CHAPTER 35

Protecting the Consumer and the Taxpayer




KEY POINTS IN THE CHAPTER

· All levels of government have enacted laws and regulations to protect consumers in purchasing goods and to protect them from goods that may be unsafe.

· Areas of government regulation include making sure that goods are advertised and priced fairly, are safe, and are packaged properly. Other regulations cover the right to return unordered goods, to have contracts that are understandable to the average person, and to cancel certain contracts.

· Certain groups are receiving more protection each year because so many persons are affected by certain problems. These include buyers of new and used cars, air travelers, and taxpayers.

· Consumer protection laws must be enforceable if they are to be effective. These laws may be enforced by government agencies, such as the Federal Trade Commission, the Food and Drug Administration, and the Consumer Product Safety Commission. They may also be enforced by the courts through individual or class action lawsuits against manufacturers and suppliers.

COMPLETION QUESTIONS

In the statements below, important words have been omitted. Fill in the blanks to complete each statement.

1. The agency primarily responsible for enforcing consumer rights is the ____________________.

1. The failure to disclose important product information is one form of ____________________.

1. Price fixing violates both state ____________________ and federal ____________________

laws.

1. A person who receives unordered goods can either ____________________ them or throw them away.

1. The ____________________ can require advertisements for certain products to carry warning labels.

1. Exaggerating the quality of merchandise is called ____________________.

1. An item sold below cost to entice a customer into a store is called a(n) ____________________.

1. Consumer contracts involving less than a certain amount of money must be written in

____________________.

1. Liability for injuries on international flights is limited by the ____________________.

1. A suit by a group claiming a violation of consumer protection laws is called a(n)

____________________ suit.
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SHORT ANSWER QUESTIONS

Answer each of the following questions in the space provided.

1. List four consumer rights and give an example of each.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

1. List three federal consumer agencies and describe their functions.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

CASE PROBLEMS

Read the case problems below. For each problem, answer yes or no, and then explain your answer in the space provided.

1. Acme Supermarket and Peach Supermarket agreed to charge the same prices for their fruits and vegetables, resulting in a lower price for consumers. Have these supermarkets violated the law?

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

1. Turner bought a new TV from a department store, paying for it in cash. Two days later, she tried to return it, claiming she had a right to rescind the sales contract within three days of the purchase. Was Turner correct?

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________
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1. Federal Trade Commission

1. false advertising

1. regulations, anti-trust laws

1. keep

1. Consumer Product Safety Commission

1. puffing

1. loss leader

1. plain English

1. Warsaw Convention

1. class-action

Short-Answer Questions

1.

1. The right to fair advertising

1. The right to fair pricing

1. The right to refuse unordered goods

1. The right to cancel a contract Student examples will vary.

2.

1. Federal Trade Commission—prohibits false and misleading advertising.

1. Consumer Product Safety Commission—is responsible for product safety.

1. Food and Drug Administration—requires manufacturers to give consumers correct information about their products.

Case Problems

1. Yes. This action is price fixing, which violates state regulations and federal antitrust laws.

1. No. The right to cancel a sales contract within 3 days, granted under the federal Truth in Lending Law, applies only to credit purchases.

