Speech by RCSEZRT wWibBRGAN,

torney Genereal coT llorth Carolina
ston-Calem ocetter Susinzss Bureau
uary 31, 1969

Let me tell you how pleased | was to rzceive
your invitation to coms toc "/inston-Salem today and
speak to memoers ¢ the Better Susin ess Surezu here.
For a longy time | have been hearing about th= good
work this organizaticn is doing in the cities where
chapters have been estzblished. | have read anout
your activitias in the newspasers and talked with
strong supiorters ot your efiorts, but | must conTess
that this is the Tirst time | have had the privilege
ot meeting with you,

Therefore, | sort of wish that this situation
were rzversed: that | could sit vthere you are sitting
and listen to you talk about the many Tine accomulishments
| know you have made and your ideas concerniny consumer

matters instead of standing here before you to talk




about consumzr arotection - a pghrase which through
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thz efforts c¢f concerned citizens like you is now
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becoming a household expression and is causing a
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great deal of excitement. \Pyx
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But | do agpgreciate your invitation Tor it

vas Jjust what | nceded to cause me to look iack at

what we have proposed in the area oT consumer protection,

at what we already have begun to do, and to look Torward
to what we hope we will be able to accomplish during
the next several months and years vith your interest
and your sugport,
As a practicing member ot the legal protession,
the search Tor justice for a long time has been my
_ primary concern. Jut concern for Jjustice should not
be limited to those o7 us in the legal proTession
or those of us who are charged with enforcing our

laws., For Jjustice is certainly a gzatriotic virtue,

and without it, in my opinicn, no democratic government-

can ever truly acguire the respect of its geople.
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George ‘ashington rzcojnized this Tact when he stated
that "the adiinistration ot Jjustice is thz Tirmest
pillar of government." But too many people think of
the administration of justice as & purely governmental
mattzsr which they need not ccncern themselves about.
Such people do not realize - as you do - that the
trus realm o7 justice lies in thz Tield of everyday

, o o fen o0 ot
transactions b2tween men, fosqwhat is Justice except
givinc every ian hig}%ﬁi.

It is this ideal - ensuring that'every man
will get his dus - that you, the members ot the
Better Susiness 3Bureau, are concerned about - and it
is exactly E7 this that we in the Attorney Genzral's
office are concernzd about whan we talk ot "Consunmer
Protecticn" in Morth Carolina.

H o) 3 ina neen ¢ .
/lhenever an unscruisulous businassman deceives

& consumer about ths true price ot a product, leading

him to belisva it wiil cost l:ss tnan it actually does, _



the customer has not been given his due and has not
been treated Jjustly. Trying to sell a groduct at

the highest grice the traftfic will bear is onz thing;
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decsiving thz customer into a dekt which he cannot

4

aftford is something else. The onz is sound business,
the othar fraud.

Wnenever an unscrupulous businzssman advartises
a product he never intsnds to sell in order to attract
customsrs tc his place of business, hz is willfully
and delikerately engazzd in deception and justice is
not being served, 3uch bait and switch advertising
is not only intended to defraud thz customer, kut also
the legitimate businessman as well, vho advertises
the products he truly intzsncts tc s2ll, and neithar he
nor the consumer is béing coiven his due,

iihenever an unscrugulous businassman deceives
a purchaser into belizving that he shall receive a

product Tor gractically nothing iT he will merely




reter the seller to additional customasrs to whom he
vill then maks the sam2 otfer, justice is not weing
served, tor we all know that no man can stay in
business while giving products away merely Tor the
names of othsr people. Such chain-reterral sellinc
does not serve justice, for we all know that no
business is honest that pretends to give products avay.
Business, atter all, is not charity, and honest
business is also a loser when a customer is tricked
into paying an inTlatad grice Tor an unwantad itzm,
believing thzat by reterring his Trizsnds to the samz

salesman, he wiil later rzcover thz monzy he has paid
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There s ona such scheme.now operating in North
Carolina wh
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i A houssviTe is apgroached by a vacuum clzanar
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salesman, His price Tor thz itam is hishar than that
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of similar onss sold in local stores but, he exglains
that dus to a revolutivnary "referral selling glan®,
thz woman can actually rzceive the cleazner at no cost
at all, He, in eTfect, oTters somethina for nothing,
The salesman goes on to descriue the selling

plan in this way: Thz housawife signs a contract to

pay #2500 for the vacuum cleaner. The comjaany in

turn nledges to pay ths woman ;10,07 Ffor zvery prospect’

c ustomaer shz reters to the company. The only

reguirement, according to the salesman, is that the

persons whose namas the unsusuzcting housawite supilizs,

must agree tc have thz cleaner demonstrated in their
home.

This sounds likzs a bargain - it sounds like
thz housewife will get a free vacuum clzanzr - and

she signs tha contract. Immadiately she supmits the




names ot twenty-Tivz acquaintances to ths company,
sits wack and waits for j25C.00 to be returned to her,
Instead, she ouickly discovars the “catch".

Several weeks later, she receives Trom the
company a check - but for only ;20.00! An attached
letter urges her to send in mors names, ‘/hen she
inguires about the othzr 23 names shzs submittzd, she
is told that somz of theses people could not be
located and that ths names ot the others already had
been reterrzd by another customer,

It is easy enough Tor us tc sez wh=are the
deception lies in such a scheme. First, the consumer
receives no guarantee that thz comzany will actually
contzct the peogle reterr.d to them., Actually, most
of ths timz the company makzs no effort tc do so.
They already have made their profit without such
special effort. Thay usad a retferral salss pitch
merely tc entice consum:zrs to purchase their groduct

at an inflated price.



Second, and less obvious to aven thz educated
and craftty, is the fact that a chain-reterral selling
schame soon comzslately saturates thz market with the
product sold.

Let us look at numozrs for just a momant,
Theoretically a customzr can send in the names o7
tventy-Tive szople who will agree tc have cemonstrations
conducted in their homes. EZach of thesz 25 people
might be abls to lezad the salesman to anothar 25, At
this point, ve already have 825 people involvazd.
However, thsse 625 people would have tou refer 25 namss
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each - or 15,625 means - who in turn would have
lead the company to another 330,625 willing people!
ATter looking at thz geoms2tric grogression of
this selling schame, it is easy to see that iT the
company did in fact contact evary person whose name
was received, every man, woman and child in this city

would guickly =ither own or hava zzen contacted by



the comgpany usin; the referral sales pitch to sell
their products.

It is also now ecasy to see that those who
bought in thes later stages of the referral chain with
the idea of receiving ths product Tres because o7 the
names they cculd refer, would be lefTt holdiny ths bag
because ths mearkast alreacdy would be saturatsd by the
product.

This scheme involves vacuum cleansrs, 3ut
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the product involved Tor color telsvisions, Tor
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cosmetic items, or a dozan othar products and you
have the same dishonesis=lling scheme, in different
wrapaing, but still taking th: dollars of thousands
ot unsuspecting Horth Carclinians throuzhout our
State and giving them far less than thzir dus in raturn.
Such schames as this one, ssrpatrated by Tast-
talking, unscrupulous, selling artists, are clsarly
dishonest wusinass practicas. snd no onz nowgbettar

than you that such practices chesat not only thz custome
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but rob honast businassinen liks you jpeoplsz hgre today.
In my opinion; such business practices not only are
injustices to the buyer and a drain on thes financial
sector, wut also a drain cn thz sccial sector of our
society, Tfor they treed contempt Tor law and Jjustice
and cause pzopls to looses faith in ths frze 2nterprise
system and our way ot liTe. In short, such busin=ss
practicas underminz thz basic principles ugon which
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ad znd weaken the nation we all

o

our country was Toun

1S

love so much.

| am a progonent and defender of the Tree
entergrise system and | beliéve that it ve are to
continuz to have a strong naticn rootzsd in grivate
enterrise, fraudulent practices such as thz2 chain-
reterral scheme must be stogpad and consumzrs and
honest businassimen protected.

UnTortunataly, KHorth Sarolina has not soucht

to adequataly provide this protecticn in tha nast.
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| pointed out this Tact otften during our recent camgaign
for the otfice of Attorney Genzaral, out | am still
somawhzt amazad by immansity of the problem.

| Teel somewhat like the late President
Kenndy, who upon taking oTficas commented, ".'hen we
got into office, ths thing that surprised me most
was to Tind that thinjs were just as bad as we had
been saying they were."

Yle have discovered that North Carolina has
becomz a haven for disregutable Tirms driven from
othar stztes by more adeguate lzgislation and
entorcement of consumer protecticn laws . It is
certainly no secret that when Traudulant opsrators

are forced Trom ons state, they migrate to othars where

=h

the climats is mors Teavoranle.
| sincerely hope that MNorth Carolina will soon
cease to grovide such a comfortanle climate for those

X [} &)

who would come tc Worth Sarolina to grzy on our peoplz, -
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detraud the consumer, aniz take money Trom ths pockets

oT honest businzss. | pledge to you todav that we

HE S

intend to try to make it so hot in this Scutharn

state that these modern—day}quick—buck artists will

L

be afraid to even stop at the country store Tor a

soda pog.
iie have made a good start, | think, Just this
past week, we Tormally established a Consumer Frotection

ice by appointing

Division in the Zepartmznt of Jus

i

a BDeguty Attorney Genesral to organize such a division

and direct activitizss in this area, Those oT you

who read oT Gene deshoy's appointmant, must be as

pleased as | am by his credentials and his willingnass

to accept this position in our HehalT,
sut let w2 hastan to add that consuﬁer srotection

involves Tar more than mzsrely pgrotzcting consumars

and honast Susinzsssmen Trom decentive selling asractices.

It involves rzgresanting vigorously and eTfzctively



thz intzrests of thz consusmer guidlic -~ your interests
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tes, we must pay for telepghone service,
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for electiric power, Tor liawility insurance and a
dozen othar things. Protecting thz consumer m2ans
ensuring you and me th:at when we pay a dollar to a
public utility, we will receive a dollar's worth of
servicas in return,

And this is not a simple matter., Utility law
is a complicated area ot th=z 1l=gal professiaon, It
T

sn2ecial training and ability to

takes a man ©
understand that delicate balance which must be struck

T utility compenizs tc maks a
reasonails groTit and ths interest an:d protzsction of
the consuming puclic. It takes a man oT spacial
training aznd akility tc face the most compztant gprivate

attorneys available across a hzazring room, to hold
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his own on behalf of ths consuming public, and see
thet tneir interests are constantly protected. ile
believe we have Tound such a man to head this new
divisicn in the Departmant of Justice.

Consumer protecticn also means that ycu and
| will be protected Trom sersons or large comganies
who would conspire tc maks illegal profits at the
exgpense oT taxpayers.,

The Tirst regusst | made oT our new consumer
head was that he go to ‘Jashington tc determine vhether
ma jor drug companies in the nation have conszired to
Tix the price of drugs sold to puklic institutions
in Morth Carolina. He has now reported bhack to me
that there is overvhelming evidence that our institu-
tions - and in turn, ws taxpayers - have been
overcharged.

Tharefore, | have instructed r. Senoy, on
behalf of the consuming public, tc aring suit in the
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United 3tates Eastern District Court to recover

nanies as a

{
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excessive profits made by these com
result of what clearly aigears to us to be a price-
£
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fixing scheme. ‘e Teel that the prospgect o

recovering thase tax dollars is excellant.

. 3
A — DL e vt e I
- L i = f . L.
it l,\\ Yo ”& \'\—“‘i'_i . {;__,A L-
J e “ﬂi
\!'.\.\J R ¥ '
\ , ) i
T o T
_1'(\_,& s
§
A v
// ! kk
N [ CLo
o .";':":: Pt ,'}’.\“"'
\.\. ) L
N
P




