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Let me tell ycu how much | agpreciate the
invitation to come tc Rocky wount today and meet with
this fine civic organization. | always feel at home

when | visit with good friends such as you.

| especially appreciate the opportunity to

today be able to talk with you concerning consumers} Ruucsn

protection - a phrase which through the efforts of
good citizens like you is now becoming a househols
wmem cxpression in our State and is causing a great
deal of excitement becausz it emcodies the notions
of fair play which all of us advggate.

a
The words "consumer protection" are important

| A
to me because | bhelieve that mere—vigorsus—consumer

protection is vital to the grovtn and strength of the
: o st (’»"\‘\“\\At.'t;W ﬂ.u&*- wTh encisy \U—-B
free enterprise system. | am dedicated to malntalnlng

that system and pleas=d that | am in a position where



| can work actively, and | hope effectively, to

promote it, | am pleased that | am in a position
& v Lo v e g:égﬁ‘%%\”bd o Ace

vhere | san—work daily te-see that justice is
preserved in this State and Xation,

As a practicing member of the legal profession,
the search for justice for a long time has been my
grimary concern., ©But concern for justice should not
be limited tc those of us in the legal profession or
those of us who are charged with enforcing our laws,
‘For justice is céFEZ%Fly a patriotic virtue, and
without it, in my opinion, no democratic government
can ever truly acguire the respect of its people.

George :iashington recognized this fact :-hen
he stated that "the administration of justice is the
firmest pillar of government," &ut 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 ---



as | am sure you do --- that the true realm of justice
lies in the field of everyday transactions between
men, for whzat is justice except giving every man his
due.

It is this ideal - ensuring that every man
will get his due - that we in the Attorney General's
office are concerned about when we talk of "Consumerdhe"
Protection™ in North Carolina,

‘ihenevar an unscrupulous businas;:ﬁgceives a
consumer about the true price of a product, leading

him to belizve it will cost less than it actually does,



the customer hzs 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 ths customer into a deb= which he cannot
afttord is something else. The one is sound business,
the other fraud.

Whenever an unscrugpulous businsssman advertises
a product he nevér iniends to éell in order to attract
customers to his place of business, ha is willfully
and deliberately\éngagsd in deception and justice is
not being served. 3Such bait and switch advertising
is not only intended to defraud thz customer, but also
the legitimate businessman as well, who advertises
the products he truly intznds tc s2ll, and neithar he
nor the consumer is being given his due.

vWhenever an unscrupulous businassman deceives
a purchaser into beliaving that hs shall rzsceive a

product for gractically nothinz ifT he will marely
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reter the seller to additionhal customars to whom he
will then make the same offer, Jjustice is not keing
served, Tor we all know that no man can stay in
business while giving products away merely 7or the
names oT other people. Such chain-referral selling
does not serve justice, Tor 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 customzr is tricked
into paying an inflated price Tor an unwvanted item,
believing that by reTerring his friends to the same
salesman, he will later recover thz money he has paid
Tor it,

There is one such scheme now operating in North
Carolina which is a grime example o7 this kind o7
deceptive selling.

A housswiTe is approachad by a vacuum cleanar



salesman. His price for thz item is highar than that
of similar ones sold in local stores but, he explains
that due to a revoluticnary "referral selling glan",
the woman can actually rece’ive the cleaner at no cost
at all, He, in effect, offers something for nothing.
The salesman goes on to describe the selling
plan in this way: The housawife signs a contract to
pay $2300C for the vacuum cleaner. The comaany in
turn pledges to pay thz woman ;10.07 for zvery prospective
c ustomer she refers to the company. The only
requirement, according to the salesman, is that the
persons whose namzs ths unsuspecting houssvife supi:lies,
must agree tc have thz cleansr demonstrated in their
home.
This sounds like a bargain - it sounds like
ths housswife will get a free vacuum cleanzr - and

sha signs tha contract. Immediately she submits the



names ot twenty-fTive acguaintances to thes comgany,
sits wack and waits for $250.00 to be returned to her,
Instead, she quickly discovers tha '"catch".

Several weeks later, she receives Trom tha
company a check - but for only ;20.C0) An attached
letter urges her to send in more names. ‘hen she
incuires about the othzar 23 names she submittsd, she
is told that some.of these people could not be
located and that the names ot the others already had
been reTerrad by‘another customer,

It is easy enough 7Tor us to see where the .
deception lies in such a scheme. First, the consumer
receives no guarantee that the comzany will actually
contact the peogle referr:=d to them. Actually, most
ot tha time the company makes no ettort tc do so.
They already have made their protit without such
special effort. They usad a referral salzss pitch
merely to entice consumzrs to purchases their gsroduct

at an intTlated price.



Second, and less obvious to sven thz2 educated
and crafty, is the fact that a chain-referral selling
scheme soon comgletely saturates the market with the
product sold.

| Let us look at numbers for just a moment.
Theorétically a customar can send in the names of
twenty-five people who will agree tc have demonstrations
| conducted in their homes. E£ach of these 25 people
,migﬁi be able to lead the salesman tc anothar 25, At
this point, we already have 625 peopla involvzd,
However, these 625 people would have to refer 25 namas
each - or 15,625 means - wnho in turn would have to
lead the company to another 320,625 willing people!

After looking at the geometric progression of
this selling scheme, it is easy to see that if the
comgany did in fact contact every person whose name
was received, every man, woman and child in this city

would cquickly =ither own or havs tzen contacted by



the company using thz referral sales pitch to sell
their procucts.

It is also now sasy to see that those who
bought in ths later stages ot the referral chain with
the idea of receiving thz product free because oT the
nameslthey cculd refer, would be leTt holding ths bag
because the markst already would bes saturated by the
product,

This scheme involves vacuum cleanzrs, 3ut
swag the product involved for color televisions, for
cosmetic items, or a dozzan othzsr products and you
have the same dishonesiselling scheine, in diTferent
wrapping, but still taking ths dollars of thousands
of unsuspecting korth Carclinians throughout our
State and giving them far less than thesir due in raturn.

Such schemes as this ona, gerpstrated by fast-
talking, unscrupulousz, sellinyg artists, are clsarly
dishonest businass practices. sAnd no onz Knovigbetter

than you that such practices cheat not only the customer
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but rob honest businzssmen 1like you peopls hgre today.
In my opinign, such business practices not only are
injustices te the buyer and a drain on the financial
sector, eut also a drain on thz sccial sector of our
society, for they breed contemst for law and justice
and cause people to loose faith in ths free enterprise
system and our way of life. |In short, such businsss
practices underminz th2 basic principles upon vhich
our country was Tounded and weaken the naticn we all
love so much,

| am a proponent and defender of the free

L

entérprise system and | believe that if we are tc
continue to have a strong naticn rootzd in private
entersrise, fraudulent practices such as thz chain-
referral scheme must be stopped and ccnsumers and
honest businessmen protected.

Unfortunately, lorth Carolina has not sourht

to adeguately provide this grotecticn in th2 past.
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| pointed out this fact often during our recent campaign
for the office of Attorney Genzsral, but | am still
somevhat amazed by immensity oT the problem,

| feel somewhat like the late President
Kenndy, who upon taking office commentad, "i/hen we
got into office, the thing that surnrised me most
was to find that t#in;s were just as bad as we had
been saying they were."

Yle have discovered that North Carolina has
becomz a haven for disreputable Tirms driven from
other states by more adeguate legislation and
enforcement of consumzar protecticn laws ., It is
certainly no secret that when fraudulant operators
are Torced from one state, they migrate to others where
the climate is more favorable,

| sincerely hope that North Carolina will soon
cease to provide such a comfortable climate for those

who would come tc North Carolina to pray on our people,
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detraud the consumer, ant take money Trom the pockets
ot honest businzss. | pledge to you today that we
intend to try tc make it so hot in this Southzrn
state that these modern-day)qa%cﬁfﬁuck artists will
be afraid to even stop at the country store Tor a
soda bop.

e have made a good start, | think, dust—this-

h AV et (oo™
g&a%wweek;‘ﬂeﬁformally established a Consumer Frotection
Bivision in the Department of Justice by appointing
a Deputy Attorney Gensral to organize such a division
and direct activities in this area. Those o7 you
who read o7 Gene Senoy's appointment, must be as
pleasad as | am by his credentials and his willingness
to accept this position in our behalf,

gut let mz hasten to add that consumer protection
involves far more than mzrely protecting consumars
and honzst businessmen Trom deceptive selling practices.

It involves regresenting vigorously and efiectively
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interests o7 the consumer guiblic - your interests
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" who set the ratez, we must pay Tor telejgzhonz service,
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Tor electric power, Tor liability insurance and a
dozen other things. Protecting ths consumer means
ensuring you and me that when we pay a dollar to a
public utility, we will receive a docllar's worth ot
services in return,

And this is not a simple matter. Utility law
is a complicated\area ot th2 l=zgal profession. It
takes a man ot special training and ability to
understand that delicate balance which must be struck
between thz rignt oT utility companizs tc make a
reasonawle grotit and the interest and protection of
the consuming public. It takes a man ot special

training and ability tc Tace the most comaztent private

attorneys available across a hearing room, to hold



his oﬁn on behalf of the consuming public, and see
that their interests are constantly protected. e
believe we have found such a man tc head this new
division in the Jepartment of Justice.

Consumer protection alsc means that you and |
will be protected from persons cor large companies
who would conspire to make illegal profits at the
expense oT taxpayers.

The first reguest | made of our new consumer
head was that he go to ‘lashington to determine whether
major drug comganies in the nation have consgzired 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, | instructed #r. Senoy, on behalf
of the consuming public, to bring suit in the United

States Eastern District Court to recovar excessive

nrofits made by these companies as a result of what
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clearly agpeared to us to be a grice-Tixing scheme.
;e Teel 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 Jivision including Koscot, the
Consent COrder by Continental arketing Associates

and the School Book case.) " -



