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Let me tell yGu how much I appreciate the 

invitation to come to Rocky �ount today and meet with 

this fine civic organization. I always feel at home 

visit with good friends such as you. 

especially appreciate the opportunity to 

today be able to talk with you concerning consumer�� .... )) 

protection - a phrase which through the efforts of 

good citizens like you is now becoming a household 

expression in our State and is causing a great 

deal of excitement because it embodies the notions 

of fair play �hich all of us advocate • 
..,.,_,,.,,, 

cJ... � 
The words "consumer protection" are important 

,Q..,vL�/ 

to me because I believe that more vi g·orous eo11su1,1er 

protection is vital to the gro,ith an:=J streng�h of t_h:,_Ll , >/: �-...n \',,v-"\'\1--\ -�- ,bttJ.� it.::t:l, C"-l',,.,.--75 1-, 

free enterprise system. I am dedicated to maintaining 

that system and pleased that I am in a position �here 



I can v:ork actively, and I hope effectively, to 

promote it. I am pleased that ! am in a posit ion 
S •'-�·<'"l"'''-· V"" �··:J :n�'-1\li"°f --h, ,.__o_,t 

where I -san work daily te see that justice is 

preserved in this State and Nation. 

As a practicing member of the legal profession, 

the search for justice for a lon� time has been my 

primary concern. But concern for justice should not 

be limited to those of us in the legal profession or 

those of us who are charged with enforcing our laws. 

For justice 1s {e
'-

�ta��y a patriotic virtue, and 

with out it, , n my op, n, on, no democratic government 

can ever truly acquire the respect of its people. 

George ,/ash i ngton recognized this fact ;,hen 

he stated that "the adninistration of justice is the 

firmest pillar of government.'' But too many people 

think of the administration cf justice as a purely 

governmental matter which they need not concern 

themselves about. Such people do not realize ---
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as I am sure you do --- that the true realm of justice 

lies 1n the field of everyday transactions between 

men, for wh&t is justice except giving every man his 

due. 

I t  is this ideal - ensuring that every man 

will get his due - that we in the Attorney General's 

off ice are concerned about when we talk of 11 ConsumercJ�.,_,.,..L~ 

Protection'' in North Carolina. 
''h 1 ' . Atot1d . .1 enever an unscrupu ous ous1ness

/\ 
ece1ves a 

consumer about the true price of a product, leading 

him to believe it will cost lass than it actually does, 
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the customer h2.s not been given his due and has not 

been treated justly. Trying to sell a product at 

the highest price the traffic will bear is one thing; 

deceiving tha customer into a debt which he cannot 

afford is something else. The one is sound business, 

the other fraud. 

Whenever an unscrupulous businessman advertises 

a product he never intends to sell in order to attract 

customers t6 his place of business, he is willfully 

--
and deliberately engaged in deception and justice is 

not being served. Such bait and switch advertising 

is not only intended to defraud the customer, but also 

the legitimate businessman as well, who advertises 

the products he truly intends to sell, and neither he 

nor the consumer is being given his due. 

Vhenever an unscrupulous businessman deceives 

a purchaser into believing that he shall receive a 

product for practically nothino if he will merely 
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refer the seller to additional customers to whom he 

will then .1.' 
Lif 8 same O..c.c,.....r i i c;: ' justice is not being 

served, for we all know that no man can stay in 

business while giving products away merely for the 

names of other people. Such chain-referral selling 

does not serve justice, for we all know that no 

business is honest that pretends to give products away. 

Business, after all, is not charity, and honest 

business is also a loser when a customer is tricked 

into paying an i�ilated price for an unvanted item, 

believing that by referring his friends to the same 

salesman, he will later recover the money he has paid 

-", or •· t • 

There is one such scheme now operating in North 

Carolina which is a prime example of this kind of 

deceptive selling. 

A housewife is approachad by a vacuum cleaner 
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salesman. His price for the item is higher than that 

of similar ones sol cl in local stores but, he exp 12, ins 

that due to a revolutionary "referral selling plan", 

the woman can actually rece'ive the cleaner at no cost 

at all. He, in effect, offers someth in,;; for nothing. 

The salesman goes on to describe the selling 

plan in this way: The hou3ewife signs a contract to 

pay $,:250,00 for the vacuum cleaner. The company in 

turn pledges to pay tha woman )lo.on for every prospective 

c ustomer she refers to the company. The only 

requirement, according to the salesman, is that the 

persons whose names the unsuspecting housewife supplies, 

must agree tu h�ve th3 cleaner demonstrated in their 

home. 

This sounds like a bargain - it sounds like 

the housewife will get a free vacuum cleaner - and 

sha signs the contract. Immediately she submits the 
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names of twenty-five acquaintances to the company, 

sits �ack and waits for J25C.DD to be returned to her. 

Instead., she quickly discovers the "catch". 

Several weeks later, she receives from the 

company a check - but for only )20.DO! An attached 

lette� urges her to send in more names. When she 

inquires about the other 23 names she submitted, she 

is told that some of these people could not be 

located and that the names of the others already had 

been referred by another customer. 

It is easy enough for us to see where the 

deception lies in such a scheme. First, the consumer 

receives no guarantee that the company will actually 

contact the people raferr�d to them. Actually, most 

of tha time the company makes no effort to do so. 

They already have made their profit �ithout such 

They used a referral sales pitch 

merely to entice consumsrs to purchase their product 

( at 2.n inflated pr ice. 
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Second, and less obvlous to even the educated 

and crafty, is the fact that a chain-referral selling 

scheme soon completely saturates the market with the 

product sold. 

Let us look at numbers for just a moment. 

Theoretically a customer can send in the names of 

twenty-five people who will agree to have demonstrations 

conducted in their homes. Each of these 25 people 

might be able to lead the salesman to anothar 25. At 

this point, we already have 625 people involvsd. 

However, these 625 people would have to  refer 25 names 

each - or 15,625 means - who in turn would have to 

lead the company to another 390,625 willing people! 

After looking at the geometric progression of 

this selling scheme, it is easy to see tha.t if the 

company did in fact contact every person whose name 

. d ' ' · 1 ' was receive , every man, woman ano en, □ in this city 

would auicklv either own or have been contacted bv 
' - , 
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the company usin� the referral sales pitch to sell 

their products. 

It is also now easy to see that those who 

bought 1n the later stages of the referral chain with 

the idea of rece1v1ng the product free because of the 

I names they could refer, would be left holding the bag 

because the market already would be saturated by the 

product. 

This scheme involves vacuum cleaners. But 

swap the product involved for color televisions, for 

cosmetic items, or a dozen othar products and you 

have the same dishonesiselling scheme, 1n different 

wrapping, but still taking the dollars of thousands 

of unsuspecting North Carolinians throughout our 

State and giving them far less than their due in return. 

Such schemes as this one, perpetrated by fast­

selling artists, are clearly 

dishonest business pr�1ctices. hnd no on2 ::nov�better 

than you that such practices cheat not only the customer 
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but rob honest businessmen like you people here today. 

In my opinion, such business practices not only are 

injustices to the buyer and a drain on the financial 

sector, but also a drain on the social sector of our 

society, for they breed contempt for law and justice 

and cause people to loose faith in the free enterprise 

system and our way of life. In short, such business 

practices undermine the basic principles upon uhich 

our country was founded and weaken the nation we all 

love so much. 

I am a proponent and defender of the free 

enterprise system and I believe that if we are to 

continue to have a strong nation rootsd in private 

enter�rise, fraudulent practices such as the chain­

referral scheme must be stopped and consumers and 

honest businessmen protected. 

Unfortunately, North Carolina has not sought 

to adequately provide this protection in the past. 
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I pointed out this fact often during our recent campaign 

for the office of Attorney General, but ! am still 

h t I b . ·t ,: th bl somew a amazea y 1mmens1 y o,. e pro _em. 

feel somewhat like the late President 

Kenndy, who upon taking office commented, "Jhen we 

got into office, the thing that surprised me most 

was to find that thin;s were just as bad as we had 

been saying they were.'' 

We have discovered that North Carolina has 

become a haven for disreputable firms driven from 

other states by more adequate legislation and 

enforcement of consumer protection laws It is 

certainly no secret that when fraudulant operators 

.J: d .c 
.t. ' I I  • I t t' I are ,orce ,ram one Slate, tney migrate o o·ners wnere 

the climate is more favorable. 

sincerely hope that North Carolina vill soon 

cease to provide such a comfortable climate for those 

who would come to North Carolina to prey on our people, 
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defraud the consumer, and take money from the pockets 

of honest business. I pledge to you today that we 

intend to try to make it so hot in this Southern 

state that these modern-dayJEtt:Jick-b'uck artists will 

be afraid to even stop at the country store for a 
I 

soda pop. 

We have made a good start, I th ink. .Jtts-:l.:-ti'1-+s-
l1 o.ve., ct r....",____,_,.,, 

p..,'1-&4:--wcck, vie /J formally established a Consumer Protection 

Division in the Department of Justice by appointing 

a Denut11 Attornev General to orqanize such a division 
I J J - -

and direct activities in this area. Those of you 

who read of  Gene Senoy's appointment, must be as 

pleased as I am by his credentials and his willingness 

to accept this position in our behalf. 

But let ma hasten to add that consumer protection 

involves far more than merely protecting consumers 

and honest businessmen from deceptive selling practices. 

It involves representing vigorously and effectively 
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the interests of the consumer public - your interests 

' . t J .. ' ,.. ("\I ! - l ' 
. 

anu my 1n ·ares c.:.:,- o::;Tore J1:ate regu .. E'.t □ry agenc I es 

who set the rates, we must pay for telephone service, 

for electric power, for liability insurance and a 

dozen other things. Protecting the c onsumer means 

ensuring you and me that when we pay a dollar to  a 

public utility, we will receive a dollar's worth of 

services in return. 

And this 1s not a Simple matter. Ut i lit:/ law 

is a complicated area of the legal profession. It 

takes a man of special training and ability to  

understand that delicate balance uhich must be struck 

betDeen the right of utility comp&nies tc make a 

I l r • ' reasonac e proT11: and the interest and protection of 

the consuming public. It takes a man .<: • l 01 SD8Cla 
I 

training and ability to face the most c ompatent private 

attorneys available across a hearing room, t o  hold 
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\ his own on behalf of the consuming public, and see 

that their interests are constantly protected. Je 

believe we have found such a man tc head this new 

division in the Department of Justice. 

Consumer protection also means that you and 

will be protected from persons or large companies 

who would conspire to make illegal profits at the 

expense of taxpayers. 

The first request l made of our new consumer 

head was that he go to Jashington to determine whether 

major drug companies in the nation have conspired to 

fix the price of drugs sold to public institutions 

in North Carolina. He reported back to me that there 

was overwhelming evidence that our institutions - and 

in turn, we taxpayers - have been overcharged. 

Therefore, I instructed Mr. Uenoy, on behalf 

of the consuming public, to bring suit in the United 

States Eastern District Court to recover excessive 

profits made by these companies as a result of what 
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clearly appeared to us to be a price-fixing scheme. 

�e feel that the prospect of recovering these tax 

dollars is excellent. Since that time you have read 

the newspaper accounts of our progress in this case. 

(Explain what has occurred in the drug price fixing 

case and comment on other actions taken by the 

Consumer Protection Division including Koscot, the 

Consent Order by Continental Marketing Associates 

and the School Book case.) 


