & 7 , ; should be an air of finality about it so that the reader 

the first and second letters, appealing > cus- . : . . . 
ake -_ “ 4 1 oe "s PP mang. to tat - may realize the earnestness and seriousness of his posi- 

tomer 1onesty, not D y ¢ ~ anc g x Sh. 
ra hi : . ald foll sip A SeREIRECS OF wit tion. And remember that the attorney should not be 
. a tni etter s yw ¢ -w days : i ion. ‘ rd letter should follow within a few days. - resorted to, nor even suggested in the letters, until every 
hile it should still assume that the debtor really means to : reg ; ; other possibility has been exhausted, such as telephone 

pay, it should insist firmly upon an immediate settlement, 
irsh Ny calls, personal calls or any other means you may have 

or at least a reply explaining why settlement has not- eet 
to na ; at your disposal. 
a been made. The tone of the letters naturally grows 

y = . The following is a specimen of a collection letter that 
more insistent as the series progresses. : _ 

‘ ° F , : appeals to the customer’s sense of fear: 
Here is a specimen letter, used as the third of a series, 

with an appeal to the debtor’s pride as the controlling 
factor: 

Dear Sir: 

Your attitude toward a settlement of your past due 
account of $100.00 leaves us no alternative but to hand 

Dear Sir: 

You take pride in your reputation for meeting obliga- 
tions promptly. Your credit standing is based on it. 
We feel that you have not intentionally ignored our 

reminders of your past due account amounting to $100.00. 

It may be that you have been away or some other good 
reason. In any event, don’t you feel that we are entitled 
to some consideration, either a cheque or a letter of 
explanation ? 

Please let us have one or the other within the next 
few days. 

Yours truly, 

When to Send Third and Fourth Letter 

If no reply is received to the third letter within a 
reasonable time, it is probable that the debtor intends 

to avoid payment. The fourth letter should bring the 
matter to a definite conclusion. As a rule it should set 

a definite date for a reply and should state specifically 

what action will be taken in case no reply is received 

by that date. 

It is here that letters can be used to work upon the 

debtor’s curiosity and fear. Of these two angles of 
appeal, curiosity is many times the more resultful, for it 
is the unknown danger a man fears most. If you can 
stimulate his curiosity regarding a pending action against 

it to our solicitor for collection. 

The publicity created by allowing your name to appear 
on Court records cannot help but have an adverse effect 
upon your future credit standing. 

The ultimate payment of the account together with 
Court cost and the loss of time you will suffer by having 
to appear in Court, is inevitable. 

Follow our advice and pay your account before our 
solicitor is called in. It will be decidedly to your ad- 
vantage to see that your cheque for the amount of our 
claim reaches us within ten days from the date of this 
letter. 

Yours truly, 

A letter such as this presents the case to the debtor 
fully and definitely, yet in such a manner that a direct 

remittance can be sent without any humiliation on the 
part of the customer. The function of such a letter as 
this should be to offer the reader every possible opening 
for a direct settlement. Remember that the purpose of 

this letter is not merely to serve notice that the account 
is to be placed with your attorneys; it is a final endeavour 

to collect the amount. Failure on the part of the debtor 
to make remittance on the specified date should be met 
with prompt action by the attorneys. This step being 

taken, the debtor must, of course, deal in the future with 

your legal representatives. nik 
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ET ME ASK YOU, as a credit granter, this ques- 

Pp tion: “Is your credit bureau an Orphan Annie as 
far as your credit department is concerned?” ‘There are 
three good reasons for asking that blunt question and all 
of those reasons concern your credit business. 

First, Your credit bureau whether merchant or pri- 

vately owned, is directly and indirectly controlled 
by its members and subscribers. The information it 
sells—its life blood—depends upon your contribu- 

tion of trade experiences. Its progress depends upon 
your purchase of its service. 
Second, Its policy determining officers—the Board 
of Directors and its manager, or owner—determines 

the quality of its service and its continuity, and 
Third, The efficiency of the bureau and the attitude 
of its directors, management, or owner, determines 

the cost of your credit bureau reports. Your costs 
must pay for two things: 1) Current monthly 
charges, and 2) the kind of bureau you are building 
for tomorrow. 

A credit bureau’s job is to serve its subscribers ade- 
quately, reliably, and economically. To achieve these 

goals, a credit bureau must have good management. You 

pay for a good manager whether you have one or not. 

Although you may not pay in salary, you pay through in- 
adequate, inaccurate, or slow service which contributes 

to poor customer handling and excessive credit losses. 

Most credit bureaus today are competently directed 
and managed. They make Factbilt reporting service the 
best obtainable. But in almost every state and province 
of North America, there are a few bureau managers who 
should be “fired.” Are those words too harsh? Let's see. 

I have reviewed the service and financial reports of 

bureaus in all population brackets. Some of the facts 

developed are startling. One outstanding example will 
serve to illustrate my point. Unfortunately, there are 
others that could be cited. 

During the last three years, a credit bureau operating 
in a town of 40,000 had a total annual reporting income 
of only $10-12,000 annually. 
exceeded that figure. 

Its operating expenses 

What income do most bureaus in that population 
bracket have—from $25 to 30,000! 

What makes the difference? The answer is competent 
bureau management and an interested Board of Directors. 

When the bureau manager retired at the age of 83 

(after many years of virtually unsupervised service) a 
new man was hired. This new man was an exchange 

clerk who had no experience with credit granting and 
no background of credit bureau management. This new 

“bureau manager” started at $300 a month! The bureau 
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will show no more progress in the next few years than 
it did under “good old John.” It will simply coast 
along, giving poor service! Like his predecessor the new 
bureau manager has neither the ability to develop new 

techniques nor the inclination to broaden his own out- 

look by attending conventions and credit bureau institutes. 

Those few credit bureaus who don’t do @ good job 
focus the attention of credit granters on their short- 

comings. They muddy up the reputation of all credit 
bureaus. Directors and leading credit granters in 

different communities frequently contact me as to what 
can be done. Sometimes they are looking for new 
managers or are wondering how they are going to handle 
the manager who is in a rut. This dissatisfaction is cer- 

tainly not limited to towns in a single population bracket. 
What’s my point? Simply this: You can’t have a good 
credit bureau without the right type of manager, and 
you can’t get a good manager unless he is paid an ade- 

quate salary. A credit bureau manager must have com- 
pensation commensurate with real responsibility and the 
important job of maintaining a corporation vital to the 

community's business life. Here’s a check list that | 
suggest you apply to your own bureau: 

1. How much does your credit bureau manager or 

secretary earn monthly? 

2. Does your bureau hold credit association or credit 

granters’ meetings regularly? 

3. Is your bureau operating in the black? 
It should be paying salaries high enough to employ 
and hold good experienced management and people. 

Does it? , 

Does the bureau manager take an active interest 

in local civic affairs? 
6. Does your bureau manager regularly attend the 

meetings of at least his state and_ district associa- 

Jt 

tions ? 
Are the credit bureau’s master card files carefully 

developed for PERMANENT use? 
8. Is the physical equipment of your bureau efficient ? 
9. Does your bureau have a fund set aside for expan- 

sion and possible lean times? 
10. Is your manager progressive, resourceful and look- 

ing for new ways of giving you better credit bureau 

reporting service? 

~I 

Check the answers to the-e questions against informa- 
tion you obtain from communities in your population 
bracket. Face the facts about your present and future 
credit bureau service. If changes should be made, see 
that they are. You as a member of the National Retail 

Credit Association—one of the credit bureau’s users— 
pay for service, good or bad. wee 
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INSTALMENT ACCOUNTS RECEIVABLE at furni- 
ture, jewelry, and household appliance stores were larger 
at the end of June than a month earlier and substantially 
above year-ago levels. The growth in furniture store 
accounts outstanding in June brought the end-of-month 
figure to the highest point reached since mid-1942. Instal- 
ment accounts of furniture stores were liquidated at a 
more rapid rate in June than in any other month this 
year. The ratio of collections during June to accounts 
outstanding on June 1 was unchanged from the May figure 
of 20 per cent at jewelry stores, while at household appli- 
ance stores the ratio declined from 34 to 32 per cent. For 
all three kinds of business, instalment accounts were col- 
lected less rapidly than in June 1947. 

x *k * 

ANOTHER NEW RECORD. For the third consecu- 
tive year a new record has been set by smokers in America. 
345 billion cigarettes were smoked during the year ended 
June 30. This was equivalent to 121 packs for every man, 
woman and child. Inasmuch as many persons do not 
smoke, the number used by smokers averaged much higher 
than that. 

xk k * 

CONSUMER INSTALMENT LOANS outstanding at 
the principal cash-lending institutions passed the 3 billion 
dollar mark during June, and at the month-end were nearly 
two-thirds greater than the prewar high reached in August 
1941. The June gain of 69 million brought the total to 
an estimated 3,010 million, 29 per cent above the level 
on the corresponding date last year. The volume of loans 
made during June, 521 million, exceeded May volume by 
nearly 8 per cent. 

oe re 

UNCLE SAM If SLOW IN PAYING HIS BILLS. 
Recently an advertising agency decided not to renew its 
contract for recruiting advertising in the First Army Area. 
Reasons: Red tape and excessive delay in collecting. 

x * * 

“THE MOVIES ARE competing with the dollar ham- 
burger and dollar butter,” says Eric Johnston, chief of 
the Motion Picture Association of America. For some 
time the movie industry has been singing the blues, be- 
cause the box office has fallen off. Competition is found 
in television, night baseball and dog racing. Johnston 
thinks there will be a recovery in the film industry next 
fall as better pictures were being planned on reduced 
budgets. 

x * * 

A 7-CENT NICKEL was proposed in a bill submitted 
to Congress. The purpose, sponsors said, was to provide 
a higher value coin which would purchase articles which 
formerly sold for a nickel. Manufacturers have been 
obliged by inflation either to cut down the size or amount 
of many things which formerly cost a nickel or jump the 
price to the next conventional coin, a dime. 
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FURNITURE STORE SALES declined somewhat less 
than the customary seasonal amount in June and were 13 
per cent larger than in the corresponding month of 1947. 
Cash and charge-account sales were a little below the 
May volume but instalment sales were well maintained. 
In comparison with year-ago levels only cash transactions 
showed a decline. Instalment sales were nearly one-fourth 
larger than in June 1947. 

x * * 

HOW DO YOU GET IN DEBT? That is one of 
several questions staff members of the Senate-House Com- 
mittee on the Economic Report have about how the Ameri- 
can dollar is made and spent. To get the answers will 
cost some $12 million, the Budget Bureau has informed the 
Committee. They desire more information on the ways 
that people spend, save and get into debt; on how much 
money is earned by those not covered by social security, 
and on seasonal and geographic trends in employment. 

INSTALMENT ACCOUNTS RECEIVABLE in furni- 
ture stores at the end of June were 2 per cent higher than 
on May 31 but nearly one-half again as large as on the 
corresponding date of the preceding year. Collections on 
these accounts were slightly accelerated, amounting to 
20 per cent of the amount outstanding on June 1, as com- 
pared with 19 per cent in the three preceding months. At 
the current rate of repayment, instalment accounts would 
be liquidated in about nine months. 

x *k * 

A RADIO TECHNIQUE has been adapted to sales 
training work. At training meetings in a Pittsburgh store, 
salespersons are asked questions about selling problems. 
Correct answers win merchandise awards. And, as on 
radio, even incorrect answers get smaller prizes. 

x *k * 

A SEVEN-DAY BANKING PLAN in Syracuse, New 
York, which other banks have been watching, appears to 
be successful. In the elevator corridor of the Onondaga 
County Savings Bank building are desk and bank forms, 
and a chute to a vault in the basement. Deposits may be 
made, interest and rentals paid and savings bonds pur- 
chased from 7 A. M. to 11 P. M. every day. Bank books, 
receipts and bonds are delivered by mail to customers the 
next day. In 10 months thousands of transactions have 
been made and the bank has added 250 more patrons. 
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THE BUREAU OF LABOR ésstatistics reported the 
shattering of all records in its cost of living index and in 
wholesale prices. The advances in wholesale prices already 
recorded by the bureau made further increases in retail 
price levels almost inevitable unless consumer resistance 
proves an offsetting factor. The cost of living index—now 
more accurately called the consumers price index—hit 171.7 
per cent of the 1935-39 average on June 15 

x * * 

WAGE RATES ADVANCED an average of 17 cents 
an hour during the year ended July 1 in 25 north central 
cities, covered by a report of the Bureau of Labor Sta- 
tistics. The average increase for seven basic building 
trades in the period was from $1.90 an hour to $2.07. 
The highest average hourly scales for the seven trades 
combined were: $2.33, Chicago; $2.23, Cleveland; $2.18, 
Detroit; and $2.00, St. Louis. 
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THE OPINION OF THE department of labor is that 
the two-pants suit which went out with the cloth short- 
age during the war, is overdue in making its reappearance. 
This has been a real loss to the family of moderate means. 
The survey, in spite of the absence of the two-pants suit, 

shows that both quality and abundance of clothing is 
gradually moving toward the prewar level. The women’s 
new look adds spice and additions to the wardrobe—also 
additions to the price tags—with debatable results in terms 
of value to the consumers. 

x * * 

PERSONAL CASH DEPOSITS dropped 4 billion dol- 
lars in the first quarter of 1948, the largest decline since 
before the war. The drop contrasted with an increase of 
$1,500 million in the preceding quarter. This decline was 
disclosed in the Securities and Exchange Commission 
analysis of savings by individuals in the United States. 

x *& 

INSTALMENT BUSINESS HAS a way to go before 
it hits the prewar level. In 1939, instalment credit sales 
in home furnishings stores amounted to 536 millions, or 
almost 45 per cent of total sales, in 1947 credit sales 
totaled only 528 millions—a mere 12.2 per cent of total 
sales! The department store picture is equally grim. In 
1941 instalment sales amounted to only 9 per cent of the 
store total; by last year that figure was only 6 per cent. 
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Sditrial COMMENT 
* * * * * * * * * * * * * * * 

Government Credit Control 
While it was expected that new Government credit 

controls would be approximately the same as Regula- 
tion W at the time it was terminated, November 1, 1947, 
it was hoped 18 months maximum time would be per- 
mitted on all types of durable goods. Higher prices of 
such merchandise would have justified this concession. 

Some concern has been expressed over the reim- 
position of credit controls and the effect on business. 
Although I still feel that Government consumer credit 
controls are unnecessary, it is my opinion that they will 
not curtail inflation, nor will they seriously affect in- 
stallment sales volume. 

There is an advantage in regulated credit for cities 
interested in community credit policies, which accord- 
ing to the opinion of counsel for the National Retail 
Credit Association may not be adopted, as they conflict 
with the Sherman Anti-Trust Act. Regulation W will 
give to those cities a form of credit control, as it will 
eliminate competition in credit, and do away with un- 
sound practices, followed by some retailers, of adver- 
tising easy terms to build sales. 

This is a distinct advantage to a large majority of 
retailers, as the consumer will not be tempted to go 
into debt for more than can be paid out of’ income. It 
will reduce collection headaches for the retailer and will 
prove beneficial to the customer who is inclined to over- 
buy because of low down payments and abnormally 
long terms. 

As long as the regulation is in effect the Federal 
Reserve Board should have the complete cooperation 
of all retailers. Regardless of their views on the sub- 
ject, the entire membership of the National Retail 
Credit Association will, I am confident, cooperate whole- 
heartedly as in the past. 

General Manager-Treasurer 
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