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Japan today still maintains a completely regulated .financial
system and so they can arbitrarily set an interest rate of
5 .5 percent , w h i c h by t he way they do on certain things.
The only way you could effectively ever, in my opinion, set
a u s ur y r a t e o f 9 per c e n t or any other figure that you
arbi t r a r i l y p i ck ed out would be t o hav e a completely
regulated financial system which this country, and f o r a l l
practical purposes, the balance of the worl d ha s a bandoned.
What is the di fference b etween a r egul at e d and a
nonregulated ec o nomy'? In a r e gu l at e d f i nan c i a l economy,
irrespective of how much money you print, irrespective of
how much borrowing occurs, you have fixed rates that start
out at the very earliest point which is the Federal Reserve
a nd those r at e s a re s u c h things as ban ks c an p ay no more
than 5.5 p e r cent o r 5 . 2 5 p e r c ent f or passbook sav i n gs , t h e y
c an' t p a y m oney on check ing a c count s , so on and so f or t h .
You create a completely artificial system and, therefore,
within that completely artificial system you can ultimately
have a maximum interest rate, usury rate that is two or
three or four points above what you set the cost of money at
the earliest levels, at the beginning. In a nonregulated
economy whatever the price of the product is, i n t h i s c a s e
money, whatever that price is then somebody else sells that
product, sells money just like you'd sell bread for
something more than the cost plus a profit, usuall y t wo o r
three percent higher, theoretically, than what it cost. And
so if it is costing an institution 10 or ll percent to buy
their money, they are going to be selling it at 13.5 or
14.5 pe r c e nt . And i f you p a ss a law that says they are
going to sell it at 9 percent, the net effect is they will
not sell it. In other words, they will not make the credit
available, The only way to get a true 9 percent rate or any
other figure you choose arbitrarily is if the entire United
States and, in effect then, t h e wor l d g oes b ack to a
completely regulated financial market. At this point in
t ime I d on ' t t h i nk anybody in this room believes t hat i s
likely to occur. Therefore, the net effect, desirable as it
is, the net effect of arbitrarily setting a 9 percen t r at e
here would be simply to make sure that that money was not
loaned in Ne b r a ska , was not loaned at 9 percent because it
is costing more than that to get the money. It would be put
into fed funds. It would be put into other instruments and
you s impl y wou l d p u n i s h t h e very people, the agricultural
community and the business community, you would simply
punish the very ones you are trying to help. N ow there i s
no question in my mind that Senator Schmit a nd t h o s e
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