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Now that the economy is in a free fall, caused in large part by those who measure their
bonuses (now “incentive awards”) in the millions of dollars, the credit card companies
are going to teach the common folk a lesson in thrift by tightening up credit.

That simply means that they’ve taken a long look at the financial and economic state of
America and made the wrenching decision to increase the interest rates.

The credit card companies, which operate without real close supervision, are being
ignored by the people who are supposed to be keeping a close watch on such things.
You might ask, “Isn’t that what just happened with mortgage banks, other banks,
hedge funds, and other companies which employ financial gimmickry? Why is there
little or no oversight by the eagle eyes in Congress and the various state
governments?”

In the past few weeks, Capital One Bank notified its cardholders that it was hiking its
interest rates. Not only was it raising the purchase rate, the bank told its customers,
but it was increasing the cash advance rate and, God forbid, you should default—make
two payments three or more days late within 12 billing periods—the bank will
immediately move to put you at the top of the list, which means you pay the top rate,
29.4 percent.

However, if you make on-time payments for 12 consecutive billing periods, your
interest rate will be returned to a lower rate.

The reason for all of this was given in a notice that is easily understood in the language,
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but not in its rationale: “Due to extraordinary changes in the economic environment,
we're reviewing our existing credit card accounts. Having considered these economic
conditions, your account’s current purchase rate, and the length of time you've had this
rate and account, we will be increasing your purchase rate. We're also raising your
cash advance and default rate.”

To the average cardholder, that means the company has read the economic signs, saw
the people in economic distress, and decided immediately to wring more money out of
them...since you’ve been such a good customer, we're going to jack up your interest
rates.

There used to be laws that tried to limit usury, which was considered interest above the
legal limit. There were periods in ancient times when any interest was usury. Some
religious teachings prohibit the charging of interest today, to those within one’s own
group or community. They might charge interest to those outside the group.

But, throughout history, the charging of interest has presented a problem of fairness
and justice. Usually, the payment of interest has fallen on those who are least able to
pay or demand their right to be free from exploitation. The poor pay the highest price,
whether it's for goods or to borrow money.

The percentage of their income the poor pay for the goods of daily life is much higher
than the affluent or the rich pay as a percentage of their income.

There have been laws and traditions throughout the ages, attempting to limit the
amount that one can charge for lending money, but there have been exceptions, as
there are today.

States which have an interest limit on general borrowing can have a higher limit for
credit cards. In New York, for example the upper limit for general lending is 16 percent
(above that should be usury). Yet, there are other limits that are as high as 21 percent
and, of course, Capital One is warning New Yorkers that it can charge interest as high
as 29.4 percent.

Protection for the credit card holder has come to a “buyer-beware” status.
Government has let the market take care of the problem. If you don’t like what your
company is charging you, find another company.

In fact, that's what Capital One has just told its customers: “If you decide not to
accept these terms...You can choose to decline this change and close your account.”
They could have added, “If you don't like paying our interest rates, too bad. Kiss off!”

No one likes to contemplate paying nearly 30 percent in interest, but a “default” as
described above is easy for companies to arrange. Companies that lend money can
jockey the billing system very easily. It used to be that a customer had nearly a month
to pay, after receiving a bill. That seemed only fair, considering that paying the bill
depended on a paycheck, a pension check, a Social Security check, a relief check, or a
trust fund check, and on the timing of those checks.

Now, one may get the credit card bill and have two weeks or even just 10 days to pay
the bill. For those living check-to-check, that can be a big problem. It's easy to see
how anyone can get into the habit of paying the minimum and letting the total
ride—and paying the 29.4 percent interest on the whole thing, which increases
exponentially.

The people who can least afford to pay the excessive interest—usury that is no longer
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usury—are going to be nailed, again. Working men and women and the poor (many of
them children) are going to be the surge in profits that credit card companies seek.

The American people need to see a full report on the banks that have been bailed out
and to see which of these own or control credit card companies and are among those
which are tapping working Americans for another boost in their profits.

Either the press or the government could do the research and investigation, but
Congress has not appeared inclined to undertake that kind of consumer protection.
And the press is a shadow of its former self. If America weren't locked in a credit
culture controlled by Corporate America, it might not be that much of a problem, but
personal, credit card debt is a problem and the companies that own them are
exacerbating the problem and making billions in the process.

Ironic, isn't it? Wage-earning women and men are bailing out the biggest companies in
this national economic meltdown, yet the giants are coming back to try to squeeze
more profit out of those same taxpayers, by manipulating interest rates and payment
schedules.

They've gotten away with it for too long. Congress needs to act, now.
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BlackCommentator.com Columnist, John Funiciello, is a labor organizer and former
union organizer. His union work started when he became a local president of The
Newspaper Guild in the early 1970s. He was a reporter for 14 years for newspapers in
New York State. In addition to labor work, he is organizing family farmers as they
struggle to stay on the land under enormous pressure from factory food producers and
land developers. Click here to contact Mr. Funiciello.
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Thank you very much for your readership.
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