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PREFACE

All students are consumers; they will be as long as they live. If
education is to equip them for intelligent living after they leave
school, it must include instruction in everyday economics and,
more particularly, in meeting their responsibilities as citizens
and consumers.

In the past, courses in consumer education have been too
frequently offered only in the last years of high school. In such
cases, those students who dropped out of school earlier did not
have the opportunity to study vital economic and consumer
problems. The excuse most commonly given for delaying the
course has been the theory that consumer education is too
highly specialized for the younger student to grasp. That excuse
no longer holds. This edition of Your Personal Economics pro-
vides a simple, yet comprehensive, course for the earlier years
of the secondary school period when all students can be reached.

Actually consumer education is a simple thing, because it
deals extensively with the common-sense problems of cveryday
living. Boys and girls of thirteen or fourteen live face to face
with these problems. Therefore it is easy to make consumer
education real and absorbing simply by treating it in terms of
students’ actual cxpericnces, as this book does.

The basis of this approach is the fundamental definition that
good consumership is merely the art of making wise choices
and using one’s money and other resources toward the achieve-
ment of a happy, healthy, and fruitful life. By the time boys
and girls have reached high school, they have begun to consider
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viii Preface

the all-important problem of what they want most out of life.
As this question comes to claim more of their attention, they
should gain an appreciation of the knowledge and planning
that go into the achievement of their goals. Only by acquiring
pertinent information and a clear understanding of economic
and consumer problems can they realize their goals. To equip
the student with such information and understanding is the
purpose of Your Personal Economics.

It is a fundamental belief of the authors that real consumer
education is constructive in purpose and character. It is no place
for negativism, cynicism, and defeatism. It is a place to inspire
young people with high life goals and to provide them with
tools to achieve these goals.

Aucustus H. SmitH
Grapys Banr

Frep T. WILHELMS
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TO THE STUDENT

For years now, you have been a consumer. In fact, by the time
you were given a nickel to buy an ice-cream cone you had begun
in earnest the exciting carcer of a consumer. For the rest of
your life you will be deciding economic and consumer ques-
tions and problems; you will be shopping, choosing, and buy-
ing goods and services. It is just as important to learn about
this vital career as it is to learn how to be an airplane mechanic
or a teacher. Because you are already an almost full-time con-
sumer, it is not too soon to begin learning how to be good at it.

Do you think learning about your personal economics sounds
hard? Well, it is no harder than trying to decide how to make
your fifty-cent allowance spread over movies, candy, church,
and carfare. In fact, that is what this book begins with and
discusses throughout—how to use your income and other finan-
cial resources to achieve a happy, healthy, and satisfying life.

Everyone has at some time decided to put all his effort,
thought, and money into a giant purchase: a bicycle, a pair of
skis, or perhaps a dog. Wants such as these change, but all the
way through life there will be things that take their place—
big investments like houses, vacations, and children. In deciding
what you want and how to get it, you will find this book a
friendly adviser, helping you with practical suggestions to plan
and choose the right course.

The shopping you do is always an adventure in which you
meet different kinds of people and use your experience and
judgment. In like manner, planning a budget, getting a job,

xi



X1l To the Student

and buying a house are adventures. What will happen to you
when you embark on them no one can tell, but this book will
give you information and guidance that will help you make
the most of them. Then, your career as a consumer will be
rewarding and satisfying, and it will be fun.

As you study this book, you will see that by intelligently
meeting your responsibilities as a consumer you can increase
your own satisfactions in life and also help others to live suc-
cessfully as consumers. The interests and standards of con-
sumers have a vital influence on the kinds and qualities of goods
and services that are made available to the consuming public.
Through knowledge and a positive approach, much can be
done to improve the economic satisfactions of everyone.



PART 1

Looking

CHAPTER 1: YOUR

ECONOMIC CAREER
Forward

If you are like most of us, there is a picture in the back of your
head—a picturc of the kind of person you are going to be and
of the kind of life you are going to live. Now and then, as you are
strolling along, or lolling lazily around home, don’t you like to
take that picture out and look at it awhile? Don’t you drcam
some favorite dream of the years that are to come?

We are not going to pry into your private drcam. You have
a right to make it what you like. But no onc of us should assume
that a dream will come true all by itself, without our doing any-
thing about it. And—even morc important—we should not let
ourselves think that it’s “just a dream” and that nothing can
be done about it.

For we are lucky people. We live in a free country, where
young men and women who know what they want have the
world’s best chance to get it. And we live in a time when new

1



2 Looking Forward

opportunities keep coming along one after another. Maybe no-
body’s dream ever comes completely true; but each one of us can
go a long way up the road toward turning ours into reality.

To do the job we nced two things. We need ambition—to
know what we want and to have the vigor to work for it. And
we nced know-how—the plain, practical ability to handle our
problems as they come along.

The ambition is something each one will have to furnish for
himsclf; no one clse can give it to you for it is something deep
down inside you. But this book can help you. While reading
the pages that lie ahead, keep in mind that our purpose is to
help you achieve what you want. Let’s look together at some of
the problems you are likely to bump into and see what you can
do about them.



Cé/(/p/w' /.- YOUR
ECONOMIC CAREER

What did you think when you first saw the title of this book,
Your Personal Economics? Werc you a little surprised to learn
that you had personal economics? Did you wonder what the
word “economics” means?

One dictionary defines economics as “the science concerning
the production, distribution, and cénsumption of wealth, or the
material means of satisfying human desires.” But we do not
need such an elaborate definition. When we talk about your
personal economics, we simply mecan whatever you do to meet
your needs and satisfy your wants. If we were going to dcfine
personal economics as a science, we would say it was “the science
of getting the greatest possible satisfaction and enjoyment out
of life.”

Everybody wants to do that, of course. And for every family
it always involves two things: carning a good income and using
that income in the best possible way.

We can put that in another way. We can say that every young
person who wants to lecarn to manage his personal economics
well must learn two things: He must learn to produce efficiently,
and he must learn to consume wisely.

Earning an income. Back in “the good old days” every fam-
ily produced just about everything it was going to consume.
Most people lived on farms, and therefore they raised their own

3



4 Looking Forward

food. They also spun and wove their cloth and sewed their
clothing. They did not sell much of what they produced, and
they seldom worked for wages; therefore very few people had
much money income.

Courtesy International Harvester Company

On this page and the page opposite are pictures that illustrate our
changing economic life: the cutting of grain by hand, then Cyrus
McCormick's first reaper. . . .

Times have changed. Although farmers still raise much of
their own food and housewives still do quite a bit of sewing
and still make the cakes and pies you like so much, people, in
general, do their producing by working at some specialized
job. They run a store or a filling station; they work in a factory;
they teach school or practice law; etc. In each case they get a
money income. They use that money to buy the things they
want.

The fact that people now work for money and buy what they
need is the biggest single difference between our life today and
life in the past centuries. It means, insofar as you are concerned,
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that learning to produce takes the form of learning to do some
one job very well. You need to be a specialist—an expert—in
some one line.

The amount of your income will depend partly on what sort
of job you prepare yourself for, and partly on how well you
do the job after you have finished your preparation. Naturally,
then, it is important for you to be thinking about what you

o

Courtesy International Harvester Company

Above is the big efficient machine of today that has taken the place
of the man with the scythe.

want to do and to be getting ready to do it very well. You can
get training for it in high school, and also in a vocational school,
ajunior college, or a university.

In this book we are going to consider briefly your work—
the producer side of your life. We are then going to consider the
other side of your life—the consumer side.

Using your income. Have you noticed that the way families
live is not entirely a matter of how much money they have?
From one of our windows, we can see two homes that are a
perfect example of this fact. The Browns live in one; the Jenkins
live in the other. Mr. Brown and Mr. Jenkins each make about
the same rather modest income. Mrs. Brown and Mrs. Jenkins
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each spend full time at home as homemakers. Each family has
three children.
But there the resemblance ends. The Jenkins are always wor-

Courtesy Stromberg-Carlson

Each one has his dream of what the future holds in store. Can you
make yours come true?

ried, always on the ragged edge. Their mail is always full of bills,
and now and then a bill collector comes to call. Yet they never
seem to have the things they want. Their place looks a little
shabbier year by year.
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The Brown home is one of those places where you love to
drop in at any excuse. The moment you walk through the front
gate you have a fecling of well-being. If you stay for a meal,
you come out as contented as a kitten. If you talk to them about
what they have done in the past year, you begin to wonder how
they do it. For they always manage to have a pleasant vacation.
They've had their share of sickness and other troubles, but they
always scem to be able to reach into some reserve to meet cach
emergency. They improve their home steadily, cooperate with
each other, and work togcther as a team. They have good books
and magazines around, and the youngsters go in for music as
well as for a variety of sports.

But maybe you don’t nced to look so far away to see the differ-
ence that comes from good management. Right in your school
group, there are students who illustrate it. Do you know of
some who are always broke and who never seem to get ahead,
even though they have a good allowance and earn some money
for themselves? Arc there others in about the same financial
situation who always seem able to take care of any sudden
expensc, who have good sports equipment, etc. ? Has it occurred
to you that the latter aren’t necessarily misers and that in fact
they don’t scem to worry a great deal about saving money ? Isn’t
the important thing the fact that they spend and manage well,
rather than that they refusc to spend?

If you aren’t that kind of manager already, of course you want
to be, because it is so much more fun, so satisfying. Well, how
do people like the Browns go about it? How can you become a
good manager? Mostly it will depend upon you, but we can
outline a few necessary steps here. Then, as we go along through
this book, we can take each one up in more detail.

Intelligent choices are the foundation. Have you ever
thought about the choices that were made by Indians in America
after the discovery of the New World by Columbus, when the
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cxplorers and carly settlers came in ? These visitors from Europe
could have supplied the Indians with a host of things that would
have made life easier and better for them—agricultural imple-
ments, houschold goods, ctc.—things the savages had never had.

EwingAéalloyvay
The Brown family finds an evening at home an inexpensive and enjoy-
able form of entertainment.

But what did they choose when they traded with the whites?
They chose gaudy trinkets, mostly; and they traded off the
whole of Manhattan Island for a few quarts of firewater!

In a way we are in something of the same situation as those
Indians were. We too, are living almost in a new world. Modern
industry offers us thousands of things that nobody ever
had before. We can have better health care, finer recreation,



Your Economic Career 9

more worth-while music and literature, and more entertain-
ment than any other people ever dreamed of. Moreover, in the
stores all around us are well-made clothing and the makings
of comfortable, livable homes.

We have, however, to be careful of our choices. There is so
much to be had that even if it were free no one person could
use it all. But it is not free, and
the money with which to buy
it is limited. If we make good
choices, our money will get us
the basis of a very pleasant life.
If we don’t, we may wind up
with little except a headache.

Therefore each of us has to
take time out now and then to
decide what it is that he really

3

FUTURE

PRESENT

wants most. What are the GooD PLEASURE
things that will give you so Whether fo buy the soda today
much satisfaction that you are ~ ©r to put away the money for

some larger purchase later on is
the kind of problem that we all
face frequently.

willing to do without other
things to have them? Your
ideas need not be the same as
those of your neighbors. People are different; what is precious
to one may not be worth much to another. If you are going to
move toward achieving that dream of yours, you will have to
disregard a great deal of advertising and sales pressure; you
will have to do without some of the things that others have and
without some that don’t mean so much to you.

Let’s make it specific. If you want that new pair of shoe skates,
you may have to cut down on movies for a while. Is it worth it,
or isn’t it ? You are the one who has to make the choice.

Smart buying is the cornerstone. If you had a ten-dollar
bill to spend today on clothes, could you pick out things that
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would wear well and make you feel pleased everytime you saw
them for a long while ? Or would you have to spend a few uncom-
fortable months living down your buying errors?

In a few years you will be purchasing on a large scale. You
will nced to have a backlog of information about dozens of
kinds of goods. Some of them will be things, such as food,
that arc bought cvery few days. Some will be big, “special”
purchases, such as a radio, a bicycle, or even a new home. Every
mistake will cost you money-—maybe a good bit more than you
can afford to lose. Every real bargain you find will be like an
addition to your income.

In some respects being a smart buyer has grown harder.
One reason why it has grown harder to be a clever shopper is
that we have to buy so many things that it is almost impossible
to have information about all of them. Department stores have
many expert buyers, cach of whom specializes in a few lines of
goods. But the person who does the buying for your house-
hold nceds adequate information about goods in every depart-
ment of the store.

Another reason for the modern difficulty in judging what
to buy is that we do not know as much about some common
goods as our ancestors did. A modern housewife, for instance,
who has never woven textiles as perhaps her great-grandmother
did, may not know much about their quality and workmanship.
Still another factor that makes it hard for us to be good choosers
is that many of the goods we buy have become more complex.
A few generations ago, almost anyone could judge whether a
wheelbarrow was well built or not. But now it takes an expert
to judge whether an automobile or a camera or a vacuum
cleaner is well constructed of high-grade materials. Further-
more, many goods that are simple cnough to judge in them-
selves are packaged so that it is not possible to inspect them
before we buy. Canned vegetables are an excellent example.
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Therefore, it has grown harder in many ways, to be a smart
buyer. This has happened at the very time when buying has
become more important than ever before, because we buy so
much more of what we eat and wear and use.

Dementi Studio

Several companies offering apparently equal services presents a buying
problem to you as a consumer. The choosing of one of these services
has become more and more difficult with the increased competition
in modern life.

In some respects accurate buying has grown easier. The
situation is by no means hopeless. Many factors help the modern
consumer. For one thing, business practices are more honest
now than they used to be. There are, however, enough “gyp-
sters” so that a buyer must be careful. But most established



12 Looking Forward

business firms have learned that it pays to serve their customers
as well as they can. They realize that shady business dealings
make customers distrust cven the most reliable firms. For this
reason they police themselves by means of the trade associa-
tions, the Better Business Burcaus, ctc. Also many government
agencies have been established to protect consumers.

For another thing, in most lines the number of good varicties
from which to choosc has grown. Competition is so keen that
quality is constantly being improved.

Finally, a whole new set of techniques of informative mer-
chandising arc being developed. If it is impossible to see inside
the can of tomatocs or to give it a taste test, we can learn a
great dcal from the description and informative label on the
wrapper. We can get information from advertisements and
also from salesclerks, as well as from a variety of tags and seals
and guarantces. All we need to do is to learn how to usc the
new system of giving us correct information and we shall be in
a favored position.

Managing money well is a key to happiness. Smartness in
buying is not everything. Even if you are clever about stretching
a dollar bill, you may not be successful in the long run. It is easy
to find cxamples in almost any community to prove this—
people who live frugally and buy carefully and yet fail to get
ahead. Maybe they fail to insure their property and then see the
savings of ycars go up in smoke. Maybe they fall for the smooth
line of some promoter. Anyway their failure is caused by lack
of skill in long-range financial management, not by lack of
skill in buying.

You see, nowadays, money is the consumer’s most important
weapon. You must learn to use it well, to take care of it. This is
not difficult if you will pay regular attention to a few basic
principles and acquire a few businesslike habits. If you master
money management, you may very soon have spare funds az
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work for you, earning you extra income through good in-
vestments.

Ability to deal with people is essential. Have you ever
stopped to think how much you depend upon others for the
goods and services you want? People who lived a 100 or even
50 years ago depended to such a large extent on their own efforts
that they were not so very dependent on others outside their
family.

Let us suppose that you—a twenticth-century consumer—
don’t know how to get along with people and that you can’t
keep your business relationships friendly and open. If you are so
suspicious and demanding when vou go to the grocery that the
storckeeper is insulted and grows angry, your relations with the
storckeeper will be unpleasant.

If you go to the other extreme and are so meek and so timid
and so cager to pleasc everybody that you will let almost any-
thing happen without a murmur, you may have a miserable
time. What sort of goods or services will you get for your
moncy?

Do you see the point? It is no fun to be forever carrying on a
feud with someone over a business dcal that went wrong. Also,
it is no fun to be too meek and to accept poor goods or services. It
is far more pleasant to carry on business affairs correctly in the
first place and to enjoy the respect and admiration of the other
fellow.

We also need to control the economic situation. Even if
we are able to handle our own affairs expertly, we may not
get along very well, because there are so many things that can
be done by group action. Take the matter of depressions as an
example. In a great depression, millions of people lose their
jobs. Millions of others—farmers, merchants, etc.—suffer large
cuts in their income; frequently they can just barely get along.

Now, at a time like that, people of high ability generally get
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along somewhat better than those who are less able. They may
hold their jobs longer, or succeed better in the face of severe
competition. But the important point is that practically every-
body loses when we have a depression. Therefore the thing to

Courtesy Arsenal Technical Scho;ﬂs, Indiunopolis; lnAcliio;l;
The ability to get along with others is a cornerstone of everyone's

economic career. You can start building that ability right now in
the study hall, in the classroom, and at home.

do 1s for people as a whole to get their heads together and do
some intelligent planning so that we won'’t have another depres-
sion, or at least so that it won’t be so severe. Thus we all need
to know a certain amount about economics. We need to know
what sort of conditions make for long-lasting prosperity and
what it is that causes economic storms. We need to know how
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business operates, so that we can judge what will be good for
it. We need to know, too, about the needs of factory workers and
office clerks and farmers and everybody else, so that everybody
will get a square deal.

Now you may be thinking that other people—cexperts or big
shots—will do this planning for you, and that you will not really
have anything to do with it. But you can’t help having a great
deal to do with it. Some experts will argue one way; some will
argue another. Politicians will take cach side. Soon, at election
time, you and a lot of other folks like you will have to make
the decision. Whether or not you like it, you simply cannot help
being a practicing economist. For all our sakes you should learn
to be good at it.

Summary

Does all the above look like a big order? In a way it is. Yet,
like almost everything else that we need to do, it is easy enough
if we take it one step at a time. In the chapters that follow, we
shall try to divide the job up into picces that we all can handle
casily, one at a time.

Before we go on, let’s remind ourselves once more of what
it is that we are trying to do. Our starting point is your dream
of what you want to be and do—your set of goals for your
lifetime. If you are going to come even reasonably close to
reaching those goals, you must become economically competent.
And that boils down to two things: your ability to make a good
income and your knowledge of how to use your income to get
the greatest possible value from it.

In Part 2, we shall concentrate on the first of these two factors,
on how to go about getting a job and making an income. The
rest of the book will be devoted to the second feature, the
“consumer side” of your life. But all the way through the book
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we shall really be talking about only onc thing: How you can
get the most benefit out of the years that are ahead of you.

Questions for Discussion

1. Which quality do you think 1s more important to having a
happy life: the ability to make a good income or the knowledge of
how to use it once vou have it?

2. What do you think are the biggest mistakes adults make in the
way they use their money? How about people of your own age?
Do they make the same mistakes as older people or other sorts of
crrors?

3. What are some of the things which you need to know as a
consumer which your grandparents did not need to know when
they were your age?

4. What are some of the things your grandparents needed to know
as producers when they were your age which you do not need to
learn?

5. Can you give some examples to show that the ability to manage
moncey well is more important to most of us nowadays than it was
to most people a hundred years ago?

6. What do you think are the biggest difficulties that stand 1n our
way when we try to get the greatest value we can for the money
we have to spend? How can these difficulties be overcome?

Problem: Defining Your Standard of Living

As we said at the start, just about everyone has some sort of picture
in the back of his head of the kind of life he wants to live. Still,
sometimes the picture is pretty hazy. Many people fail to get what
they want largely because they do not know what they want.

How well can you define what you want? Now don’t write down
everything “you have ever thought you might like to have—like a
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small child writing to Santa Claus. On the other hand, don’t limit
yourself to the things you scc a possibility of having very soon.
Let's put it this way: What are the things you think so important
that you are willing to work hard and to do without some other
things in order to have them?

But let’s not look at this problem too much in terms of the things
vou want to have. Let’s think more about the kind of person you
want to be and the kind of life you want to live.

In short, what is the standard of living you really plan to achicve?
Describe it in specific terms as clearly as you can.






PART 2

CHAPTER 2: CHOOSING THE

Earning RIGHT VOCATION

CHAPTER 3: GETTING AND
an Income

HOLDING THE JOB

Pesstmists often shake therr heads and complain about what a
shame it is that people have to make the two most important
choices of their whole lives—the job they settle down to and the
person they marry—before they know their way around the
world.

Well, perhaps they arc right; but we doubt 1t. One of the
fondest memories you'll have is how you got started at your
job. Tt isn't just the first pay check that is a thrill. There is the
whole adventure of being on your own. There is the fascination
of breaking into the new world of an office, of a store, or of a
factory, and of finding out how things are done. Then as the
feeling grows inside you that you are making good, you will
experience the thrill of success. There are not many things more
exciting than that. This trying-out process is just the thing for
a young, enthusiastic person, who still has the courage to try

19



20 Earning an Income

anything once and who still has time to shop around for the
right job.

The pessimists are right about one thing when they point out
that few of us give cnough time or thought to picking our
lifework and getting ready to do it. Any experienced school
tcacher knows that thousands of youngsters leave school every
year with no clear idea of what they want. They really know
nothing about the work they may choose or their fitness for it.

However, we don’t need to argue the case. You know as well
as anyone does that the job at which you are going to spend
years and years—the job that is going to determine your income
and influence your happiness throughout your life-—is worth
thinking about.



(Zg’//r%/we 2.- CHOOSING
THE RIGHT VOCATION

What sort of work will you choose when you leave school?
Since about cight hours of your day will be spent at work and
since your job will have an effect on your relationship to people
as a whole, on your friends, and, most important of all, on
your happiness, you will want to think carcfully about it before
you make such an important decision.

Consider Yourself

Do you have the necessary ability? You must have certain
abilities in order to be a success in any occupation. These are
times when a certain amount of specialization is required, but
few people have what it takes to succeed in all fields. Think
critically about the talents you have and the ones you lack.

If you shine in art courses, you are right to consider a career
in such fields as advertising layout or sign painting; but if math
is not your long suit, you should pause before thinking about
going in for accountancy, engineering, and statistics.

Also remember that all ability isn’t developed through study-
ing textbooks in school. You can judge your own skill by things
you accomplish at home. What are your intercsts and hobbics?
Perhaps you collect stamps, file them accurately, and understand
their value. Or you may sew your own dresses under the guid-
ance of your mother’s clever hand. Outdoor work with flowers,

21
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vegetables, or animals may be your specialty. You ought to
weigh your hobbies and your duties at home for their value.

Have you worked after school in a grocery store or helped
with the cub scouts or run off copies of a church play on a
mimeograph? If you have had similar work experiences, you
know something about your abilities. Dozens of these little
guides exist to aid you. If you
do certain things well and en-
joy doing them, these are help-
ful clues to your work possibili-
ties.

Fortunate is the boy or girl
who has an outstanding talent,
but most of us must scarch for
a few less conspicuous abilities
and decide on one of them.

Do you have sound person-
al characteristics? The per-
sonal qualitues that are required
for success are honesty, initia-
uve, loyalty, tact, and industri-
ousness. You have been trying
to strengthen these traits all
your life; now you can see why
it 1s important to do so.

Robust health 1s also a great
assct. Employers want workers who are seldom absent. Some
jobs, of course, nced greater physical endurance than others.
The traveling salesman who rides trains and buses at all hours
to meet appointments with his customers nceds more reserve
strength for his job than the eight-to-five telephone operator
working a short distance from home.

How you look is important. In some jobs, such as that of an

irl Scouts—Paul Parker Photo

Courtesy

Whatever your special interest or
talent may be, develop it now.
Camp may provide you with
the perfect opportunity to im-
prove your particular ability.
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airplane hostess, your height and weight are measured and your
general attractiveness is considered; but in most jobs, average
appearance gets by if cleanliness, neatness, and conservative
dress are evident. Manners need not concern you too much, if
your uppermost thought is consideration of others. Little things
in  mannerisms and speech
count, for example, entering a
room with poise, keeping hands
quiet when talking, or saying
“thank you” for favors. Many
good traits, even if each one is
small, will add much to mak-
ing a pleasing whole.

About the greatest acomplish-
ment you can have is the ability
to get along with other people.
Seventy-five corporations were
asked to list, from their own ex-
perience, the most common
cause for the discharge of office
and clerical workers. Ninety per
cent were discharged because
they were considered deficient

X

.
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The surveyors above are measur-

ing a course across a high sierra
; - snowfield in the Tahoe National
in  certain  character traits. Forest, California. Work like
Among those which led in im-  this requires a rugged constitu-
portance were the following:  tion.

failure to cooperate, carelessness,
laziness, lack of ambition, dishonesty, and lack of courtesy.
Do you have your emotions under control? The manager
of the training division of a large Chicago bank has said that the
second most desirable attribute of the thousands of workers in
his bank is emotional control. Honesty is first.
Does your face get red or do you cry when you are corrected
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about your work ? Do you call your fellow workers names and
“fly off the handle” when you get extra jobs to do? You have
to control such tendencies in order to succeed. Supervisors,
department heads, and managers have a right to criticize, for

Courtesy Douglas Aircraft Cmpcmy, Inc.

Eligibility for the career of an airline stewardess requires the applicant
to have a specified height and weight. In choosing your vocation, be
sure you have the necessary characteristics or requirements.

they wish to help you and their business concern. If you cannot
take their suggestions gracefully and learn from them, you will
have a hard time improving in your work. Learning to accept
suggestions and acting on them while you are in school will
make it easier to do so when you get on the job.

Haven’t you envied the person who is always calm and who
goes about his business even though others are greatly disturbed
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over little events? The cool and collected person is the one to
observe and imitate.

What are your interests? You could consider the various
areas of your interests as they are classificd in the Kuder Prefer-
ence Record as computational, clerical, musical, artistic, literary,
persuasive, scientific, mechanical, and social service. If you like
science courses in school, read radio magazines, and build a
crystal set, then you can assure yourself that you will be inter-
ested in the great field of radio production, operation, and
repair. If you like to be with people, to talk to them, to try to
influence them, then you may join the persuasive occupations of
salesmanship, teaching, and politics.

Of course you must have the necessary abilizy, too. But, as we
said before, if you are interested in a thing, you may be expected
to do that thing quite well.

Very few young people really know what they want to do!
They do not distinguish between what is merely a passing fancy
and what is a deep, abiding interest. Probably many of you already
have some job in mind that you would like to do. But perhaps
this liking is based only upon the fact that Bob or June has
succeeded at this job and you vaguely think you can do so too.
Just because you read about some profession in an exciting novel
or learncd about it in a fascinating movic is only a slight indi-
cation of a pull toward it. The best tipoff on your genuine inter-
ests is what you prefer to do when you are free to do as you
please. Do you go outdoors, or stay inside? Do you join others,
or go away by yourself? Do you work with your hands, or
take up some thing that requires thought?

How will you get the proper education and training for a
job? Haven’t you heard a lot of your friends say that to obtain
a job and to succeed at it only the vocational subjects need be
studied in school ? This is true, but only in a limited way. If you
know shorthand or can typewrite well, you may be able to get
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and hold a stenographic position. But if you wish to advance,
you will need to know more than this. Today employers are
looking for young people with a good general business educa-
tion in such subjects as economics, business law, and business
administration as well as training in the skill subjects.

A good general education, including mathematics, English,
social studics, and science, is also essential for all jobs. In fact,
many businessmen prefer to train their employces in a specific
ficld on the job.

If you have one, two, or threc more years in high school, plan
your course of study right away to line up with your chosen
occupation. Also make your plans carly for going to a college
or a university for professional training. You may prefer to
attend special schools for certain ficlds, such as a school for
cosmetology, a business school for accounting, or a trade school
for radio or refrigeration repair. Your interests may be better
served in a hospital giving nurses’ training or in a printing
establishment teaching the operation of a typesetting machine.
In any case, you should investigate 7o the institutions you
want to attend, and write for catalogucs or talk to intervicwers.

You need not depend entirely on formal education to get
knowledge of a special work ficld. You may get it from read-
ing books in the school library or in the local libraries, from
attending lectures, from studying newspapers and magazines
at home, and from the radio tuned to informative programs.

Familiarity with or training in a chosen field comes also from
work expericnces. If a boy learns how to lubricate automobiles
while working at a filling station after school, or a girl has a
summer job in the mailing department of an office, skills that are
generally not attainable in the schoolroom or at home will be
acquired.

More will be said later about your income and that of your
family, but naturally you must consider your resources and those
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of your family when planning your training and education.

What is your attitude toward life? Do you have a goal in
life? Do you think principally of money, of happiness, or of a
particular kind of work, or is helping others your aim? Are

1
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Actual experience in your chosen field is one of the best ways to deter-
mine whether you are suited for the work. The boys above are trying
their hands at butchery.

you willing to work and to work hard? Do you have the stick-
to-itiveness which is so essential for success? These are ques-
tions that you must answer for yourself. Employers recognizc
that an industrious and enthusiastic attitude on the part of a
worker will determine his personal success, as well as his value

to the concern.
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Perhaps you have already spent considerable time in analyzing
yourself—your ambitions and goals. If so, good! Studying your
abilities, personal traits, interests, emotions, training, and atti-
tudes is a never-ending process. To know yourself is all-
important.

Know Your Job

Next, you should obtain all the facts about jobs. Knowing
yourself is not enough.

Investigate occupations in your community. Sincc most of
you will probably go to work in your own community or in a
near-by city, you should start your study at home. The following
plan is suggested for your use. It has been tried successfully,
and it should aid you.

First, have a committee of pupils make a list of the possibili-
ties for positions in your own community. Begin by listing all
the industries, businesses, and professions. You may be able to
obtain such a list from the local chamber of commerce, from the
classified telephone directory, or from advertisements in news-
papers. Place beside each name the type of work performed by
the concern together with as many occupations as you can
think of that might exist within it. After the committee has
prepared this information for all to use, go through it, and select
those occupations you are interested in. Then strike out those
for which you know you do not have the necessary qualifica-
tions. The list will then be of a size that you can handle.

Read about the occupation. The next step is to find out all
you can about the vocations and occupations that you have on
your list. Begin by reading all that you can find in books and
pamphlets in your local or school library. The librarian will be
glad to help you. Read also about the lives of men and women
who have made successes in these fields. If your school has a
placement officer or vocational counselor, consult him, for he
will tell you where to find other useful information.
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Seek an interview. After you have learned all you can from
from your reading, seek an interview with one or more persons
engaged in the occupation. They will tell you about its require-
ments as well as its advantages and disadvantages. Get as com-
plete a picture of the occupations as you can. People engaged in

Find an opportunity to talk with someone now working in your chosen
field. Ask him what he likes about the job, what he dislikes about it,
what his duties are, and what training he found most helpful.

the occupation will be glad to answer your questions, becausc
they are nterested i young people who are scrious in their
attempts to succeed.

Answer these questions. You may find the answers to the
questions below in books or from people working in your area.
A long list of questions might be added here, but you will have
time now to find answers to only the most essential.

1. How does this occupation compare in number of workers

engaged in it with other occupations?
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2. Is it a growing or a declining line of work ?

3. How does a person get a start in the occupation?

4. What specialized training and personal qualifications are

required in order to be successful?

5. Is it possible to enter the occupation directly from school,

or must one have some experience first?

0. What are the chances for advancement?

7. What is the beginning salary or wage? the average income ?

the lifetime income?

8. What arc the desirable features of this occupation? the

objectionable ones?

9. Does the field offer steady work or is it scasonal ?

10. What are the hours? the working conditions? the health
factors?

You may not be able to get satisfactory answers to all these
questions in each occupation studied, because conditions are not
the same in all. But you should obtain cnough information to
help you decide on your own work interests.

Docs this sound like a big task ? Remember vou are secking
information about the occupation you may carry on for the rest
of your life. You need to choose wisely; mistakes are costly. A
few hours of study and cffort now may bring ycars of happiness
and success later. This effort may also save you from entering a
vocation for which you are not fitted and in which you cannot
succeed.

Why Is the First Job Important?

What excitement you will get out of your first job! Some of
you will step right into a place for which you are fitted because
you have prepared yourself for it. But many of you will take the
first opportunity offered when leaving high school just because
you want to earn money.

You should look upon the first job as something more than a
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chance to earn a few dollars. Use this opportunity to gain neces-
sary experience and to develop your abilitics. Decide whether
it is the kind of task you wish to perform continuously or
whether the job requires morc ability than you have. Work
expericnce will also give you a chance to get acquainted with
employers and to learn what they expect of their employees.
Best of all, you will learn how to get along with pcople and how
to adapt yourself to conditions about you.

Many pcople stay in the ficld that they first enter. If they have
chosen wisely, they are indeed fortunate; but if they have not,
they will be the “squarc pcg in the round hole” and will be
unhappy in their work, associates, and aim and position in life.
It is not desirable to flit constantly from onc thing to another;
however, while you arc young is the timne to be courageous about
finding work that satisfies you.

How Do Some Choose Their Occupations?

Have you wondered how some people happened to be doing
the work they are engaged in? Why did your father choosc
his particular trade or profession? Why did your teacher choose
education as his field of work? Ask a few of your employed
relatives and friends to tell you why they chose their particular
jobs. You may be surprised at their answers. A few of them
thought a lot about the kind of work they would like to do
and decided after investigation and study. But the reasons a
large number give you will fall into onc of the following groups:

Economic necessity. This means that they had to go to work
to help the family finances or to support themselves, and they
therefore took the first job that came along. If, for economic
reasons, you have to take the first job that is offered you, remen-
ber that you do not have to remain in it too long if you do not
like it or if it has no future. In such a case, the first job is a
steppingstone to something better.
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Their parents selected the job for them. They entcred oc-
cupations because their parents decided in advance that they
should do so. You probably know a lawyer, druggist, salesman,
bookkecper, machinist, or farmer who is in his occupation be-
cause his parents thought it
suitable. In some cases following
the advice of parents turns out
happily, but in other cases boys
and girls are not qualified for
the type of work the parents
sclect, and they end in a “blind-
alley” job or make only a mod-
erate success. Parents want to
do the right thing, but too
often they do not give enough
thought to the interests and
abilities of their children.

Consider the advice of your
parents; get opinions also from
Although the man at the desk is your teachers, counselors,

nearsighted and obviously un- church and social workers, and

fit for the work of a book- glder friends who know your
keeper, he is doggedly pursu- jhierests and abilities well. If
ing this career because his you consider advice from vari-
father and grandfather were o (o ces in relation toa study
bookkeepers — a poor reason £ T: | the occupatio
for choosing a lifework. Ot yourseil anc occupation
you have chosen, you will have
a greater chance of entering the right vocation than if you follow
only one person’s advice.

They followed their parents' occupations. When 50 per
cent of the workers of our country were engaged in agriculture,
most of their sons continued life on the farm. As opportunities
have become more varied, following in the footsteps of the
parents may or may not be wise. The fact that a parent was
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successful in his chosen field does not mean that the son or
daughter will be. Abilities differ, and likes and dislikes differ
also. If you are thinking of duplicating your parents’ work,
make certain that you have the qualifications, training, and
interest needed for success before you make a final decision.

Good salaries were paid. They were lured by the big pay
somc of the men at the top werc getting. Beginners do not stop
to rcalize that these successful men did not obtain the high
salaries at the start. They worked long hours for many years
and developed experience and skill before they received promo-
tions to the top. Out of the many who start only a few rcach
the heights. Remember that the salary is not the most important
consideration in starting one’s lifework.

Social standing of the occupation was good. Somec of
your friends may have chosen their occupation because it gave
them good social standing in the community. Many boys and
girls sclect positions as teachers, private secretaries, bank clerks,
or lawyers because they are white-collar jobs. The work is gen-
erally pleasant, the associates are congenial, and the hours are
relatively short. Although these advantages are real ones, a num-
ber have selected these occupations who would have done better
and been happier in a manual occupation. Today the social
standing of skilled mechanical occupations is as high as the
white-collar group. Often the income is greater in a manual
occupation than it is in the clerical or professional field. It is
unwisc to choose your lifework for no better reason than the
relative social standing of the occupation.

If you analyze the reasons given above, you will find that in
most cases the persons concerned just drifted into a job. When
they accepted the first thing that was offered, they sought a job
rather than an opportunity. An unsatisfactory job means that
the holder will be unhappy, dissatisfied, restless, and inefficient
and that he may frequently change his work. If this condition
continues for any length of time, the individual is unable to
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hold a responsible position and no employer wants him except
for a minor job or for poorly paid work.

You ought not to have such a dismal future, for you have
studied yourself and the occupation in which you are interested.

Summary

The sclection of your lifework is a very important matter.
In order to prepare yourself well you should take advantage of
cvery opportunity for training and information while in school.
You cannot afford to drift into an occupation if you wish to
make progress. A wise choice as early as possible will enable
you to obtain the required training.

Your choice should be made only after you have given much
thought to the opportunitics open to you, to your own personal
qualifications, to your education and training, and to the
requirements of the work. You should not be afraid to get
acquainted with your weaknesses as well as your good quali-
tics. A wise young person will seck advice from those best
fitted to give it, and he will make his first job a laboratory for
finding out all he can about himself and his employers.

Questions for Discussion

1. Why do you nced to give careful aucention to the selection of
your lifework?

2. How can you determine whether you have the necessary ability
for the job?

3. List the personal characteristics required for success in what
you think is the order of their importance.

4. Why should your interest play such an important part in your
selection of your lifework?

5. Where can you get the proper training and education for your
occupation ?

6. Why is a general education essential to real success?
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7. What doces your attitude toward hfe have to do with the choice
of a vocation?

8. What is the advantage of having an interview with persons
engaged in the occupation you are considering?

9. What arc some of the important questions about the job you
should scek to have answered ?

10. Give two or three reasons why your first job is important.

11. What is a blind-alley job? a white-collar job?

Practical Applications

1. How do you rate? A list of the qualities that a certain employer
uses to ratc applicants is given on pages 36 and 37. The applicant is
asked to take time enough to rate himself on cach of the qualities
listed. Assume that you are applying for a position with this em-
ployer, and grade yourself on cach quality. In deciding your grade,
compare yourself with other young people of your age. Be frank
and honest with yourself; ask yourself the question listed under each
quality, and then decide upon your grade. Use A for outstanding
possession of the quality, B for above average, C for average, and E
for poor. Giving yourself 10 points for cvery A, 5 points for every
B, 3 points for every C, and 1 point for every E, find out what your
grade is, or, in other words, how you rate as a desirable employce.
Since there arc 15 qualities listed a perfect score (15 4’s) would be
150. Howecver, if you are being completely honest, you will probably
not achieve a score of 150. When you have determined your score,
look over the chart again, and sce how you can improve your score.
In what qualitics arc you weak? How can you change yourself or
your attitude to improve those qualitics? It may be a good idea, oo,
to get a couple of other pupils who know you well to rate you.
This will not only give you your rating but also give you an inter-
esting idea of how you appcar to others.

2. Prepare a list of all the opportunities available in the community
or near by where proper training and education for vocations can
be obtained. Include schools of all kinds, colleges, libraries, museums,
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Quality

B

(o

E

Accuracy
Do you check up even on yourself?

Adoptability

Do you make friends easily?
Appearance

Are you well-groomed?

Attention
Do you hear instructions the first time?|

Dependability
Will someone have to check your
work?

Getting c;long with people
Do you work well with others?

Health
Areyouenergeticand ready for work?,

Initiative
Are you dlive enough to take ad-
vantage of the opportunities of
your job?

Intelligence
Will you think before you act?

Judgment
Can you size up a situation and
choose the right course?
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Quadlity A B C E

Loyalty
Can you keep confidential matters
confidential?

Manners
Are you courteous in all matters?

Patience
Will you work steadily until a task
is completed?

Personal Habits
Are you neat and clean at all times?

Truthfulness
Are you honest even in small matters?

and other institutions in the list. With each, indicate the kind of
training given, the length of the course, the cost, and the value.

3. Set up your “My Future File,” placing in it all the information
acquired when studying the occupation in which you are interested.
Keep this file active, adding to it from time to time.

Problem

We are not going to suggest that you decide upon your lifework
at this moment. That is a choice which should mature slowly, as
you get new understanding of yourself and of possible jobs. But
there is something you can do right now.

Try to “add up the evidence” you have about yourself, and see
what it means in terms of your future work. Make the most honest
summing up you can of your abilities, as you know them. Analyze
your interests. Then write a brief size-up of what you have to offer
in the world of work. You can do this and still keecp your mind
open about a final choice.
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AND HOLDING THE JOB

Now you ask hopefully, “How do I plan a campaign for getting
a job? What do I nced to know in order to keep my job after |
get it?” This chapter will aid you in answering these questions.

How Can You Find Out About Vacancies in Jobs?

There are a number of ways to help you find that coveted
thing—a job you'll like and are suited to.

Consult relatives and friends. Surely, you have several
friecnds and relatives who are employed. Tell them you are
looking for a position, and they may scout around for you where
they work or keep an car cocked for other openings. Perhaps
they will be delighted to say a good word for you where it will
count.

Some concerns won't employ members of the same family.
In that case, the good word about a vacancy can be passed on to
Norma or Bill who are also on a job hunt.

Use the school employment office. If your school main-
tains an employment office that finds work for graduates
of the school, you should register with it months before you
leave and make known your desires and qualifications. One call
to the employment office is generally enough. Have a friendly
chat with the counselor again to remind him of you, for he
may have several hundred pupils to remember. If no position

38
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is available at your first call, an opportunity may come later.
Some schools keep in touch with their graduates; if yours does,
contact it for a year or so after leaving.

Courtesy Los Angeles City Board of Education

The counselor in your school is ready, willing, and able to help you to
decide upon a vocation. Thrash out your problems now while help is
available.

Try help-wanted advertisements. Consult your local news-
paper for help-wanted advertisements every day. These are
classified according to type of work, which makes it easy for
you to tell whether or not the position interests you.

In the classified ad section of the Cincinnati Sunday Enquirer
on Feb. 24, 1946, 361 ads offered jobs to women. In the office
work area, there were 135, including calls for 40 stenographers,
29 typists, 17 clerical workers, and 10 bookkeepers.
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If you find an advertisement of a position that appeals to you,
get busy at once on your application for the job, for you may be
sure that many others will be trying for the same position.

Place an advertisement in the newspaper. Also put a situ-
ations-wanted notice in the paper. In the Chicago Sunday Trib-
une, June 30, 1946, almost 200 ads were in the three columns
headed Situations Wanted. Some occupations listed were the
following: clerk, timckeeper, artist, dental student, painter and
decorator, plumber, chef, laundress, beautician, receptionist,
and salesman, in addition to the usual office jobs. A small fee is
charged for such notices. A short effective statement of the
fact that you are secking a position may bring results, when
other means have failed, because employers often read these
advertisements when secking someone to work for them. Make
your ad clear and convincing. State your qualifications as briefly
as possible, but make your statement effective. Here is an
example.

YOUNG man, able correspond several languages, sales ability,

expd. bookkeeping, secks positon. Y 218 Herald ‘T'ribunc

Apply to an employment agency. In almost every city and
town of any sizc, private agencies make it a business to obtain
positions. An agency chargces a small fee for registering, and, in
addition, asks you to sign a contract which provides that if the
agency gets a job for you, you will pay it your first week’s salary
or a percentage of your month’s or year’s pay. If you obtain a
good position through a reputable agency, it may be worth what
it will cost you. Some private employment agencies are careful
about the service they render, but others are more interested in
earning a fee than in finding you a good position. The sensible
thing to do as an intelligent consumer is to investigatc an
agency thoroughly before you fill out an application.

Every state maintains a public employment service in most of
the principal towns of the state. This service is free to both
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workers and employers. These agencices often give special atten-
tion to young people just out of school who are looking for their
first job. Register with this office as soon as you are ready to
look for a job, cven if it is just for a temporary onc or for a
summecr vacation.

Call on a list of prospects. When you studied the occupa-
tions in your community, you made a list of the concerns in
which they were found. Now you can call personally on these
prospective employers, talk about your qualifications to the
proper official, and request that you be considered for any pres-
ent or future opening. You may be disappointed several times,
but, on the other hand, you may find a job!

You will probably have to use one or more of the methods
outlined. Your success will depend on your own interest and
on your ability to hammer away at a good lead. Positions scldom
seek out the person to fill them; you must seek them.

How Do You Apply for a Position?

The two ways you can apply for a job are by letter and in
person. Some employers insist that you write a letter of applica-
tion even though you apply for the position in person.

Application by letter. Let’s remember that words are pow-
erful agents. The few all-important statements you make in
your letter are all that the prospective employer has to judge
you by. He has not seen you, and he will form his opinion of
you by what you say. He assumes that the letter is your best
effort and will judge you accordingly.

Appearance. You don’t want to write a sloppy letter, do you?
Erasures, lack of order, and untidiness will be black marks
against you. Suitable margins help frame the letter, which
should be written on white paper 8Y;- by 1l-inch size. Typed
letters can be read more easily, and are given more attention
than handwritten ones.
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86 Westford Avenue
Atlantic, Illinois
November 27, 1947

Mr. James C. Roper
Atlantic Paper Company
Atlantic, Illinois

Dear Sir:

Mr. Charles Johnson hns informed me that there is to be
a vacancy in the bookkeeping depurtment »f your firm, and I
wish to apply for this position.

Lant June I wns gradueted from the commercinl department
of the Atlantic High School. My courre included tivo yenrs of
bookkeeping, one year of accounting, one year of comwmercial
1w, two years of typewriting, and one year of work on cal-
culuting michines. During this jresent semester I have been
reviewing these courses as a portgraduate.

Aside from the regular school studies, I have had some
experience in prnctical lines. I served as treasurer of the
school athletic assoclation for one year and as sccretary of
ay clugs for a simil.r period. During my senior year I was
cashier in the school lunch room and manager of the football
team,

Mr. Rojer Downs, rrincipal of the high school, has per-
mitted me to use his n"ne as a reference. He will be glad to
glve ym information nbout my achool record.

If you will grant me an interview I shall be glad to come
to your office at uny time you state. My telephone number is
6-1514.

Very truly yours,

Maitio_ MHomdion

Your letter of application should contain suitable facts about your
qualifications for the position. Since it often serves to introduce you
to a possible employer, put your best foot forward.
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Contents. The average application letter contains four or five
paragraphs, depending on the job and the individual. They are

1. Statement of how you learned about the vacancy and that

you wish to be considered an applicant.

A detailed account of your education and experience.

Facts to prove that you believe you are suited for the job.

A list of references.

. Information so that the employer may reach you if he
wishes to do so. Give an address and telephone number
where you may be located.

ARSI

Brevity is a virtue in a letter of application. A single page is
enough. If your qualifications are many, it is advisable to list
them on a separate sheet called “Business History,” “Informa-
tion,” or “Data Sheet.” In that case, the letter serves more as
an introduction to yoursclf.

Rules of English Composition. Because many people believe
that a knowledge of English grammar, punctuation, and spell-
ng is necessary for many jobs and also that it indicates general
ability, you will want your letter to be well written. If you are
not sure that you have succeeded in this, have your first draft
checked by someone who writes well.

Astitude. Your letter should sound pleasing and positive not
negative. Tell what you can do, but don't make a feature of
your shortcomings until you are definitely asked about them in
a return letter or a personal interview. It is all right to convey
confidence, but remember that braggarts are never wanted.
Make it clear that you are willing to lcarn. Don’t harp on hours
of work or salary, for the beginner who watches the clock or
works only for his pay check is not wanted in the economic
world of today.

Make the letter your letter. It is your only way of impressing
the prospective employer with your fitness for the job. He
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receives many letters; therefore you want yours to be the most
attractive in the mail. Make such a good impression that he will
ask you to call for a personal interview. Write several trial
letters until you have one that seems effective.

A businessman who employs many high school graduates
says: “Write your own individual letter. Write to a specific
individual in the firm, if possible, and ask for a definite job, not
just anything.”

Application in person. If your letter of application has been
a success, you will receive a request to call for a personal inter-
view. The prospective employer can find out many things that
he wants to know by talking to you. Your letter has told him
some things, but he may wish to know more about you before
he employs you. If your personal interview is to produce the
results you wish, you will want to observe the following points:

Prepare Carefully for the Interview. The first consideration
in an interview must be personal appearance and dress. It 1s
possible really to glow with neatness and cleanliness. More
specifically, check for the following items: polished shocs, clcan
nails, washed hair, plenty of sleep the night before the inter-
view, conscrvative make-up for girls, and a haircut for the boys.
Avoid an overdressed appearance. Select a business outfit, not
party clothes and their accessories. You should also be alert and
interested.

Be Prompt and Courteous. Being on time and being polite
arc two important qualities. If your appointment is scheduled
for ten o’clock, plan to appear at exactly five minutes of ten.
If you must wait, be patient. When your turn comes to meet
the interviewer, be courteous, standing quietly by until the
personnel manager asks you to sit down. He should begin the
interview by asking questions, which you should answer
frankly, without hesitation and in good English. Even though
you will probably be a bit nervous, you will want to conceal
this feeling if at all possible.
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What to Say about Yourself. Some qualities to remember
while talking about yourself are sincerity, loyalty, and coopera-
tion, if you feel that you possess them.

Talking unfavorablv about former emplovers or vour teachers

st

When your interview is over and you have filed out and handed in the
desired application forms, make a graceful exit.

will make the interviewer think that you will talk about him
and his concern in the same way. He may call or write these
people and learn the other side of the story of your experiences
with them. Speak well, if you can, of others and thus show
your loyalty. If you cannot do this, silence is golden.

Closing the Interview. Some definite signs will indicate to
you that the interview is over. If the interviewer says that he
cannot give you a definite answer until he has seen other candi-
dates for the job, or some other official of his business, or if he
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APPLICATION FOR EMPLOYMENT

Date.
Name Social Security Numb
Al o Telephone Numb R
(Underline correct word)

Dateof Birth__ _____ . .___. —— Single Marned Widowed Divorced
Position Apphed For . .- Salary Expected ___ e —
LIST YOUR PREVIOUS EMPLOYERS, BEGINNING WITH THE MOST RECENT

Dates Worked
Present or Last Employer ___. ——n - - _ Fom___ —
Address S - —_— T .
Name of Direct
Position Held _ __ . ___ Superior o cam = e Salary. —
Dates Worked
Previous Employer . .  —— From______
Address . .. — _ To ..o -
Name of Direct
Position Held Supernior _ __ . Salary ———
T Dates Worked
Previous Cmployer . ___ —_— . From ___ _ B
Address e Too
Name of Direct
Position Held Superior _ .__.__. _. ___ Salary
EDUCATION
Years
Name and Location Attended
El tary School
High School
College or Unwersity . o
B or Vocat | School e e e e ——

LIST NAMES AND ADDRESSES OF TWO ADULTS WHO ARE FAMILIAR
WITH YOUR CHARACTER AND HABITS. DO NOT LIST RELATIVES.

Name . - we—no Occupaton_______ .
Add Years Known ____.___

Name ~ . Occupation . ____

Address . - — VYearsKnown____.. _

From Beckley and Logan: The Retail Salesperson at Work, McGraw-Hill

Many firms require the applicant to give a certain amount of personal
information on forms such as this one.
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asks you to fill out certain blanks, you may assume that the
interview is ended. You should then take a courtcous lcave.
Lingering may prove embarrassing.

If the employer wishes to hire you, he will say so. 'Then you
will want to thank him for his confidence in you and for
offering you the job. Then you can ask him some of the details
about your new job.

Filling Out the Application Blank. You will probably be asked
in any case to fill out an application blank for filing in the
office. Thesc blanks vary from simple ones to rather complicated
affairs. The one on page 46 will give you an idea of the infor-
mation that you may be asked to give. The blank should be
filled out honestly and completely. Any false statements will
count heavily against you when the employer checks your
statcments.

Following Up Prospects

If the interviewer tells you that there is no definite job open
at the present time, you will naturally have to start looking for
other prospects. There are no rules for following up prospects
that will ensure success, but you must not consider the first rcfusal
as final. Sometimes a vacancy occurs uncxpectedly, or more em-
ployees are needed when a department is enlarged. It is often
desirable to call again at places where you have applied. Your
persistence, if tactful and courteous, may impress the employer
favorably, and you may be offered just the job you want.

Holding the Job

Let us suppose that you have a job you are enthusiastic about.
You want very much to hold it, don’t you? The table on page
50 shows why more than 4,000 employees in office and clerical
work of 76 corporations have been discharged or failed to
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receive promotions. The causes for the failure are divided into
two groups: (1) lack of specific skills and (2) poor character
traits. Study this table carcfully. Examination will show that
about 90 per cent of the jobs were lost because of poor character
traits, while only 10 per cent of
the workers lacked efficiency in
skills.

Why are there so many more
successes than failures? The
chart proves that certain quali-
tics mean failure; other qualities
mean success. These desirable
qualitics are already known to
you. They arc largely the ones
upon which teachers rate you in

- school, chicfly because they are
/ V. Jj-<4d_ the qualities which businessmen

s ST T also consider important. Some
Everyone holds the keys to op-  |ysinessmen use as many as 30

portunity, but each one must  jif ot characteristics, while

learn to use them to open the 1}, yse only a few. We shall
door for himself.
read and talk about and exam-
ine a few of the qualities that are most common as evidenced
by the chart.

Ability to get along with people. No matter where you
work, you will find yoursclf next to people with assorted dispo-
sitions and peculiaritics. You will warm up to some of them
right away and become friends; others will repel you. What-
ever your feclings about them, you will have to get along with
them somchow.

You can judge your possible success with them by your ability
to get along with your school associates. Are you friendly with
your teachers or do you complain to them about the amount
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of homework or the grade on your report card ? Do you do your
part on the school entertainment committee? Do you act as if
you were superior to your schoolmates in regard to brains and
beauty? If you think you get along well in school, you will
probably get along on the job. If not, you will have time to
improve before you go to work.

Tact and courtesy are helpful in getting along with others.
A tactful person is one who says and does the right thing at
the right time. A courteous person is one who considers the
rights and privileges of others and who never secks to intrude
upon their affairs; he is a person who respects the confidence
imposed in him and quietly performs his dutics without inter-
fering with others.

Accuracy. Most employers are ready to further the intercsts
of those who are ncat and carcful in their work, who complete
the job that is given them without any errors, and who are able
to follows instructions as they are given. The same situation
exists in school.

Jean, for example, while working on the school paper, would
do odd jobs; but when given a task that demanded accuracy,
such as sending out bills, arranging the display ads for the
printer, or compiling statistics on subscriptions, she would either
do incorrect work or talk someone else into doing it for her.
As a result, she was not chosen as business, advertising, or circu-
lation manager.

Practice accuracy at school and at home because thorough and
painstaking work will pay dividends later. If you take pride in
your work, employers will probably recognize your ability and
promote you.

Honesty. Honesty in money matters is especially important
when you are an employee. But honesty can apply to other
things, such as time, merchandise, and knowledge. When you
are tardy, waste time, use supplies for your own interests, or
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WHY THEY COULD NOT HOLD THEIR JOBS*

Most common | Deficiencies

. . causes for | preventing
Skills and Character Traits discharge | promotion
in per cent | in per cent

1. Lack of specific skills

Inshorthand............coivvinne, 2.2 3.2
Intypewriting....cooiiiieiiiiiinnns ! 1.6 2.4
INENglishese e enenenenrenenenennns. [ 1.6 5.2
In dictaphone. ..........ciiiiiiils 1.3 1.6
In arithmetic. . . .....ocoiiieiinn, 1.3 3.0
In office machines................... .9 2.2
In bookkeeping..veveviieniieiiianas .6 : 1.4
Inspelling..c..covvvieiiiiaiinnn, .6 2.7
In penmanship.........co0vieiiinnn. .0 1.8

Total.evveriiinieinieinneaennnn 10.1 23.5

2. Character traits

Carelessness. . c..cvovevenreennanennn 14.1 7.9
Noncooperation. . . .ceovvienrennennn 10.7 6.7
LOziness.eeseeveeeeneneenonnnnnnnns 10.3 6.4
Absence other thaniillness. . . ......... 8.5 3.7
Dishonesty..oeeeeeeenrneeenneannnnn 8.1 1.2
Attention to outside things. ........... 7.9 5.6
Lack of initiative.eeeeeeeeneennnn... 7.6 10.9
Lack of ambition.....ovvvvvennaen... 7.2 9.7
Tardiness.eeseeeeereeeensensaanenns 6.7 4.6
Lack of loyalty......covvveieinnnnnn 3.5 4.6
Lack of courtesy. ..covvvivnennnnnn.. 2.2 3.3
Improper clothing; insufficient care. . ... 1.6 3.0
Self-satisfaction. . . ....vvveveinnn... .9 4.4
Irresponsibility......ooovveiieannnas .3 .8
Unadaptability....ocovveriieinnn.. .3 1.4
Absence due toiillness. . ..........0s .0 2.4

Total.cvevenvennens teresenes 89.9 76.5

*American Manag t Association, New York.
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permit the work of a fellow worker to pass as your own, you
arc being dishonest. When you accept your pay check without
giving your best to the job, you are really being dishonest. The
same thing is true in school. Even though you would not take
moncy from a classmatc’s purse, you may have borrowed his
homework, glanced at his test paper, or arrived late to class.

Loyalty. Two of the character traits related to loyalty, which
lost people their jobs, were absence other than illness, 8.5 per
cent, and attention to outside intercsts, 7.9 per cent. You should
be loyal to the firm that employs and pays you. If you stay home
just because you feel like shopping or read the sport page or
chat with the boy next to you when you should be working,
vou are being disloyal.

Also, if you notice some practices of the concern of which
vou do not approve, it would be better to resign than to “knock”
vour employer or his product. So long as you remain in a firm’s
employ, you should try to “boost”™ the business at every oppor-
tunity.

Dependability. The table states that more than 10 per cent
lose their jobs because of laziness, while 14 per cent lose their
jobs because of lack of initiative and lack of ambition.

An employer wants someone who can be depended on to
arrive on time, to attend strictly to his work, to meet all ap-
pointments without failure, and to produce results that stand
the tests of good workmanship. If you are dependable, you do
not wait to be told what to do, but know what to do and do it
whether or not the boss is around. You do your best at all times
and arc not always looking for praise.

Knowledge. In addition to these five essential qualitics, the
employer expects you to have a background of knowledge. He
expects that you will have enough understanding of English,
mathematics, science, and social studies to be able to learn the
details of your job quickly. If you have becen employed because
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of some special training, he expects you to have skill in that
field.

All this is not such a big order. Countless thousands of people
fit the requirements every day. There is no reason why you
shouldn’t, with careful preparation, do the same.

Summary

Locating a position is not always easy; however, there are
several methods you may use to lessen the difficulty. You may
ask relatives and friends for help; you may make use of help-
wanted and situations-wanted advertisements in the local
papers; you may use the school placement department or apply
to an employment agency; finally, you may plan a campaign to
call upon all the prospects in your community.

Applications for positions may be made in writing or in person
or in both ways. The letter of application is very important and
should be composed and written with the greatest care and neat-
ness. The personal interview should call for careful preparation.
Consider your dress and your manners; be courteous and frank,
but not too talkative; allow the interviewer to conduct the inter-
view, and, after thanking him for his time, leave quietly.

If you wish to succeed and to gain promotion, you should
cultivate those qualities which employers rate highest. Chief
among these are ability to get along with people, knowledge,
dependability, tact and courtesy, accuracy, loyalty, and honesty.
Your future success or failure will depend on you alone. Aver-
age ability will not handicap you so much as a lack of certain
personal qualities. With these qualities added to your ability
and education, success should be ensured.

Questions for Discussion

1. What methods may be used to locate a possible position? Which
of these looks most promising to you?
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2. To what extent can your school help you in finding a position?

3. What should you do as soon as you see a help-wanted adver-
tisement of a position that appeals to you?

4. How can an employment agency help you to find a job? Why
is it advisable to use public employment services as much as possible?

5. Name some other ways by which you may learn of a vacancy
which you may fill.

6. Why are frankness and honesty so essential in a personal inter-
view?

7. What are some of the things to remember about personal inter-
views with prospective employers?

8. Why is ability to get along with people considered such an
important factor in successful living?

9. Explain why tact and courtesy are so necessary if you are to
succeed in your lifework.

10. How can you develop the quality of dependability if you do
not already have it?

11. Why is loyalty rated so high by employers?

Practical Applications

1. The class often wishes to know some facts which would mean
a duplication of time and effort if everyone collected them. One
pupil, or a committee, should report to the class the findings on
a. The school employment office, and how to use it.
b. The cost of placing a situation-wanted ad in the local news-
paper.
¢. The public employment office or other employment agencies
in the community, and how to use them.

2. Find an advertisement in the newspaper that advertises the
kind of job you would like to havé now or when you leave school.
Write your letter of application for this job.
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3. If a personnel manager of a local concern comes to your class
and interviews members of the class, make a report on it. You will
profit by watching the procedure. Perhaps he will give some of his
experiences and will tell you his opinion of applicants he has em-
ployed and of their success or failure in later years.

4. Write a situation-wanted ad in 50 words or less.

5. List three points to use in determining whether or not to use a
certain private employment agency.

Problem

Develop a case history of some young man or woman who gradu-
ated from your school a few years ago. Find out how your case
decided on what kind of work he would seek. Did he have adequate
information about the work ? If so, how did he get this information ?
Had he studied other work, too? Had he made an analysis of his
own interests and abilities?

How did he get his first job?

Since he has been at work, has he stayed in the same work? Has
he been promoted? If so, why ? If he changed jobs, why did he do so?
Has he learned more about what he really wants to do and can do?
When he looks back on his own career, what advice has he for you?

Be prepared to use his story as an example in class. If each of you
brings in one case, you can compare various procedures and decide
what seems to work best.
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CHAPTER 6: IMPORTANCE

OF SAVING

Everyone wants to “get ahead.” We all like to feel at the end
of a year that we have advanced, that we are further along than
we were a year ago.

Sometimes we dream of some big change that will miracu-
lously make us suddenly rich and cultured and beautiful —
everything we wish to be. But we know life isn’t like that. If
we wish to get ahead, we must do it little by little.

That is where good management comes in. It isn’t enough
to earn a good income. It isn’t even enough to shop carefully
for food, clothing, and other things we need. The record of
Carl and Laura proves that. Carl always had a good job, and
Laura always shopped carefully. And yet, when Carl, at the
age of thirty, suddenly became very ill, they had no reserve to
tide them over. They had not planned well enough. They had
not looked ahead. They had just been efficient at the momen,
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It is chiefly by budgeting our income and saving our money
that all of us, including Carl and Laura, plan for the future.
Did you know that doing both of these could be fun? Antici-
pating your needs in terms of the things you want to do in life
and earmarking your money to cover them are exciting activi-
ties for anyone. Surely we all like to plan for a college education,
a long vacation trip, or furnishings for our own room. We even
enjoy figuring out how we are going to get that new outfit for
the school dance next week or those fine books on photography
we’d like to read right away. Budgeting and saving our money
will help us to get all these things faster and more easily.

In Part 3, we are going to look in some detail at what it takes

to get ahead.
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YOUR WANTS AND NEEDS

While you are in school, you are continually wishing that you
had more money. You say, “Wait until I have a job and earn a
lot of money; then I can have this or that.” Strange as it may
seem, when you have left school and are working full time, you
will say, “If only I had more money.”

Your wants. You are wishing for things; so are your pals,
your parents, and everybody else. It scems as though our wants
are never satisfied. You may want a new suit only, but
realize that the desire is a big one, while a well-to-do man may
wish for a yacht as an unattainable dream. Of course, you would
like a yacht too, but you have learned not to wish for the im-
possible. Why? You have learned that you must be practical
although you may want a great many things and may never get
through wanting. Or have you? At least you will agree that
man’s wants are innumerable.

Analyze your wants. What are the things you really want?
Make a list of them. You may want a bicycle, a party dress, a
camera, a pair of new shoes, a tennis racket, a permanent, the
latest record, a camping trip or many other things; indeed the
list is endless. Now place a check after those items which seem
the most desirable. You will have to make some selections and
eliminate others, for you cannot have them all. Did you make
the right decisions? You say that you don’t know. How can
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anyone tell? Maybe no one can, but at least you can make your
choices agree with your aims in life.

Your aim in life. Your purpose in life may be stated partly in
terms of your future job. You may want to be a doctor or a nurse
so that you can help the sick; you may want to be the successful
businessman who makes some useful product; lan

Library of Congress

The man on the yacht has chosen a very expensive form of amusement.
Since we all can't own yachts, most of us must find less costly amuse-
ment.

to be an efficient secretary or newspaper reporter. You may state
your purpose in life in terms of home life; you want to be an
attractive mother of several children, or a swell dad who takes
his son to the baseball games. You may state your aim in terms
of recreation; you want to be a crack golfer or a fast swimmer.
What are your aims? In what terms are you stating them ? Aims
in life tie in closely with vocations, as we discussed in Chapter 2,
but you may have additional ones. Studying your reason for
living takes some serious thinking.
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Joining aims and wants. Probably the smartest thing to do
would be to choose what you want to own in terms of what you
want to be. Why buy a tennis racket just because your pal got
one, when you know that flunking gym last semester was due to

Library of Congress

.Instead of a yacht, try a bicycle. This exercise will fit the budget of
almost anyone and will build strong muscles, too.

absence because you hated gym? You might only be annoyed by
getting so many freckles playing tennis in the sun; or you might
merely put the racket away in the closet after a few games, just
as you did the badminton set, which was a “must,” three years
ago. On the other hand, maybe you are really interested in
writing. The school paper has printed several of your interviews
with celebrities who were in your town. Last week on the bul-
letin board in the newspaper office, you read a notice about a
journalism conference at a near-by university for high school
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pupils. The lodging and tuition would be $12, and if you didn’t
buy the tennis racket you could save for that week with the news-
paper people. It would be so exciting to go. Maybe you could be
on the staff next year and eventually be a columnist on a big

N
Charles Phelps Cushing

A hobby can grow into a career. Those who find work early that is both
interesting and fun are fortunate indeed.

paper. Will it be a tennis racket or the newspaper conference?
Have you had a similar problem? Almost every day or so you
must decide whether to buy a sweater or a book, whether to go
to the movies or to give some money to the church. You are con-
stantly making choices. Are these choices in line with your pur-
pose in life? Will you be a happier, more successful person in
yeats to come because you make the right choices now? One
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friend of yours makes a decision in favor of a swimming suit,
while another friend decides to spend his money for a butterfly
collection. Do their purchases tie in with their aims?

Your needs. Everyone needs
food, clothing, shelter, recreation,
household services, and many
other things. You probably insist
that certain needs are vital
Wants are desires, often for un-
necessary things, while needs just
can’t be ignored. You will find
your needs are affected by many
things. Customs in your home
will affect even the kind of
lunches you buy. Religion may
determine your clothes, while the
amount of education greatly af-
fects your purchase of books or
tools and your participation in
certain activities. If you wish for
group approval when you be-
come a houschqldcr, you will first and then add such wants
probably buy things like a car .

. ) as you can fit into your
or new furniture, for you will dget.
soon get apologetic about your -
old car or the dilapidated davenport. One person is quite satis-
fied with a cot in a narrow hall bedroom, while another must
have an imposing four poster in a large bedroom.

You say that you need bread as the staff of life. Some families
are content with bread or an occasional biscuit, while in others
the mother uses her time and energy in baking muffins and waffles
to please fancy tastes. Even the necessities can be made of great or
small importance.

The Joneses next door may find that money for the upkeep

In analyzing your wants and
needs, select the basic needs
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of their automobile can be eliminated and the sum spent on a
college education for John. The Warrens pay lower rent so that
Jessie and Bill can spend the summer far away. You can see that
the needs of a family or a person vary so greatly that no one can
say just what is essential. Each must decide for himself.

Family conference. You probably realize that we have been
talking about family needs a great deal. The family is the estab-
lished unit of society; it is the unit through which most of our
needs are filled. Therefore it is only natural to study the wants
and needs of that group.

A family gathering to discuss needs will do much to clarify
the ideas of each member of the family and will thus make it
possible to get the most out of the family income. You are a
part of the unit and can get a lot out of such a discussion. Con-
ferences of this nature should be confidential. Often parents
do not include the children in financial planning because the
younger set sometimes forget to keep such matters to them-
selves.

Your father will give the facts about his income at the be-
ginning of your talk. Anyone else who earns money in the
family and contributes all or part of his earnings will also tell
about it, so that the total income is known.

You will want to discuss your special goal for the present
term. Would an upstairs radio solve a lot of family problems
and bring enjoyment too? Maybe Junior is going to take a
college course that will add a new item of expense. Whether
the goal costs a great deal of money or very little, there should
be one upon which the entire family agrees.

Then you will want to help the family list the items that are
definite and fixed. They include such items as rent, or interest
on the mortgage and taxes on the house, telephone expense, fire
insurance on the home and furniture, life-insurance premiums,
church pledges, and club dues. If your family owns an auto-
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mobile, you will have fixed charges such as registration and
license fees and insurance.

Other groups of items cannot be so definitely fixed, but the
following items can be estimated: groceries, meat, lunches, car-
fare, clothes, fuel, gas and electricity, laundry, gifts, amuse-

Courtesy Household Finance Corporation

Talking financial problems over with the family is the best way to get
them ironed out. Then, too, perhaps you can help to solve some of
the larger problems that confront the family as a whole.

ments, school expenses, and on and on. Because of this endless
list, it is much better to follow the common practice of group-
ing the expenditures under a few rather general headings. They
may be the following:

Food. This covers not only the money spent for meals inside
the home but also the money spent outside the home—for your
school lunch or your father’s lunch at the factory or ofhice.
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Housing. If you do not own your home, your shelter cost will
be rent. If you do, this item will include taxes, insurance, repairs
and improvements, and interest and payments on the mortgage.

WHERE A TYPICAL FAMILY DOLLAR GOES
= |||
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From How We Spend Our Money, Public Affairs Committee, Inc.

Household Operation. This covers the cost of fuel, light, water,
refrigeration, laundry, cleaning, telephone, household servants,
and repair and replacement of household furnishings and
equipment.

Clothing. This includes not only the cost of ready-made
clothes but also the cost of materials for those made at home
and of repairing and cleaning.

Advancement. Here we have expenses for education, travel,
recreation, health, automobile, church and charity, and many
other things that make for a better standard of living for the
family.

Savings. Included in this group are all the amounts set aside
to provide for emergencies, for old age, or for the present or
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future purchases of articles for family use, such as automobiles,
furniture, and real estate. Money paid for endowments, annui-
ties, or life insurance, for savings accounts, bonds, or invest-
ments in building and loan associations should be included here.

Your personal wants and needs. As a school pupil, what
do you need in addition to those things supplied by your family?
What was decided about your personal budget at the family
conference? What do you need while away from home? Maybe
you can classify them into these groups: (1) carfare, (2)
lunches, (3) school supplies, (4) personal items, including gifts,
(5) recreational, (6) church, and (7) savings.

How much you will spend for these various items will de-
pend on your aim in life as well as on the amount of your allow-
ance or earnings. If perhaps you are interested in a career in
music, you will spend less, say, for movies or sports because your
lessons and practice hours take up so much time that you do not
need a great deal of money for amusements.

Do you see why we have spent so much time in this chapter
thinking about the things you need and want? It is because we
wish to take up next budgeting and managing your money. No
one can budget or manage his money well until he knows what
he wishes it to secure for him.

Summary

Before you can begin the task of managing your income, you
must learn to distinguish between wants and needs. Wants are
merely desires for things and they are numberless and varied.
While they are ever-present and necessary, your wants are not
always for things you really need. Needs consist of clothing,
food, shelter, recreation, and many other things that make it
possible for you to exist and to enjoy a good standard of living.

Needs vary with individuals and with families. Moreover,
they are affected by many things, such as custom, tradition,
social standing, and surroundings. Before you make a final
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decision about your needs, you should try to determine your aim
in life — what you wish to be and what you wish to accom-
plish. When you have analyzed your wants, needs, and aims,
you will be ready to make plans for the wise management of
your income.

Questions for Discussion
1. What are wants? needs? How do they differ?

2. What are the major factors that cause you to want certain
things?

3. What factors help to determine your needs? What needs have
you that are due to custom? to social standing? to your home sur-
roundings?

4. What family charges may be considered fixed? Have these
always been considered as needs?

5. What personal needs do you have that differ from family needs?

6. Why should you consider your aims in life before you attempt
to determine your needs?

Practical Applications

1. Make a list of your present wants. Place a single check mark
against those which you want more than others. In what order
should you list your wants? Begin with the one you consider most
important, and end with the least important.

2. How many of the wants listed in the first question would you
consider as needs that are absolutely essential? What particular need
would each serve?

3. Have you made your plans for this school year? Are you spend-
ing your money for the things that will carry out these plans? It is
advisable to look even farther ahead than the next few months.
What do you plan to do when you leave school? What do you
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desire to be? What are your special interests? Write a short account
stating the type of person you think you will be 10 years from now.
Does your spending conform to that vision of yourself? If not, how
will it have to be changed to conform?

4. What makes you want certain things? List the items that you
have bought during the last month. What factors, for example, desire
for social approval, religion, or advertising, caused you to make each
purchase? Summarize your spending. What percentage of your
ready money goes for each class of goods or services?

5. Dramatize a family conference on financial problems. If cer-
tain classmates are designated to be the members of a typical family
and each person has a list of the money troubles which may arise, an
informal discussion can be presented which will prove helpful and
interesting to the other members of the class.

Problem

There is a growing feeling among many American families that
all members of a family who are old enough to understand money
matters should take part in planning the use of the family’s income.
A generation or two ago this idea was not very popular. The head
of the house in those days usually ran the family’s financial affairs
by himself. The new trend probably is the result of our desire for
democracy in all matters.

What do you think of the idea that people of your age should
know about money matters and help with the planning? If you are
in favor of it, just what do you thing the young people should con-
tribute? How much of a voice should they have in the family con-
ference? If they are given some authority, what responsibilities must
they also accept? If they attend a family conference, should they
think only of their own interests? Or must they help plan for the
family as a whole?
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YOUR INCOME

Now you are ready to consider the problem of managing your
income so that you may be able to get things you want in life.
Think for a while about all those dreams of yours—of the
work you want to do, the clothes you want to buy, the fun you'd
like to have. If you wish, as you undoubtedly do, to realize your
ambitions and to get the most out of life, you should learn early
how to plan the systematic use of money. You will have to
choose the things you want most and then plan your income
so that you may be able to obtain them. Unless you have some
plan for managing your money, you will find your money man-
aging you. This means that you should adopt some plan by
which a balance may be kept between income and expenditures.
This is called “budgeting.”

What is a budget? A budget is a plan for managing money.
It is an estimate of your income and outgo for a definite period
of time. If the plan is to be effective, it must fit your personal
needs. You will have to keep records if you are to operate it suc-
cessfully. The simpler the records, the better. Budgeting is a
game or a hobby that you must practice if it is to be of any use to
you. There is only one way for you to learn money management,
and that is by faithful, systematic practice.

Budget keeping can be divided into five steps:

1. Estimating your income.

68
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2. Analyzing your needs and wants, and deciding which is
most important.
3. Dividing the income according to your wants and needs.

Charles Pnelps Cushing

If you're a boy, sometimes the quarter you planned to spend on a soda turns out
to be fifty cents for two sodas. Incidental expenses pile up and before you
know it your pocket is empty.

4. Recording your expenditures to see if they conform to your
plan.

5. Revising your budget from time to time so that you may
reach your goals.

What can a budget do for you? A well-planned budget,
including the necessary records of income and outgo, can do
the following for you:
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Iz Can Help You to Achieve Your Goal in Life. As long as you
have a limited income, whether it is $1 a week allowance or $100
a week salary, you will want to spend it in accordance with your
life goals When you spend your money thoughtlessly, you may

A budget helps you to live within
your income. Often you feel
that your income, like the suit
of clothes on this boy, is too
small. A budget will help to
spread the income more ef-

ficiently.

be buying too many things that
are out of line with your aims.

It Helps You to Live within
Your Income. We all know
people who get into debt be-
cause they have not planned the
spending of money wisely. The
income is spent, but somchow
there are bills that are still un-
paid. When you keep a budget,
you have a record of your ex-
penditures, and you know that
the total must not exceed your
income.

Many of the small loan com-
panies and some banks require
all borrowers to keep a budget,
at least until the loan is paid. If
these institutions believe a bud-
get is valuable in such cases,
surely it can be of much help to
you in trying to live according
to your financial plan.

It Helps You to Save. If you
keep a place for savings in your

budget, you will have a better chance of saving that amount. This
amount may not be large, but any sum saved is worth while.
If you save only 15 cents each day, you will have $1,095 in 20
years! If you put this amount in a savings bank at compound
interest, the sum will be even greater.
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It Tells You Where Your Money Goes. The budget records
make it possible to see exactly where your money goes. Some
people refuse to keep a budget because they dislike to see the
amount they have spent foolishly. Perhaps it is better to take a
long look at the facts and then change your spending habits. If,
however, you must keep on in the same way, at least you will
know exactly where the money went.

You may be influenced to stop careless and unnecessary spend-
ing. Before you realize it, your frequent stopping at the corner
store for sodas and popular records has piled up into quite a sum.
You do not realize how large such expenditures become until
you are face to face with the telltale figures in your budget. Per-
haps now you will divert money for “extras” into better
channels.

It Will Furnish Records for Future Reference. It often hap-
pens that people wish to compare the costs of one year with the
costs of another year. A family may wish to know how much
was paid for fuel last winter or what it cost to operate the auto-
mobile last season. If you wish to sell some article, your records
of its cost will help you decide how much you should obtain for
it. Budgetary records will also be very useful when the time
comes for you to make out income-tax forms. Much of the in-
formation you need will be found in your budget record.

Most important of all, the record gives you a plan for future
spending. You cannot improve the value received from your in-
come unless you carefully examine your expenditures of the
previous year or month.

Why is budgeting unpopular with some people? If budgets
can do all these things, why is it that so many people do not
maintain them? Why doesn’t every one start budgeting at once?
All types of governments maintain budgets, and businessmen
prepare a plan showing estimated income and expenditures for
the coming year. Yet, in spite of these examples, many indi-
viduals and families, though they may start a budget, soon give
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it up? Why? Here are some of the reasons that have been given.

Budgeting Takes the Joy out of Living. It is a common failing
to love to spend money and wish to report such spendings to no
one. Is there any real joy in spending money carelessly only to
worry later about debts? People who refuse to keep a budget
because it spoils their lives will frequently be found to be in debt
or to have financial worries. Money manages them. They have
not even tried to keep a budget and therefore do not appreciate
the fact that a carefully keot budget reduces worry about
finances and makes for more joy in life.

Budgeting can be fun. Budgeting is planning. You know that
planning can be exciting. You may have heard that anticipation
is greater than realization or that it is more stimulating to plan
a party than to go to one. Perhaps it is not quite as much fun,
but planning can be very amusing and very interesting.

Budgeting Is Too Much Work. Don’t get the idea that keep-
ing a budget means a lot of complicated figuring. While some
figuring is necessary in budgeting, and records must be kept,
the record keeping can be overdone. For instance, a small account
book can be kept in a purse or pocket. While waiting for a friend
or movie time, a few expenditures can be recorded. Once a month
a half hour’s work on expenditures will be necessary, but that
brief period can hardly be burdensome.

Budgeting should remain simple because, if too many details
are involved, the budgeteers become confused, discouraged, and
finally abandon the budget altogether. Adopt only enough items
to cover essentials; if experience shows that more items are
needed, they can always be added. If you develop a habit of al-
ways recording your expenditures, keeping records will be easy.

Income Is Too Small to Make Budgeting Worth W hile. Many
people are obliged to spend all their incomes for necessities.
They claim that there is not enough left to make budgeting
worth the time it requires. While it is true that people with low
incomes can save very little or nothing at all, the main purpose
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of the budget is not saving but spending to attain goals in life.
Everyone can carry out this purpose.

Your personal budget. In the last chapter we discussed the
needs and wants of a family as well as those of an individual,
particularly the school boy or girl. In the same relation, a budget
can be planned for the family or for the individual.

A family budget can be planned around the family confer-
ence table — the income estimated, the needs and desires dis-
cussed, decisions made as to the amount to be spent now and
later, the person designated who will record the expenditures,
and plans made to confer again in perhaps a month to study
the accomplishment of the goals. At the second meeting, it may
be necessary to change certain expenditures for the following
month in order to carry out the original purposes.

Although you wish to do your part on the family budget,
perhaps at the present time you are more interested in your
own personal one. If the family budget seems complicated, you
will find it wise to keep your own simple one first. To help you
with your own budget, let us return to the five essential steps of
a budget mentioned on the first page of this chapter.

Estimating Your Income. Are you earning money by work-
ing after school? Do you get an allowance? Can you plan on
an occasional gift? You will want to list these items in your
little budget book by the week or by the month. Why not use
this form? .

MY INCOME
Left from last week. . ... evvvnnnnns $1.00
Allowance.......c..ovvvieenernnnnn. 1.50
Eamings. .....ccovienneneneinnnenns 30_0_
Total inCOMe. .o vveeinenennennnnns $7.50

Analyzing Your Needs and Wants and Deciding W hich Is
Most Important to You. You analyzed your needs while study-
ing the previous chapter. Did you save the list you made? Per-
haps your needs are similar to these of a typical high school
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boy. Rex says: “I promised Mother I'd save a dollar every week
for my education in music. My trip to school each day and
down town on Wednesday when I take my sax lesson makes
my carfare for the week 70 cents. My school lunch averages 25
cents a_day—at least if I eat more than that one day, I cut
down the amount the next day.
Of course, I must have a candy
bar after school, just before I go
to work, so eats will be $1.50 for
the week. I need a math tablet
every week, I buy the school
paper, and this week I need some
theme paper. That’s 25 cents for
school supplies. Saturday night
BOX is giving a dance which
will set me back $2.20, and if I
don’t get a haircut before I call
for Jane, she’ll ask me if I've
brought my violin. Haircuts are
75 cents. On Sunday, I need 50
cents for church and Sunday
school. Then I better add 50 cents
for extras.”
If you have been making men-
The school dance is an expense 3] note of the amounts of money
that should be |isr‘ed inyour Rev is planning to spend, you
budget. Plan for it shead of - (yiy; 1 that it totals $7.40. He
time and you'll have the nec- f his Saturdav lunch. for h
essary cash when the tickets orgot, 1§ Saturcay funch, tor he
go on sale. doesn’t go home at noon when
he works. However, he has at
least analyzed his needs, and you will need to do the same.
Dividing the Income According to Your Wants and Needs.
Rex is fulfilling his aim in life. He knows he must finish high
school before he can continue studying music at the conserva-

%w.ing Balloway
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tory. Because he works after school, he needs his evenings for

studying his school subjects and his music. He really has time

for relaxation only on Saturday evening and part of Sunday. He

divides his income of $7.50 into certain definite amounts, as

planned in the previous step in the budgeting process.
ESTIMATED EXPENSES AND SAVINGS

SAVINgGSe e o eetceesescansnscsnosanns $1.00
Carfare..eeeee e e rneeeencannceanns 70
Lunches. ccceiiieeinneesnennnennnss 1.50
School supplies.........ccoivevenn. .25
Recreation...c.ccovveeieecranacennas 2.20
Personal items............coovvvanns 75
Churcheeeeeeeenneennenenennaannns .50
Emergency and extras............... .60

Total. e eieiierinnieeeniennnnans $7.50

You can estimate your expenses in the same way.

Recording Your Expenditures to See if They Conform to
Your Plan. Rex keeps his expenditures in a tiny note book some
concern gave away as an advertisement. It’s a narrow book and
therefore he uses the double page and rules off seven columns
every week. It looks like this

FINANCIAL RECORD FROM OCT. 19 TO 26

Savingsand expenses| S M T w T F S

Saving.cveveaeane. $1.00

Carfare...ccocvee. .10 [ $.10[ $.20 | $.10 | $.10

Lunches .. ...ccve 25| 30| 35| .25| 25| $ .20

School supplies. ... .10 15 .20

Recreation..c..v... 2.20

Church.vevennnn.. $.50

Personal items..... (Hair|cut) .75

Balance.......... .40
Daily totals.....| $.50| $1.45 | $.40 | $.70 | $.35 | $.55 | $3.55

Weekly total $7.50
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Now, if you check Rex’s expenditures against his plan, you
will see that he spent only 60 cents instead of 70 cents for car-
fare, $1.60 instead of the estimated $1.50 for lunches, and that
school supplies were 45 cents instead of 25 cents. Otherwise, his
actual expenditures were in accordance with his plan. He had
left over from his emergency and extra fund 40 cents, which he
can carry over to next week. Since his earnings, $5, and his
allowance for lunches, $1.50, will be the same, he will have $7.10
to budget instead of $7.50 as he had this week.

Although it is necessary to record your expenditures, remem-
ber that a well-kept record book, which you can show to rela-
tives and friends to prove that you have recorded every penny,
is not the purpose of the budget. Excellent record keeping is
commendable, but the purpose of the budget is to have a plan
for managing your money well, and only part of that consists in
keeping track of what you spend. Rex could just as well enter
his total carfare once a week. Perhaps he could do the same for
his lunches.

You may record your expenditures on slips of paper or cards,
but these papers can easily be lost, lcaving an incomplete record.
As already suggested, a small 10-cent book can be kept by an
individual for his records or by the housewife for her family
budget in a purse or pocket; items can be recorded, when con-
venient, during a shopping expedition or while on the bus or
streetcar or while waiting a minute or two for a friend. The
book may be ruled in 10 or 12 columns, which are generally
sufficient. Most of these small books have fourteen or more lines
and a page will serve for a 2-week period. Budget books may be
bought for a small sum, but a school tablet for less money will be
satisfactory. You may rule a notebook in any way you wish. If
these books have more than 30 lines, a line serves for each day’s
expenditures for the current month.

Revising Your Budget for the Next Term in Order to Come
Nearer to Your Goals. Larry is one of those fortunate individ-
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uals whose income covers his expenses while he is accomplish-
ing his aim. Don’t for a minute think that he is doing it easily.
Remember that he works every afternoon after school and can’t
loaf with the gang. On Wednesday, when the store is closed,

Courey Lberfy uiunl Insuranc Co.

Accidents happen to almost everyone and there are some expenses for
which you cannot plan. If the bicycle rider has to pay for the lady's
groceries, his budget will probably feel the strain for months to
come.

he has some free time, but that is the day he has arranged for
his clarinet lesson. He may be overworking, and if he becomes
ill and is advised by his doctor not to work after school, his
income will be less and he will be required to make some
adjustments.

The importance of budgeting is emphasized in this last step.
While Dan throws away his budget because he cannot live up
to his plan, Larry thoughtfully analyzes his errors in spending.
He sees that a few of his expenditures are not as they should be.
Then he tries to change his habits for the next week or month.
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Again he looks at the records and finds them slightly improved,
but he knows he ought to do even better. Habits cannot be
changed overnight. If Larry slowly reaches his goal, he will
have accomplished his long-sought-for wish and he will also
have developed a stronger character.

Will you be one of those who will want to analyze your budget
and gradually fit your income and expenditures to your goals?

Summary

The process of estimating and planning your expenditures in
accordance with your income is called “budgeting.” A well-kept
budget can do much to help you achieve your goals in life and
to live within your income. But budgets are not popular with
some people because they think they take too much time and
require too much detail in figuring. These objections can be
overcome by anyone who wishes seriously to know where his
money goes and what he is getting for it.

Budgets are more needed today than ever before because of
the increased importance of buying and spending in our eco-
nomic world. They are not difficult to prepare, but they should
be kept as simple as possible. The fewer the items, the less
chance there is that the budget will become a burden and soon
be given up. Make your own budget in accordance with your
own situation; revise it from time to time as conditions require;
be sure to balance it at regular intervals.

Questions for Discussion
1. Give some illustrations showing how money may manage a
person.

2. Why do all large business firms and government agencies make
a budget? Do these same reasons also apply in your personal life?

3. State the five steps into which budget keeping may be divided.

4. If you consistently keep a budget, what five things shall you
expect it to do for you?
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5. Why is it relatively meaningless to make a budget but not keep
financial records?

6. Why is it that many people do not keep budgets? Do you have
any tendency to agree with their reasons?

7. Why should budget records be simple?

8. If after you have made a budget for a month, it “doesn’t come
out right,” what should you do about it?

9. What items would appear in your personal budget? Would the
six major classifications suggested in this chapter fit your needs? If
not, what set of headings would be better?

10. Why should you revise your budget from time to time?

Practical Applications

1. Set up a budget of your personal finances for the coming week.
How much will you receive? How much will you spend? Follow
the five essential steps of budgeting. Set up a simple record system
and check upon your figures. Perhaps, right now, your class should
decide upon a date—say, one month from now—when all of you
can bring in your records and discuss what you have learned.

2. Does your family keep a budget? What can you do to interest
them in budgeting? Perhaps if you sent for the Budget Calendar
from the Household Finance Corporation, your family might find
the record book helpful in their financial plans. This book is free.
Other banks and loan companies also furnish similar forms. If your
family takes to budgeting, you will want to report the results to
the class, orally or written as your teacher suggests.

3. “People who can save a regular part of their incomes anyway
do not need to keep budgets.” Do you agree with this statement?
Discuss it.

4. Explain why savings should be deducted before other items are
budgeted. :
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5. Name some of the economic conditions that make the keeping
of budgets more essential than ever before.

Problem

Do you know any people—cither single individuals or families—
who regularly budget and keep records? Surely some members of
your class must know such people. Of course you will not wish to
pry into their affairs. But you could find out why they think budget-
ing is worth while, what advantages it brings them. Perhaps you
could also learn what kind of system they use, what record forms
they sct up, how much time the record kecping takes, etc. Possibly
you could even bring some sample forms to class.

Be prepared to report to the class whatever you find. Perhaps some
members of the class will report on very simple systems, while other
members will have found rather elaborate ones. By looking over
several different ways of doing the job, you can learn something
about how to set up your own plans.
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OF SAVING

The successful man in this world is the one with the ability to
save money and to invest it wisely after it has been saved. Of
course we all know of people who inherit so much money or
who earn so much that they do not have to be concerned with
saving. But that is not the way it is with most of us. We need
to save. Where you stand 10 years from now—how you stack
up as a person and as a member of the community—will depend
largely on how consistently you have held on to your money.
In this chapter we shall discuss the value of saving and suggest
a plan for saving part of our income. In later chapters we shall
consider the matter of putting our savings to work in other
ways (see Part 9, Chapters 24 and 25). .

- What is meant by saving? Many people think of saving as
a joykiller because it implies sacrifice. They are wrong about it.
Saving does not mean hoarding, being miserly, or putting
money away never to be used again. It would be better if saving
were spoken of as “delayed spending” or “spending for the
future,” for that is what it really is. Little children are rarely
thoughtful enough to give up a small pleasure now for a
larger one later, say, a toy for a winter coat. Likewise, savage
peoples have almost no ability to look ahead. They eat all the
game they kill today; then they may nearly starve before they
find more. The ability to look ahead—to put off something

81
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now for the sake of something better in the future—is the mark
of the real grownup and of civilized man.

Are saving and thrift the same? There is a great difference
between mere saving and thrift. A person may save a large part
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of his income and yet not be thrifty. The miser certainly spends
very little, but no one would ever make the mistake of calling
a miser thrifty. Hence, we use the word “miserly.” He does
not make a wise use of his belongings, nor does he benefit
society. The thrifty person is the opposite. When he saves, he
does it for a good purpose, and he puts his savings to work so
that society as well as he himself may benefit. The thrifty person
manages to save a little out of his small income while having
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what he needs to live comfortably. Moreover, the thrifty person
makes a wise use of all he possesses, whether it is time, physical
energy, or money.

Why should you save? You save because it helps you and
helps business. You save for the following purposes:

Emergencies. When you become a wage earner, if you do not
have work because of a depres-
sion or an industrial change,
you will not have money for ne-
cessities unless you save. Sup-
pose that you needed a new suit.
If you didn’t buy it and saved
the money, wouldn’t you need
the money more when rent and
food had to be paid for and
there was no weekly pay check?
The great depression of the
1930’s brought disaster to mil- Tomorrow’s

lions of people. Many saw their ., SPENDINGS
jobs dlsappcar together with By going without a sundae today

their earning power. If an ill- (a"j of N °"Ls° a f: v ;‘“ ore
ness should strike your home or ;':;.IT:: .:bli :ov:‘ey :h: + :::!
an accident happen, when YOU  nis racket that you want.
become the head of a family,

there will be no money for a doctor, hospital bill, or perhaps
even the necessities of the home if you do not save. Everyone
must expect a few such unforeseen events.

Wants at a Later Date. In the future you may want an auto-
mobile or a phonograph. You will wish to get married, and will
want to buy furniture, a home, and electric appliances. All
these items cost large sums of money and you will need to save
for them. Thriftless persons often spend all their money for
little things: gadgets, movies, candy, etc. It is only the thrifty

TODAY’S
__ SAVINGS
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who can get the larger ones that make a big difference for a
long while. .

Buying without Borrowing. If you have the money on hand,
you can pay cash for goods. This saves the cost of interest and
other credit charges on installment-plan buying. Thus it adds
to your buying power.

Feeling of Confidence. One important reason for saving is that
it makes you “feel good.” If you have money in the bank, you do
not worry so much about unemployment and other possible
troubles. You express that feeling of confidence in your work
and in the community. An air of confidence expressed in every-
day life often brings success, because people are attracted by it.

0ld Age. A study has been made of the financial dependency
of 20,000 adults beyond the age of twenty-five. The results of
this study show that in this group 7 per cent are dependent at
the age of thirty-five, 9 per cent at the age of forty-five, 18 per
cent at fifty-five, and 38 per cent of the group are dependent at
the age of sixty-five. It was also found that 86 per cent of those
who were living at the age of sixty-five did not have enough in-
come to enable them to live without working or getting help from
others. Old age may seem a long way off, but being dependent
on others in years to come is not an admirable thing to contem-
plate. You want to avoid it, don’t you? But this is only half the
story. Surely you have seen how happy older people are when
they have accumulated enough money to retire from work and
enjoy their leisure. They take pleasure, too, in being able to help
their children and grandchildren. Don’t you want to “shoot
for” such serene sunset years?

Saving for your business. If you have savings on hand,
sometime in the future you may have an opportunity to invest
in a business of your own that will bring you good returns. You
do not know when such a chance may come, and if you have
a nest egg you can seize the advantage. For many a young per-
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son, having—or not having—a few hundred dollars when the
big chance came along has made all the difference.

Saving for businesses operated by others. Have you ever
wondered how big industries, such as General Motors, Ameri-
can Telephone and Telegraph, or some large corporation in
your city, were made possible? They exist today because thou-
sands of people like you saved some money and invested it in
these industries or placed it in savings banks and insurance
companies, which in turn loaned it to industries.

With the accumulation of the savings of many individuals,
factories can be built, expensive machinery installed, and
workers paid before any money is really received from the
product produced. Our country was developed by the savings
of its citizens, who loaned money for railroads, communication
lines, ships, stores, and factories. Not only is the industry devel-
oped, but jobs are provided for more workers who in turn can
buy more goods.

Savings help our government. If you lend your savings to
the city, state, or nation, these governments are able to build
schools, roads, hospitals, and national parks and to undertake
other useful projects immediately. Actually the taxes you pay
are used for these improvements also. But this year’s taxes may
not cover the cost of things we desire to have immediately;
therefore people lend their money to get the improvements
immediately.

An outstanding example of what savings can do for a nation
was shown in the last war. With the savings of the people,
warships, bombers, and tanks were built, millions of soldiers
were equipped, many hungry people in foreign lands were fed,
and the war was won. When the bonds are paid for in 10 years
after purchase, the owners will have savings to spend for what-
ever purpose they think necessary.

The golden fifth. The chart on page 86 was sent out by a
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savings bank to encourage thrift. It develops the reasons for
saving to a greater degree than we have done and also suggests
how much of your income to save. Twenty per cent may sound

Ghe GOLDEN FIFTH

of Your Income
and Its Use in Winning Success

equal to

at least
%
b
of one year’s

income in your
savings account

Courtesy Harris Trust and Savings EIF.?
This savings plan suggests that a fifth of the yearly income should be
set aside for the purposes listed.

like a large share, and it may be too much in some cases, but
you will remember that you are saving the money to spend at
a later date. A fifth of your income saved means golden days

ahead.
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When should you begin your savings program? The time
to begin saving is as early in life as possible.

Your grandparents probably began work at about the age of
fourteen and continued until the age of sixty or seventy. In those
50 years or more, savings could amount to a great deal. Our
working period is shorter now, from sixteen, eighteen, or even

FINANCIAL INDEPENDENCE AT SIXTY

PERIOD OF ACCUMULATION LIMITED WISE INVESTMENTS PROVIDE CONTENTMENT.
m i
PREPARATION 30 ACCUMULATION sls A.G;E
: YOUR WORKING PERIOD. IF 1§ LINITED RETIREMENT

R s it o v o
ARNI LU ILL BRIN
FREEDOM AND COMFOAY IN LATER LIFE o "

YOUTH THE AGE
OF EDUCATION
AND PAEPARATION

STAFF OF LIFE.

3B YOU NAVE REACHED THE NEVOAY
OF YOUR EARNING POWER.

GROWS YOUR
INCREASING RE. WISE OR UNFORTUNATE INVESTMENTS
""" N THIS PERIOD NAVE BECOME THE
- | MAKE THE IN DECIDING FACTOR FOR TNE FUTURE
VESTMENT OF
[SURPLUS EARN
INGS OF PRINE
IMPORTANCE

4 53
1T IS NOT WHAT YOU EARN THAT COUNTS, BUT WHAT YOU SAVE AND HOW YOU INVEST IT.

A sngle mistake may wipe out the savings of yean.

Expenience 18 too expensive a teacher.
Investment education should be your fst 1nvestment.

Courtesy Babson’s Reports, Inc.

twenty-two years of age to fifty-five, sixty, or sixty-five, reduc-
ing the working span to about 40 years. You need to save more
each year if your total earning years are shorter. Also, we are
more dependent on money savings than our ancestors were.

Examine the chart on this page. You will notice that up to
the age of thirty is the time for education and preparation of
your lifework. From thirty to fifty-five is the working period
when your earnings are at their peak and you should accumu-
late savings. After fifty-five you move toward the age of retire-
ment, and whether you have ease and enjoyment will depend
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on your previous savings. If you study this chart, you will see
the wisdom and necessity of laying aside a part of your earnings
while your earning power is greatest.

Compound interest. Another good reason for beginning to
save at an early age is that the longer money is allowed to
remain in a savings bank, or in any good investment, the greater
the final total. Savings banks pay compound interest on your
account. If you have $1 in the bank drawing interest at the
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rate of 2 per cent a year, you will have a little more than 2
cents added to your dollar, if your dollar remains in the bank a
year; the next year the entire sum draws interest, and thus it
goes, as long as you leave money undisturbed in the bank. Two
cents may not seem like a large sum, but the constant piling
up of pennies makes a larger sum. As the sum increases, the
interest increases faster.

The same thing is true of any good investment. Even though
you do not receive compound interest on a bond or stock, you can
reinvest each year’s earnings, which amounts to the same thing.

Saving does not amount to much unless it is continued for
a long period. Examine the above diagram, and observe what
can be accumulated if $10 is saved monthly for 25 years. Why
not set your first goal at $3,000?

How should you save? If saving is so important and you

——at3% -

-,
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have been convinced that it is the thing to do, how should you
go about it? You should do the following things:

Set Up a Goal. It is so much easier to save for something than
just to hoard. A freshman boy started caddying at the golf
course one summer. Although he had never worked before,

Courtesy Shwayder Brothers, Inc., makers of Samsonite luggage

It's much easier to save money when you have a goal. A family trip is
the goal of many a family's saving.

he now arose early and worked late. Why? He had a goal—
to take his girl to an amusement park. He saved his money.

They spent it all on one visit, for pleasure can be a short-lived
goal. Soon he began working again, this time for a bicycle. This
more lasting goal he was able to accomplish in a reasonable
time. As he grew older, his goals expanded and changed.

Generally speaking, you will find saving irksome, if you are
“just hoarding,” without a purpose. But saving for something
you really want is pleasant.
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Save Right Now. You ought not to delay. Even though you
complain that you have little money, not enough for your
needs, you can save a few pennies, a quarter, or a few dollars.
Maybe the savings will be so small that they will get you little
except the habit. O.K,, it is a valuable habit. Maybe you are a
procrastinator, the fellow who puts off for tomorrow what can

s

Courtesy The Bank for Savings in the City of New York

A bank is a good place to put your savings not only because it is a safe
place but also because it will pay you interest on your money.

be done today. Though the long name may fascinate you, you
won't be very popular in your dealings with your fellowmen.
With savings, don’t be a procrastinator.

Decide on a Definite Amount. If you set up a certain amount
for saving, your goal will probably be reached sooner. Suppose
you say, “I'll save a dollar a week.” You will save more than
if you say, “I'll save as much as I can.” Better still, if each week
you can buy something such as a savings stamp, you will estab-
lish a definite sum habit. Maybe a school bank lends itself to
fixed savings. Don'’t set the amount so high that you cannot
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stick to it. Small, steady savings amount to more than occasional
big ones.

Save Regularly. Set a regular time. Every Monday morning
is probably a perfect time to put money in the school bank, if
you get your allowance on that day. Put it away before you
spend it for other things. Your father may belong to a savings
and loan association which demands $5 before the last Tuesday
of the month as part payment of his shares. Regular payments
force him to save just as they will force you.

Invest Your Savings. After you have saved money and accu-
mulated quite a bit, you will want to invest it where you think
it will be safe and also give you a good return. This is where the
big “pay-off” comes in any savings program. Previously you
were working single-handed. Now you have a silent partner—
money—working shoulder to shoulder with you. Investing your
money in financial institutions, mortgages, and securities is dis-
cussed in Chapters 24 and 25 in Part 9, Making Money Work
for You.

Are you beginning now to save regularly a definite amount
for a worthy goal?

Summary

Saving has become a very important matter for the person
who desires to lay aside something for the future. In order to
save you should be thrifty in the use of your possessions, striking
abalance between being miserly and extravagant, so that you may
enjoy the good things of life in reason. If you wish to accumu-
late funds for future use, you must begin to form the saving
habit as early in life as possible and stick to it for many years.

Questions for Discussion

1. What is meant by saving? Why do you think it is important
to you as an individual? to society?
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2. What are the factors that keep people from saving very much?

3. Why is it necessary to take one’s savings out first, rather than
first to buy what he needs and then save what is left over?

4. Give several reasons why savings programs begun early in life
are especially successful.

5. Why are so many aged people dependent upon others for their
support?

6. In what sense may saving be called spending for the future?
Give examples.

7. How much should a person or a family save? How would you

decide?

8. Docs the fact that a person saves $1 or $2 a week prove that he
is thrifty? Why or why not?

9. Write the reasons why you ought to save money. What are your
reasons for delayihg your spending? Does it scem a wise policy ?

Practical Applications

1. At what period in one’s life can he reasonably expect to make
his greatest savings? Why?

2. How should you expect a person’s goals in saving to change
as he grows older? For example, consider the different goals of a
high school student who wants to go to college, of a young man
about to be married, and of a man of forty-five whose children are
all grown up.

3. What do you think of the principle that one of the first things
a family should save toward is a home of its own? Would this be
true of all families?

4. At some time in your life you have probably saved up for
something you wanted very badly. Was this a pleasant or an un-
pleasant experience? How did your feeling in holding back this
money compare to the way you feel when you simply tuck away
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money with no purpose in mind? What does this indicate about the
way to organize a successful savings program?

5. From one or two farmers or businessmen, find out how im-
portant savings were in getting capital to run their business? Did
they wait until they had enough savings of their own? Or did they
also borrow other people’s savings?

Problem

The chart on page 87 introduced the idea of a family’s financial
life cycle. Can you talk this over with some older person and get
the figures on an actual case. .

Perhaps your own parents or your grandparents can give you the
facts in such a case. Find out at what age they went to work, how
much income they had, and how their income grew. Learn as nearly
as you can what they saved at each period, and what they did with
their savings.

Find out a little, too, about their expenses. Was there a period
when these were high? Perhaps expenses were high when the chil-
dren were growing up. Was there a later period when expenses were
lower?

Then, with whatever data you have, try to chart their financial
life cycle so far. Be prepared to discuss this with your class.

What ideas does all this give you about a financial life cycle for
yourself? Can you draw an expectancy chart for your own future?






PART 4 CHAPTER 7: GOOD

SHOPPING

Buying What

CHAPTER 8: USING

You Need ADVERTISEMENTS

CHAPTER 9: USING

LABELS

You have often heard about good salesmanship. Now we are
going to move across to the other side of the store counter and
talk about good “buymanship.”

You need not ponder very long to see how important this is.
Your mother has only a certain amount of money to spend for
food. If she is a smart, careful buyer, you can eat meals that are
well balanced and appetizing. If she isn’t, you simply don’t eat
so well. You and she shop together, let’s say, for your clothing.
You know, at least roughly, how much you can spend. If you
shop wisely, you'll have suits and coats and shoes that you are
proud of. If not, you'll just have to worry along.

You see, this matter of buying is one where bluffing and
talking and spinning out elaborate theories simply make no
difference. Either you can buy competently or you can’t, and
the difference determines what you get for the dollars you've
worked so hard to earn. When a young consumer goes down to
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the market with his money in his pocket, that is his final
examination.

What we are trying to say is that there just isn’t any substitute
for genuine competency in shopping. You will have to acquire
most of that competence the hard way, that is, by years of
experience. But by studying this unit, you can avoid the deepest
pitfalls.

The first chapter in this unit will be on shopping. Then,
because in shopping you must depend on information about
goods, the next two chapters will deal with how to use labels
and advertisements.



Cé/(%@e 7.+ GOOD
SHOPPING

Learning by doing. You cannot learn to swim without get-
ting in the water. You cannot learn to shop without doing some
of it in the stores.

In order to get some practice along with theory, as you study
this unit, we suggest that you apply everything you learn here
to some onc commodity you are interested in buying quite
soon. It can be anything you wish. Select it now. If several of
your classmates select the same thing, or something similar to it,
perhaps you could form a small committee. It may even be that
your whole class can agree upon some one thing for study.

Whatever you select, follow through on it actively at each
stage in this unit. We will give you occasional suggestions. We
recommend that you take plenty of time for this practical
application.

When you think of all the things your parents have bought
for your home, or buy during any one year, you can easily see
that they could not become experts about each one. It’s no
wonder if they make an occasional mistake that they later
regret. And yet they do rather well most of the time, don’t they ?
And they generally seem to do it rather easily.

When your mother decides to buy even a rather expensive
article, like a table for the living room, it often seems that she
does it quickly and with little effort. How does she do it? Well,
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probably she has been thinking about it for a good while, talk-
ing to people about it, reading advertisements, and pricing
tables in various stores. All you see is the end product—
something beautiful and satisfying.

It’s hardly likely that she ever studied a big buyer’s guide,
with hundreds of articles listed alphabetically and described.
Such a book would have to be huge, and it would go out of
date quickly. Certainly we cannot spare space in this book to
describe in detail even a few products and tell you how to
buy them.

What your mother has learned—and you can swiftly learn—
is a general, systematic way of going about this whole business
of shopping. Let’s see what it will involve.

Shopping demands thinking and planning. To many peo-
ple shopping means walking the sidewalks from store to store
and looking at one thing after another until their nerves are
frayed out like the end of a rope and their feet are killing them.
Unfortunately, that cannot be avoided entirely, because finding
the right thing at the right price often calls for some hunting, but
is worth it. The process can be greatly speeded up by advance
planning, done while one is sitting comfortably at home.

Good Shoppers Know What They Want. Alert buyers who
start out with a well-organized list have a big advantage. Take
Mrs. Wilkins for example. She can develop it during the week.
She notices that she is almost out of pepper, and she jots down
a note to buy some. She decides she wants a beef roast for
Sunday, and makes a note of that. Then, just before she is ready
to start her shopping trip, she assembles her notes in orderly
form.

Frequently, Mrs. Wilkins also carries with her a little note-
book with lists of facts; for example, that sister wears a 32
slip and that dad takes a size 16 shirt with 35-inch sleeves. This
saves a great deal of confusion, the return of incorrect pur-
chases, etc.
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Good Shoppers Organize Their Trips. By looking at the ads,
good shoppers learn what is available here or there. If they are in
doubt whether Store A carries electric trains, they telephone in
advance, in order to avoid wasting time. Therefore, when they
start their actual shopping trip, they know pretty well where
they are going and in what order.

Ewing Galloway

With list in hand, this shopper is confident that she will not reach home
without that very essential bag of flour or pound of butter.

Good Shoppers Define Their Wants Clearly. This is most
important. When Therese, let’s say, goes downtown, she does
not merely think that she is going to buy a dress. She knows that
she wants a sports dress, that she prefers cotton, that she wants
a color that will go well with her coat, etc. She knows her size.
She has studied her budget and decided about what she can
pay. When she gets to the store, she still has some decisions to
make, in terms of what she finds there. But at least she does
not need to wander aimlessly all over town, wasting her time
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and that of salespeople, coming to decisions she should have
made before she started.

Clerks like Therese very much, and serve her well. For she
steps right up and lets them know what she wants. She asks
intelligently thought-out questions, too.

Sometimes this matter of deciding on the quality characteris-
tics you want is the hardest thing about shopping. Suppose that
you are going to buy a rifle. What do want it for—target shoot-
ing or hunting game? In one case you want very fine sights
above all else. In the other case you want coarser sights, but
perhaps greater power and speed in reloading.

You see, you do not really know what qualities to look for
until you have made up your mind about the use you will put
the thing to. Mrs. Johnson who prepares meals regularly may buy
fancy, nicely matched tomatoes for salads, but buy cheaper ones
for cooking purposes.

Oftentimes, two or more desirable qualities conflict with each
other. Mary likes sheer hose for certain occasions, but she also
likes hose to wear a long time because they are expensive. Sheer-
ness and durability do not tend to go together, and therefore
she must choose one or the other or make some compromise. In
cases like this it is especially necessary to have your mind made
up as to which quality you are going after.

Choosing the time. Timing is as important in buying as in
hitting a golf ball. It makes a tremendous difference whether you
shop at the height of the rush hour, when clerks must push you
along as fast as they can, or whether you shop when clerks are
free to help you as much as they can. In the latter case you can
take time to think. You are much likelier to get what you want;
and the whole process is infinitely less wearying and more
pleasant.

Rush hours come at different times in different stores and
communities. In many stores the hours before 10 oM. and from
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1 to 3 p.m. are the least rushed. The lunch hour and late after-
noon period may be busy because working people can get off to
shop then. The late morning hours are fairly busy because many
housewives first get the children off to school and do their
morning tasks before they go to market.

In shopping, the item desired, the time to shop for it, the place to buy
it, and the specifications of the item are factors to be considered.

The day of the week counts, too. Food stores are usually
busiest on Friday and Saturday. Laundries on Monday and
Tuesday. You can easily watch to see which are the best shop-
ping times in any case.

Furthermore, timing has an important bearing on price and
quality. The first melons of the season, brought long distances,
are very expensive and at the same time are not very good.
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Many foods similarly have seasons when quality is high and
price is low. Clothing and textiles are seasonal products also.
Many stores have “white-goods” sales in January, shoe sales in
July, fur sales in August, etc. Generally, the same garments
can be bought for much less at the end of the season than at
the beginning. Of course the selection is smaller, and the styles
may be out of date. One has to decide whether the saving of
money is worth these disadvantages. A fur coat bought in
August may be old-fashioned at the first snowfall in December.

Choosing the place. Many stores, such as the “independents,”
chain stores, “co-ops,” department stores, super markets, etc.,
stand ready to serve us. Where you shop can make a great dif-
ference in the quality you get and in the price you pay.

First of all you need to find the stores that handle the kinds of
goods you want. Partly this is a matter of general quality level
or price class. If you buy your suits in the $30 class, there is no
use in your going to the store that handles nothing cheaper
than $50.

Generally speaking, prices are higher where more services
are furnished. The credit-and-delivery grocer is usually forced
to charge your family more than the cash-and-carry grocer,
because he does more for them. Then it is up to them to decide
whether they like the more luxurious service well enough to
pay for it. It is pleasant to shop in the showy, rich-looking stores
where clerks are always ready to serve you. It is sometimes
pretty disagreeable to wait to be served in the less attractive type
of stores. But one often earns quite a bit of saving that way.

One important factor in choosing a store is reliability and
character. Shrewd, calculating merchants can make you think
for a while that they are helping you. But in the long run it
pays to deal only with ethical firms. This is particularly true
when you are buying long-lasting equipment. For example,
when you become a homeowner and want to buy an electric
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refrigerator, you will want to be sure that you can get prompt
service and repairs for it even ten years from then. It will be
no time to be dealing with fly-by-nights.

Besides, you must consider your social responsibility as a
consumer. Do you wish to encourage shyster practices by

Courtesy H. J. Heinz o.

The old village store was the scene of all kinds of activities in addition
to selling.

patronizing shysters? Don’t you prefer to cast your “economic
votes” for good businessmen by trading with-them? This last
consideration may also make you stop and think about the type
of organization that you wish to support. Do you have any
preference for dealing with local, independent merchants, with
chain stores, or with cooperatives? Should you try to buy near
home rather than drive to a near-by city to save a little?

Can you figure quantity and price? You say that you were
never good at figures, but you must be alert in regard to a few
calculations: 12 for a dollar is 8”3 cents a piece; 16 for a dollar
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is 614 cents a piece. Even a slightly more difficult mental arith-
metic process must be figured in comparing prices. However, if
one article costs 19 cents, three of them should not cost 62 cents
as advertised. You may buy 2 ounces of lotion at 18 cents or
614 ounces at 45 cents. Many cosmetics are cheaper when bought

Courtesy Marshall Field & Co.

Marshall Field and Company is a far cry from the village store. In spite
of its size it is efficiently operated and information booths and store
directories enable the shopper to find the desired item quickly and
easily.

in the small size as an introductory offer, while canned goods
generally are cheaper bought in large containers.

Shopping is fun. If you observe, read, and study before shop-
ping, if you are well informed, you will enjoy shopping. You
will like to talk to salespeople and to make friends with them.
If they have new information for you, you will be thankful for
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it, but if on the other hand you find it necessary to inform them,
you can do so politely and pleasantly.

Be courteous. If every buyer could be a salesclerk early in
his life, he would be more appreciative of the problems that the
salesclerk encounters. In many stores salespersons are trained
to handle all types of people. They will be considerate if you are.

Eourf.asy Eoopercnive News Service
This co-op store allows customers to examine and select groceries at
leisure.

Many people like to establish a friendly relationship with one
clerk in each store in which they shop. As the clerk becomes
familiar with the customer’s likes and dislikes, he can be a
great help.

It pays to cultivate good relations with the best clerks and
merchants. If you are always suspicious and grouchy, they may
not care to go out of their way to help you. But if you prove
yourself an honest, considerate person, interested and intelli-
gent about their goods, they are likely to help you all they can.
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And that is a great deal. Remember, compared to you, they are
experts at the things they scll. We often talk about how neces-
sary it is for salesmen to develop an attractive personality. Isn’t
it about time to recognize that we as buyers need to do the
same thing?

Handle and examine products carefully. You want to save
your time as well as the time of the salespeople. If you have
worked out a plan for shopping, you will have conserved your
time. You will not want to waste the time of the salesclerk by
silly questions, frivolous talk, or gossiping about your personal
interests and happenings. Look at the merchandise carefully,
get as much information as you can, and then make your deci-
sion quickly.

Examining goods to see whether they are what you want is
called “inspection.” It has its limits. You cannot very well
inspect the contents of a can of baked beans before you buy,
although you should read the label carefully. Nevertheless,
skillful inspection is very important in buying some goods.
For instance, in buying a dress or suit, one can tell a great deal
by inspecting the closeness of weave, the strength of the seams,
the matching of parts, etc. Fresh fruits and vegetables can be
judged very well by inspection. Consumers who know what to
look for can tell a great deal about the workmanship in a piece
of furniture.

To make inspection a valuable aid, one must know just what
to look for and then check item by item.

Summary

Shopping is a big job that takes an important part of the
time of some person in every household. It is important because
it determines how much we can get for our incomes. It should
be organized on a planned basis in order to save wear and tear
on nerves and shoe soles. Well-prepared shoppings lists help.
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And one should know rather precisely the qualities he wants,
before he starts.

Timing one’s buying and selecting good market places con-
tribute greatly to what one gets for his money. The actual
shopping should be a pleasant experience, carried on in a cour-
teous, considerate manner.

Questions for Discussion

1. What is meant by the timing of buying? What are some im-
portant factors to observe in it?

2. What is “inspection”? Why is it sometimes limited in useful-
)
ness!

3. How can a shopper get maximum helpfulness from those who
serve him?

4. What factors determine where one should shop?
5. How can one plan a shopping trip to save time and energy?
6. What is meant by “deciding upon quality characteristics”?

7. What are the most common rush hours in stores of various
kinds in your community?

8. What has a consumer’s sense of social responsibility to do with
where he buys?

Practical Applications

1. Watch shoppers at one or more stores. See what they do that
you think is good. Also see if they make what you think to be
mistakes. Do you see any habits or techniques you would like to
develop in yourself? Are there any you would prefer to avoid?

2. Talk over “shopping” with your mother or some member of
your family. Ask her how she buys, whether she reads advertise-
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ments, whether she favors certain stores and why, whether she
prefers a certain day or time of year for buying certain goods, etc.

3. What do you consider important in choosing a store to buy a
certain product? List the qualifications or services you desire in a
store. For example, note the following items: price, value, location,
services, such as delivery, wide variety, self-service, car parking,
informed salespeople, interesting displays, credit, installment, goods
on approval, adjustments, air conditioning, rest rooms, cleanliness,
etc. Score each factor (1) if it is of great importance, (2) if it deserves
some consideration, and (3) if it is not to be considered at all in
buying the product.

4. Prepare a list called “A Salesclerk Looks at the Customer.”
Record the things that you think customers do which annoy a sales-
person and which reflect a bad shopping attitude on the part of the
customer.

Problem

Let’s apply what you read in this chapter to the one commodity
you selected at the start.

1. What quality characteristics are most important in it? Do these
differ with different purposes to which you might put the article?
If you were going to buy it right now, what characteristics would
you especially try to get?

2. What are the best times of the day, week, or year to shop for
this article? When are those who sell it least rushed? If the prices
vary by the season, what is the best season? If quality varies with
the season, when is it at its best? Are therc any regular specials or
sales on it? If so, when do they come? Would it be a good idea to
wait for them?

3. At what different kinds of stores can this article be bought?
Do prices vary much from store to store ? Does the quality vary too?
What kinds of stores would help you most in getting a good selec-
tion?
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4. If you were setting out to buy the article right now, what ques-
tions should you be prepared to ask the clerk? What should you plan

to pay?

5. With respect to your article, how important is “inspection”?
Precisely what should you look for? Can you demonstrate to the
class how one should inspect this article before buying? If inspection
will not reveal enough about this article, how shall you get the added
information you nced?
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As you studied the buying of the commodity that you selected
in Chapter 7, you must have noticed that the greatest need of
shoppers is for accurate information which will enable them to
make wise choices. We all need to know what is offered on the
market, what it is good for, when we can get it, and how much
it costs. We need to learn about new inventions—perhaps about a
miracle sponge that we could clean the car with on Sundays,
or some novel ready-to-serve foods that we could offer to our
party guests. We want to hear about improvements in old
products, say, the latest development in electric toasters. We
need to learn about sales when unusual values are offered, for
example, is the store really going to sell its best coats in that
clearance sale?

Advertising is one of the sources of such information. That
is why we buyers need to learn to use it well. As a matter of
fact, everyone does depend on advertising a good deal. Your
family uses ads every day. By reading an ad, your mother learns
that her favorite department store sells frozen foods. Now she
can pick up a couple of cartons after her other shopping in the
store is finished. Your father learns that a branch bank has
opened near your home. He, too, saw an advertisement. And
you thumb through the advertisements to find out what movies

110
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are in town and which theater is showing the one you wish
to see.

Informative advertising. If advertisements are to be really
helpful, they must tell us about many things: new inventions,
latest styles, prices, quality, additional uses, places to purchase,
opportunities to save money, methods of payment, and services
of all kinds. Not all this information can be put into every ad,

ourtesy New York Central System

This large advertisement showing the various pleasures offered by
travel in New England appeared in Grand Central Station, New
York City.

because space is limited. Anyway, we do not always need so
many facts about common goods. Yet, to be really helpful to
shoppers, advertising altogether must give many facts, and the
facts must be stated honestly and accurately.

Ads are everywhere. It has been said, “All the world’s a
signboard,” and it is almost true.

Advertisements are found in the newspaper, in magazines,
in the mail that comes to your home, and on the radio. Then
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as you walk in a shopping district you see signs everywhere,
large ones and small ones, brilliant signs painted red and green
or flashed off and on by an electrical device.

Around your home you find a blotter with an ad on it.
Other common articles that tell about a product or services are
pencils, labels, cartons, match covers, and the like.

You glance upward and you see an airplane writing the

—]

N
iINFORMATIVE ADVERTISING EMOTIONAL ADVERTISING

In reading advertisements, do you look for facts, or do you allow the
appeal of the picture or copy to push you into an impractical pur-
chase?

brand name of some product in the sky. Advertising is pretty
nearly everywhere, isn’t it?

The advertising bill. It costs money to advertise. To place
ads everywhere means spending a deal of money. In 1946, Life,
the weekly magazine, received approximately a million dollars
for each issue from its advertisers. A colored page of advertising
in The Saturday Evening Post costs $12,000 while a page of
advertising in the Sunday edition of The New York Times costs
more than $3,000. Advertisers spend the largest sum for adver-
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pertinent facts about the item being advertised. In other words, it
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tising in newspapers. The next largest amount is spent on
direct mail (letters, small folders, etc., sent by mail). Radio and
magazine advertising cost the advertisers the third and fourth
largest amounts of their advertising budget.

Mass information. When the village tailor of yesteryear sold
his products to the other merchants and professional folks in the
neighborhood, he did not need to do much advertising, for his
fine seams and good fittings were quickly reported around town
and people came to him freely. But when the big, modern,
ready-made clothing factory located in New York wishes to
sell its latest styles to the families in the forty-eight states, it
must do many things to tell them about its products. It must
show its wares in the national fashion magazines, send out
catalogues far and wide, and advertise in a variety of ways.

The methods of getting information from producers and
sellers to their customers had to change because our economic
system had changed from the handicraft stage to the industrial
stage of mass production. As soon as we developed mass produc-
tion and mass distribution, we also had to develop a means of
giving mass information, and that means advertising.

Mass persuasion. Unfortunately, not all advertising is highly
informative, because the merchant does not use advertising
chiefly to inform you. He designs it to persuade you to buy.
While you are looking at an ad for information, the merchant
wants you to become thoroughly familiar with brand names,
slogans, and trade-marks. He wants you to think his product
is distinctively different and better than anything else for the
price on the market. In order to do this, his advertising has to
carry you through several steps.

Getting Your Attention. You see a magazine ad that pictures
kittens hanging on the wash line. You look at the ad a second
time. Something is moving in the jewelry-shop window as you
pass by. You stop and look, and you see a purple-covered turn-
table on which lies a gold-plated compact. You listen to the
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same program tomorrow because the hero of today’s serial loses
control of an airplane as the 15-minute program comes to an
end. Advertisers use color, action, comical devices, and many
other tricks to catch your attention.

Building Up Pleasant Associations. You like a certain movie
star, and when you see his or her picture in an ad, you think
a bit more kindly about the product the star is advertising.
While you are waiting for your favorite dance-band leader to
play his next number over the radio, you hear the persuasion
of the commercial in a fairly receptive mood, even though you
may be slightly provoked at the delay. The advertiser wants
you to be lulled into pleasant dreams.

Stressing Quality. We all want to think we are buying the
best. You like to say that your casuals are wearing forever, that
your shirt is just like new after dozens of washings, and that
you just finished eating a bar of candy that was the best ever.
The advertiser knows that adults are particularly interested in
quality, and he appeals to them by stressing such attributes as
strength, reliability, taste, perfect fit, comfort, and honesty of
production.

Emphasizing Economy. A penny sale (a second article for
another penny), dollar day (articles that sold for $1.25 or $1.15
are now a dollar—or was the original price 85 cents?), or a
new product introduced by coupling it with a well-known one
at only a slight increase in cost over the price of the established
product are all methods of appealing to our economy streak.

Sometimes advertisements tell you how to save such items as
electricity or leftover foods or how to repair clothes, but often
this can be accomplished only by buying an additional product.
Perhaps it is an economical move, but frequently the advertiser
will try to make you buy his product by the appeal to save
money even if it is not a money saver.

Stimulating Our Emotions. All of us have the emotion fear
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Courtesy Prudential Insurance Company of America

The attraction of this advertisement is an emotional one. You will stop
and read the copy because you are drawn to the page by the picture.
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—fear of bodily harm, fear of losing our loved ones, fear of
“getting fired.” Insurance companies urge us to buy policies
payable at the time of a fire, an accident, or death. Manufac-
turers of drugs warn us against colds, pneumonia, heart trouble,
and other diseases. This advertising can be helpful, because most
of us need to spend more money on protective things. Some
insurance protection is advisable; and we should take care of
our health. But the doctor can give us a prescription that will
be more beneficial than a patent medicine of a doubtful
character.

Other advertisements induce us to buy things we could very
well do without, such as vitamins (unless the doctor prescribes
them), reducing tablets, or hair restorers. A frightened person
can be made to do many things.

Making You Popular, Especially with the Opposite Sex. Do
you want a lot of dates? According to the advertisements, you
must use “Marvelous” shampoo and “Sweet” soap, eat “Crusty”
bread, drink “Chok” milk, and what not. No appeal is quite so
common as the “alluring one.” These ads seem to insist that if
you wear a certain tie, you will “send” your date, while a certain
nail polish will put your boy friend into a state of ecstasy. The
“before and after” pictures are typical of this type of ad used
by many producers and distributors.

Pushing You into Action. Finally you must be made to do
something, for example, “call your grocer now,” “send in the
box top today,” “mail a check immediately,” or “don’t delay.”
Many advertisements have coupons to be cut out and sent in with
the money, enabling you to place an order with very little effort.
You have been awakened, attracted, reasoned with, and fright-
ened by advertisements in order to make you buy, and finally,
you must be almost forced into doing something about the
purchase.

All these elements creep into advertising because the advertiser
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is trying to persuade you to buy his product. If advertising does
not bring in a good many customers, the businessman cannot
afford to keep on paying for it.

Using advertising as a medium of persuasion is perfectly all
right, as long as the seller does it himself and fairly. If you and
I were merchants, we would use advertising to promote sales,
too. But the fact remains that being pushed into action is not
always helpful to a consumer. In some cases it may be very bad
for him. Even if it does not make him buy products that are use-
less or harmful to him, it may still make him spend his money
for things he does not need as badly as he needs other things. For
instance, advertisements of alcoholic drinks may push a man
into wasting money his family needs for food.

And yet, as we said at the start, we cannot afford to ignore
the advertisements, because we need the information they
contain. Don’t the smartest shoppers you know “shop the ads”
regularly? Therefore a consumer must learn to do two things
at the same time:

1. Get the facts from the ads.
2. Be wary of misinformation and overemotional appeals.

Now let’s go on to see how we can do that.

Advertising as a buying guide. Make a collection of adver-
tisements about the product you chose to study in Chapter 7
or about some other product in which you are interested. Get
the ads from newspapers, magazines, leaflets, etc. You may
wish also to copy a few radio commercials. Bring your samples
to class. Perhaps you can make an interesting scrapbook of
them. Then put them through the following tests:

W hat Information Do These Advertisements Contain? Mark
in red on the advertisement each specific statement of fact.
What does the ad tell you about who made the goods, where
they are sold, what they are like, what they cost, how they can
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Courtesy Lichty and United Features Syndicate, Inc.

"Now don't expect too much of this toothpaste. About all it does is
clean the teeth!"
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be used, how they should be cared for, etc.? Assemble this
information into summary form.

Is the Information Correct and Accurate? Get the best infor-
mation you can about the product, from other sources. Home-
economics textbooks, science books, the reports of consumer
organizations and other research groups, etc., will help you.
Perhaps you can also discuss the product with adults in your
community who know about it. A garageman, for instance,
could give you advice on cars; a grocer could help you on foods.
Your parents and older friends know a good deal from experi-
ence. Match what the advertisements say against what others
say. Try to see whether there is anything inaccurate or dis-
honest in the ads.

How Much of the Advertisement Is Mere Trade Puff?
Legally, sellers are permitted to “puff” their goods, so long as
they do not actually misrepresent the facts. This is ethical, so
far as the merchant is concerned. But it is not helpful to the
consumer. When the merchant says that his stuff is noblest
of them all, or simply superb, you do not know any more than
you did before. To get at the real facts, you must brush aside
such puffery.

How Is the Seller Secking to Appeal to You? Is he playing
on your emotions, your fears, or your desire for popularity?
How does he do it? Are his appeals to your desire for economy
genuine? Look at, not merely one ad, but the entire advertising
campaign of some producer or seller. What theme does he keep
hammering on? Is he scaring you? What pleasant associations
is he trying to build up in your mind?

If you understand just how the advertiser is trying to manipu-
late you, you can offset his every move, just as a good checker
player sees what his opponent is trying to do and keeps him
from it.
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What Information Is Not Given That You Should Like to
Haye? List the facts that would make the advertisements as
informative as you would like to see them. Could all these facts
be given in one advertisement? in a series of ads? Would most
of us pay attention to them? Is the seller forced to exaggerate
and puff his goods to get buyers to notice them?

Discuss in class what you have found, and listen to the
reports of others. Perhaps you should make an exhibit before
you do so. You could prepare a three-column chart to show
how much space in an ad is devoted to facts, trade puffs, and
attention-getting devices. Try to form some conclusions about
how much help you can get from advertising, as well as how
to avoid being “taken for a ride” by it.

The advertising of tomorrow. If you have not been satis-
fied with the advertising you find today, you may wonder
whether it will be better or worse next year. Many people are
working hard to improve the quality of advertising.

Businessmen, operating chiefly through various advertising
clubs and the Better Business Bureaus, do a great deal to clean
up their own practices. Good businessmen are hurt financially
when a crooked competitor lures unwary customers away from
them. Therefore they contribute funds to support a Better
Business Bureau, and they use their influence to keep all adver-
tisers in bounds. If there is a Better Business Bureau in your
locality you ought to become acquainted with its work.

The government supervises advertising to a considerable
degree, for example, the Federal Trade Commission keeps a
constant check on advertising in newspapers and magazines and
on the radio. It investigates doubtful items and prosecutes of-
fenders. Any businessman who feels that his competitors are
using unfair practices can make a complaint. A customer who
has been victimized also can make a complaint. The Commis-
sion has power to stop any bad advertising with a cease and
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desist order. Under special laws the Federal Trade Commission
has direct supervision over the labeling and advertising of foods,
drugs, and cosmetics, wool products, and some others.

The United States Post Office Department checks on false
advertising that goes through the mails. It can deny the use of
the mail to fraudulent operators, and it can also have them
prosecuted and sent to prison. The Securities and Exchange
Commission supervises the advertising of stocks and bonds.
Thus, through a number of laws and agencies, the Federal gov-
ernment does a good deal to clean up advertising. Some states
and cities also take positive action along these lines.

As consumers we can do most of all to improve advertising.
We can do it by simply ignoring businessmen who advertise dis-
honestly and giving our trade to those who supply factual infor-
mation. Up to now we have not done this very well. We have
often made it more profitable to advertise sensationally, and
this puts pressure on even the most honest sellers. If consumers
will learn to demand informative advertising, we shall soon
have a great deal more of it.

Summary

Adpvertising is essential in our kind of economic organiza-
tion. It is essential to producers and merchants so that they can
sell more goods. It is essential to consumers because they need
the information it can give them. Because merchants use adver-
tising mainly as a way of persuading us to buy, advertisements
are not always as informative as we would like to have them.

A shopper needs to learn to get facts from advertising, and
at the same time to keep from being influenced too much by
overemotional appeals.

Advertising can be made better in the future. Honest busi-
nessmen are working to improve it. Government contributes
quite a bit by regulation. But we can do most of all to bring
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about improvements in advertising by giving our trade to
people who advertise honestly and helpfully.

Questions for Discussion

1. What difference does it make in practice whether advertising
is thought of as a medium of information or a medium of persua-
sion? Do you think it should be both?

2. Can you show that advertising is a necessity for both producers
and sellers and consumers? In what ways do their needs for it differ?

3. Why do advertisers sometimes appcal to our emotions rather
than to our intelligence?

4. What organizations can hinder or prevent the dishonest use of
advertising?

5. What can you as a buyer do to assist in the improvement of
advertising?

6. Why is advertising more of a necessity nowadays than it was
50 or 100 years ago?

Practical Applications

1. Bring to class evidence of how much you are “advertised at.”
How many forms of advertising can you find in your community?
How do you think all this advertising affects your buying?

2. Find out what one or more adults whom you think to be smart
shoppers do about advertising. Learn whcther they ignore it or
purposely consult it. Also learn what they do to keep from being
deceived or unduly influenced by it.

3. Observe the details of any advertising campaign about a product
in which you are intercsted. A good way to present the details is in
the form of a small notebook or project. Collect ads from the usual
media, and then see if you can find how the slogans, pictures, and
testimonials are carried out in the more unexpected places. You may
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find a breakfast-food slogan on the carton, in a carton, on a free toy,
and on the radio. You will have to copy the ad from a neon display
as well as the ones on the radio.

What facts, attention-getting devices and trade puffs were similar
in all the ads? Which were different? Which media tried to make
you buy immediately while others only reminded you of the brand
name or a specific quality ?

4. Perhaps you or your family have bought an article recently
because an advertisement influenced you. Were you satisfied with
the article? Acting for your family or for yourself, tell or write the
advertiser your opinion of the advertisement.

Problem

You have been looking at a good many ads now, and have been
thinking about what they should be like. Can you now draw up a
set of specifications that advertisements should meet in order to be
good ones for both the producer and the consumer?

Can you go one step further and actually produce a good ad to
illustrate what you mean? Remember, it must be informative; it
must tell the prospective buyer as much as possible. And it must
also have sales pull.
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We have been seeing how much shoppers need information
before they can make good choices when they buy. Advertising
is an important source of good information, which you get
before you actually go shopping. When you arrive at the store
and are looking at the goods, there are two more sources of
information: one source is the salesclerk, who may be able to
answer your questions and give you advice; the other is the label
or tag on the article.

Labels

A label is not only the attractive paper around a can of peaches
but it is also the tag on your new shirt, the seal pasted on the toe
of recently purchased socks, the carton that holds the bottle or jar,
or the cellophane folder protecting a semiperishable article.
Labels are of a great variety.

Some labels, like some advertisements, do not tell very much.
The label may have a beautiful, striking picture to catch our
attention. The brand name may be played up in a prominent
way, and a few vague trade puffs may be added in an effort
to make the article seem to be wonderful. You have undoubt-
edly seen many examples of such labels. They may be useful
to the producer because they help sell the product but they are
not useful to the buyer.

In fact, we can go further and say that smart shoppers are
suspicious of such vague, trade-puffing labels. If a manufacturer
makes a really good shirt, he is likely to wish to give you the

126
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facts that prove it is good. If he chooses not to put the facts on
the label, shouldn’t we wonder whether he is trying to hide
something ?

In this chapter we shall not bother with those vague, flowing
labels that don’t really tell a buyer much. Our purpose is to
learn to look for good, informa- .
tive labels and #se them. These
are of three basic types: descrip- 2
tive labels, grade labels, and cer-
tification labels. Some labels car-
ry a combination of two types.

Descriptive labels. Labels
that give quite a bit of informa-
tion often tell these facts:

1. What the product will do.
(Performance)

2. What it is made of. (Com-
position)

3. How it is made. (Con-

struction) ié, 2. -

4. How to care for it. (Con- The label is an accurate source of

servation) information. This label indicates,
5. Recommended uses. (Utili- among other things, that the
ty) dress is color fast—an impor-

6. Name of manufacturer or  tant factor to the young lady
distributor and his address. about to make a purchase.

Some groups advocate a label that describes the goods in de-
tail. In describing a shirt, the label may say that the shirt is
made of strong cotton broadcloth, with finished thread count
of 140 by 60, full cut for comfort, fast to washing, and San-
forized, with a residual fabric shrinkage of less than 1 per cent.
It will ask you to launder it in the normal manner for cotton
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goods, avoiding strong soaps, alkalis, bleaches, and to press it
with a not-too-hot iron.

A descriptive label does not compare one article to another,
or rank them as “Good,” “Better,” “Best.” It simply describes
each article and allows the consumer to do the comparing.

To make a good descriptive label, the manufacturer must first
decide what characteristics of his product are most important.
Then a way must be found of describing each characteristic pre-

Poely Fat o1k the 95
feis) 449k e Bunt

Courtesy Francis H. Leggett and Company
This is a descriptive label listing the size of the peas, the size of the

can, the maturity of the peas, the number of persons that the con-
tents of the can will serve. All this information is helpful to the buyer.

cisely, in a word or phrase that the buyer will understand. For
instance, the most important quality of canned peas is their
tenderncss; therefore the canner labels them “Very Young,”
“Young,” or “Nearly Mature.” Other details that show the
variety of peas, their size, the seasoning used, etc., must be
added. Directions for cooking and serving supply inspiration
to the unimaginative, and thus are often included.

Grade labels. Other people prefer the grade label of the
United States government or a grade by private business con-
cerns. A grade label is one which does not describe details but
which simply gives an over-all rating, Grade labeling may be
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by letter or number or by some word. Canned goods may be
Grades A, B, C, and “Substandard.” The words “Fancy,”
“Choice,” and “Standard” correspond to the letters and mean
the same thing. Cheese is graded 1, 2, and 3. Butter is scored,
a score of 93 being top grade.

Courtesy North C tate Board of Health
In certain states, restaurants are graded and labeled. The prospective
diner can be assured of a good dinner prepared in a clean kitchen

when the label reads A" as it does in this photograph.

Several kinds of meat are graded. Beef, for instance, was tra-
ditionally divided into “Prime,” “Choice,” “Good,” and several
lower grades, generally not sold directly to shoppers. During
the war, when the government required grading of all beef, the
designations AA, A, and B became established.

The prefix “U. S.” accompanying any grade statement may
be used only on merchandise that has been packed under the
continuous inspection of the United States Department of Agri-
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culture. This is a service that the packer can secure upon appli-
cation, by paying a fee. The grade designations without the
letters “U. S.” are by firms that do not employ continuous in-
spection.

You see, the essential difference between grade labels and
descriptive labels is that grade labels give one summary judg-
ment while descriptive labels list the details. Grade labels rank
an article as “Good,” “Better,” “Best,” while descriptive labels

‘Cour;esy Bercut Richards l‘;acklng Co.
This is a grade label. The buyer sees the large A" on the can and is
assured that this is a very fine tomato juice. However, he cannot
read a description of the juice because the label does not carry one.

make no comparison. There is considerable argument about
which is more helpful to the buyer. It is often argued that grade
labels are easier to read quickly. But people on the other side
point out that descriptive labels give consumers the facts and
let them make up their own minds.

Mainly the argument is over the labeling of canned foods.
For no one thinks that grade labels could be applied to com-
plicated things like automobiles or radios. And on the other
hand no one seems to object to the grading of products like
eggs and butter.

Combination of grade and descriptive labels. The United
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States Inspected Foods Educational Service advocates a combi-
nation of grade and description. This is, of course, quite possible
for certain goods.

MISSION PEAK
LIGHT SWEET CHERRIES

)

‘(;ou?y uckl & Co., Inc.
A combination of descriptive and grade labels is highly desirable.
Note the grade and the description on this label.

SWEET PE

Courtesy D. E. Winebrenner Co.

Another example of a combination label is shown above. Note the
term "U. S. Grade" which indicates that the can has been packed
under the supervision of the United States Department of Agri-

culture.

Certification label. This type of label states that some group
has “approved,” “guaranteed,” “tested,” or “certified” the
article. This statement is generally in the form of a seal, as
shown in the accompanying examples.



132 Buying What You Need

This sort of label can have great advantages for buyers in
connection with certain kinds of goods. For instance, if the
manufacturer of a gas stove told your family every fact about
how a stove was made, the materials used, etc., they still would
have little basis for a good judgment. They simply do not know
enough about gas stoves to use the facts well. But if they see
the blue star of the American Gas Association on the stove, they
know that it has been tested and found to be safe and efficient.
They can buy with confidence.

NOMO(ZENIZED

']EVAPORATED

HOMOGENIZED

EVAPORATED

G e

i

" VTAMIN B TNCREASED 70 400 UNITS

VIYAMIN D mmsmn T0 400 UNITS
; AR KAONSTITVIED QUARY WITH SURR CHYSIALUNE VITSMEN.

D QUART WTH PURK CRTSMILINE VTSN &

Courtesy Pet Milk Company

The two seals at the upper left of this label indicate that the content

of the can has been approved by the Wisconsin Alumni Research

Foundation and by the American Medical Association. This is an
example of a certification label.

Similarly the Underwriters Laboratories test electrical appli-
ances to see that they are free from shock hazards and are well
constructed. The American Dental Association tests tooth
pastes and powders. The American Medical Association tests
certain health products.

Some of the most important certification labels are under
government supervision. When you see “U.S.P.” or “N.F.” on
a bottle of medicine, this means that the preparation meets
standards set up under the Food and Drug Administration’s
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program by the United States Pharmacopoeia or the National
Formulary.

There are also private testing companies that check on the
quality of goods and grant the use of a seal to good ones.

Such seals are a great convenience and a good guide to shop-
pers if shoppers know what they mean and if the certifications
are reliable. Almost anyone can put words like “certified” or
“approved” on his product. Dummy testing organizations with
fine-sounding names can be set up in order to get some product
an imposing seal of approval. Every consumer should learn the
significance of a few really meaningful certification programs
and ignore most of the rest.

Setting Standards

What we have just been saying puts the spotlight on one of
the big problems in labeling (and in advertising, too). Whether
we use a descriptive label, a grade label, or a certification, it
means almost nothing until the words used are defined exactly.

Let’s take a simple example: You sce a can of peas labeled
“Young.” You think, “Fine, I like very tender peas. I'll take
that.” But when you open the peas, you find them only fairly
tender. Why? Because “Young” is the official designation for
the middle stage of maturity. The peas you wanted are labeled
“Very Young.” It is up to you to know that. A label cannot carry
a great many words; each one must carry an exact meaning that
all parties understand.

Similarly, a grade or a certification does not mean much until
there is general agreement on what each grade means or what
tests an article must pass before it will be certified. This means
that definite standards must be set for each kind of goods and
that each term used must have a carefully defined meaning.

A standard is simply a means of measuring. Some measure-
ments have been standardized for a long time; for instance,
everyone knows the meaning of inch, quart, pound, etc. Not
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everyone is so sure of such measurements as No. 1 can. Some
standards are measures of quantity; others are measures of
quality. Measures of size and quantity are relatively easy to
standardize.

To measure quantity or size. When you are hungry after
school and rush to buy a bag of potato chips at the near-by deli-
catessen, you probably judge the quantity of the food by the
size of the cellophane bag. It would be better if you stopped a
minute to read the printing on the bag or box and find out the
exact quantity. If all the gang wanted potato chips, pooling
your finances and buying a larger box might give you more food
for the money.

Years and years ago, measurements were set up for the use of
the businessman and the consumer. Down through the ages,
man has set standards of quantity for his use. He has needed to
know the exact length of a yard, the weight of an ounce, and
the time of day. These and many other measurements are taken
for granted because they have been with us for such a long time.

In addition to such units of measurement as the bushel, pint,
or dozen, we need other measurements, or at least more accu-
rate ones, for standardizing many products. The size 16 dress
varies from manufacturer to manufacturer. Asking for a can
of tomatoes may mean a score of different-sized cans for your
consideration. In recent years, beds have been standardized as to
size and with this standardization came regulations as to the
size of sheets and blankets.

To measure quality. Potato chips have quality too. You want
them crisp, with sufficient salt, and with a taste that is just right.
Describing quality is difficult. If, for instance, you are talking
about a can of peaches, you will try to state the exact shade of
their color, choosing the many intensities of yellows and reds.
You will need to state the thickness of the juice and the texture
of the pulp. You will want to say how sweet, how flavorful,
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and how delicious they are, and the degrees of these qualities
are very hard to measure.

Years ago when the sewing, and even some of the weaving,
was done in the home, the quality of the cotton or wool dress
was well known. Today an examination will give you some of
the qualities, but only laboratory tests can determine how strong
the material is, how many hours in the sun it will stand before
fading, and if perspiration will weaken its fibers.

MEAT is graded on request by the Meat Grading Service of the U. 8. Department of Agriculture. The

stamps are put on the meat with a harmless purple coloring. Below are the stamps of the four principal
grades as they appear on beef, veal, lamb, and mutton.

U.S.
CHOICE

U.S.
CHOICE

CHOICE

U.S.
GOOD
U.S.
GCBBD

U.S.
COMRCL

U.S.
COMRCL

COMMERCIAL

u.S.
UTILITY
U.S.
UTJ,L;J,T,,Y

*Fairly gbod quali-
ty, very satisfactory
for pot roast, stew,
and otfles inexpenave
dishes.

*High quality, *Good
threaded with fat.
Very good for steaks
and roasts.

quality for
all uses. A httle fat
auzed with the lean.

¢ These uses apply to beef only.

x U.S. MEAT GRADE STAMPS «

Courtesy U. S. Department of Agriculture

Measurements of quantity and quality. Every one of us is
constantly measuring quantity and quality, but we are especially
interested in the measurements made by government, science,
and industry, which have measures of sufficient accuracy and
authority to set up standards to print labels.

By Government. Several agencies set up standards. As a help
to the buyer, the Food and Drug Administration supplies a
reasonable definition, standard of identity, reasonable standard
of quality, and fill of container.
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- For preserves and jam, by way of illustration, 45 per cent of
the quantity must be fruit, while 55 per cent is sugar or some
form of it, such as sirup or honey. It may also contain spice,
something to make up for the natural acidity of the fruit or for
the lack of pectin, or something to serve as a preservative. The
Food and Drug Administration does this for milk, cheese,
canned peas, eggs, and thousands of other food products.

The Bureau of Animal Industry sets standards of meat. It
generally has two stamps. One shows that the meat was federally
inspected and passed as a wholesome food while the other one
indicates that the meat was federally graded. Besides meat, the
United States Department of Agriculture grades poultry,
eggs, butter, processed and fresh fruits and vegetables, and
other products.

The National Bureau of Standards has set many standards.
The ones that have been especially helpful through the years
have been the standards of length, mass, and time. It has been
useful in its division of simplified practices, as for example,
trying to reduce the number of tin cans.

Before the government purchases anything for its own use,
the National Bureau of Standards sets measurements for the
product to be used. Then the contract for the manufacture
of the product is given to the concern that furnishes the article
to the government at the lowest price. Because of this method
of buying, the government has set up thousands of standards
that may be obtained from the Superintendent of Documents.
Some firms have been willing to obtain these specifications from
the government and to make the product, which, if it satisfies
the government, ought to please us as buyers. If willing-to-
certify manufacturers do this, they will wish to tell their cus-
tomers on the label of the goods that they are making the
product according to government specifications.

The Federal Trade Commission, too, has organized trade
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conferences and adopted definitions and practices for the trade.
In the fur industry, the rabbit must be called rabbit and not
Beaverette or Sealine. If the manufacturer fails to conform, he
will be given a cease and desist order.

By Industry and Science. Without the help of the government,
some concerns or groups of concerns have set their own stand-
ards and prepared their own labels.

Of the many trade associations, The American Gas Associa-
tion has been one of the most successful. The manufacturer
sends his product to the laboratories of the association, and if
it passes the tests for safety, durability, and efficiency a seal of
approval is placed on the gas-operated appliance.

A standard is a measuring stick; a grade is a means of identi-
fying the standard; a label gives the information to the reader
about the grade and standard.

Using Labels as a Guide to Buying

We have been talking about the kinds of labels and the way
labels are developed. Now let us see what you can and should
do to make informative labels a useful tool when you are shop-
ping.

Read labels carefully. Read the label of the product you
are planning to buy very carefully. It will generally tell you
more than the clerk who is serving you. Read for exact details.
If it is important for those who write the label to use words with
precision, it is important for you to read them with the same
precision.

To do this, you need to know what a considerable number of
trade terms mean. If you use the term “sanforized” on a pair of
slacks or on a slip cover for furniture, do you know its signifi-
cance? Do you know how “showerproof” on rainwear differs
from “waterproof”? If you see a piece of beef labeled “U.S.
Good,” do you know how good it is?
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Save the labels from such things as clothes and the family’s
household appliances. They can be filed in a partitioned folder,
a scrapbook, or even an old box fixed for that purpose. You
may wish to refer to the file when washing a dress or pull-
over for the first time, for an informative label may tell you to
soak the fabric in salt water.

Buy goods with satisfactory labels. If you occasionally
check on this file of labels, then you can repeat the purchase of
satisfactory goods. Ask for the products by the information on
the label. Tell the salesclerks that you are pleased with the label-
ing service which their store gives. Occasionally you may wish to
write a letter to a manager or the president of a firm to show
that you purchase goods at his store because his labels have been
very helpful.

Only a demand for better and more labels will produce more
and better labels on the market.

Urge others to insist on better labeling. Although your
efforts to use and appreciate good labels will help labeling in
general, only if your family, friends, and consumer groups do
the same, so that the number interested becomes larger, will the
producers and distributors heed the call to help the buyer
identify the merchandise in this manner.

Summary

Shoppers need adequate, reliable information in order to
make wise choices in buying. One source of such information
is labels.

Labels on consumer goods vary in size, shape, color, and in
value to the buyer. Helpful, informative labels are of three basic
types: descriptive, grade, and certification. A good descriptive
label tells what the product will do, what it is made of, how
it is made, its uses, the care it should get, and the name of the
manufacturer or distributor and his address. Grade labels give
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the buyer a quick, summary judgment of a product. They are
ordinarily used for nondurable goods, such as foods—eggs, but-
ter, and canned goods. Certification labels are generally in the
form of a seal stating that some group has placed its stamp of
approval on the product. Certification labels are a convenience
and a good guide if the shopper knows what the certification
means and if the certification is reliable.

For labels to be a useful tool in shopping they must be read
carefully and should be saved for future reference. Labels will
become more general and reliable as shoppers request producers
and distributors to place good labels on their merchandise, par-
ticularly labels based on established standards.

Questions for Discussion

1. What are the chief differences between a grade label and a
descriptive label? Which do you think will help you more?

2. Why is it important to have as many goods as possible informa-
tively labeled?

3. What is meant by a standard? Give examples of standards you
regularly use in your everyday life.

4. Why are standards of quality so much harder to set than
standards of quantity?

5. Why must standards be developed before good labels can be
written?

6. What is meant by a certification label? What common examples
can you think of ?

Practical Applications

1. Pick one commodity in which you are interested, perhaps the
same one you used in Chapters 7 and 8. Assemble a collection of
labels and tags found on this commodity. Organize them into an
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exhibit, perhaps mounting them on a large sheet of cardboard.
Analyze what each label or tag tells you. Classify them as to their
informativeness. If possible, find examples of certifications, grade
labeling, and descriptive labels. All of these will not be available
for every product.

Be prepared to demonstrate to the class how to use labels in shop-
ping for this article. Show them which terms are important and
what each term means. If there are some words that are tricky or
meaningless, warn the class about these.

2. If each member of the class makes such a report, perhaps the
class as a whole can assemble a short “Dictionary of Trade Terms
That Every Shopper Should Know.” It could be mimeographed
and made available to all members for future use.

3. Find out from older members of your family or your adult
friends how much they depend on labels and the kinds of labels
they prefer, Are they satisfied with the labels they find? If not, what
improvements would they like to sec? Do they save labels for future
reference? Do they prefer to buy by grade or by description? What
do they think the government should do about labeling?

4. Make a collection of certifications, seals of approval, etc. Try to
determine which are worthy of the attention of consumers and
which are merely an elaborate form of trade puffing.

5. Tell some unhappy experience that you or a member of your
family or a friend may have had because of excessive shrinkage of
clothes, poor quality of food, faulty electrical equipment, etc. Explain
how the experience might have bcen avoided if the customer had
bought a product which was similar but which contained a helpful

label.

6. Select a small committee to write to the following concerns to
obtain information on labels as well as illustrations of good descrip-
tive, informative, and grade labels.

a. U. S. Inspected Foods Educational Service
745 Fifth Avenue
New York, New York
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5. National Consumer-Retailer Council, Inc.
8 West Fortieth Street
New York, New York

¢. “A Guide to Informative Grade Labeling”
The Great Atlantic and Pacific Tea Co.
370 Lexington Avenue
New York, New York

d. Merchandise Research Laboratories
Philadelphia, Pennsylvania

e. National Canners Association
1725 H Street, N.W.
Washington, D. C.

Problem

You have now studied the process of getting information about
goods, of comparing values, and of making your decision. Can you
write down a set of specifications for a sheet called “The Shopping
Habits Every Consumer Should Have”? Show clearly the whole
picture of the procedures one must follow in getting the facts and
making his choice.

Perhaps you will also wish to attach a list called “Things to Avoid,
in Order to Be a Good Shopper.”






CHAPTER 10: SCHEMES

PART 5

THAT CHEAT YOU

o
Protections CHAPTER 11: PROTECTION
BY GOVERNMENT AGENCIES
For
CHAPTER 12: PROTECTION
Consumers BY PRIVATE AGENCIES

Most of the established businessmen who sell to us are fair and
honest in their dealings. But there is always a shady fringe of
racketeers, swindlers, and quacks for you to guard against. A
few of them flourish for a while on bold, clever schemes; many
of them grub out a cheap sort of living preying on decent be-
lieving people with old, worn-out tricks that rcally should not
fool anyone over the age of ten.

Sometimes, as in the case of the young men who are forever
“working their way through college” by selling magazines but
forgetting to deliver them, their cheating tricks cost us only a
dollar or two. Sometimes, as when confidence men unload
beautifully engraved, worthless stocks, they get some family’s
— possibly your neighbor’s — whole life savings. Altogether the
money losses pile up into the billions every year.

But not all of the damage they do is to our finance. There

145
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are men who sink so low that they are willing to trade upon
the desperation of sick people. They will sell “medicines” that
are worthless or even harmful. By bragging about their “cures”
they delay many from seeking real medical care until it is too
late. The procession of these fake cures and frauds is never-
ending. As one is exposed, another pops up to take its place.

There is no real reason for you as intelligent, careful per-
sons to be taken in by such schemes now or in the future. You
can avoid them by using good sense and following a few simple
rules. And you can get help against them from many kinds of
organizations. Let us look briefly at a few typical kinds of
fraudulent dealings, and then sce how to get protection against
them.
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THAT CHEAT YOU

The Federal Trade Commission recently estimated that we lose
annually about 3 billion dollars through fraudulent advertising.
It is also estimated that there are at least one thousand news-
papers and magazine advertisers of fraudulent schemes operat-
ing in the United States. It is unfortunate that while many news-
papers and magazines take great pains to print only honest ad-
vertisements, many others are willing to print certain ones with-
out any regard for the truth or falsity of the statements made
or the harmful effects upon you and others. They do this be-
cause these advertisers will pay the rates set by the publisher.

Beware of swindlers! Swindlers are often brilliant people.
They find opportunities in almost every line of business to pro-
mote fraudulent schemes. Part of the swindler’s method is to
make his game look so much like legitimate business that the
fraud will not be discovered until it is too late.

To counteract the swindler, you must be alert and informed.
Frauds would not persist for long if there were not so many of
us who are willing to believe anything we are told. Such people
become the “easy marks” of the unscrupulous promoters. If they
would take time to analyze the proposition offered them, they
would see the deception in it and be able to avoid it. However,
instead of thinking, they let their emotions control their actions.

145
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They are usually looking for something for nothing and realize
too late that they are getting nothing for something.

It would take a huge volume to describe all the present-day
schemes, for the variations are endless. In the consumer credit
ficld alone, the loan sharks have over a hundred schemes to ex-

40.72

The old, the young, and the middle aged are all susceptible to this type
of advertising. Save yourself time, money, and sorrow by investi-
gating the reliability of such ads before taking action.

tract high rates of interest from their victims. Yet many of the
new tricks are really based upon old ones. And they tend to
follow certain general “patterns” that are not too hard to spot.
Let’s look at a few examples.

“Earn Money in Your Spare Time.” Have you ever seen an

ad like this?
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Women-Men. Earn $45 weekly addressing cards at home in
spare time; experience unnecessary; easy, steady work. Write
immediately.

If you answered this advertisement, you might receive a form
letter stating that you could earn the money by operating a
clipping bureau in your home. You would be asked to send $1
for the “particulars” that would aid you in your work. If you
sent the dollar, you might receive about 10 printed cards which
you would be asked to mail to people who have recently been
in the news telling them that you have a newspaper item in
which they will be interested. You would have to clip personal
items, such as weddings, births, and anniversaries, from several
newspapers. The card states that the newspaper item will be
sent upon receipt of a small fee, ranging from 25 to 50 cents.

You can then see that if you convince a few people each day
that they must have your newspaper clipping about them, you
may earn a few dollars a week, but only by means of much
trouble. The advertiser has received your dollar and he is no
longer interested in you.

Chances to earn money in spare time take many other forms.
Men and women are invited to spend money for materials to be
worked into lamp shades, rugs, towels, and other articles. When
connected with legitimate concerns, some people do earn extra
money sewing at home. But before you enter into any such
project, make sure that behind it there is not an unscrupulous
promoter of a homework scheme to sell a plan, pattern, outfit,
or material for which he demands payment in advance.

The Education Racket. Another scheme which nets its pro-
moters millions of dollars are schools which claim to get you
sure entry into highly paid jobs. For instance, one type of such
a school gives you the impression that it is a civil service school
which has “connections” with the government. In the case of
Will, for example, who has just finished high school and is
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anxious to pass the necessary examinations, these schools in-
form him, and hundreds of others like him, that he must pay a
certain sum as a bond required by the government; that he must
take this course in order to obtain a government job; that he
will receive a government appointment as soon as he has com-
pleted the course; that the cost of the course must be paid in
advance.

The United States Civil Service Commission has been fight-
ing this racket and says that no civil service school has any
connection with any branch of the government; no agents of
the Commission solicit applications or sell civil service courses;
it is not necessary to take any course to compete in any examina-
tions; no school can guarantee government employment.

You will also find schools that promise to whirl you miracu-
lously into positions as radio announcers, beauty experts, and
accountants, or into highly paid work in almost every known
field of occupation. Their salesmen will call upon you about
the time you graduate from high school. They will make you
exciting “special offers” that are always going to close tomorrow
evening. They will push you hard for a quick decision. Once
you sign up, they insist on a tuition fee for the entire course of
lessons in advance. In addition, you are generally forced to buy
a high-priced set of books or drawing or musical instruments.

After spending a good sum of money (many of the cor-
respondence courses run into hundreds of dollars), you will
find that your homework is corrected unfairly. Many students
do not complete their assignments because it is difficult to work
by themselves with little instruction and no encouragement.
Then later the job that was promised does not materialize, even
though you have doggedly completed the courses.

To be sure, there are excellent private correspondence schools
and trade schools. Most universities have accredited correspond-
ence courses, which are handled by the professors, given per-
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sonal attention, and afforded the usual college credit. The fee,
too, is much less than the ones advertised in pulp magazines and
tabloid newspapers.

Talent Racket. The movie industry and the various artistic
fields furnish a fertile field for the wily promoter who is out to

Courtesy Motion Picture Association

The above scene from a Hollywood movie shows the large number of
extras used in mob scenes. Most Hollywood hopefuls end up as
extras or at best as bit players, seldom as stars. Don't fall for the
talent racket.

get you. Here is an advertisement that appeared in a magazine
popular among high school pupils:
Send for free copy of booklet revealing Secrets of Successful
Song Writing, free Rhyming Dictionary, and market informa-
tion. If you write poems or melodies and wish to make money
in moving-picture writing, send for our offer today. MM

Publishers.

If you followed up this advertisement, you would probably
receive a 15- or 25-cent booklet for the price of a dollar. If you
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sent in your poems or songs, you would be told that before you
could become famous, you would be required to pay $25 to
cover the copyright and printing preliminaries; or you might
be told that your poem needed slight revisions to make it adapt-
able for movieland, again at an additional fee.

Your chances of becoming a movie star, celebrated musician,
or talented popular opera star by paying a few dollars here and
there are slim. The promoter of the scheme who gets $5 here
and $20 there is the one who really benefits.

The Health Racket. Although the Food and Drug Adminis-
tration and other agencies are constantly on the alert trying to
get our nation better food and medical care, millions of people
— sometimes ourselves included — are looking for a quick and
easy method of getting better health. You have seen the adver-
tisements which promise to cure arthritis if you will buy a cer-
tain’ medicine; and you have heard the commercials on the air
which insist that so-and-so’s nosedrops will cure your cold.

We all know that good health comes from eating simple,
nourishing meals, getting to bed on time, not worrying, and
joining freely in outdoor sports and relaxation. Good health is
not contained in magic pills and bottles, especially when they
are not prescribed by a physician. When we are really ill, it is
just common sense to use the expert assistance of a reliable
doctor, not the expensive nostrums or secret mixtures of some
quack.

Along with fine health we all like to cultivate good appear-
ance and attractiveness. Haven’t you seen people so eager to
achieve these assets that they will grasp at any straw? This
makes them perfect prospects for the advertiser.

Think, for instance, about mouthwashes as an aid to attrac-
tiveness. These are among the most useless of all products, ex-
cept as a pleasant means of getting a fresh taste in one’s mouth.
If they are strong enough to destroy germs, as the advertise-
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ments tell us, they will also destroy delicate tissues of the mouth.
As we are consuming food at frequent intervals, which adds
fresh bacteria in the mouth, the antiseptic properties of any
mouthwash can be effective for only a short time. “Pure water
will fulfill the most important requirements as a mouthwash”
is a statement from the Journal
of the American Dental Associa-
tion. One widely advertised prod-
uct is composed chiefly of alcohol
and water with a little boric acid.
The actual ingredients of another
brand cost less than 1 cent; yet
this preparation, which is about
as effective as a solution of com-
mon salt and which doesn’t add
to your lure, sells for 85 cents a
pint.

Get-rich-quick Schemes. An-
other group of schemes to avoid
are the ones that promise to make The peddler of cheap wares is
money for you. Some of these often seen on the street cor-
are very simple. There is, for ex-  ner- Don't be fecei"ed by
ample, the slot machine. It is not M promises to “double your

| to resist the tempta- ~ Mo"eY+ ete.

always easy to resis p

tion to play slot machines. These, the marble games, and punch
boards are well-known gambling devices in which the odds are
decidedly against the player. Most operators change the sprocket
in the mechanism to regulate the percentage of return the ma-
chine will make. The machines may pay the player only 10
per cent of the total intake, while the owner of the machine will
receive 90 per cent. In a test of one of these machines made

recently, it was found that the chances for winning were one
in 4,000.

n. Armsirong Koberts
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Ever so often, the missing-heir racket shows up. Letters may
come from abroad stating that if your father contributes $5 or
more to a fund, attorneys will be able to clear the title to a large
estate. He is told that he is undoubtedly one of the heirs who
will benefit by the investigation. If he pays the fee, you and
other relatives will never be the heirs, for the instigator of the
plot is off to distant spots spending the initial payment.

Auctions are sometimes used as bait. Furniture salesmen
know, for instance, how much many people, perhaps like your
mother, admire antique furniture, which they hope to buy in
auctions of old homes. So they bring in “new antiques” each day
from factories which have reproduced the antiques with such
accuracy that only the expert can tell the difference. When your
mother wishes to sell her bargain, she will find that her plan
to get rich quick by buying old furniture and selling it at twice
its cost has failed.

If a financial advisor treats your older brother to a dinner at
a popular restaurant, calls him long distance from Canada,
wears diamond rings, or presses him for a quick decision be-
cause the offer is about to be closed, you can be sure that these
are indications that the stock and bond salesman is not sincere.
Giving his money to the slick salesman for “doubling your
money” will probably mean that your brother will never see
his savings or inheritance again.

When you consider that the Better Business Bureau has listed
500 other frauds besides those discussed here, you can under-
stand that this chapter might be endless. But even from the few
schemes described here you can see how necessary it is for you
to become informed and to be alert if you do not wish to lose
your money now or in the future and have nothing left but a
feeling of chagrin.

Protect yourselfl How can you be prepared to avoid these
schemes to get your money?
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Two Pike Brothers of St. Charles, lllinois
Found Guilty of Mail Fraud

Silas Pike, 53 years old, and Ernest
Pike, 56, were found guilty of using the
mails to defraud in the sale of seeds and
plants, in Chicago on January 10th.
Charles Pike, the third and youngest of
the three brothers tried, was found not
guilty. On January 14th the two con-
victed brothers were sentenced to five
years imprisonment and $7000 fine,
each. They were charged with malling
cards promising to forward seeds, house
plants and handerchiéfs upon receipt of
31 cents. Witnesses testified the seeds
produced nothing and the house plants
and handkerchiefs were not received.

The judge stated, in passing sentence,
that 387,000 persons had lost 31c each
wn the scheme involved in the charges,
making a total of $119,970

The Pike Brothers have operated for
several years under various names such
as Middle West Supply Company, The
Best Gardens, Globe Seed Company,

Sunnyside Gardens, Pike Brothers
Growers, Pike’s Seeds, etc. Their opera-
tions are said to have brought them
more than $300,000 in dimes from a mil-
fion flower growers throughout the Na-
tion. Every time the Post Office De-
partment denied them the use of the
mails they started similar operations
under a different name.

The Better Business Bureau of St.
Louis first started telling people about
the Pike schemes in 1937. Our Bulletin
of January 5, 1945, contained almost a
full page of the Ilatest information
about the brothers. The wheels of jus-
tice, like the mills of the gods, too
often grind too slowly althcugh they
finally do succeed in doing an exceeds
ingly fine job.

Reproduction of Postcard Used to
Lure Victims’ Dimes

Courtesy National Better Business Bureau, Inc.

Fraud is generally discovered and the perpetrators brought to justice.
The above clipping gives a typical example.
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Deal with Reputable People. If you wish to buy furniture,
purchase it from a concern which has been in business in your
community for a number of years and which has established a
reputation for square dealing. The dentists and doctors in your
town will give you sound advice about health, obesity, teeth,
and foods. Your banker knows a great deal about investments
and real estate. Although these business and professional men
may make mistakes in judgment, they are at least doing the best
they can for you. You don’t need to turn to shifty, smooth-
talking strangers for help.

Be Informed. When you plan to buy merchandise, invest your
savings, or rent or build a house, get information about the
matter. In the next two chapters you will learn where to get
some of that information. Talk the proposition over with re-
liable friends and relatives. Ask for books on the subject at the
free public library. If it is worth working hard for weeks or
months to accumulate some money, it is worth a few hours’
work to see that you get good value for it.

Be Alert. You will want to be wide awake when you are con-
cerned with important decisions as a buyer. Ask for identifica-
tion and guarantees, especially if you are not sure of the seller
and his establishment. Examine the goods. Examine the labels;
ask questions; check the answers. If you have any doubt about
a scheme, call or write the Better Business Bureau. They will
know if the man who comes to the door to measure your win-
dows for Venetian blinds will really deliver them. They will
know whether the merchandise of the seller of Irish-lace table-
cloths is from abroad and is handmade or whether it was pro-
duced in a local factory. Avoid signing papers until you have
read all the print — especially the small type. What the big type
gives to you, the little type may take away. Even so, don’t de-
pend too much on your shrewdness. Play safe by dealing with
people with whom you don’t have to be shrewd.
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Be Satisfied with Reasonable Pleasures and Profits. Here is the
key to the whole thing. You can’t expect miracles to happen.
1If you are looking for a bargain, if you expect something for
nothing, if you think the world owes you great riches, then you
will be gullible and ready for any scheme that is presented to
you. Honest merchants, professional folks, and bankers and
financiers will do their job well and only expect a fair return.

Isn’t it silly to assume that if expert doctors cannot cure a
cancer, some traveling medicine man with bottles of “snake oil”
can do it? Isn’t it unreasonable to think that if a financial propo-
sition is really going to yield tremendous profits, the professional
financiers would not back it? If a thing truly has great merit,
it does not have to be sold through a sort of black market.

If Tricked, Inform Authorities. Even though you hate to ad-
mit that you are a victim of a fraud, that you were negligent and
gullible, it is advisable to tell others about it, so that they will
not be victimized.

In certain cases it would be well to tell the Better Business
Bureau. If you should invest some money in real-estate sub-
division and the promises made by the dealer were not fulfilled,
the Better Business Bureau on learning about it would give it
publicity in the newspapers. They would also inform their other
bureaus so that the swindler could not repeat his tricks in an-
other vicinity.

Then again it would be wise to tell the district attorney. Even
though you could not afford a lawyer to prosecute the case, the
Legal Aid Society might help you.

You might wish to report it to the local or state board of
health or to write the newspaper or magazine which carried the
advertisement which resulted in a loss, asking it to refrain from
carrying ads which defraud. At any rate you would get the
affair out in the open. Shady dealers depend on secrecy. Noth-
ing puts a quicker end to their crimes than publicity.
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Summary

Although most businessmen are honest, there are some who
deliberately offer to the public fraudulent opportunities to buy
a product or a service, or to invest money. Businessmen who are
responsible for these fraudulent schemes are commonly known
as swindlers. They try to sell their schemes in person, through
the mail, and through advertising.

The business schemes of swindlers are of several different
types. Some promise you a highly paid job if you will take a
course of training in a particular school. Other schemes lead
you to believe that you can become a movie star or some other
celebrity. Others offer a quick method of improving your health
or appearance, and still others promise to make money for you
through some easy means.

To protect yourself against the dishonest schemes of swind-
lers, you should deal with reputable people. You should inform
yourself of the facts about a questionable product, service, or
investment opportunity. You should be on the alert at all times
in making important decisions as a buyer, and you should be
satisfied with reasonable pleasures and profits.

If you are tricked, tell others about your misfortune so that
they will be informed. Also, you should inform such agencies
as the Better Business Bureau about your misfortune so that
they can take steps to put a stop to the swindler’s scheme.
Nothing kills swindles more quickly than publicity.

Questions for Discussion

1. What are some of the signs that should warn you that a trans-
action is not honest?

2. How much is a guarantee worth if the guarantor will no longer
be around when the time comes?

3. Sellers who make up “sucker lists” to whom to mail advertise-
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ments of certain kinds of goods value especially the names of persons
who have previously been taken in. Apparently, then, some people
must be very easy to victimize over and over. What characteristics
or habits or attitudes do you think would make a person an easy
victim?

4. Why is the person who wants something for nothing the like-
liest one to get nothing for something?

5. Do you think it is worth while to train yourself to be so shrewd
that you can deal even with sharpsters and come out all right? Or is
it more sensible simply to learn to avoid sharpsters altogether?

Practical Applications

1. If possible, obtain a copy of Gyps and Swindles, Public Affairs
Pamphlet No. 109, and one of Facts You Should Know about
Schemes, published by the Better Business Bureau. Each pamphlet
tells about dozens of schemes not mentioned in this textbook. Get
acquainted with the common ones so that you will not “bite” on
them.

2. Collect advertisements which appeal to you somewhat but
which you suspect are not honest. Perhaps various members of the
class, or committees of two or three each, could each specialize on
some one type, such as

a. Get-rich-quick schemes.

b. Job opportunities.

¢. Patent medicines and health devices.
d. Reducing products.

e. Products to improve complexions.

It might be interesting to follow up on one or two in each class
and see what happens. Try also to see whether there are any ways to
tell in advance which offers are trustworthy and which are not.

3. Do newspapers or radio stations in your vicinity run advertise-
ments that you believe to be fraudulent? Find out what they do to
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keep fraudulent advertisements out. Do they have a set of rules
about ads that they will not accept?

Problem

Collect as many cases as you can from your own community in
which people have been cheated by fraudulent schemes. Your older
friends and relatives may know of some. A banker, a lawyer, or the
representative of a Better Business Bureau may know of more.

In each case, find out just how the scheme worked.

Then it might be fun to model a class session in the “Can You
Top This?” radio-program idea? Let each one tell a story, and
measure the reaction on a “sucker meter.”



(5/(%/% 7.7.- PROTECTION
BY GOVERNMENT AGENCIES

Even if you were alert and well informed, you probably could
not protect yourself from all schemes and frauds. Furthermore,
there are many less fortunate ones who are not so well informed.
Since they, as well as you, deserve protection, local, state, and
Federal government agencies steadily carry on a great deal of
work to aid everyone. Your taxes pay for these services, and you
should learn to take advantage of them. Let us consider some
of these agencies and their services.

Federal Government Agencies for the Protection of the
Consumer

Food and Drug Administration. If a manufacturer of pop-
corn uses mineral oil instead of butter in making his product, as
one did when butter fat was hard to get, the Food and Drug
Administration will order him to stop making and shipping
his product. If black walnuts contain filth when the inspector
picks them up at the retail store, the food must be removed from
the market and investigations follow. If goods are found to be
adulterated or misbranded in any way, the Food and Drug Ad-
ministration has a case for legal action. A court case which
lasted more than 40 days was against the “spectrochrome,” a
machine costing hundreds of dollars which was supposed to
cure many diseases, but which contained only colored lights.

159
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Most of the legal power for the Food and Drug Adminis-
tration comes from the Food, Drug, and Cosmetic Act of 1938.
Its value to us can be shown by some of the provisions it en-
forces:

A food must not be injurious to health.

Candy must not contain alcohol or any “prizes” or other inedible
substance.

Food containers must be free from any substance which may cause
the contents to be harmful.

A food must not be filthy, putrid, decomposed, or otherwise unfit.

Food labels must not be false or misleading in any particular.

Food containers must not be so made, formed, or filled as to be
deceiving.

Before a new drug is placed on the market an application must be
filed.

A drug must not differ in strength, purity, or quality from that
claimed in its labeling.

Drugs must not be dangerous to health when used in accordance
with printed directions.

The labeling of a cosmetic must not be false or misleading in any
particular.

A cosmetic container must not be so made, formed, or filled as to
be misleading.

Take the case of five boxes of pecan brittle that were shipped
from Georgia to Florida. The one-half-pound boxes were so
filled as to be misleading since only half the space in the box
was filled. When the Food and Drug Administration brought
the matter to court, no one appeared to defend the case; therefore
the product was ordered distributed to hospitals. The manufac-
turer could not sell his product at a loss continually. In Mon-
tana, a dairyman was not so lucky. His butter, ice-cream mix,
and ice cream contained vegetable fibers, unidentified animal
hairs, insect parts, rodent hairs, plant tissues, cat or dog hairs,
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and nondescript dirt. The dairyman pleaded guilty, and a fine
of $150 was imposed and the defendant was placed on proba-
tion (or on trial) for three years.

The Food and Drug Administration employs almost a thou-
sand chemists, physicians, inspectors, bacteriologists, clerks, and
helpers to protect us as buyers, but they are unable to cover all
the products and industries with-
in the jurisdiction of the act.
They give their first attention to
public-health menaces, such as
worthless drugs offered for seri-
ous diseases. Next, they aim to
reduce adulterations, that is, the
partial substitution of one prod-
uct for another without acknowl-
edgement. Finally, they give con-
sideration to economic cheats
who use deceptively packaged
containers and who mislabel food
as to quality or identity.

If you find food or drugs which are not labeled correctly, if
you find food which contains foreign matter or which is some-
what decomposed, if the box, bottle, or jar is only partly filled,
you may write the Food and Drug Administration and tell
them about it.

Federal Trade Commission. One general theme runs
through all the work of this agency—to protect the public and
business from unwholesome conditions in business and trade. On
one hand, it is working toward the elimination of monopolistic,
unfair, and unscrupulous business practices and, on the other
hand, toward encouraging the conduct of business upon a high
ethical plane. In June, 1947, Robert E. Freer, commissioner,
Federal Trade Commission, said:

Government agencies are
formed to protect you, so be
informed and take advantage
of their services.
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“Our work ranges from matters involving the entire Port-
land cement industry on a charge of restraining trade and sup-
pressing competition to a case against an individual marketing
what he called ‘Oriental Love Drops,” a perfume guaranteed to
make a man irresistible to his lady love.”

Cease and Desist Orders. When unfair or deceptive business
practices are employed, the Commission has power to hold
hearings and to order those involved to cease and desist from
their practices. For example, a cosmetic firm in Minnesota was
stopped from advertising its line of cosmetic products when it
claimed that the products kept the complexion young, that
they were discovered by the greatest specialists in Europe, that
the most beautiful women in every group were users, and that
these products were shipped all over America and could be
purchased at all the local stores. None of these claims were
true. There was the case of a yarn company in New York, which
was stopped from misrepresenting the place of origin of hand-
knitting yarns. They were forbidden to use the word “Shetland”
in describing the yarn when the wool did not come from the
sheep on the Shetland Islands or the word “Saxony” when the
product was not imported from the province of Saxony. A
dozen or more of these cease and desist orders handled each
week by the FT'C will eliminate much false advertising.

Radio and Periodical Division. A search for false and decep-
tive advertising appearing in magazines, newspapers, radio
broadcasts, and mail-order catalogues is constantly going on.
In the fiscal year 1945-1946, 1,667 editions of newspapers, 1,033
editions of magazines, 82 mail-order catalogues, and the com-
mercial portions of 518,161 radio-broadcast continuities were
scrutinized. The FTC is continually on the look-out for decep-
tive advertising in order to protect us.

Trade Practice Conferences. In an informal way, members
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of an industry are brought together to agree upon fair-trade
practices simultaneously. In May, 1947, the Houschold Fabric
Dye Industry defined such expressions as “all fabric,” “all pur-
pose,” “fadeproof,” and “sunfast.” By the development of such
terms, the honest merchant and the consumer are informed as
to the meaning of terms that they use in their dealing with
cach other. About one hundred and fifty industries have drawn
up Fair Trade Practice Codes. Some of the items of the code
the Commission has power to enforce actively; others it also
approves but has no power to enforce. The representatives of the
industry must do what they can to help each other, themselves,
and the consuming public.

The Wool Products Labeling Act of 1940. This “Truth in
Fabrics Law” requires that a label, tag, or other means of identi-
fication be attached to each product containing wool and that
the tag disclose the kind and percentage of each different fiber
contained, including the respective percentages of virgin wool,
reprocessed wool, and reused wool. It applies to yarns, clothing,
and blankets, but not to upholsteries, rugs, and carpets. Ex-
amples of tags are

50%, Wool 359%, Reused llama
25%, Reused wool 359, Reprocessed vicufia
259, Cotton 309, Cotton

The Wheeler-Lea Amendment. This amendment passed in
1938 gives the Federal Trade Commission power to protect us,
by taking action against misleading advertising of food, drugs,
therapeutic devices, and cosmetics. When necessary, an injunc-
tion can be obtained against the advertiser, so that while his
case is being tried other buyers cannot be harmed by the prod-
uct. The amendment not only defines false advertising as that
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which is misleading in a definite way but also as that which
fails to tell important facts and thus gives the purchaser a false
impression about the article.

Many of the complaints that the Commission receives come
from businessmen who are hurt by unfair competition. But
we as consumers also have a right to report to the Commission
cases of deceptive advertising and merchandising.

United States Post Office Department. The use of the
mail is often important to promoters of fraudulent, get-rich-
quick schemes and lotteries. They send out circular letters and
other advertising by mail and get their returns in the same way.
Upon investigation the United States Post Office Department
can effectively put such schemesters out of business by denying
them the use of the mails. It can also turn its evidence over to
the United States Department of Justice and have the case
prosecuted. This process is slow, but is rather sure. The penal-
ties are heavy—a large fine, a term in federal prison, or both.

Securities and Exchange Commission. Because the Postal
Frauds Law is too slow and unwieldy, the Securities and Ex-
change Commission was established in 1934 to regulate the
offerings of those who sell stocks and bonds. Before securities
may be offered to the public for sale, the company that is issuing
the stocks or bonds must give an accurate description to the
SEC. If the statements are inaccurate or incomplete, the SEC
can refuse to register the securities. The SEC does not guarantee
that the securities are a good investment; it only sees to it that
prospective buyers can get correct information when these facts
are stated in advertising or on a “prospectus.” This has caused
a great decrease in the marketing of worthless securities, which
used to be a very important racket.

United States Department of Agriculture. This depart-
ment of our government has various divisions that collect infor-
mation of value to you and your family. Some of these divisions
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are the Bureau of Agricultural- Economics, the Bureau of
Human Nutrition and Home Economics, the Production and
Marketing Administration, and others.

One valuable service which the United States Department of

Courtesy Production Marketing Administration

Canned foods are among the products tested in the laboratories of
the U. S. Bureau of Agricultural Economics.

Agriculture gives to us is the United States grading of meat,
milk, eggs, butter, canned fruits and vegetables, dried and
frozen vegetables and fruits, and other products. You will
recall that if processed fruits and vegetables are labeled “U. S.
Grade A (Fancy),” “U. S. Grade B (Choice)” or “U. S. Grade
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C (Standard)” they have been packed under the continuous
inspection of the United States Department of Agriculture. They
can also be packed under continuous inspection and so labeled,
but not graded.

Meat may show the label of the United States Department of
Agriculture too. All meat sold in interstate commerce must
bear the purple stamp, “U. S. Inspected and Passed.” This indi-

oF

Court;sy Swift & Company

The stamp indicates that the meat has been inspected and graded.

cates that it is wholesome food. In addition it may also be state
graded. The United States official grades of beef are “Prime,”
“Choice,” “Good,” “Commercial,” “Utility,” and “Cutter and
Canner.” You have all often seen the first three sold in retail
meat shops.

Some of the better publications distributed by the Depart-
ment of Agriculture and which can be obtained free or for a
nominal charge, and should be read by every buyer are Con-
sumer’s Guide, a monthly magazine, which discusses general
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and specific consumer problems, and A Fruit and Vegetable
Buying Guide for Consumers, which tells you how and when
to buy everything from apples to watermelons.

Dozens of other pamphlets are published. The following list
was picked at random: Cozton Shirts for Men and Boys, The
Inspection Stamp as a Guide to W holesome Meat, Home-made
Jellies, Jams, and Preserves, Egg Dishes for Any Meal, How

Ewing Galloway

The United States Public Health Service warns the public by this notice
that some person within the house has a contagious disease.

to Make Your Electric Cords Last Longer, Simple Plumbing
Repairs in the Home, Roses for the Home, Eat a Good Break-
fast to Start a Good Day, Mending Men’s Suits, etc. You can
see the interest taken by the United States Department of
Agriculture in the consumer.

United States Public Health Service. You probably know
that the health of the nation is closely guarded by the United
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States Public Health Service. It tests the drinking water in
cities; it warns us of epidemics; it advises us about our food.

Your State Regulations

In addition to the Federal government agencies, every state
has agencies to protect the buyer through the supervision of
milk, meat, eggs, and other food products. States have set up
standards for measures so that the customer may not be
cheated when he buys. In the “Ohio Weights and Measures
Laws and Regulations,” 1946 edition, you may find the laws for
the state, county, and city sealers, for standards, for food adul-
teration, and for labeling of packaged goods; it also contains
regulations for linear measures, fabric-measuring devices, and
many other measuring devices. It defines in great detail, for
example, the terms relative to taximeters. You will want to
find out how your state departments of agriculture and other
departments also aid you.

Your City

Maybe the mayor of your town appoints a sealer of weights
and measures who will test the correctness of weight or quan-
tity of all weighing and measuring devices in the markets of
your city. You will find a city health department that is con-
cerned with the cleanliness of restaurants and barber and
beauty shops and with many other considerations for the
buyer. Find out about these departments of your city govern-
ment.

Your Cooperation

These agencies of the Federal, state, and local government
will aid you as a consumer only if you cooperate. It is true that
these commissions and administrations have definite tasks, but
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they can do a better job if you read their reports and pamphlets,
follow their instructions, and report to them if conditions are
not as they should be.

Summary

Agencies set up by local, state, and Federal governments are
constantly at work to help protect you from unfair and un-
wholesome business and trade practices. These agencies are
maintained by taxes. From the viewpoints of consumer and tax-
payer, you should be informed about the activities and services
of these agencies.

One of the Federal agencies is the Food and Drug Adminis-
tration, which helps protect your health by inspecting and test-
ting various food and drug products on the market and verify-
ing the accuracy of information on the labels of such products.
The Federal Trade Commission is another Federal agency
that works in the interests of the consumer by investigating
unfair practices and dishonest claims in advertising and mer-
chandising.

The United States Post Office Department, the Securities and
Exchange Commission, the United States Department of Agri-
culture, and the United States Public Health Service are Fed-
eral agencies whose activities, in part at least, are concerned
with the protection of consumers.

In addition to Federal agencies, every state and many local
communities have agencies established to protect the buyer
through supervision of various products and services, particu-
larly foods. The effectiveness of all agencies that work in the
interests of the consumer is dependent upon the cooperation of
the consumer. You should, therefore, read the materials and
instructions released by such agencies and report to them unfair
and unwholesome practices in business and trade.
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Questions for Discussion

1. Do you see any reason why laws for the protection of the con-
sumer have especially centered around foods and drugs?

2. Protecting buyers generally is achieved by regulating producers
and sellers. Some people object to this. Do you think that pure food
and drug laws have hurt the business of those who sell these things?
Or have they been helped?

3. How do the activities of the Federal Trade Commission help
honest businessmen?

4. Before a new drug can bc marketed, an application must be
approved by the Food and Drug Administration. When standard
remedies are sold, they must be made up according to a standard
formula specified by the Administration. Does this give you added
confidence in the products you buy?

5. How are shoppers helped by the “Truth in Fabrics Law”?

6. Why is it necessary for certain kinds of consumer-protective
laws to be federal laws, rather than state or local? On the other
hand what can be done better by state or local governments than by
the Federal government?

7. We have a United States Department of Labor to protect labor-
ing men and a United States Department of Commerce to help
businessmen. Do you think we should also have a United States
Department of the Consumer?

Practical Applications

1. If they are available in your library, run through some copies
of Weekly Releases of the Federal Trade Commission and Notices
of Judgment Under the Federal Food, Drug and Cosmetic Act of
the Food and Drug Administration. Both of these show the kinds of
cases that are constantly being handled by these agencies. If your
school does not have them, it can be placed on the mailing list on
request.
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2. Collect a few labels from clothing to show the influence of the
law in regard to “truth in fabrics.” Should all fabrics be labeled as
woolen goods are?

3. Study the labels of canned fruits and vegetables. Do you find
any evidence that consumers are being protected by government
supervision ?

4. Learn to identify the purple stamps on meat and to tell exactly
what each means. Do you find any meat being sold that is not
stamped? If so, what is the explanation? Examine some cans of meat
products to see whether they, too, are inspected.

5. Find out from a banker or someone else who has had some
financial experience whether the selling of worthless securities is
as common as it used to be. If not, what has effected the change?
How much is the change worth to the community?

Problem

Make a survey in your own neighborhood to see in how many
ways consumers are being protected by governmental action. Think,
for example, of milk and water supplies, testing of scales, sanitation
in food stores, restaurants, barber shops, etc., licensing of doctors,
dentists, beauticians, etc. How does the protective process work in
cach case? Is it well enforced? Docs the agency have enough funds
to do a good job?
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'BY PRIVATE AGENCIES

In addition to the governmental agencies that protect and
help the shopper, private agencies exist that also do their share.
Not all of them can be discussed here; but we can look briefly
at some of those which all young consumers should know about.

Better Business Bureau. Eighty-two cities in the United
States have Better Business Bureaus. These nonprofit organiza-
tions, to which we have already referred, are maintained
through the support of business concerns and combat and
eliminate misrepresentations, deception, and fraud in adver-
tising and selling practices. The bureaus also give wide publicity
to ethical standards and selling practices for the guidance of
business. They operate with a free hand, and are entirely inde-
pendent from the companies that contribute to them.

The bureaus encourage purchasers to call on them for impar-
tial information or facts about any company or offering that is
questioned. There is no charge to the public for this service. If,
for instance, an agent of a linen concern comes to your door
offering your mother tablecloths, napkins, and the like, she
may doubt his statements that the goods are pure linen or that the
credit terms he states are satisfactory, and therefore she may tell
him that she will give him her order the following day. Before
he comes again, she may call the Better Business Bureau in her
community, giving it the names of the concern and the sales-
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man and the nature of the proposition. The bureau will tell
her if it has any information about this particular business. If
the information indicates something suspicious, she can refuse to
buy. The record of the business may be so deceptive that the
bureau will even have the local police on hand to make an arrest.
Then again, the offer may be legitimate and you will want to
take advantage of it.

Two of the rules that the BBB insist you should know are
“Before you invest, investigate” and “Read before you sign.”
In their “Facts” booklets, available to anyone who will ask for
them before risking their money, you can read a great deal
about schemes to trick unsuspecting patrons. Some of the titles
of these serics are “Facts You Should Know About:”

Advertising Jewelry
Borrowing Life insurance
Buying or building Schemes

a home Oil royalties
Buying used cars Health cures
Furs Your eyesight

They also have leaflets and other publications available to
help the consumer obtain impartial information about the use
and value of many ordinary products and services required in
daily living. If there is no Better Business Bureau in your com-
munity, write to the National Better Business Bureau.

If you have been gypped by a local concern or an outsider, tell
the Better Business Bureau about it. In some cases, the bureau
can get your money refunded; in any case, your experience
will serve as a record to help other folks.

The Better Business Bureaus employ shoppers who check on
the advertisements in the daily newspapers. If an ad says that
shirts will not shrink when washed or that they will not fade,
the shopper will investigate to see that the label, the guarantee,
or the quality make these statements true.
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Through advertisements in the newspapers, the citizens of
the town are warned about frauds to which they might be

susceptible.

There are various publications that will help the consumer buy safely.
Read such publications before shopping.

American Medical Association. This is an association made
up of thousands of doctors and surgeons throughout the United
States. It performs services of great value to us in its investiga-
tion of food products, patent medicines, and apparatus for
diseases not treated with medicines.

Within the Association there are three councils which make
investigations and permit their seals to be placed upon articles
which are approved. The use of the seal, however, does not
imply that the council in question recommends the product,
but only that the product has met the standards set up by the
council.

The Council on Pharmacy and Chemistry investigates and
sets standards for the safety and usefulness of “any chemical,
drug, or similar preparation used in the treatment of diseases.”
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The Council aims to protect the medical profession and the
public against “objectionable advertising, undesirable secrecy,
and fraud.”

The primary purpose of the Council on Foods is to prevent
or discourage “unwarranted, incorrect, or false advertising
claims in the promotion and merchandising
of food products.” It grants permission to use ZCEPTH
its seal only on foods that have satisfied the ;;‘MERIC A )
Council’s standards for wholesomeness and | Jal+IRaL
whose advertising claims are considered Coupell,
truthful. When a food is accepted, the Coun- g

Courtesy American

cil gives an analysis of the food and brief Medical Association
description of how it is produced. If it reiects What does this
a food, the Council states why it was rejected. seal indicate?

This is most helpful to all of us.

The Council on Physical Therapy aims to “protect the medi-
cal profession and the public against fraud, misrepresentation,
inefficiency, undesirable secrecy, and objectionable advertising
in connection with apparatus and methods” employed in
treating diseases by various means other than medicines.

The American Medical Association is anxious to expose at
all times the strange things quacks try to sell us for our health.
In a 1947 exhibit, it showed a vibrator for deafness which cost
a few pennies to make and which sold for $15—and which
would not restore hearing. Flashlight batteries made a “me-
chanical heart,” which was merely a buzzer. But when you put
that particular buzzer on your body, things were guaranteed
to happen to earaches, deafness, sore eyes, broken noses, and
heart troubles. You could buy two metal plates, one of copper
and one of zinc, to put in the soles of your shoes, and then say
good-by to diabetes, paralysis, asthma, eczema, and both high
and low blood pressure. The AMA exposes these devices so
that you will not be a sucker and invest many dollars which
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will not cure you, but which will only delay your visit to a
licensed physician who could give you experienced medical
advice. Hygeia is published by the American Medical Associa-
tion; it is a health magazine, publishing articles on diets, what
to do for first aid, and many helps for spending your health
dollar well.

American Dental Association. The “Official Rules of the
Council on Dental Therapeutics,” established in 1930 by the
American Dental Association, say that “the Council encourages
and promotes those enterprises which are designed to increase
our knowledge of dental materia medica and therapeutics.”
Products that appear to conform to the rules are accepted. Their
essential features are described in the book, Accepted Dental
Remedies.

On the cover of a little pamphlet called What Dentrifice
Shall I Use? the Council says, “The dentrifices listed inside
have been accepted by the Council on Dental Therapeutics of
the American Dental Association. They are safe, known com-
position, are advertised honestly, and are effective in cleaning
the teeth. Remember that the cleansing power of a paste or
powder is not as important as the type of brush you use and
the way you use it. Look for the Seal of Acceptance—it indi-
cates that the product may be used with safety and confidence.”

In reprints from The Journal of the American Dental Asso-
ciation, one finds the oft-repeated statement: “Water may serve
as aeceptably as any other mouthwash. With regard to germi-
cidal values, there is no evidence that mouthwashes as com-
monly used do anything more than cause a temporary decrease
in the number of bacteria in the mouth. This decrease is both
temporary and of no proved significance.”

American Home Economics Association and others. The
American Home Economics Association tries to have textile
manufacturers and the makers of household equipment stand-
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ardize their products and place upon them labels which will
give the buyer some idea of the quality of the goods. The Asso-
ciation also publishes a magazine called the Journal of Home
Economics, which contains many articles and much informa-
tion of value to homemakers.

In addition to this association other groups of a civic and
educational nature help shoppers to some degree. They are
American Association of University Women,
General Federation of Women’s Clubs, Na-
tional Consumers’ League, National League
of Women Voters, Cooperative League of the
U. S. A,, National Safety Council, and others.
These groups, in the main, have consumer
committees which discuss the consumer and HEALTH DEPARTMENT

. . . . . Courtesy U. S. Public
legislation which will help him. Some of Health Service
these associations publish valuable pamphlets Di’PL?Y placard
on subjects closely allied to our problems, o milk dealers.

American Standards Association. This organization is a
combination of trade associations, technical societies, and Fed-
eral government agencies that acts as a clearing house for stand-
ards of goods. Although more than 750 standards have been
approved by this association for all types of products, most of
them are for the industrial field. Although the buyer has little
direct contact with this organization, the Association does per-
form valuable background work in his interests. The American
Standards Association says that commodities should have quali-
ties which are mutually satisfactory to the buyer and the seller.
It has organized an Advisory Committee for Ultimate Consumer
Goods, which is especially interested in the consumer.

Protection on appliances. A few organizations see to it that
housekeepers are protected when purchasing household appli-
ances. The American Gas Association is one of the best, for
most of the gas-operated equipment is now given the seal of
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the American Gas Association. The manufacturer prefers to
send his product to the laboratories of the AGA to have them
tested for safety, durability, and efficiency so that he is allowed
to place this seal of approval on his merchandise. Your mother
and father as an example certainly would not want to purchase
a gas stove without this seal because only about 5 per cent of
those for sale do not have it.

Courtesy Macy’s Bureav of Sfaords
This boy is testing a fabric for durability. The machine contains rollers

covered with an abrasive that contacts the material during the
wearing test.

Another label designed to protect householders is the one
from the Underwriters’ Laboratories, the testing bureau of the
National Board of Fire Underwriters. Its particular interest in
safety means that it approves electrical or automotive appliances
and fire-protection equipment, as well as gas and oil appliances
which can be used safely. Look for the label as a separate tag
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or stamped on the article. When you have a home of your own,
you will want to buy household articles with the seal of approval
of the Underwriters’ Laboratories on them.

Associations especially interested in labeling. Two associ-
ations that devote most of their time to informing us about
labeling are the National Consumer-Retailer Council, Inc., and
the U. S. Inspected Foods Educational Service. The NCRC is
maintained, as its name would indicate, by retail associations
and consumer organizations. Although this council is concerned
with cooperation between stores and consumers, it is particularly
interested in seeing that the customer gets informative labeling
on his products as well as informative advertising and sales-
manship. On request you may obtain such material as How
Informative Labels Help You Stretch Your Dollars, Federal
and State Laws Affecting Labeling, and others. The U. S.
Inspected Foods Educational Service is, on the other hand,
especially interested in grade labeling. It urges food canners, espe-
cially, to adopt the U. S. Inspected labels of Grades A, B, and
C. It, too, will send you information, labels, and a list of the
U. S. grade-labeled brands of processed fruits and vegetables
packed under United States continuous factory inspection. You
will be much more label conscious after reading the material
of these two organizations.

Testing and rating agencies. One of these agencies is the
Consumers’ Research, Inc. It is a “nonprofit, noncommercial
research and educational organization which studies and reports
on goods and services from the point of view of their selection,
purchase, and use by the ultimate consumer, and solely for the
ultimate consumer’s use and benefit.” It analyzes materials and
goods and prints the conclusions in bulletins, listing the items
as “recommended” and “not recommended,” with some listed
as “intermediate.” You may look for a copy of the Consumers’
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Research Bulletin in your school or local library. In this monthly
magazine of the organization there is much helpful material
for consumers about consumer problems.

Another private agency of this kind is Consumers’ Union, Inc.
I, too, publishes bulletins and reports about commodities and
services for the benefit of its members. The annual subscription
fee covers 12 monthly reports and an annual buying guide. It
classifies products as best buys, acceptable, or not acceptable. This
organization is particularly interested in labor problems which
you will realize if you read the Consumer Reports of Con-
sumers’ Union.

The National Association of Consumers. This organiza-
tion, with headquarters in Washington, D. C., was formed in
1947. It has members throughout the nation and ties together
the work of many organizations interested in consumer prob-
lems. Its main function is to guard consumer interests, for
example, it keeps an eye on proposed federal laws, promotes
those that would be good for consumers, and opposes those
which would be harmful. It publishes a newsletter called Con-
sumers on the March.

Summary

Even though many private as well as government agencies
aid the consumer, they really do not exist for you unless you
help yourself. If you do not read the many pamphlets sug-
gested in this chapter you will not be an informed consumer.
If you do not look for the labels and seals of approval when
you shop, you will not buy the best merchandise for the money.
If you do not follow the advice given by professional organiza-
tions of doctors and dentists, you will waste your money on
unnecessary articles and quacks. The wise consumer is informed,
acts on this information, and gradually improves buying tech-
niques.
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Questions for Discussion

1. Why do you suppose the businessmen in a city are willing to
contribute money to support a Better Business Bureau, which works
largely on behalf of consumers?

2. What can consumers do to make it more profitable for good

businessmen to regulate themselves so that bad business practices
will be weeded out?

3. In the long run, what is good for customers is also good for
businessmen. Can you prove or disprove this statement?

Practical Applications

1. If you live in a community that has a Better Business Bureau,
ask the manager of the bureau to come to speak to the class to tell
about its activities. You will not only learn a great deal but will also
feel free to call the bureau at a later date when you need information.

2. If the publications of either or both of the testing and rating
agencies are available, look through them. Do you think a subscrip-
tion to one of these would be worth the price to your family?

3. Look for the insignia of various organizations on different kinds
of goods. For example, you might look for

a. The American Gas Association blue star on gas appliances.

6. The Underwriters’ Laboratories insignia on electrical equip-
ment.

c. Parents Magazine's or Good Housekeeping Magazine’s seals on
labels and advertisements of many products.

d. The American Dental Association’s seal of acceptance on den-
trifices.

There are a number of others. See how many you can find.
In each case find out exactly what the seal or sticker means. What,
proof is there that it is really a valuable guide to a consumer?
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Would it be possible to put on a fancy seal that meant nothing at
all, just as a sales device?

4. Find out from adult shoppers whether they pay any attention
to various seals or know what they mean. For example, do they give
preference to dentrifices approved by the American Dental Asso-
ciation?

Problem

By way of a summary and review, list all the agencies you know
about, public or private, that work to protect consumers. You might
make a large chart form (or perhaps the class could develop it as a
group). List each agency on this chart, and tell whether it is public
or private. If it has one or more important publications for con-
sumers, list them. If it has some kind of scal of approval or grade
mark, try to include a copy. In the last column of the form, sum-
marize the main services that the agency offers to consumers.
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A person’s living can hardly be divided up into compartments
like the drawers of a desk. And yet to a certain extent it is
divided into various phases. We must eat, for instance, and now-
adays that means shopping at food stores. We must guard our
health and that involves consulting with doctors and dentists.
We need religion and this we associate with going to church.

Just so there is a strand running through all our lives that
we may call the financial strand. This we associate with our
dealings with a bank.

Banks are the foundation of the financial system of our com-
munities and our nation. We also must learn to base our indi-
vidual financial careers solidly on this foundation. Banks can
give us certain services: keep our money safe, cash our checks,
and furnish us credit. More than all this, an association with a
bank gives character to our financial management as a whole.

Therefore we all need to learn to use the services of a good
bank. In this part, you will have that opportunity.
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CCrafiter 7.2.- BANKS AND
BANKING SERVICES

Let us go back into history to learn something about how banks
originated and how they gradually came to offer their present
services. There have not always been so many kinds of banks as
exist today, nor have they all given so many services. In this
chapter we shall learn how banks are supposed to have started,
what the commonest types are, and what services will be of
use to you.

When did banking originate? The origin of banks is some-
what of a mystery. No one knows for a certainty just when
they began but there have been many guesses. There are a few
facts that we do know about their origin.

For one thing, we know that traces of banking services were
found many years before the birth of Christ. You may recall from
the reading of the Bible that in early days certain men called
“money-changers” sat on benches near the temples where people
came to worship and carried on the business of changing the
money of one community into the money of another com-
munity. They charged high fees for their services and had a
monopoly of the business. Naturally they became rich; and
they also became very unpopular and at times were driven away
from the temples. But they were necessary if business was to
be carried on. When you travel or trade in another country,
you must change your money into its money. That is just what

184
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these money-changers did. They served as the agents who made
it possible for people to travel and do business elsewhere. Today
this service is performed for you by the modern bank for a fee.

These money-changers collected many coins and much gold
in the course of their business dealings. They kept this treasure
in a safe place in their homes, so that it could not be stolen. At

Courtesy The Western Saving Fund Society of Philadelphia

In the cottage on the right the first savings bank was founded by the
Rev. Dr. Duncan in 1810.

times they would be asked to keep the money of people who
had no safe places of their own, and they gave a receipt for the
sum received. When the owner presented his receipt, he received
the exact coins and other money that he had deposited. The
money-changers simply acted as guardians of funds and re-
ceived a small fee. This was probably the beginning of the
safe-deposit-box service carried on by our banks today.

As time passed, the owners of these deposits began to trans-
fer their ownership by handing the receipts to another person
who could then claim the deposit. This is possibly the begin-
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ning of the check system now so commonly used by modern
banks.

The money-changers, who had become known as goldsmiths,
noticed that much of the money left with them for safe keeping
was not called for over a long period of time. They began to
lend this money to others, charging interest for the loan. The
goldsmiths found this a profitable business, and they offered to
pay interest to anyone who would leave a sum with them for a
period of time. These sums they loaned at a higher rate of
interest. Here we see the beginnings of three modern banking
services: receiving deposits, paying interest on such deposits,
and making loans for which interest is charged.

This brief sketch will give you an idea of how banking
services may have started and will indicate that in one form or
another they have been performed for a long, long time, even
though they may have been rather crude at the start.

Are all banks alike? You should not infer that the services
mentioned above are necessarily now carried on by all banks.
While many of them can be found in all banks, it is not true to
say that every type of bank performs all of them. That is the
reason why you may find several different kinds of banks in a
community of any size. You, however, are not interested in a
catalogue of these and their special services. You want to know
about the banks that you will use from time to time and these
will now be described briefly.

In order to do business, all banks must receive a charter, or
permit. These charters come from the Federal government and
from the states. Thus there are state banks and national banks.
Most savings banks and trust companies are state banks, ex-
amined regularly by state banking authorities. Banks that are
chartered and supervised by the Federal government are easy
to recognize as they have the term “national” in their title, for
instance, the Second National Bank. As far as your dealings
with banks are concerned, this distinction will make very little
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difference as nearly all of our banks are now protected either
by the Federal government or by the states, so that your chances
of losing your money are much reduced.

Banks you will use. The five banks which perform the general
services which you will use the most as time goes on, are

k Building and Eq ment Crporution of America

The new interior of the State National Bank of Texarkana, Arkansas,
which was recently modernized.

The Savings Bank. This is probably the first bank with which
you will deal, if you don’t already have an account in one of
them. So far as you are concerned a savings bank has two pur-
poses: (1) to receive your deposits in small amounts and pay
interest on them, and (2) to encourage you to be thrifty through
the regular savings of small amounts. In addition, it will make
loans to you in the future on the security of your bankbook, to
aid you when you buy that store on Main Street or go into
partnership with Bill. It will help you to buy your home on the
hill.

The Commercial Bank. When you start work on the Daily
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Post or take on household responsibilities, you may want to pay
some of your bills by check. The thing to do is to deposit a sum
of money in a commercial bank, found in all fair-sized com-
munities, and draw against it as you need. In small communi-
ties, these banks deal in all kinds of services needed by indi-
viduals or businessmen, including those of the savings bank.
In the cities, these banks are more specialized. While the com-
mercial bank exists primarily to aid the business activities of,
say, Mr. Crandall as a businessman, making loans for short
periods of time and collecting checks drawn on banks at a
distance, it also serves Mrs. Crandall by permitting her to open
a checking account.

Commercial banks perform many useful services. They re-
ceive deposits, which can be withdrawn upon demand (pay-
ment made immediately on request) at any time; they lend
money on suitable security; they maintain safe-deposit vaults
for the safekeeping of valuable papers and jewelry; and they
serve the community in many other ways. You may have occa-
sion to use such a bank some day and will do well to open a
checking account in one now.

The Trust Company. Does your community have a bank with
the words “trust company” in its title? You may have wondered
about this name. When they were first operated, these banks
were chartered by the state to perform certain special services.
They got their name from their chief function — the holding
in trust of funds for minors, widows, estates, churches, and
other institutions. They now perform all banking services that
are of help to members of your community. In fact, except for
the source of the charter, there is no real difference between
trust companies and national banks. Both are commercial banks,
both hold funds in trust, both receive deposits and cash checks,
and both perform other services.

The Credit Union. While a credit union is not a bank in the
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real sense of the term, it does receive deposits, pay interest, and
make loans. But it cannot be used by everybody. You must be-
long to a credit union to receive its benefits, since it serves only
members. However, you probably will have a chance to join
one as there are so many connected with large industries, pro-
fessions, labor unions, and other groups for which you may
work. You will find a credit union a worth-while medium for
accumulating a sum of money, perhaps toward professional
courses you'd like to take, and for borrowing money at a low
rate and convenient terms for, let’s say, making improvements
on your farm. Credit unions are supervised and examined regu-
larly by state and federal banking authorities and are operated
at low cost.

Building and Loan Associations or Cooperative Banks. These
are not strictly banks. They are organized for the purpose of
encouraging the building and financing of homes and are char-
tered by the states where they exist. You can save your money
in them, however, whether or not you expect to buy a home.
Since they are described in more detail in other sections of this
text (see pages 277 and 415), we shall say no more about them
here.

What services do banks perform? Banks perform many
services, but this discussion is limited to the more important of
these services.

Banks Make Loans. An important service of banks is the
lending of money to businessmen and individuals. When it
comes time for you to take on financial responsibilities, for
security, you will be able to obtain a loan from your bank to
buy equipment for a garage or beauty shop, to acquire a home
and car, or to purchase a washing machine or refrigerator.
These loans will usually be for small amounts, and must be re-
paid at a certain time and will cost you a small sum that is
called “interest” or “discount.”
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Banks Permit Checking Accounts. One of the commonest
services performed by commercial banks is giving you the use
of a checking account by which the banks pay out to other
parties your funds upon your demand. You deposit a sum of
money and can withdraw it in varying amounts or in full by
means of the checks. Of course,
there is a limit to this power
of yours to sign your name to
checks, for you will not be per-
mitted to withdraw more than
you have on deposit. How to open
an account and to draw checks
will be described in the following
chapters.

Banks Keep Your Valuables
Safe. Some day you may have
some valuable papers and docu-
ments, such as insurance policies,
deeds, wills, leases, bonds, stock
A checking account will enable (. tificates, and the like. You may

you to pay bills by check. 15, [ave some valuable jewelry

However, your bankbook - keepsakes that you do not wish

should be closely watched so k . 1 b ¢

that your withdrawals never to kecp in your home because o

exceed your deposits. possible loss through theft or

fire. Banks are prepared to guard
these articles for you at small cost.

In order to keep your valuables safely, banks maintain strong
vaults that are proof against fire and burglars. These vaults are
lined with tiers of boxes and drawers and are rented to you for a
small sum.

On renting a safe-deposit box, you will be asked to identify
yourself, to give your name and address, and to sign a card with
the signature you use. Then you pay your rental for the box.
You are given a key and the bank has another which is a master

H. Armstrong Roberts
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key, or one that fits all boxes. However, the bank cannot open
your box unless you are present.

Whenever you visit the vault to open your safe-deposit box
in order to examine the contents or to add or take out papers,
a bank official will fill out a card sr'mno th'lr vou nnened vour
box and stamp on it the time you |
entered the vault. In some banks
you may be asked to sign the
card to show that you were actu-
ally the one who did the open-
ing. This is done for your protec-
tion as well as that of the bank.
If a question even arises about
what happened, the record is
there to show the facts. After the
slip is signed, the officer accom-
panies you to the box and either
he opens it or both of you assist
in the unlocking. You then take
your box to a private booth where
you examine the contents and
do what you want with them.
When you are through, the box is
locked. The time when you leave
the vault is then stamped on the slip. Any member of your
family may have access to the box if you authorize it and their
signatures are placed on file.

Banks Collect Checks That You Deposiz. This is a very im-
portant service. Suppose you are carrying on a business in which
you receive checks from outside your community. You may re-
ceive a check drawn on a bank in your own city and one drawn
on a bank in a distant city. Naturally if you want to get the
money you take them to the bank and cash them. But how
does the bank get the money it has paid to you? Your bank is

Ewing Galloway

Safe-deposit boxes line the
walls of this bank vault and
provide a safe place to store
money and other valuables.
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a member of an association, called a “clearing house.” You de-
posit or cash your check at your bank. The bank then sorts out
all the checks it has received. It collects each day the money
due on those checks drawn on local banks. It sends to the
Federal reserve banks of its district or to a correspondent bank
in other cities those checks drawn on banks outside the local
community. In this way you are saved the bother of collecting
personally the sums due you and have the use of the money in

A certified check. Note the signature of the bank cashier below the
certification stamp.

the meantime, subject to the bank's collecting the check. If one
of the checks should prove to be worthless, you must make it
good to the bank.

Banks Certify Checks. If someone does not know you, they
may ask you to pay them for goods or services with a certified
check. What is a certified check and how is it obtained?

Let us say you are a homeowner and your family is planning
to move to a distant city and the mover does not expect to
collect until the furniture is delivered at the new home. He will
ask you to pay the agent with a certified check. You make out a
check in the usual manner and then take it to your bank and
ask to have it certified. The teller looks up your account to see
that you have this amount on deposit; the matter is then re-
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ferred to another bank official. If your account is O.K., the offi-
cial stamps on the face of the check “Certified” with the date
and the name of the bank. He then signs it and returns the
check to you. The bank deducts the amount of the check from
your account, and it becomes responsible for the payment of
the check. In other words, the bank has guaranteed that funds
are available to pay this particular check. The canceled certified
check is returned to you.

U.S.DOLLAR TRAVELERS CHEQUE

WHEN COUNTERSIGNED BELOW WITH
THIS SIGNATURE

v AT CURRENT BUYING RATE € oA
FOR BANKERS CHEQUES ON NEW YORK. [y

Courtesy American Express Company

Many banks and other organizations issue travelers' checks like the
one above which was issued by the American Express Company.

A cashier’s or treasurer’s check serves the same purpose as a
certified check. It 1s signed by the cashier or treasurer of the
bank. You pay the cash or it is deducted from your balance.
Then the bank issues the check and is therefore responsible
for the payment. Some savings banks will issue a limited num-
ber of these checks to their depositors without charge. Other
banks will charge 10 cents for each check. When the check is
canceled, it is returned to the bank which issued it, rather than
to you. However, under certain circumstances banks will give
you a receipt for the check or a photostatic copy of it.

You can see that such checks would be useful in many busi-
ness transactions.
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Banks Insure Deposits against Loss. During the depression of
the 1930’s, many persons lost money because banks failed and
were unable to repay the money in full. Banks carry insurance
against robbery and embezzlement, but depositors’ funds have
not always been protected. In 1935, the Federal government
established the Federal Deposit Insurance Corporation which
guarantees depositors against loss of their deposits up to the
sum of $5,000 in case a bank fails. Most banks now belong to
the Federal Deposit Insurance Corporation. If you see a sign
prominently displayed stating this fact, you will know that your
deposits are insured.

Banks Issue Travelers’ Checks. When you plan to take a
motor trip on your own to some distant place where you are
not known or to take a trip abroad, your personal checks will
be of little use to you. Naturally you won’t want to carry a large
sum of money on your person. The thing for you to do will be
to purchase some travelers’ checks from your bank. These are
good anywhere in the world, and you may purchase any
amount of them in convenient denominations. The bank
charges a small fee for the service, usually 75 cents for each $100
worth of checks.

When you purchase the checks, you will be required to sign
your name on each check in the presence of a bank official.
Whenever you wish to cash one you will be asked to sign your
name again in the presence of the person who cashes the check.
The two signatures are compared; if they are the same, this is
all the identification you need and you will receive your money.
These checks are issued by many banks and by the American
Express Company.

Banks Give Advice on Certain Matters. Bank officials will be
willing to give you advice on many financial matters that may
bother you and they may save you from making unwise deals
in the future. They can advise you about the wisdom of pur-
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chasing or selling real estate, the financing of a restaurant or
other business, the purchase of a furnace or other equipment,
and the making of wills. You should establish relations with a
good bank as soon as desirable so that you may use these worth-
while services.

How do banks earn their money? All the services rendered
by banks cost them money and they must charge for them if
they are to continue in business. Banks make most of their in-
come from loans of the money that depositors leave with them;
some of it comes from charges made for the various services
we have described.

Suppose you have have deposited $100 in your bank. Since
you will probably not call for all this money at once, the bank
can lend part of it to someone else and charge interest. As hun-
dreds of other depositors do the same, the bank has a fairly
sizeable sum which it may loan and from which it may earn
something. Out of these earnings it must pay the salaries of
officials and other employees, rent, taxes, insurance, cost of sup-
plies, and other expenses. If there is anything left, it is profit.

Banks earn money in several other ways. Some comes from
the rent of safe-deposit boxes or charging a service fee for the
use of checks, selling travelers’ checks, or other fees. The bulk of
their earnings comes from loans to merchants and others and
from investments in bonds.

Summary

Banks are institutions that originated in early times. At first
they were crude instruments of exchange. Gradually the func-
tions of accepting deposits, making loans, and safeguarding
funds were developed until we now have the modern bank,
which performs about every service any individual or com-
munity can desire.
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In the United States banks are chartered by the states and
by the Federal government. They are of many kinds intended
to provide for the needs of varying groups of people. There are
savings banks for those who wish to have their savings cared
for and to receive interest on them; there are commercial banks
and trust companies for the businessman and the individual;
there are cooperative banks to encourage thrift and home own-
ing. There is a bank for almost every need.

Without banks it would be difficult, if not impossible, to
carry on business in the community today. Likewise, the in-
dividual would find it inconvenient to carry on his daily affairs
if banks did not exist. Bankers provide services of a personal
nature as well as bringing borrower and lender together for
the benefit of all. Banks perform many services that will help
you to avoid pitfalls and mistakes in later life.

Questions for Discussion

1. In what ways do the services of commercial banks, savings
banks, and credit unions differ? In what ways are they the same?
Under what circumstances would each best meet your needs?

2. Show how your bank 'can safeguard valuables from loss. What
valuables do you think a family should store at the bank?

3. Explain the process of obtaining and using a safe-deposit box.
Is it worth the cost?

4. Explain how a bank collects the money due on a check that
you have cashed.

5. Explain the procedure of having a check certified. When would
you be likely to use a certified check?

6. Under what circumstances are travelers’ checks useful? How
are they obtained and used?

7. How do banks earn their money?
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8. Explain why it is safer to keep money in a bank than in your
home.

9. How do banks make it possible for you to pay your bills without
carrying much money about with you? Should this service be free
or charged to you?

10. Show in detail how a commercial bank aids the community
in conducting its daily affairs.

11. Discuss the advantages of the Federal Deposit Insurance Cor-
poration. Do you think of any disadvantages in the law?

12. Of all the services rendered by banks, which do you consider
the most essential to you? Give your reasons.

Practical Applications

1. If there is a clearing house in your community, your class may
wish to visit it or to send a committee who will bring back a report.
Even if there is no local clearing house, your banker can describe
one to you.

2. What types of banks are to be found in your community ? What
kinds of business does each one do? Are there any credit unions?

3. Find out how older members of your family or adults among
your friends chose the banks at which they do business. What factors
led them to prefer one bank to others?

4. If you do not already have some connection with a bank, how
soon do you think you should establish one? What are your reasons?

Problem

You will gain a better idea of how banks function and of the
services they perform if you visit one of these banks. Have your
teacher arrange for the class to visit the local commercial bank, or
if you live in a city, one of the large trust companies or national

banks. A bank official will be glad to take the class through the
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bank, if arrangements have been made in advance and if the class
arrives after banking hours. Observe carefully the various depart-
ments, and keep in mind what has been said in this chapter. Be
prepared to give a report covering answers to the following ques-
tions:

1. From what source did the bank get its charter?
2. Is it protected by the Federal Deposit Insurance Corporation?

3. What departments are there in this bank? What services does
each render?

4. Did you visit the safe-deposit vault? Were its functions ex-
plained?

5. What else of interest did you notice about this bank? Perhaps
while you are there one or two members of the class can open an
account or at least “go through the motions.”
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- HOW TO

OPEN A BANK ACCOUNT

The next step in getting acquainted with banks is for you to
open an account in the bank. Since the savings bank will prob-
ably be the first bank you will use, we will describe the pro-

cedure of opening a savings ac-
count first. Then we will take up
the manner of opening a check-
ing account in a commercial
bank. You will note several simi-
larities, the main differences be-
ing in the amount required to
start the account and the forms
used. The method of maintaining
an account, of withdrawing
funds, and of meeting service
charges will also be discussed.
How do you open a savings
account? Before opening an ac-
count in any bank you will usual-
ly be required to identify your-
self (or be introduced by some-

Courtesy Coronet Instructional Films

In opening a savings account
you will usually be required
to give references.

one known to the bank), give references, or show by some other
means that you are a proper person to have an account. The
opening of a bank account is really quite simple, but there is a
certain procedure that you must follow.

199
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You Must Sign a Signature Card. You will be handed a small
card, known as the signature card, to fill out. This should be
filled out with care and in your own handwriting. On it you
will give certain information: (1) your full name and address;
(2) your age, birthplace, and occupation; (3) the name of your
father and mother or guardian; (4) if married, the name of
your husband or wife; (5) the signature you will use in dealing

1 hereby agree to the By-laws of the
SPRINGFIELD INSTITUTION FOR SAVINGS

Sign here ,

lia_ 22

........,.w%wﬁ .L W
Wh%%

i Yt >

ncp:nu by WW

The names of parents are usually required on the signature card that
must be filled out when you open a savings account.

Courtesy Springfield Institution for Savings

with the bank. There may be variations to this in some banks,
but, in general, this is what the signature card contains.

This card is kept on file by the bank for further reference.
Some banks require fingerprints of their depositors for positive
identification. This is an added protection to you.

You Fill Out a Deposit Slip. After you have filled out the
signature card, you are ready to make your first deposit. You
will fill out a deposit slip, which contains the number of your
passbook, your signature, and the amount of money you wish
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to deposit. One dollar is sufficient to start the account, but any
amount above this may be deposited. Every time you make a
deposit you fill out one of these slips. It is better for you to get
in the habit of doing this yourself,

although in some banks the teller DEPOSITED IN
will do it for you. ﬂli:tntgnu mmmm
You Will Be Given a Passbook. Book No._26930)

Peter Hillis
December 10th 1947

When you have completed your |®
signature card, you will be given
a passbook, which is made out in
your name and bears the number

il

e
el

which you must use each time you 00"
deposit or withdraw money from | et s 1183,
the bank. This passbook contains Union Trust ales
the bylaws of the bank and your Boston 12

acceptance of it means that you
agree to abide by these regula-
tions. It also contains the names of
the officers of the bank and the
banking hours. It is a record of TOTAL 28/ 93
your deposits, interest paid on
your account, withdrawals, and
the balance of your account.

The passbook is important be-
cause it gives the complete record
of your account and is really a
contract between you and the bank. If you lose it, you should
notify the bank at once. The bank will then advertise the loss
in the papers for a certain length of time. If at the end of the
time the book has not been found, you will be given a new
book and the old one will be canceled.

You May Deposit Funds by Mail. If you live at a distance
from the bank or if it is not convenient for you to make deposits

Ty

Courtesy Clinton Trust Co.

This is one of several forms com-
monly used for deposits in a
savings bank.
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WS SAMPLE SAMPLE SAWPLE SAMPLE SAMPLT
1112:27-4% *1,000.00 |-*1,000.00 { A =¢
2247 L+500.00 |-+1,500.00 |B =1
3| 3-22-47=» 600.00 ree 900,007 =
+ T15-41 r 2% [rev 911,25 |4 =
s| 8-11-47 v#\#50,00 'os 961.25 | A =
o| 9-13-:47»+ 300.00 wwe 661257 =
2110-14-47 vl .00 [v+1,661.25 B =2
: sNOTJIC
10 THIS IS A SAMPLE
11
12
NOTIFY BANK OF ANY
CHANGE OF ADDRESS

13

14

15

16

17 /\

18

19

" (@)

21

22

23

24

ITIS AGREED THAT THIS ACCOUNT IS OPENED SUBJECT TO
THE RULES AND REGULATIONS OF

HUDSON CITY _SAVINGS BANK

JERSEY CITY, N.J.

Courtesy Hudson City Savings Bank

This is a sample page from a savings bank passbook.
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in person during banking hours, you may make your deposit
by mail. You should send your passbook when making such
deposits, but be sure to register your letter-at the post office be-
fore doing so. Generally speaking, it is not a safe thing to send

THIS WITHDRAWAL RECEIPT TO BE PRESENTED ONLY
BY THE DEPOSITOR TOGETHER WITH THE PASSBOOK
PASSBOOK NO._ 77432 X DATE

RECEIVED FROM
THE FRANKLIN SAVINGS BANK

BTN AVENUE AND 42nN0 STREET
NEW YORK 18. N. Y.

- $.50.25

SIGNATURE X
OF DEPOSITOR
(SIGN EXACTEY AS THE PASSBOOK READS)

13 Eaul dwencer

PRESENT P 7re
ADORESS _MM,_@

Courtesy The Franklin Savings Bank

TELLER

Both a withdrawal slip and the passbook must be presented when you
draw money from a savings account.

actual money by mail as it may be lost or stolen. Many savings
banks are open one or more evenings a week to receive deposits
from those who cannot come in during banking hours. Of
course, you may have some member of the family deposit the
money for you; but you should fill out the required items and
sign the deposit slip yourself.

Interest Is Added from Time to Time. Every six months, as
a rule, the bank adds interest to your account. At such times
you should present your passbook in order to have the interest
added and to have your book compared with the bank’s records.
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This is called “verification.” Some states require that all pass-
books be verified at least once in three years.

You May Withdraw Funds. Whenever you wish to withdraw
money from your account you must fill out a withdrawal slip,
which is really a receipt for the money which is paid you. Each
time you withdraw money it is entered in your passbook so that

SPRINGFIELD SAFE DEPOSIT AND TRUST COMPANY

T
oo
AUTHORIZED SIGNATURK OF

o | Alarode K sdcotl
Mdress /15 Serrr shhee

WMW Gorr

Buinew o /2 lssrrar

Date M 7, 1948

Courtesy Springfield Safe Deposit and Trust Company

A signature card. The depositor's signature on checks must agree
exactly with that on the signature card.

you may know at all times just how your account stands. You
may withdraw money any time you wish, although under cer-
tain conditions the bank may require you to give them 30 days’
notice. This regulation is usually enforced only in case the bank
feels that it might be to your advantage to reconsider your de-
cision, but it is rarely insisted upon today.

How does one open a checking account? The savings bank
is the place where you will keep your emergency funds; as a
rule checks cannot be written on savings deposits although
you may withdraw your money in the manner indicated above.
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Since you will probably want to pay some of your household or
personal bills by check, you will want to open a checking ac-
count in some commercial bank which permits you to deposit
and withdraw as you wish.

The procedure is much like that for opening a savings account

JOINT ACCOUNT

SUBJECT TO WITHDRAWAL BY EITHER

e Mol Thenl
Z'..." Woote Thentd

It is intention on lthe part of the depositors as named above, that deposits
made on their joint account in the Springfield Safe Deposit and Trust Company of
Springfield, Mass., if not withdrawn by either in the lifetime of beth, shall belong in
case of decease of either to the survivor.

Appress //4 ng&,ém ZZM, ﬁ %
BUSINESS WW %W

WITNESS ozg’l /948

FORM 116 IM-O'M

Courtesy Springfield Safe Deposit and Trust Company

Either one of the signatures shown on the signature card for a joint
account may be used on checks drawn on that account.

except that the amount required to start a checking account is
larger. Some commercial banks require at least $100 to open an
account; others require as much as $500. You will need to be
identified and to fill out a signature card that is simpler than
the one you fill out in a savings bank. It contains the signature
you will use in signing your checks. Compare the card repro-
duced on page 200 with the one shown on page 204.

How does a joint account operate?  Frequently two or
more persons wish to have a joint checking account, for ex-
ample, a wife and husband. When a joint account is used, both
persons may make deposits, and both may withdraw funds.
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The signatures of both parties are required on the card. A
sample card of this type is shown on page 205.

Joint accounts have advantages and disadvantages. One ad-
vantage is that in some states one party may have the use of the
funds without a lot of red tape and delay in case the other dies.
This can be important, for sometimes when a family head dies
his accounts are tied up for quite a while. The greater advantage
is simply the convenience of permitting either party to go
ahead with money transactions on his own. The disadvantage
is that when two persons write checks neither knows how much
the other may have drawn at one time. Also one may forget to
enter the amount in the checkbook at the time and the account
may become overdrawn. Of course, either may withdraw all
the money without the knowledge of the other. But for a sen-
sible husband and wife, who are reasonably careful managers,
a joint account may be the very best arrangement.

What you should know about checking accounts. When
you deposit money in the checking account, you will be re-
quired to fill out a deposit slip. This differs from that used by
the savings bank. The items on the deposit slip for a checking
account need a little explanation. Opposite the item marked
“Bills” you give the total amount of paper money you are de-
positing; opposite “Coins” you give the total of the silver and
other metal. When you list the checks, you are usually asked
to give the name of the bank upon which they are drawn, or
the name of the city in which the bank is located if other than
your own.

Bankbook. After your account has been accepted you will
probably be given a bankbook, although this is not always done
unless you are a businessman. In this book only deposits are
entered as they are made, while both withdrawals and balances
are written into a savings-account book.

After you make out your deposit slip, you present it to the
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teller with your money and checks, together with your bank-
book. He will then enter the amount in your book. This serves
as a receipt. If you send your deposit by mail, you will receive
a receipt by mail. You should keep this receipt and present it
the next time you are at the bank
so that the mail deposit may be ———
entered. Do not enter any items THE GUILFORD NATIONAL BANK
in the book yourself. .

The loss of a bankbook is not | —Jemami, .8

so serious as the loss of a pass- (I
book of a savings bank, which | .. e
contains a complete record of | s also
. . . TR AT TSI

your savings. It is not so essential

. Union Trust 640
to have a bankbook now as it P rale
once was because banks send you | —Beltimore | 4pls0

a monthly statement of your ac-
count. However, even though you
have no bankbook, it is a good
plan to make out a duplicate de-

posit slip each time and have it 0

receipted by the bank. You can | omomu weas] 7308

use this receipt if you find an er- e

ror in your monthly statement. Courtesy The Guilford National Bank
Monthly Statement. 1‘\t theend qpicica deposit slip of the type

of each month you will receive commonly used by commer-

from the bank on request a com-  ¢jal banks.

plete statement of the condition

of your account at that time. In addition, you will receive all
the checks that the bank has paid for you during the month.
These canceled checks should be kept for a while, since they may
be used as proof that you have paid certain bills and that the
person to whom they were paid has received the money. His
endorsement on the back of the check shows this.
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The monthly statement contains the following items: the
balance carried forward from the previous month; the separate
deposits made by you during the month with date of each
deposit; the individual checks paid by the bank and the date
each was paid; service charge if any; and the balance left in
your account at the end of the month.

ovarsmany MR, JOHM DOE,
accouny ©/o GENERAL DELIVERY,
or AUSTIN, TEXAS.
wirn THE AUSTIN NATIONAL BANK, AUSTIN. TEXAS Lasr “,':"'“"'."‘“"I'I'li"“‘l e
oare CHecas 1n BETAR rouTs oant aance
BALANCE CARMED PORUASS 700 LAST S1aTENeNt B
50000 NG 17
NS 247 2000~ 3.00- 500 G ;-:1 2?2%2:
307 3000= 5000~- 600 e 397 386004
XU 3000~ MG 67 356004
~G 847 15000~ NG 87 206004
NG3 07 20000= 2000~- 400¢ G107 1800w
u‘éxs‘n 1000- 6000 NG 547 3200
197 1000~ MG 197 22008
x:g:; 200~ 300- G2 57 17004
1000~ 2
63047 1000= 500~ soof o000 mg%::; 2:3::

Courtesy The Austin National Bank

The bank statement sent out each month with the canceled checks
provides a complete record of receipts and payments.

The form of monthly statements used by banks is not the
same in all cases. In general, they all contain the same items
arranged to suit the particular bank. Here is a sample of such
a statement.

Checkbook. The bank also furnishes you with a book con-
taining blank checks with stubs. The checkbook is for your

convenience in drawing money out of the bank or for paying
bills. Certain rules should be followed in using the checkbook



How to Open a Bank Account 209

and these are explained more fully in the next chapter. When-
ever you write a check, you should be sure to make the proper
entry on the stub corresponding to what is on the check; the
stub is at the left of the perforation. Then tear off the check on
the right of the perforation, and mail it or cash it. The stub is
your record of the transaction. On page 218 you will find a
check with accompanying stub properly filled out.

How Do You Check a Bank Statement? The monthly state-
ment is sent to you so that you may check it against your stubs
and your balance as shown in your checkbook. When you com-
pare the bank statement with your own records to see if they
agree, you are “reconciling” the bank balance. Many monthly
statements contain directions to follow for this process.

It is quite possible that the balance on the bank statement
does not agree with the balance in your checkbook. This may
be due to the fact that you made a deposit on the last day of
the month which did not get entered in the statement or that
one or more checks you have drawn have not come back to the
bank for payment yet. The balances may not agree because you
forgot to enter a check that you drew or because you made a
mistake in subtracting the amounts of certain checks from your
balance or in adding deposits to your balance. It may, of course,
be possible that the bank has made an error. In any event since
you want to know just where you stand each month, you should
adopt the following method of finding out. The method is quite
simple and involves only elementary arithmetic.

When you receive your monthly statement, the first thing to
do is to compare the deposits and check items on the statement
with the record in your checkbook. If you find that you failed
to enter a check on the stub or failed to record a deposit, you
should enter it at once and correct your arithmetic.

The next step is to see if there are any checks outstanding,
that is, whether you drew checks which the bank has not yet paid.
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If there are any, the amount should be added and the total
added to your balance in your checkbook. Then subtract any
deposits that might have been made after the bank statement
was made up. This should make your balance agree with the
balance the bank claims you have.

To make this clearer, let us illustrate from the sample state-
ment on page 208. The bank statement shows a balance of
$4.00. But the check stubs show a balance of only $2.45 at
the end of the month. When the depositor compares the can-
celed checks with his check stubs, he finds that a check for
$1.55 has not been paid. When he subtracts this sum from the
bank balance of $4.00, he finds that it equals $2.45, which is
the balance shown in his checkbook. Or he could add the $1.55
to his balance of $2.45 and have it equal the §4.00 that the
bank statement gives. This is as it should be and shows that the
statement of the bank and the checkbook agree.

Is a checking account expensive? There was a time when
a checking account cost nothing to maintain. Perhaps someone
in your family can tell you about the time when banks urged
people to use these accounts for the payment of household and
other bills. The banks did this because they assumed that they
would be able to earn more than enough by lending this money
at interest to make up for the expense incurred in taking care
of the account. This did not prove to be the case, and the banks
began to make a charge for handling checking accounts. This
charge was called a “service charge,” which you will see marked
with letters “SC” on your monthly statement whenever you
incur this expense. The amount the bank charges depends on
how many checks you draw, on how much you deposit, and on
how much your average monthly balance is.

Many people make one deposit a2 month and draw many
checks against this deposit to pay small bills. It costs the bank as
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much to handle a check for $1 as it does a check for 1 million dol-
lars. Likewise, every deposit made means work for several clerks
and bookkeepers. If you make many deposits in a month, the
expense is increased. If you happen to be a person who makes
only one deposit a month and draws few checks, the bank can

Courtesy Yon Riegen and This Week

"My checks keep coming back marked 'No Funds.' What's the matter?
Is the bank broke?"

lend your money and earn something to offset the handling of
your account. If it cannot do this, it must charge you for the
service since it is handling your account at a loss.

In some banks if your monthly balance remains above $100
and you draw only a few checks during the month, you may not
be required to pay a service charge. Other banks require a
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larger average balance than $100 and permit fewer checks to
be drawn before imposing a charge. The practice varies with
different banks. But, in general, it is only when you cause the
bank extra cost that you are required to pay the service charge,
which is sometimes $§1 a month and sometimes more. Banks
determine the activity of accounts by analyzing them and then
set the charge.

When you consider how much the banks do for you and the
fact that they have expenses like any other business, you will
be able to see the justice of their charges, even though you may
decide at some time that the expense of a checking account is
too great for your income. Your bank charges you nothing for
checkbooks, deposit slips, passbooks, counter checks, and the
monthly statement. On the other hand when you deal with a
dcpartmcnt store, you know that items similar to these are
included in the price of the articles you buy.

What is a metered check system? There came a time,
however, when many people felt that a checking account had
become too expensive, and they withdrew their accounts from
the banks and paid their bills by cash. But this was not always
convenient when the person to whom the money was owed
lived at a distance. Banks also found that they were losing
good customers. Therefore, in order to provide banking facili-
ties for those who could not maintain balances large enough to
cover the cost of the account, many banks adopted a new
system.

It has been called the “metered check system,” although there
are many other names given it. Under this system you pay for
each bank transaction, just as you pay for money orders at the
post office. Some banks make a charge of 10 cents for each
check drawn or deposited; others make a small charge for
deposits and sell a checkbook with 10 or 20 checks for $1 or
more. Under this plan you need not have any balance at the
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bank; you may carry any small amount. You pay for what you
expect to use.

Some of the names used for plans similar to this are Special
Checking Accounts, Thrifty Check Plan, and Registered
Checks. The use of the registered check is quite simple. If you
wish to pay a bill of $10 in a distant city, you go to a bank that
issues this kind of check and pay 10 cents for a check. This check
contains a stub. You fill out both the stub and the check just as
you would if you had a regular checking account. Then you
present the check with the money to the clerk who stamps it
with the name of the bank and gives it back to you to mail. You
retain the stub for reference later if needed. The check now
becomes the obligation of the bank and is returned to the bank
when paid. Should there be a dispute about the payment of the
bill, you can go to the bank, present the stub, and receive the
canceled check as proof that the bill was paid.

Is a checking account worth while? After thinking over the
services that banks render and the charges they make, you will
have to make up your own mind as to whether you will open
a checking account or not. If you compare the cost of a regis-
tered or metered check, for example, with the cost of a money
order, you will find that you save money by using a check.
There is only one charge for a check no matter what the
amount. This is not so with a money order.

Your canceled check serves as a receipt for the payment of
a bill, while a money order does not come back to you and it
is not always easy or convenient to have such an order traced to
see if the money was received.

There are other advantages in having some sort of a checking
account. It makes it unnecessary for you to carry large sums
with you; it is a convenient way to pay bills; and regular sav-
ings in a commercial bank help you to maintain a good credit
standing in your community.



214 How to Use Banks

Summary

Opening an account with a bank is a rather simple procedure
and yet it calls for care. Certain forms are used in order to
make work simpler for the bank and to protect you and the
bank. These forms differ slightly between the savings bank and
the commercial bank, because the banks are used for different
purposes.

Because banks are under great expense in conducting their
affairs and because they furnish essential and convenient serv-
ices to customers who do not keep balances large enough for
the banks to earn money on them, they make charges. These
charges depend on how much the account is used during the
month, but they are not high when considered according to
services rendered.

Banks now have made it possible for persons who are unable
to afford a checking account to make use of the service of
checks through various plans, such as the Registered Check
Plan, the Thrifty Check Plan, and others. These plans are
operated at a minimum cost to the users and give the benefits
that come from paying bills by check.

Checking accounts are worth while because they enable you
to pay bills quite easily and obtain a receipt for the payment of
the bill. Checks also make it possible to send money to distant
places at a reasonable cost. Checks are used commonly today
in almost all transactions. A person who does not avail himself
of the opportunity of using checks may be at a disadvantage at
times. By using good judgment in making deposits and
drawing checks, you can escape some of the service charges and
still enjoy all the advantages of a checking account.

Questions for Discussion

1. What information is called for on the signature card of a sav-
ings bank? Why is this information so detailed? Why must you be
identified before you open an account with a bank?
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2. Explain what a passbook is and why a savings-bank passbook
is so important. Why is it important to have your savings-bank
passbook verified from time to time?

3. Explain the procedure in opening a checking account. How
does it differ in the case of a joint account? Under what conditions
do you think a joint account is a good thing?

4. What is the purpose of the monthly statement issued by com-
mercial banks? What does it contain, and what should you do with
it? Explain by example how a monthly bank statement should be
reconciled with your records.

5. What important services do savings bank render you? Do these
services cost the bank money? How do the banks earn the money to
cover these costs?

6. Why do commercial banks charge for their services while the
savings banks do not?

7. Only a short time ago banks were urging small depositors to
make more use of checks. Now they make a charge for this service
on the ground that many of the accounts are carried at a loss. Do
you think the banks are justified in making this charge? Give your
reasons.

8. Discuss the conveniences and inconveniences of checking ac-
counts.

9. Explain how the accounts of some depositors mean a loss to the
bank while others mean a gain.

Practical Applications

1. Secure samples, from a bank or from families represented in the
class, of the forms commonly used in dealing with a bank. Get
acquainted with each and learn how to use it correctly.

2. One of the advantages of using a checking account is that the
canceled checks serve as receipts. Since this is true, what should you
do with canceled checks?
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3. Why is it much easier to reconcile a bank statement if you do
it promptly than if you wait a week or two?

4. Find out from your family or from friends approximately how
much it costs per month to maintain a checking account. How can
they hold the cost low?

5. If you know people who maintain checking accounts and others
who do not, find out their reasons in each case. Try to evaluate
these reasons to see which is better.

Problem

Go down to your local savings bank, and ask for whatever printed
literature it has that deals with the things discussed in this chapter.
Find out what per cent of interest the bank gives its depositors, their
method of opening an account, and how money is withdrawn. Then
go on to a local commercial bank and ask for literature on the same
issues. Compare its rate of interest and the cost of service charges
for a checking account, with the interest rate of the savings bank.
Then when you have all the pertinent information about the two
banks, study it and write out a list of the advantages of each. Which
do you think would be of the most use to the various people you
know: your mother, your dentist, the drugstore owner, the school
janitor, etc.? Tell why.
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USE BANK CHECKS

Don’t you find that your need for managing your own finan-
cial affairs is increasing quite rapidly? Even if you have no
need or desire for a regular checking account and prefer to
use one of the plans suggested in the last chapter, you will
soon find it helpful to know certain facts about using checks.
That is the purpose of this chapter. It should be understood at
the outset that banks vary somewhat in their regulations about
checks. We shall follow the common practice of the larger
banks. From your local bank you can soon learn what changes
may be necessary.

What Is a Check?

A check is @ written order by a depositor directing his bank
20 pay a certain sum of money to a third party on his order. A
check may be made out to “bearer,” to “cash,” to yourself, or
to a specific firm or individual. It may also be used to draw
money out of the bank for personal use or to pay debts locally
or in any part of the country.

It is quite common to speak of checks as money; this is not
surprising when we know that a check passes almost every-
where as money. But in the strictest sense checks are not money
but a substitute for it. We use them instead of real money when

217
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we pay bills or send money to some distant place. They can be
sent safely through the mail and serve most of the purposes
of money.

Who Are the Parties to a Check?

There are three parties to every check. These are called the

“drawer,” “the payee,” and the “drawee.” The drawer is the
o XE | e
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Courtesy Springfield Sate Deposit and Trust Company

The check and stub should be filled out at the same time.

person who writes the check ordering the bank to pay money
and signs his name to it. The payee is the person or firm to
whom the check is made payable, the one who is to receive the
money. The drawee is the one upon whom the check is drawn,
the bank. You will recognize these three parties in the illustra-
tion on this page.

If you examine the check shown in the illustration, you will
notice certain things. The drawer of the checks signs his name
in the lower right-hand corner; the name of the payee appears
after the words “Pay to the order of”; the name of the drawee,
or bank, is printed across the top of the check. This is the
common form for commercial or personal use.

How Are Counter Checks Used?

It sometimes happens that when you wish to withdraw
money you have no checks with you when you go to the bank.
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In this case you make use of special forms found in the racks
or desks in the bank lobby for your convenience. These are
called “counter checks.” Such a check is shown on this page.

If you compare this check with the personal check, you will
notice some. differences. The counter checks are really not
checks at all but merely receipts. They are of no value to any-
one except the depositor and cannot be used outside the bank.

Courtesy Clinton Trust Company

Counter checks are provided by banks for the convenience of the
depositors who may not have checkbooks with them.

You will note that the sample counter check has printed on it,
“To be used only at the counter of this bank and by the
depositor personally.” Counter checks of other banks carry
similar notations.

If you should ever use a counter check, you should be sure to
make a note of the amount of the check and enter it on the
stub of your checkbook as soon as you get home. If you fail to
do this, you may overdraw your account and be embarrassed.

How Is the Checkbook Used?

A checkbook contains a number of checks bound together
and so printed that you are saved much time in making them
out. Checkbooks come in various forms, some having three
checks to a page and others only one. As we explained in the
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previous chapter, with each check there is a part called the
“stub,” joined to the check by a perforated line. This perfora-
tion makes it easy to tear out the check after you have written it.

Here, for emphasis, we repeat some important facts about
stubs. The sz« is bound into the checkbook in such a way that
it remains there. It is essential that it should be filled out
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Voucher checks that provide for a complete listing of the items cov-
ered by the check are widely used by business firms. The firm name
is often printed in the space at the top.

before you write the check itself. The stub contains the same in-
formation that is on the check and is your record of the transac-
tion. On the stub you carry forward your balances so that at
the end of the month the stubs serve as a means of reconciling
your records with those shown on the monthly statement.

How Should Checks Be Written?

Bankers report that large numbers of checks come to them
daily which are improperly made out in some respect. When
you recall that your check directs the bank to pay out of your
account a certain sum of money, you will realize why it is
important to use care in drawing checks. Here are a few direc-
tions to help you write checks properly.
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All checks should be written in ink. You can easily see the
reason for this. If you write a check in pencil, it can be changed
quite easily. If the amount has been changed, the teller will
pay whatever amount the check orders him to do. The bank
then deducts this amount from your account. You may not
learn of this until the end of the month and it may then be too
late to do anything about it. Therefore, write your checks in
ink and protect yourself. At the same time this may prevent
the bank from getting into a difficult position. Writing checks
in ink does not guarantee that your check will not be changed
by someone. But to aid you the banks have their checks made of
a special kind of paper on which erasures and alterations are
quickly detected.

Checks should always be dated correctly. If you look at
a check, you will see that a special place is provided for the
date, which should be written clearly and be the same as the
one on the corresponding stub. It includes the month, day of
the month, and the year. You should date your check as of the
day on which you write it. However, there are some people
who choose to date some of their checks ahead, and these are
known as “postdated” checks. For example: suppose that you
write a check on June 25 and date it June 30. Such a check will
not be paid by the bank before June 30. Banks do not like
postdated checks, and you should not write such checks if it
can be avoided. If it ever becomes necessary for you to post-
date a check, make sure that the person to whom it is to be
given agrees to it, for he cannot collect the money until that
date.

Numbering checks is convenient. A place is provided on
each check for a number, and the stub also contains a place for
the number. These numbers should correspond. It is not com-
pulsory to number your checks and some people do not do it.
But you will find it a convenience to have consecutive numbers
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for comparing checks and stubs when your monthly statement
is received. It is also useful in case you ever wish to stop payment
on a check. The meaning of stop payment is given later in this
chapter.

The payee's name is important. The next step is for you to
name the payee. Checks are usually made payable to an indi-
vidual, a firm, to “cash,” or to “bearer.” Checks made out to
cash or bearer can be cashed by anyone who happens to come
into possession of them. This is one reason why you should
be careful in writing these kinds. The safety of a check lies in
the fact that it can be cashed only on the order of the payee.
If you intend to cash the check at once, it is safe to make it
out to “cash.” Sometimes people make checks payable to “the
bearer” thinking this will do away with the need to be identi-
fied before a check can be cashed. Banks require all strangers
to be identified before they cash their checks. It is just as easy to
make a check payable to a person and it may save you much
trouble and inconvenience.

Write the amount of the check with care. You will note
that the amount of the check appears twice. In one place you
write the amount of the check in figures and in another in
words. The amount in figures should be written as close as
possible to the dollar sign in order to prevent it from being
altered by the insertion of another figure. The amount in cents
should be written in small figures and in the form of a frac-
tion, as *%oo. If there are no cents, write the fraction no/100.

You should use much care in writing the amount in words.
Begin the writing at the extreme left end of the line provided
for this purpose. If the words do not fill all the space, draw a
wavy line heavily across to the word “dollars.” This makes it
more difficult for anyone to alter the amount. If the check is
for several dollars and a few cents, write the cents as a fraction
as close as possible to word “dollars.” If the amount of cents
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is less than ten, write the fraction with a zero before the nu-
meral, for example, ®%0o0.

It is not usual to write checks for less than $1; certainly it is
not wise to do so. But if you find that you have to do this, it is
well to use the word “only” before the written amount. A
sample of such a check is shown here

Courtesy The First National Bank of Hartford
If it is necessary to draw a check for an amount less than one dollar,
do it in this manner.

It sometimes happens that the amount in figures does not
agree with the amount in words. Legally, the amount in
writing is considered the correct: amount; in practice, the
bank pays the amount in figures. If the difference is great, the
bank will not pay the check until it is satisfied which amount is
correct. :

Your signature is very important. The last thing you do in
making a check is to sign it. It is extremely important that you
use care in signing your checks. You gave the signature you
would use when you opened your account. This is the signa-
ture you should always use if you wish to avoid trouble. If
you vary your signature, the bank may refuse to pay the check.
The bank has authority to pay only those checks that you have
signed. If someone else signs your name to a check—a serious
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crime called “forgery”—and the bank pays it, the bank must
stand the loss. The bank desires to serve you in the best and
safest way and asks that you adopt a particular signature and
use it always in writing checks.

What happens if a check is altered? A check that has been
changed as to amount, or in any other way, is known as an
“altered” check. These checks give much trouble to banks and
to depositors. Banks are held responsible if they pay out more
money than the drawer of the check ordered paid. But if it can
be proved that the drawer of the check was careless in writing
it so that it became an easy matter to alter it, the law does not
hold the bank responsible. Therefore, you can see that it is up
to you to make out checks so that they can’t be altered or
changed.

Endorsement

Checks are transferred by endorsement. When a check
comes into your possession, there are several things you may do
with it. You may deposit it to your account in the bank, you
may cash it, or you may pass it on to someone else. Before you
may do any of these things you will be required to write your
name on the back of the check. This is called “endorsing” and
your name on the back is an “endorsement.”

Why are endorsements required? Endorsement is required
by the bank in order that it may prove, if necessary, to whom
the money was paid. Persons who draw checks find endorse-
ments useful, too. All checks are made payable to “the order of”
some third party. This means that the bank will not pay out
money unless someone has ordered it to do so. It will not pay
out money from your account at your oral request, say, by
telephone. Only a check will serve this purpose. If the bank
paid out money on an oral request, and a dispute arose later,
the bank would have no proof that it had paid the right person
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or the right amount. If it has your order to pay $10 to Samuel
T. Nelson, for example, Mr. Nelson must endorse the check
before he can receive the
money. This is proof that
the bank has paid the

right person—one reason
why endorsements are re- /@/ %
quired. ,

Endorsements aid you
as well as the bank. You
may have paid a bill by
check and mailed it. At
the end of the month this
check comes back to you
endorsed by the mer-
chant you have paid. If
the merchant later sends
you a bill for the article
in question, generally you
have only to show his
signature on the back of

the check to prove that )% A W %

the bill has been paid.
Where should the en- .

dorsement be written? W %‘/'(OW
Your name written any-
where on the back of a %&@U% Z z ﬁ
check is an endorsement ’ )
and is legal. However, it ’

is more convenient for .
the bank teller if you en-

dorse on the back of the
check near the left side. Endorsement in full.

Endorsement in blank.
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A simple method is to place the check facing you as you write
it; then turn it over and write your signature near the top.
How may checks be
endorsed? A check must
be endorsed exactly as it

% was made out by the
e/ W % writer, that is, if Walter
H. Martin receives a
4@/ 2 : check made out to W. H.
Martin, for example, he

should endorse it “W. H.
Martin.” It would not be
sufficient for him to en-
dorse it as “Walter Mar-
tin” or even as “Walter
H. Martin.” If your name
is misspelled on the face
of the check, you should
first endorse the check with the misspelled name and then
write your correct name.

What responsibilities does an endorser assume? It may be
a serious matter to endorse a check because it means that you
guarantee payment. Thus, if you receive a check for $50 and
endorse it before you deposit it and if it is later found to be
forged, you will be called upon to make good the money to
the bank. If you have passed the check on to someone else after
endorsing it, the receiver could hold you responsible for paying
the $50. The same would be true if you passed the check to
someone else by endorsement and it turned out that there were
no funds in the bank to cover it. Can you see why you should
exercise great care when you endorse checks, especially if you
endorse a check to favor a friend ?

What kinds of endorsements are there? Endorsements are

Restrictive endorsement.
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of several kinds, many of which you will probably not have
occasion to use. There are three forms, however, with which you
should be familiar.

Endorsement in Blank. This form is used oftener than any
other. You endorse a check in blank when you write your name
only on the back of it. The effect of such an endorsement is to
make the check payable to any
person who receives it after-
ward.

Endorsement in Full. This is
sometimes called a “special” en-
dorsement. The endorsment in
full contains the name of the
person to whom the check is
made payable, called the “en-
dorsee,” and cannot be further
transferred unless the endorsee
himself also endorses it. Such an
endorsement contains the words
“Pay to the order of,” and is
safer to send through mail than an endorsement in blank.

Restrictive Endorsement. This form is most often used when
you wish to deposit checks by mail. It restricts the use of the
check to the purpose indicated by the endorsement. If you write
the words “For deposit” above your signature on the back of
the check, the check can be used only for deposit. A restrictive
endorsement prevents a check from being transferred to any-
one else.

When Should Checks Be Cashed?

It is always a good plan for you to deposit or cash checks
as soon as possible after receiving them. The general rule in
banks is that a check should be cashed at any time during the

PAY WITH CHECK
To trace the route of a check,
start at the top and follow the
arrows in order.
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business day following that upon which it was drawn. Banks
are unable to enforce this rule, but you should follow it for
your own benefit. There are several reasons why this is a good
practice

If you receive a check and neglect to deposit or cash it for
several days and if in the meantime the person who drew the
check dies, you may be put to much trouble. According to law,
the bank in this case may refuse to cash the check until the
court authorizes it to do so. This may mean a long wait for you.
Again, if the bank should fail before you cashed the check, you
might lose your money. Finally, the person who gave you the
check may have overdrawn his account before you presented
the check for payment. This will mean more bother and per-
haps some loss. Be wise, then, and cash or deposit checks as
soon as you can after you receive them. This will aid you as
well as the bank.

May You Stop Payment on a Check?

Some time you may make out a check and discover after you
have mailed it that you made an error in writing it. You may
have put in the incorrect amount or have made it out to the
wrong person. You may have changed your mind about paying
the bill as called for. Or the check may have been lost in the
mail. How can you stop payment on such checks?

The thing for you to do is to notify the bank at once and
fill out a stop-payment order furnished by the bank. Banks
have different forms for this purpose; the one illustrated is
fairly common and will serve to show you what information is
called for.

In calling the bank to stop payment, give the number, date,
name of payee, and amount of the check. Then go to the bank
as ‘soon as possible, and fill out the form or ask the bank to
mail it to you. This form is handed to the teller who compares
it with checks as they come in so that the check in question may
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164-18M-1.48

New York,. DRLRwm ber ... ¢ p S . 19.!'7

CORN EXCHANGE BANK TRUST COMPANY
Gentlemen:

Draft Please stop payment on
CheckNo. F.H.. 27662 fues. 4. 15 ...

Note

dated..Dacoaatoer: ..., fo*. 14."‘7 ..drawn by me to the
order of .. £ €. QO Lo tAe o -

and I hereby agree to indemnify Corn Exchange Bank Trust Com-
pany against any loss resulting from non-payment of the said check
Should you pay this check through inadvertency, or oversight, it is
expressly understood that you will in no way be held responsible.

Yours respectfully,

IF ANOTHER CHECK 1S TO BE ISSUED,
PLEASE USE DIFFERENT NUMBER ... ccvvc s+ et oo

AND DATE.ocmse e

Date Received..Reatambiec. 027, . Noted by:

Tellers.....Yetex Nareis.....
Time Received 10° 40 AM. . . . /«,«w .A’cmlmz e
current work
checked.... vt v

Certification Clerk. ... e
Adjuster. + wwwme  Bookkeeper. YA Un @W...

Signature to above order must correspond to that on file with the Company

Courtesy Corn Exchange Bank Trust Company

A stop-payment order, such as this one, is sometimes necessary.
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not be paid. The bank does not guarantee to stop payment. It
simply agrees to use its best efforts to avoid payment of the
check in question. If the bank has done its best to stop payment
and has failed, you cannot hold the bank liable for its payment
to you. Sometimes banks may ask you why you wish payment
of the check stopped.

Summary

A check is a convenient means for paying bills anywhere.
It is a written order by one who has funds on deposit directing
his bank to pay money out of his account to a third party. It
is important that you observe certain rules for writing and
using checks in order to save yourself embarrassment and
possible loss of money.

You should write your checks in ink indicating the amount
clearly so that there can be no question about it and so that no
one may be able to alter the check in any way.

Checks are passed from person to person by endorsement.
There are three kinds of endorsement that you should under-
stand. One of these is endorsement in blank, which is a com-
mon method but which is sometimes risky because it makes the
check payable to anyone getting possession of it; another is
endorsement in full, which is less common but safer because it
makes the check payable only to the party indicated; finally,
the restricted endorsement, which limits the check to specific
uses and makes it impossible to pass it from person to person.

You should cash or deposit your checks as soon after receipt
as possible in order not to lose money or be put to a lot of
trouble. Finally, you should learn how to stop payment on a
check should you ever need to do so. All these precautions are
for your protection primarily, but if followed they will save
the bank a great deal of difficulty and make it possible for it
to serve you more efficiently.
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Questions for Discussion

1. Would a check written on a piece of wrapping paper be good?
Why, or why not?

2. Discuss the usefulness of endorsements both to you and the

bank.

3. Discuss the possibilities of risk in making checks to “cash” or to
“b ”
earer.

4. Discuss the reason why the bank requires a written order to
stop payment on a check. Must the reason be a strong one? Or may
you stop payment for any reason whatever? Is the bank obliged to
stop payment if you request it?

5. Discuss the advisability of cashing or endorsing checks for
strangers.

6. Can you give reasons why you should refuse or consent to
endorse checks for friends ?

7. Why should the bank have to make good when it cashes a
forged check? Are there any exceptions to this rule?

Practical Applications

1. Suppose that you wish to order an expensive appliance from a
distant company and to get prompt delivery. Not knowing you, the
firm may hold up shipment until the check has proved good. What
can you do to avoid this difficulty?

2. Suppose that you are a businessman and wish to send your
secretary to the bank to deposit a group of checks. How should you
endorse them for greatest safety?

3. Someone endorses a check and passes it on to you at a time
when you cannot promptly go to the bank and cash it. Since you
may have to carry it a day or two, what sort of endorsement should
you prefer him to use? If he uses a blank endorsement what can
you do about it?
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4. What can you do when writing a check to make it difficult to
alter?

5. What happens if you overdraw your checking account?

Problem: Kinds of Endorsements

The Institute National Bank received a check that bore the en-
dorsement shown below.

1. To whom was the check drawn?

. What kind of an endorsement did Sam Thomas use?

. To whom did this endorsement transfer the check?

. What kind of endorsement did George T. Anderson use?
. What was the effect of this endorsement?

. What kind of an endorsement did Nelson Baker use?

N O 1 a2 W N

. What effect did this endorsement have?

8. Which of the above endorsements made the check nontrans
ferable?

/2, L orler/
o
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Sooner or later just about everybody runs into a “personal
depression” when he needs money desperately. Your younger
brother feels that it is a matter of life or death whether he gets
the price of the bicycle he needs for his paper route. Your older
sister just has to get the money somewhere to continue in college.
There are many unforeseeable events that seem to strike
families like lightning out of a clear sky, for. example, sudden
illnesses or business reverses.

When such times come, the ability to borrow money may be
a lifesaver. One needs to know in advance where he can borrow
and how to go about it, or he will not do it competently when
he is excited or emotional.

Credit, however, is not merely an emergency affair. You will
want to use it from choice in certain cases. For example, few
people would own their homes if everyone waited until he could
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pay cash in full. For students, borrowing to get more special train-
ing may be profitable. Sometimes families can seize upon excel-
lent bargains, perhaps in furnishings or electrical equipment, by
borrowing or buying on time.

Credit can be a very #seful instrument. The only trouble is
that, like a sharp knife, it is also a dangerous instrument if it
is not used skillfully. People get into all sorts of trouble by
abusing their credit. The girl down the street buys too many
clothes because it seems that paying later will be easy. A young
man in the neighborhood pays a high rate of interest on musical
instruments that takes a good part of his money. A group of
ignorant people borrow money and let themselves be victimized
by loan sharks. The family next door loses the money they put
into installment payments for living-room furniture because
they can no longer pay and the furniture is taken back by the
seller.

Therefore, in this unit, we need to learn something that all
consumers need to know: how to use credit wisely, safely, and
economically, and how to keep it from hurting us.



@W /6. CREDIT AND

YOUR ATTITUDES TOWARD IT

A great deal of business today is conducted on a credit basis.
While there are several kinds of credit, we are interested here
only in the kind that you as an individual, or as a member of
a family, will use at some time during your life. This kind of
credit is known as “personal,” or “consumer,” credit. Just as
all businessmen have occasion to use credit every day, so you,
too, will make use of it in your daily transactions.

What Is Credit?

Credit means the ability to obtain something of value now
for a promise to pay in the future. Does your school give you
permission to buy a season ticket to football games on some sort
of credit plan? Perhaps the entire cost is §1 but if you pay 25
cents you may go to the first game. By credit terms you have
obtained something of value and promise to pay for the football
ticket in quarterly installments. Another form of credit is a
charge account at a store, for instance, you may buy a sweater
while shopping with your mother and she may ask the clerk
“to charge it.” Getting the garment now and promising to pay
for it by the tenth of next month is a form of credit.

The need for credit is illustrated in every home. Food, fuel,
clothing, and other supplies are needed steadily in all families,
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but payday does not come every day and sometimes not every
week. To get some of these things when you need them means
giving a promise to pay for them later. Frequently, too, it is
simpler “to charge” small items and pay for them all at one
time, because then you do not have to carry much money with
you. If it were not for credit, many individuals and families
would suffer great inconveniences and hardships. It is credit
that makes it possible for those who do not have ready cash or
do not keep much of it around to obtain what they want when
they need it.

Upon What Is Credit Based?

Why do you lend your friend Peggy carfare or money for
lunch? Why do you work for an employer and wait a week or
a month for your pay? Because in both cases you have con-
fidence that Peggy and your employer will pay you what they
owe. Without confidence, banks would not lend to businessmen,
homes could not be built on borrowed funds, and bonds would
not be bought.

In fact when you ask for credit, you will be considered in the
light of the “3 C’s”: capital, capacity, and character. If you lend
Bob, a classmate, enough money to buy a necessary school
article, you ask yourself these questions: Will Bob pay it back
because he always tells the truth (character) ? Does he or his
family have the money to pay it back (capital) ? Or if he can’t
get the money at home, can he work and earn the money
(capacity) ? You will be judged in the same way by friends,
storekeepers, bankers, and moneylenders.

A Good Credit Rating Is a Valuable Asset

One of the most important things you could do after you
begin to earn money is to establish a good credit rating. You
have been doing this to some extent in school. You are building
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character and inspiring confidence in others daily. If you have
paid your club dues or home-room fees promptly, if you have
pledged a certain sum to pay at intervals for the support of
your church or community chest and have met the obligation
on time, you are getting known as a “good guy” who pays his
bills.

When you leave school, you will have more and larger respon-
sibilities, and with them will come greater and many more uses
for money and credit and a good credit rating.

Employers, too, are more likely to offer a position of responsi-
bility to you if you have a good credit rating. Businessmen feel
that if you take your debts seriously you will also work conscien-
tiously for them.

Some people hesitate to ask for credit because they think it is
a reflection upon their ability to pay for goods they want. But
a man who can obtain credit when he needs it is respected by
his fellow men. You will want to guard your high rating care-
fully as a valuable asset.

Kinds of Personal Credit

Credit for personal use may be divided into two groups: sales
credit and cash or money credit. Sales credit can be separated
into open-account credit and installment credit. We shall study
each of these types in detail in the next two chapters. But first
let’s look at them briefly to see what they mean.

What Is Sales Credit?

If you wish a tennis racket and are unwilling or unable to
pay cash, you may be given the privilege of paying for it later.
If you have a credit standing, then you may charge the article,
using the open-account method. If, however, at some time you
buy something of greater value, like a car, and find it impossible
to pay for it within the month, you will sign a contract which
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provides that part will be paid each month. This monthly pay-
ment is called an installment.

In a normal year, of all retail sales, about two-thirds are cash
sales and one-third credit. Of all these credit sales, two-thirds
are charge sales and one-third installment sales.

What Is Cash or Money Credit?

Suppose that you have finished school and have a steady
income and that you wish money to pay for current goods or
services, for instance, to buy a musical instrument, to pay a
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The installment method of buying permits you to use an item while
you are paying for it.

dentist’s bill, or to pay off old debts. You may borrow money
at moneylending agencies, such as a bank, a credit union, a
small loan company, a pawnbroker, or an individual.

The borrowing and lending of money is a big business. In
1933, more than a half billion dollars of consumer installment
cash loans were outstanding. In 1941, this amount increased to
three-quarters of a billion dollars. About four million people
borrowed, with an average loan of $200 each.

Traditions about Credit

Hundreds of years ago, when farmers and merchants bor-
rowed money, they often found it difficult to pay it back because
they had so little money income. Most of their business was
carried on by barter, that is, an exchange of goods. Somehow
they couldn’t meet their payments. Because many people de-
faulted, that is, did not pay their debts when due, laws were
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passed to punish them and debtors were imprisoned, sold into
slavery, or even put to death. As a result people were afraid
to borrow money and did so only when they were desperately in
need.

Credit and Your Attitudes toward It
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ONE PARK AVE., NGW YORK 16 - 1518 WALNUT ST., PHILADELPHIA 2
SEND US REPORT ON: DATE.
Name MATIC REVISION:
3 4 MONTHS
TRADE STYLE O ¢ MoNTHS
STREET A MEMBER
Town STATE
_UNFILLED OrDER: §
Our EXPERIENCE FOLLOWS: (REPORT DOLLARS ONLY)
= — — ==
HOW LONG DATE OF HIGH TERMS MANNER OF
soLD LAST SALE CREDIT (V] OoF SALE PAYMENT
DISCOUNTS
[] PAYS wHEN DUA
DAYS SLOW

LIST REFERENCES BELOW THIS PORTION OF TICKET WILL BE RETURNED
.MPOR'rANT WITH REPORT SHOWING HOW THEY RESPONDED (SEX CODE AT BOTTOM )

NAME OF REFERENCE

1 - EXPERIENCE IN REPORT 2 - REPLIED NOT SELLING 3 - DID NOT REPLY

Courtesy Credit Interchange Bureaus

The use of this blank aids the Credit Interchange Bureaus in gathering
information about customers.

In the last generation, many people have changed their atti-
tude about credit. While many still adhere to the traditional
belief of avoiding debts, others find that a reasonable amount
of debt is not likely to lead to disaster. Indeed, Jim Watson
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down the street finds that he is able to get ahead faster as head
of a family by obligating himself to make small payments
against a debt, for example, in buying a life-insurance policy.
Having been successful in one credit transaction, he is willing
to try again. Gradually, more and more people in our land of
abundance and new inventions are using consumer credit.
Some do so wisely; others do not.

The mere fact that customs have changed does not mean that
all credit transactions work out well. Too many families keep
themselves forever worried by reckless charging and borrowing.
Irresponsible workers have their entire pay check promised to
moneylenders and merchants before it is ever earned. Credit
is valuable if used correctly, but, like strong medicine, it is
dangerous if it is used carelessly.

Shall It Be Cash or Credit?

Jane hesitates to ask for credit, while Martha uscs accounts
liberally. Sometimes it is wiser to pay cash and sometimes it is
wiser to use credit. We are urged by those who sell for cash to
buy only in this manner; those who sell on credit tell us that
this is the sensible method for us to use. Can we find out which
is the better way?

Paying cash has its advantages. Some people prefer to pay
for their purchases right away because of certain advantages
claimed for this method. These advantages are

You Will Be a More Careful Buyer. Because you pay cash,
you are able to select goods with greater care. You can shop for
the best “buy” in sweaters since you do not have to get it on
a charge account at a particular store.

You Often Save Money. When you pay cash you often make
actual savings. One large New York department store, for in-
stance, advertises that when you buy there for cash you pay
6 per cent less than at other stores that carry charge accounts.
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You Can Plan More Easily. If you owe no bills, you know
exactly how much cash you have on hand and what is avail-
able for other purchases. If you have bought a dress, you know
whether you can also get a hat and shoes. You will be less likely
to upset your budget, as is frequently done by the person who
buys on credit. As discussed previously in Part 3, Managing
Your Income, the budget is a plan that could be wrecked easily,
if, for example, you saw a winter coat displayed in a shop-
window and bought it immediately by the open-account
method.

You Will Not Be Worried. You will feel good because you
will have no worry about meeting your bills. When you pay
cash, you can agree with Longfellow who said about the village
blacksmith, he “looks the whole world in the face for he owes
not any man.”

Sometimes there are disadvantages in paying cash. These
are

You May Deprive Yourself of the Use of Some Much-Desired
Articles. In the case of articles which cost a relatively large sum,
but which are useful, it will take a long time to get the cash for
their purchase. These articles may save time and money; for
example, a vacuum sweeper does a more efficient job than a
broom and saves a lot of time and work, but it costs much more
than a broom. Therefore, if Mrs. Pennywise should wait until
she had the cash to buy a vacuum cleaner, she might really be
unwise and wasteful. Credit is a pay-as-you-use plan.

Cash Customers Do Not Always Obtain Goods at Lower
Prices than Are Paid by Credit Customers. If you purchase a
suit for cash in a department store that carries charge accounts,
you will pay the same price that a charge customer pays. For
example, both you and your friend Helen buy suits at the same
time at the same store. Your family may insist on paying cash;
but her family may charge the purchase, and the store will not
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receive her money for several weeks. Your family has not
benefited by paying cash. In fact, the charge account may
favor Helen’s family.

Cash Customers Do Not Get the Benefit of Advance Sales.
Many stores notify their charge customers of coming sales,

Ewing Galloway

There are, of course, good reasons for borrowing money. However,
when taking out a loan, make plans at once for paying it back.

perhaps of millinery or shoes, and give them the opportunity
to make their selections before the sale is thrown open to the
general public.

Should You Borrow Money?

You will also want to think about whether or not you should
borrow money now and in the future. You ought to do some
straight thinking about it first. Before you decide you ought
to be able to answer “yes” to the following questions:



Credit and Your Attitudes toward It 243

Is making this loan a sensible thing to do? Why do I want
this money? Is it for a necessity? If not, will I get satisfaction
from it that will be lasting?

Should you as an office worker take an expensive vacation
and then, when an emergency occurs, borrow money for an
operation or something similar? Would it be advisable some-
time for you to borrow for your bridal costs or for an education ?
Your answers to these questions should be considered in the
light of whether or not the cost of borrowing will make better
living possible for you.

Am | making realistic plans for paying the loan? Credit
costs money. Getting money from a moneylending agency is
not a gift. The money and the cost of the use of money must
be paid back.

Suppose that you borrow money to buy a radio and that
you are going to give your family $7 each month to meet the
payments. Will you be able to make the monthly quota by
doing without luxuries, such as movies, an extra sport coat,
or other items, or will you have to sacrifice your health by not
going to the dentist? The better plan is to give up luxuries for
the radio, which in the long run will give greater satisfaction.

Am | getting it at a reasonable financial cost? Just as in
buying anything else, the costs of credit vary. You will want to
learn how to select the credit terms best suited to you. Some
rates are stated as 6 per cent a year with fees attached, others are
quoted as 1 per cent a month, and still others state how much
must be paid back each month, so that only the dollar cost is
known and not the rate. You will want these terms explained
to you, so that you will be able to judge where you stand finan-
cially. As each moneylending agency is discussed in Chapter
18, you will learn more about the costs of credit.

Am | avoiding trouble? You have heard of quack doctors
whose cure-alls may mean even a worse illness for you. In con-
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trast, there are specialists in medicine who are associated with rep-
utable hospitals and who usually cure your aches and pains. With
moneylenders, the situation is the same. Loan sharks are the dis-
reputable lenders who can get you into still greater difficulty.
You will want to deal only with credit specialists who will lend
you money and help you plan well for your personal and finan-
cial future.

Summary

Credit is the ability of an individual or a group to obtain
something of value now for a promise to pay for it later. It is
based upon confidence and character as well as capacity to pay.
Character counts heavily in all credit transactions; unless you
establish a willingness to pay your bills promptly, you will find
it hard to obtain credit.

Ideas about credit have changed much as time has passed.
Today many people use consumer credit rather freely, for
they no longer feel that a reasonable amount of debt is likely
to lead to disaster. However, credit should be used carefully. It is
a valuable tool if used correctly, but, like a sharp knife, it is
dangerous if used carelessly.

Questions for Discussion

1. What would be the disadvantages of having a poor credit
rating?

2. Do you think a person would establish a good credit rating
most rapidly by using credit well, or by always paying cash?

3. In what respects is a consumer’s use of credit different from a
businessman’s use of it?

4. What factors have caused credit to be used more nowadays
than it used to be?
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5. Why is a prospective employer likely to be interested in your
credit standing?

6. Does borrowing or using sales credit prove that an individual
is careless in his money management?

7. Can you think of cases in which timidity in the use of credit
would keep people from getting ahead as much as they could?

8. “A great deal of the use of credit is simply for convenience—
not because the buyers could not pay cash at the moment.” Can you
prove this by illustrations?

Practical Applications

1. Family A likes to boast that it never uses credit. Can you show
by examples that it probably does without thinking about it?

2. Talk over with a few elderly persons the attitudes and prac-
tices with respect to credit that were common when they were
your age. Do you find evidence of considerable changes? What
factors do you think have produced these changes?

3. How extensive is the use of credit in your community? You
can judge this by talking over with your classmates the ways in
which your several families make use of credit.

4. Do you know of cases in which individuals or families have
been greatly benefited by the use of credit? What did they gain
by it?

5. Do you know of cases where the use of credit brought worry
and grief and financial loss? What mistakes in judgment or in
procedures were responsible for the trouble?

6. If you needed advice about the use of credit, where should you
go for it?
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Problem

Take a certain area of a business district in your neighborhood,
say, two blocks. List all the stores and other business organizations.
Then show whether each does business purely for cash or purely on
a credit basis or both. What kinds of credits does each institution
offer? (Don’t overlook such businesses as a filling station with a
sign saying that credit cards are honored or a law agency on an
upper floor.) What conclusions do you come to as to the extent of
credit in your community?



%/%M /7. SALES CREDIT

One form of sales credit you will want to know about for future
use is open-account credit. This is generally known as a “charge-
account credit” and is probably the most commonly used form
today. It is likely that some member of your family has a
charge account and can tell you his opinion of it. An account
of this kind usually operates on the assumption that each
month’s bills will be paid up by the tenth of the next month,
although sometimes more time is given.

How Do You Open a Charge Account?

When you are ready to open a charge account in a large
store you will go to the office of the credit manager. The pro-
cedure varies little in different stores and in general is quite
simple. The credit manager or his assistant may or may not
ask you some personal questions similar to the information on
the blank suggested by the National Retail Credit Association
shown on page 248, but in every case you will find out a form of
some kind answering the following questions:

Who are you? (Name)
Where are you? (Address)
Can you pay as agreed ? (Capacity)
Will you pay as agreed? (Character)

Can you be made to pay? (Capital)

The neighborhood storekeeper or a small-town merchant will
only extend you credit when he has assured himself that the
247
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Using Personal Credit
APPLICATION FOR CREDIT

ADOPTED 8Y AND FOR MEMBERS OF THE

NATIONAL RETAIL CREDIT ASSOCIATION

NUMBER, Q DATE

i e —— e t———
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Courtesy National Retail Credit Association

This is a form used by the National Retail Credit Association.
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answers to these questions are favorable. If he knows you, he
may not question you formally; for he can get most of the
information he needs by talking to you when you are in the
store, or from neighborhood gossip, or by occasionally asking
your employer or your bank.

A brief explanation of some of the items on the application
blank will make it clearer to you why they are required. Your
name should be given in full for your own protection, since
another person with a similar name might have her items
charged to your account. It would be embarrassing to be asked
to pay the bills of another person. Sometimes you are requested
to give your previous address so that the stores can check on
whether you are the person you claim to be. If you ever change
your residence, you should notify your creditors immediately.

The name of your employer may be used for purposes of
investigation ; you may be asked the nature of your job, whether
it is permanent or temporary, and the amount of your income.
The name and address of your bank are requested because they
serve as excellent character references. You may be asked to
indicate whether or not you own property, because ownership
of property usually shows your ability to pay your bills.

Names of friends in business are preferred to social acquaint-
ances and you may be requested to list other stores where you
have charge accounts. Your exact signature is necessary for
purposes of identification and for legal purposes, if difficulties
should arise.

Investigation by merchant. When you do fill out such a
form, there is no reason to be irritated and no excuse for being
less than honest. The merchant is not seeking to pry into your
affairs. You are asking him to take a certain risk on you, and
he has a right to adequate information on which to base his
decision.

Sometimes you can open an account at once, but more often
you will have to wait a few days or possibly a week before you will
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be permitted to charge any purchases. This delay is necessary for
the store to check the statements made in your application blank
and to consult your references.

You have given much information on your application blank.
Either the credit department
will investigate your statement
or turn the matter over to a
credit bureau.

What are credit-rating bu-
reaus? These are bureaus main-
tained by local merchants or
by an organized corporation
for the purpose of exchanging
credit information among its
members or those permitted
to use its service. Your open-
Your credit record stands for all account  transactions 1in your

city as well as information re-

to see. It will be examined thor- .

oughly by all your prospective gardmg charge account usage
creditors. in other places you may have
lived are on file at the credit
bureau. When you receive credit from one of the stores, your
dealings with it are regularly reported to the credit bureau.
Thus the bureau is in a position to give an accurate report on
your use of charge accounts and can easily check all the state-
ments in your present application.

If the report of the credit bureau is favorable, you will be
notified that a charge account has been opened in your name.
You will then be able to make purchases in that store without
having to pay for them at the time of purchase. The account

may specify a top limit on the amount of credit at any one time.

How Are Purchases Made?

As a charge customer you buy a half-dozen handkerchiefs.
A charge slip is filled out by the clerk in duplicate or triplicate,
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depending on the particular system. One copy is given you;
others are sent to the bookkeeping department of the store.
Later you buy a dress, face powder, and gloves. The records
there will show the amount of each item purchased on credit
by you during the month. At the end of the month, a bill is
sent to you showing the total of all your puchases. Recently
department stores in some cities have sent out one of the dupli-
cate charge slips with which you may check your bill to see if
it is correct. If your store does not send a duplicate, it would
be advisable to keep your charge slips for this purpose.

You may be asked to identify yourself before you take goods
from the store, sometimes by presenting a “credit card.” You
will also be asked to sign the charge slip to make sure who
charged and received the goods. In order to protect itself and
the customers, many stores use what is called a “Charge-a-
plate” system. This plate fits into a machine that stamps the
name and address on the charge slip. In addition to the assur-
ance of your ability to charge, your name and address will be
accurately recorded on the sales slip.

To Charge or Not to Charge

Charge accounts are very convenient because you can tele-
phone your order and have the goods delivered. You will have
the use of the goods before you have paid for them. You may
buy inexpensive items from time to time and pay for them con-
veniently in a lump sum. You may get special service as a
charge customer, receive prompt service, and special favors.

On the other hand, charge accounts, because of their con-
venience, may lead you to buy carelessly, too frequently, or
emotionally. You will have to decide what is best for you. Can
you learn to use charge accounts so as to get all their advantages
and none of the disadvantages?

Whether one buys for cash or on time, one has to learn to
plan his spending and to stay inside his income. You will have



252 Using Personal Credit

to analyze your own habits and character. Can you say, “I'm
sorry, but I really can’t use that article,” or “Yes, the sweater
is very pretty, but I really can’t afford to buy it?” If you can
say these things, you can use charge accounts to your advantage.

As a matter of fact, many folks use both cash and credit, pay-
ing cash when their good judgment tells them that cash is more
advantageous, and using credit when that practice brings better
goods and services.

If You Can't Pay Your Bills, What Happens?

If the baby gets sick, Sister breaks her ankle, and Father
loses his job all at one time, it may be impossible for the
Jones family to pay bills promptly. If you should be involved
in a similar situation sometime, you will not want to lose your
good credit rating. If you ignore your bills, the merchant will
think the worst, and naturally he will take certain steps to get
his money, which may make things difficult.

The thing to do is to talk over your problem with the creditor,
tell him your financial situation. Generally you can work out
some plan by which you can pay a bit each month. Even if
the amount is very small, it will be evidence that you are willing
to pay your obligation and will do so eventually.

Later when the emergency has passed, be grateful for the
consideration shown you when you were in difficulty.

What Is Installment Buying?

In buying on installment, you may purchase merchandise,
such as furniture, books, household appliances, clothing or
jewelry, by paying part of the price at the time of purchase, the
balance to be paid in equal installments over a period of time.
Other names are pay-as-you-use plan, budget plan, E-Z-pay
plan, and thrift plan.

How does this plan differ from charge accounts? You
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will want to know just what the variation is for your guidance
in the future.

In Method of Payment. When you have a charge account, you
usually pay for your purchases in one lump-sum payment at
the end of the month or within 40 days beyond the month of
purchase. When you use installment credit, you do not pay
within a short time, but in a series of comparatively small pay-
ments extending over several weeks, months, or even years.

In Ownership of Articles. If you purchase a fur coat on a
charge account, it belongs to you as soon as it is delivered. If
you buy it on the installment plan, you may not get title to it.
A formal contract is drawn that frequently includes some
arrangement for repossession by the seller if the article is not
paid for as planned.

In the Charge for Credit. If you meet your charge account
bills promptly, you may not be called upon to pay a special
charge for credit. In the case of an installment contract, how-
ever, you are required to pay a credit charge. Sometimes the
amount of extra cost is clearly given, but generally the cost
is included in the payment and cannot be easily determined.

In Possession of Contract. Your installment contract may be
sold by the merchant and you will make your payments to the
purchaser, usually a finance company or bank. Such practice
is seldom followed in charge accounts.

Why is installment credit so generous? The “3 C’s,” char-
acter, capital, and capacity, determine how much credit will be
allowed on the charge account form. Credit, on the other hand,
can be granted more generously under an installment agree-
ment because

1. The amount of credit is limited to the cost of each article.
2. Payments are small and are due on different dates over
an extended time.
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3. The merchant is earning money on his investment, be-
cause the customer is paying him a charge similar to an
interest cost.

4. The ownership of the goods bought on the installment
plan generally remains in the merchant or finance com-
pany until the last payment is made.

For these reasons, people who cannot open a charge account
are often allowed to buy goods on the installment plan.

Extent of Installment Buying

As we have stated, one-third of all charge sales are install-
ment sales. From its modern-day beginning in the 1880’s, install-
ment buying was comparatively slight until during and after
the First World War. Then this type of sales increased rapidly.
Before the Second World War, 7 out of every 10 automobiles,
4 out of 10 refrigerators, and one-half of all household goods
were bought on time. One out of every four families at present
is believed to be buying on the installment plan.

The scope of merchandise bought on the installment plan has
grown wider and wider. Beginning with furniture in the early
nineteenth century, it spread to sewing machines, pianos, and
other commodities throughout the century, but this plan of
paying for purchases did not really develop until the period of
the First World War when with mass production of automo-
biles a method had to be used to promote mass selling. For in-
stance, many people could never have paid the expensive price
of the first cars if they had not been allowed to pay in install-
ments.

The table on page 255 will give you an idea of the extent of
installment purchases in 1940, the latest date for which reliable
figures can be obtained.

Before the Second World War there were few things that
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HOW MUCH WAS BOUGHT
ON THE INSTALMENT PLAN IN 19402

Bought on Instalment J Paid in Cash
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A mail-order house requests certain personal information on its time-
payment order blanks.
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could not be bought on time. In addition to the items listed in
the table, many goods and services were sold by the pay-as-you-
use plan—vacations, funeral services, etc.

How Does Installment Credit Work?

When it is time for you to sign an installment contract, say,
for a radio-phonograph, you will be asked to fill out an applica-
tion blank. The time-payment order blank for a mail-order
house is shown on page 256. Such a paper gives the seller the
necessary information to prepare the contract and to establish
some degree of your responsibility.

Legal papers. Two forms of legal papers commonly used in
installment contracts are

1. Chazttel Mortgage. This type of paper is a direct claim or
lien on property. When you sign a chattel mortgage, you agree
to transfer title to the goods—in this case, your radio-phono-
graph—back to the seller in case you fail to make payments as
agreed upon in the contract. This agreement may give the
seller the right to repossess or take back the goods if you don’t
pay but it usually gives him the right to have the merchandise
resold and to apply the proceeds toward the payment of a
debt. In order to protect himself against any claims that may
arise from others, the seller usually files a copy of the chattel
mortgage at the office of some public official, such as the county
clerk. :

2. Conditional Sales Contract. When you sign this paper,
you agree that zhe seller retains title to the goods until they are
paid for, even though you may have the goods and use of them.
The bill of sale must be recorded in the office of a public official
if the seller wishes to protect himself against any claims others
may have against you.

The conditional sales contract is coming to be the most
common form of installment contract. Its provisions vary some-
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what from state to state, but a uniform sales contract has been
drawn up and adopted by a number of states. You will want
to compare the sample conditional sales contract with the one
used in your state.

One provision that is more likely to appear in the fine print
than in the name of the contract is the wage assignment.
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reasonable wear and tear excepted, that I wall not use them fntmyunhwfulp«rpm: zha:nnuhhgpaymlnln.ll mudmd
further sums which may become due under the provisions hereof, 1 will keep the said goods and chattels insured for
the vendor and to ats satusfaction, that I will pay all taxes wi mz be levied or assessed on account of sud and chattels,
that I will not mortgage, sell or rent the same or any part thereof, :hulmllmxunm this agreement or beneSt thereof,
that I wll not m an; waypmmlhlhe of said goods and chattels, :ha:lmllnallmdmytmuwlmnonqumd.
exhubst the sud gootzandchaucllwmigemoflhevtndwandthulwnllgnvethcvmdormnwdnunumeoluyuuﬁhmﬁm
of sa1d goods or chattels or levy of execution on the same

On the non, ymnza{nnynnﬂhnmtdunhundorundudm it when the same shall become yaHe.otnponmy
fax.lmmdolnyofthmelhmyby hdﬂwa&nrﬁnﬁgmxhcumhmfuupmxhehppmncor y of those things
hmlmmfmhthm&mudwhth;m the vendor to take possession of said goods ai then all sums
which may become due the provisions hercof shall immedaately become due and payable wathout d:mndmnuur.

Mmmchcpaymoflhmdubemnduwhmzh&mdnﬂkmdund ble, or at any time

thereafter, the vendor shall have the nght to add thereto the pemnnmrndlonhemllnmmohh: of the sums due
bereunder, an attorney's uoﬂoﬁhcf the cash selling price, 1f suit 1 broy, num; hmgh an attorney’s fee
hnm.w or

, and also all costs

Courtesy Morris Plan Company of Springfield

A conditional sales contract like this one is used by some companies.

Employees sometimes refer to it as “putting a brick on your
check,” for it permits the seller to notify your employer that
some of your wages must be paid to him instead of to you.
Employers do not like this kind of contract, and often discharge
employees who get tied up in such an agreement; for employers
rightly think that you should manage your own business
affairs without inconveniencing them.

Payment terms involve two things: down payment and time.
In the 1930’s, the amount of down payment was very liberal for
the buyer. Automobiles could be purchased by giving a down
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payment of 10 to 33 per cent with from one to two years to make
all payments. Furniture could be obtained by paying 10 or 20
per cent down. The most liberal of all was the “5-55” plan,
which meant $5 down, $5 a month, and 5 years to pay. During
and immediately following the Second World War, payment
provisions were not so liberal.

Other terms of the contract may provide penalties for failure
to pay or late payment. In some contracts you may find a
repossession clause. If you fail to live up to your payments as
scheduled, the seller has the right to take back the article. In
this case you usually forfeit the payments already made. In
general, sellers do not like to take back goods any more than
buyers like to have them do so. Such a procedure makes the
seller unpopular with the buyer and his friends. The seller has
to recondition the article and sell it again, which means con-
siderable expense. Most sellers prefer the first sale to be a satis-
factory one.

What is a carrying charge? A carrying charge, or service
charge, is made for the privilege of buying goods on the install-
ment plan. Often this charge is more than the interest which
the seller pays for the money which he relends you in the form
of merchandise.

Every dealer who sells on the installment plan incurs certain
expenses for investigation of the credit rating of the buyer, for
additional bookkeeping, for costs of filing papers, for reposses-
sion, and for bad debts.

How shall cost be stated? There are two ways of thinking
about the cost of buying on time: the dollar cost and the interest
rate.

If you buy a radio for $130 with a down payment of $10,
followed by a monthly payment of $10 for a year, what is the
cost of installment buying if you did not pay the terms of $120
cash?
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The dollar cost is $10 because installment payment costs $10
more than a single cash payment.
To determine the interest rate accurately, you want to under-

stand that

$120 is loaned to you the first month
110 the second month
100 the third month
90 the fourth month
80 the fifth month
70 the sixth month
60 the seventh month
50 the eighth month
40 the ninth month
30 the tenth month
20 the eleventh month
10 the twelfth month

$780

The total, $780, divided by 12 is $55, the average amount
borrowed for the year. Interest of $10 on a loan of $65 for a
year means $10 divided by $65, or 15.3 per cent, the cost of
borrowing in interest-rate terms.

In analyzing this problem, you need to realize that you do not
owe the same amount each month but a decreasing amount,
so that the actual amount owed on the average is about one-half
of the total loan. You can use a simple solution while shopping
in stores and buying on the installment plan. In the above
example, if $120 is the contract price, then $60 (half of the loan)
divided into $10 (interest) equals 1624 per cent (the rate of
interest). This is not as accurate as the above example, but
it is an estimate to show you the rate of buying on time.

The interest rate may mean more to you than the dollar cost.
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Percentages have always been a basis of comparison. Install-
ment costs vary greatly among merchants and the kind of
goods they offer. The consumer must be able to make some
comparisons.

What Are Finance Companies?

The greater part of the financing of installment credit is
done today by sales-finance companies. 4 sales-finance company
is a corporation which buys from dealers the notes which cus-
tomers sign when they buy goods on the installment plan. In
other words, it is a type of middleman who has come between
the buyer and the seller. Dealer is a term used here instead of
merchant because three-fourths of the holdings of the sales-
finance companies are “automobile paper,” that is, contracts
from automobile dealers.

Look Before You Sign

These are the questions that you should ask yourself before

signing an installment sales contract:

1. To whom will the debt be owed? Will you make your
payments to a finance company that has taken over the
contract?

2. Is the installment contract fair? The businessman and the
consumer both have rights, which should be guarded. The
contract should specify

a. Conditions of the buyer’s use of article.

b. Rights of seller in case of default.

¢. Plan and cost of insurance (if any).

d. Terms as to notice for repossession.

e. Provision for proportionate discount if buyer pays
balance before it is due.

3. Is the dealer given the power to impose fines, penalties,
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and extra charges? If so, are they definitely specified or is
the seller practically unrestricted ?

4. Are all the dollars and cents figures that appear in the

contract correct? (Never sign a blank contract!)

Is there a wage-assignment clause?

6. Is a mortgage or other restriction placed on other goods
you own in addition to those being bought now?

7. What will the credit cost?

V

Borax Houses

A few concerns, which are called “borax houses,” are known
to deal unfairly with their customers. As the cleansing agent
borax does a good job of getting rid of dirt and grease, so
does the “borax house” clean you of your money or the mer-
chandise you purchased on the installment plan. You will want
to watch out for these firms with their “shady” dealings
especially when you become a large-scale buyer.

These houses offer you very “easy” terms, but attempt to
get you to sign a contract without reading it. If you do this you
are in for a tough time. You will find that the interest rates
are extremely high, running from fifty to several hundred per
cent. If you can’t meet the payment on the exact day due, you
will have additional fees. These firms repossess the goods on the
slightest excuse, a procedure they carry on without consulting
you. They will take your car while it is parked at your curb
or while you are attending the movies. They sell it immediately,
and you will have trouble aplenty to get your money out of it.
They are the greatest users of the wage-assignment tactics too.
One additional trick is to repossess not only your car on which
a payment is due but to take other articles bought at their
place, which were paid for months ago.

Enough has been said. Beware of the “borax houses”!
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What Are the Advantages of Installment Buying?

You have the use of the article while paying for it. For
this reason especially, installment buying is popular. As long
as you must save money to purchase a watch, you argue: Why
not use the watch while I pay for it?

Courtesy Ihe Maytag Lompany

The housewife enjoys using her new equipment while still paying for it.
Credit makes this possible.

You may raise your standard of living. Many families to-
day have better household furnishings, more laborsaving de-
vices, and more improvements in the home because of install-
ment buying. By buying more, production is increased and
prices go down, making the article available to more people.
Probably you will look upon installment buying as a means of
getting more worth-while furnishings for your home and better
equipment for your business. The latter may even enable you
to increase your income.
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It encourages you to be thrifty. When you know that you
will have to make a definite payment each month in order to
keep the article you have bought, you plan for it. You learn to
save something out of each month’s wages.

It helps young people get a start. Nowadays most homes
are furnished by the installment plan. Most people who are
starting out lack the cash to buy furniture, refrigerator, stove,
vacuum cleaner, radio, and washing machine. Imagine yourself
getting married while you are under twenty-five years of age.
Can’t you see why young couples buy these present-day neces-
sities by the pay-as-you-use plan?

What Are the Disadvantages of Installment Buying?

You may overbuy. The lure of easy payments spread over
a fairly long period has induced many people to buy everything
in sight—goods that they could not afford. If you fall into this
error, you will perhaps be unable to meet the payments and will
get into financial difficulties. Then you will be a long time get-
ting out of debt, for it is never any fun paying for a “dead horse.”

You reduce your buying power. If you buy all articles on
the installment plan, you are constantly paying the carrying
charges, which on the average amount to 10 or 20 per cent.
Therefore you reduce your purchasing power by that per-
centage. If your income is heavily tied up in innumerable
belongings, you may find it impossible to borrow should a
real emergency like an illness or loss of work arise.

You are worried. While studying at school, you always have
on your mind your assignment for the next day, probably an
unfinished notebook or a term paper hanging over your head.
What a joy when the course is over and you are free from daily
burdens! You are glad, however, that you have knowledge or
skill of the particular subject. So it is with installment buying,
for meecting the payments is constantly on your mind; but how
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grand you feel when you can use the car bought on the install-
ment plan and say, “It’s mine!”

When Should the Installment Plan Be Used?

The advantages and disadvantages of this plan have been
stated without any attempt to say which are the greater. You
will have to make the decision for yourself when the time
comes. If you are going to use it, you may find it most desirable
to use it for the following:

Necessities rather than luxuries. What is a necessity for one
person may be a luxury for another. You may not need a watch,
while a nurse can hardly do without one. You may think you
need a fur coat when a cheaper cloth coat would serve the pur-
pose. Certainly you should not go greatly in debt for something
you scarcely need at all.

High-priced articles rather than small purchases. Though
some people buy inexpensive clothing on the