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Egturn to regulatlog

On February 2L, 1955, controls on hire purchase were reimposed.
In his announcement in the House of Commons, Mr. Butler stated, "The
Orders are designed to deal with the immediate situation, but it is the
Government!'s intention, as soon as opportunity offers, to seek permanent
powers for this purpose." The regulation specified down payments of 15
per cent and maximum maturities of 2l months for most tyres of controlled
goods. For the most part, the categories of goods previously controlled
and mentioned above were again regulated. The main additions were furni-
ture, jewlery, and cameras,

Mr, Strauss, the Parliamentary Secretary to the Board of Trade
stressed the differences between the present Order and the one in effect
last dJulys:

"essThe range of the goods now covered is wider, but the
terms are less onerous. The deposit is 15 per cent
instead of what was usually in the former Crders, namely
one~third, The period for Fayment is normally two years
instead of 18 months. It is four years in certain cases~-
cookers, water heaters, and wash boilers,

"The need for this Order does not now rest, as did
the former, on the need for restricting the use of metal-
using goods that were required for defense and export.
The aim of the present Order is to reduce internal demand
roughly over the whole field of durable consumer goods,'" ;/

In early March, the banks agreed as to how they should interpret
the Government!'s request for restraint in granting credit to finance hire-
Furchase transactions. The president of the British Bankers Association
advised member banks: (1) to grant no additions to the credit lines already
cutstanding in favor of hire purchase finance houses, and (2) not at Iresent
to consider hire purchase finance from new customers. It is believed that
bank advances for hire purchase increased 50 per cent in the last quarter
of 195L and the total trebled during the year. 2/ These estimates, more~-
over, would not reflect advances granted to customers of the banks for
Froviding extra working capital but utilized by the receipients to finance
hire purchase,

Effect of the repulation

The British Government has indicated that 1t regards hire purchase
regulation primarily as a supplementary anti-inflationary measure, By
reducing domestic demand for the regulated consumer goods, it is hoped that
additional resources will be channeled into export trade. Although exports

1/ Hansard, 22 March, 1955, column 2032.
2/ Hansard, 22 March, 1955, column 203L.
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of automobiles, radios, television receivers, and washing machines increased
during 105k, the ratio of goods exported to total production declined in

all cases. The February 26, 1955 issue of the Economist States as follows
with respect to the effects of hire purchase regulation on exports:

"It so happens that many of the goods that are bought on
hire purchase-~~motor cars, household appliances and so
on-~-are either goods that could be exported or else goods
that are made by workers who could find employment in
similar export trades. lany of the goods and services to
which demand might be diverted now that hire rpurchase is

to be slowed down, on the other hand, are natural absorbents
of inflation, which can suck in a flood of purchasing power
with little trensfer of real resources from other employ-
ment...If a man switches his furniture money to beer and
cigarettes, he adds to Exchequer revenue by far more than
he diverts brewers from exporting or draws dollar tobacco
from stockessIf he goes more frequently to the cinema or
the greyhound stadium, he makes more intensive use of these
underfilled pieces of capital equipmentj...! 1/

The initial reaction of producers and retailers to the new order
was that the present level of hire purchase would probably not be depressed
to any great extent although they agreed that any further expansion would
be checked; the main effect would be on traders, such as furniture dealers,g/
who have been offering "no deposit" terms with repayment periods up to
three years.

Such information as is available for the period of regulation
seems only in part to substantiate the first reaction. Reports from the
furniture trade indicate sales declines of between 20 and 30 per cent.
Sales of radios and televisions have also declined somewhat, 2/ On the
other hand, credit to finance sales of new and used Fassenger cars has
continued to increase, but the rate of expansion appears to be declining
somewhat. The number of hire purchase agreements signed in liarch was
considerably above the number signed in February; however, while the
number reported in February was 70 per cent above a year ago, the number
in Harch was L9 per cent above the corresponding month of 198,

Conclusions
m

Consumer credit has been developing rapidly not only in Great
Britain but also in several other countries of Western Europe and has been
a factor in the expansion of purchases of durable goods in that area. In
Eurcpean countries the relationship of consumer credit to disposable income
it still low relative to the United States; however, the trend toward
increased use of consumer credit is expected to continue. As a result of

1/ The Economist, February 26, 1955, p. 687.
2/ Business Credit, April 1955, p. 1.
3/ Business Credit, May 1955, p. 13.
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d; interest-in;cansumer credit has been stimulated; especially
L to its impact on the trade balance, To relieﬁéﬂtra&egbalance
» Denmark, in addition to Great Britain, has imposed controls

consumer credit, while Belgium is presently reviewing the feasibility
ich measures,

b on the balance-of-payments~position
vary by country depending-upon'the,sﬁimulﬁsfﬁhis
durable goods purchases, the extent to which it
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