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Congress of the Wnited States
‘Bouse of i?szpreszntatiﬁes IR
@Qiasbmgtun, D.C. 20515

' February 1 1978A'4

Dear Co]1eacue

On February 7, the House will cons1der H.. R 9718, Teq1s1at1on _
providing for an Off1ce of Consumer Representation. As Members of the
Banking, Finance and Urban Affairs Committee, we have had an opportun1ty
to see first-hand how consumers are seriously under-represented in the

" Federal bank regulatory process. On a daily basis, these Federal agencies

hear from the many attorneys, lobbyists, economists and.others who
advance industry's viewpoint on the. dozens of issues which directly and
indirectly affect the consumer. Each business witness is able to
concentrate on those relatively few government actions which will v1ta11y
affect them. That is industry's right and the 0ffice of Consumer

Representation w111 do noth1nq to thwart 1ndustry S representat1on

Yet as a practical rea11ty, 1nd1v1dua1 consumers and consumer groups
do not have sufficient economic resources and technical expertise -
consistently to present their viewpoint. -The imbalance of representation

has caused an irrational and ineffective decision- -making procedure. Examples

of the need for consumer representat1on are 1eq1on

1. Since 197 the Federa] Reserve Board has had the power to .
prescribe regu]at1ons defining unfair or deceptive dcts or o
practices of banks. To date, they have not acted -- even on such. .
non-controversial issues as ron-interest-bearing Christmas Clubs
and inadequate or deceptive savings account disclosures. -The

proposed Office of Consumer Representation would provide the needed f’

impetus for action by the Federal Reserve in this area.

2. 1In 1973, the Consumers Union was forced to sue the Federa]

Reserve to obtain public disclosure of consumer interest rate

information. While the information was released in 1975, there

is no guarantee -that the information will continue to be pub11shed
~The Office of Consumer Representation is expressly directed to make

reports on consumer interest rates, a step which will a]low consumers

to make more 1nte111qent marketp]ace decws1ons : :
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3. Fifteen months after the Equa1 Cred1t Opportuntty Act
regulations had been made final, the Federal Reserve Board- had
neither set up an Office of Comp11ance nor had it made any
revisions in its bank examination manual. Similarly, the

Federal Deposit Insurance Corporation and the Comptroller of the
Currency were inexcusably slow in gearing up for enforcement of
the law. Recent Congressional initiatives on Debt Collection.
and Community Reinvestment will only succeed if there is vigorous
enforcement by the Government. The Office of Consumer Representation
can have an important role in see1ng that Congressional 1ntent

on these new consumer protect1on issues IS fo]]owed '

4. The track record of the Federa] bank regu]atory agencies in
responding to consumer complaints is abysmal. A 1976 survey of -~
consumers who had filed complaints at the Federa] Deposit . A
Insurance Corporation,: the Federal Reserve ‘Board, the Comptro11er
of the Currency, the Federal Home Loan Bank Board and the National
Credit Union Administration, revea]ed that an astonishing 70% ~ -
were not satisfied with the agencies' resolution of their problems. -
This study by the Subcommittee on Consumer Affa1rs of the Banking . -
Committee also revealed that none of the agencies have taken

- steps to pub11c1ze the existence of their: consumer affa1rs off1ces.;

One function of the Office of Consumer Representatton will be to rece1ve
and eva]uate comp1a1nts and to transmit to the appropriate agencies:
problems concerning actions or practices which may be detrimental to the
interests of consumers. This centralized approach to the handling of
consumer comp1a1nts would enhance the accountability of the Federal bank .
regu]atory agenc1es to the American taxpayer :

We, therefore, urge you to support H R 9718

S1ncere1y,
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Henry S. Reuss, Chairman, Committee

on Bank1ng, F1nance and Urban Affa1rs ~ Tsubcommitte on F1nanc1a1 Inst1tut10ns,
- Supervision, Regu]at1on and. Insurance

Sl Lo /ﬁu 7 Mitlel

Frank Annunzio, Chai¥man, ’ Parren Mitchell, Chairman,. Subcomm1ttee
Subcommittee on Consumer Affairs. - = on Do estic Monetary Po]1cy. '

%W

Jéfhes J. Blanchard, Member, Committee
on Rankira. Finance and Urban Affairs

C for) — SenR
Pau”? E. Tsongas, MeAber, Jommittee on L Cliffu¥ Filen, Member, Committee on
: Bank1ng, Finance and Urvan Affairs, - ~ Banking, Finance and Urban Affairs.
' arsy Foos Oahen Boe B Joit—
' Mary RosL/dakar; Member, Committee on Bruce F. Vento, Member, Committee on
Banking, Finance and Urban Affairs. - Banking, Finance and Urban Affairs.

-~

- Newton I. Steers, Jr.z/Member, Commi ttee
on Banking, Finance And Urban Affairs..
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