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SITUATION 1  Tim, 15, thrusts a piece of paper under the nose 
of 13-year-old Billy Joe. “It’s a contract,” he says. “Sign it.” The paper 
says, “I, Billy Joe, promise Tim the answers he needs for the math 
exam. In exchange, Tim will not beat up Billy Joe on the way home 
ever again.” Billy Joe is scared. He takes the paper and scrawls his 
name quickly.

Is this a contract?

The first part of this chapter is about contracts. Contracts are legally 
binding agreements used in borrowing money, obtaining housing, and 
getting a job. In short, contracts are basic to living in our society. The 
second part of the chapter is about consumer law. Consumer law governs 
the spending of money for personal, family, and household purposes. It 
covers purchases as major as a car and as minor as a piece of gum.

CONTRACTS

The right to enter into contracts is an important legal right. A contract 
is an agreement between two or more people requiring each person to 
do something specific. This agreement may also require a person to 
refrain from doing something that he or she has a right to do. Con-
tracts have four essential ingredients. To have a legal contract, there 
must be (1) a mutual agreement or “meeting of the minds,” (2) two or 
more parties capable of contracting or reaching an agreement, (3) an 
agreement in which all parties have to carry out some obligation, and  
(4) a lawful purpose. 



Contracts and Consumers 39

Requirements for a Contract

A Meeting of the Minds
Basic to a contract is a “meeting of the minds.” 
The parties have to understand and express to 
each other what is expected of each of them. 
For instance, in a situation in which something 
is being bought and sold, both the buyer and 
the seller have to agree on what is being bought 
and sold and the price of what is being bought 
and sold. The process of making a contract usu-
ally begins with one party making an offer. The 
other party may accept the offer, reject the offer, 
or make a counteroffer. Making a counteroffer 
is negotiating. 

To create a contract, one person must ac-
cept another person’s offer or counteroffer. A 
legally binding contract is formed once an offer 
or counteroffer is accepted. An offer or coun-
teroffer can only be accepted by the person to 
whom it is made.

The meeting of the minds necessary for a 
contract can only occur when the agreement is 
freely entered into by both parties. If one party 
is coerced into signing, then their minds have 
not met. The legal term for being coerced into 
entering a contract is “duress.” Under Georgia 
law, duress is defined as imprisonment, threats, 
or other acts by which the free will of a party is 
restrained and his or her consent induced. For 
example, what if a salesperson has “pressured” 
you into signing a contract to buy a motorcycle? 
Could you get out of the contract? Maybe, but 
if you took the motorcycle home and used it, 
probably not. Your use of the motorcycle would 
reinforce your acceptance of the contract.

Parties Capable of Contracting
The expression “parties capable of contract-
ing” has a very specific legal meaning. To have 
a contract, the minds of the parties must meet. 
For minds to meet, each party must understand 
what is taking place.

The law regards certain groups of people 
as incapable of understanding agreements. The 
mentally incompetent, for example, are consid-

ered unable to make a valid contract. The courts 
could void a contract signed by a mentally in-
competent person.

Young people are also considered incapable 
of understanding enough about contract obliga-
tions to be bound by what they sign. In Georgia, 
the legal age of majority (the age at which a per-
son is considered to be an adult in contractual 
situations) is 18 years. Youths under 18 (that is, 
minors) may not legally enter into contracts.

SITUATION 2 Jane Junior, 17, lied about her 
age when she contracted to buy a used car 
from Marty. She agreed to pay off the car over 
the year. But when Jane lost her job, she was 
no longer able to make the payments required 
under the contract. Marty wants Jane to pay the 
money or return the car.

Is the contract valid, since Jane was under age? 
Can Marty recover his money?

 The law does not allow persons under 18 to 
enter into contracts. However, the age require-
ment does not mean that persons can lie about 
their ages to sign contracts and retain the ben-
efits without paying for them. In Georgia, to get 
out of a contract, a minor usually must return the 
benefits, if possible. Jane would probably have 
to return the car.

One kind of minor can enter into contracts 
under Georgia law. Someone under 18 who is 
not supported by his or her parents can be legally 
classified as an emancipated minor. An emanci-
pated minor may enter into contracts (in certain 
limited situations) for necessities (that is, food, 
clothing, shelter, and education).

An Agreement with Obligations

Suppose Steve says to Rick, “I will give you my 
horse next Tuesday.” Rick says, “I agree.” Would 
this be a contract? No, it is a proposal to make a 
gift. In a contract agreement, both parties—not 
just one—must have some type of obligation. 
They must each make some promise to the other. 
These mutual obligations are called consider-
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ation. Without each party agreeing to obliga-
tions, no contract exists.

SITUATION 3  Mr. Venerable wrote a letter 
to Yolanda that said, “If you will drive me to the 
grocery store every Friday afternoon to shop,  
I will leave you $10,000 in my will.”

Would this be an enforceable contract?

It probably would. The driving may not be 
worth $10,000. Nonetheless, it is a considera-
tion, however small, for the $10,000 bequest.

 In rare cases, a great variance in obligations 
may be used as evidence to void a contract. If the 
terms of the contract are so one-sided that it is 
obvious that no sane or reasonable person would 
agree to them and no honest person would take 
advantage of those terms, the contract is said to 
be unconscionable. An unconscionable contract 
will not be enforced by the courts. For exam-
ple, suppose Mr. Venerable had offered Yolanda 
$10,000 to drive him one afternoon only and she 
had agreed. Then the contract could be voidable. 
That would be particularly true if there were also 
a great difference between the mental abilities of 
the two parties. For instance, if Mr. Venerable 
had Alzheimer’s disease and Yolanda was known 
to have taken advantage of people, the contract 
could be voidable.

The consideration does not have to be of 
equal value on both sides, and it does not have 
to be money. It can be a concrete object or an 
action. It can be a promise to do something that 
someone is not already required to do, or it can 
be a promise to keep from doing an activity that 
someone has a legal right to do. What if John 
promises to give Richard $100 if Richard does 
not smoke cigarettes for a year? Their agreement 
would be enforceable.

It is not essential to a contract that the mu-
tual obligations be carried out at the same time. 
One person may perform his or her obligation 
immediately. The other person may carry out the 
obligation at some time in the future.

It is possible to have a contract in which both 
persons agree to perform in the future. An example 
would be a contract in which an author agrees to 
write a textbook and a publisher agrees to publish 
it and pay the author $5,000 when it is done.

A Legal Purpose
Having a legal purpose is as important to a con-
tract as having a meeting of the minds, legally 
capable parties, and mutual obligations. How-
ever, unless prohibited by law, almost any pur-
pose is permissible in our free society. A contract 
cannot be enforced by law unless its purpose is 
legally permissible.

SITUATION 4  Jake and Terry write out a 
contract. In it, Jake says he will pay Terry $100 
if the University of Georgia is number one in 
the football rankings at the end of the season. 
Terry says he will pay Jake $100 if it is not. 
The team does not make the top spot. Terry 
refuses to pay. 

Can Jake take him to court to get his money?

SITUATION 5 Fred wants to sell some land 
to the city for a park. He will sell it for a dollar 
if use of the park is restricted to white people 
only. 

Would a contract between the city and Fred 
be legal?

Jake and Terry (situation 4) have a gambling 
contract. It would be illegal and not enforceable 
by the courts. A contract to break a law—wheth-
er it involves gambling, beating someone up, 
or buying illegal drugs—does not have a legal 
purpose. It cannot be enforced. Further, being 
party to a contract to break a law can land a per-
son in jail.

Just because a contract does not break a crim-
inal law doesn’t mean that it has a legal purpose. 
A contract that doesn’t comply with a civil statute 
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or that violates constitutional, statutory, admin-
istrative, or case law also is illegal. For that rea-
son, the contract imposing racial discrimination 
(situation 5) would be illegal and unenforceable. 
Governments cannot violate the constitutional 
rights of individuals to equal protection under 
the law.

Spoken and Written Contracts
Contracts may be oral (that is, spoken) or writ-
ten. How  ever, spoken contracts are diffi cult to 
enforce in court because they are diffi cult to 
prove. Certain types of contracts must be in writ-
ing in order to be enforceable. For example, a 
promise to pay someone else’s debt must be in 
writing. So must a contract to buy or sell real 
estate. Any agreement that cannot be fully car-
ried out by both parties within one year must 
also be written.

Courts will presume that each party to a 
written contract has read the contract and under-
stands it. It is diffi cult to convince a court that 
a person did not understand the terms of the 
contract. To the courts, the signing of a con-
tract means that there has been a meeting of 
the minds. Therefore, it is very important to 
understand the terms of a contract before sign-
ing it. However, sometimes state or federal laws 
will protect a consumer even if that consumer 
has signed a contract. (See “Voiding a Contract: 
Fraud” later in this chapter.)

Unfortunately, people often sign contracts 
without reading them for any number of reasons. 
For one thing, the wording in contracts can be 
diffi cult to understand (see fi gure 4-1). There 
are currently efforts to have contracts written 
in plain English.

If you don’t understand a contract, ask some-
one you trust to explain it to you. Figure 4-2 
gives other guidelines to use when entering into 
a contract.

Enforcing Contracts
To be found enforceable, a contract must have 
the four essential ingredients. In addition, the 
court must also fi nd that there was no legal justi-

fi cation for one of the parties not to carry out his 
or her contract obligation. If the four ingredients 
are in place and there is no legal justifi cation for 
not complying with the contract, a lawsuit can 
be made successfully against the party breaking 
the contract.

If the party attempting to prove the contract 
succeeds, the court will make a decision (or judg-
ment) in favor of that party. This decision says 
that the other party must pay a certain amount of 
money for breaching (or breaking) the contract. 
The winning party then has the right to collect 
the money from the party that is sued.

FIGURE 4-1

Contract Language vs. Plain English

Contract Language: Each of us hereby both in di-
vidually and severally waives any or all benefi t or relief 
from homestead exemption and all oth er ex emp tions or 
moratoriums to which the signers or any of them may 
be entitled under the laws of this or any other state, 
now in force, or hereafter to be passed as against this 
debt or any renewal there of.

Plain English Meaning: If I don’t pay, you can come 
and take even the personal belongings that state law 
would allow me to keep.

Contract Language: Upon default, the creditor may 
retain the collateral as his property or may sell or other-
wise dispose of the collateral pur su ant to the (state) 
Uniform Commercial Code, where up on debt or shall be 
liable for and shall pay any de fi ciency on de mand.

Plain English Meaning: If I fail to make a pay ment, 
you can repossess and try to sell what I bought from 
you. If you don’t get the full purchase price back, I’ll 
still owe you the difference be tween the sale pro-
 ceeds and the full purchase price. (For ex am ple, 
if you take back a perfectly good $500 TV set and 
can get only $150 for it, I lose the TV and still owe 
you $350.)

Source: Adapted from Georgia: A Consumer’s Guide. At lan ta: 
Gov er nor’s Offi ce of Consumer Affairs.
Note: This kind of language is often found in contracts between 
borrowers and lenders.  These contracts are discussed in chapter 5.
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What if the sued party does not willingly 
honor the court’s order to pay? Then a court of-
ficer (for example, a sheriff) may be ordered to 
seize the money of the party breaking the con-
tract and deliver it to the other party. The of-
ficer also has the power in most cases, to seize 
property of the contract-breaker. The property 
may be sold to obtain money to pay the civil 
judgment.

Sometimes, however, the judgment comes in 
the form of an order for “specific performance,” 
which means that a party is obligated by contract 
to do something other than to pay money. Then 
the court may order the person to do whatever 
is required. For instance, if you made a contract 
to buy a one-of-a-kind baseball card of a famous 
player but the seller changes his or her mind, 
you might be able to get specific performance in 
the form of receiving the card itself rather than 
the value of the card. If a person refuses to do 
what the court orders, he or she could be jailed 
for contempt of court. However, in the United 
States, people cannot be jailed for being unable 
to pay money they owe.

Many people mistakenly believe that there is 
a right to cancel most consumer contracts within 
three days of entering into them. Only certain 

kinds of contracts are required by law to have a 
cancellation period. Examples include door-to-
door sales and sales of services.

Voiding a Contract: Fraud
When one person tries to mislead another, the 
parties will not be expecting the same things 
from their contract. Such attempts to deceive 
are sometimes considered to be fraud.

Fraud can prevent a meeting of the minds. 
Therefore, a contract often can be legally voided 
for reasons of fraud. To void a contract for fraud, 
it must be shown that the party attempting to 
prove fraud relied on the other party’s fraudu-
lent statements. It must also be shown that these 
statements were crucial to the bargain. In other 
words, the bargain never would have been made 
if the fraudulent statements had not been made. 
A person selling a car who claims that it has 
100,000 miles when it really has 200,000 would 
be an example of fraud. Would the following 
situations be examples of fraud?

SITUATION 6  A man wants to buy a used 
car. The salesperson says it has only been driven 
by a “little old lady.” Later, the buyer learns that 
the car was owned and driven by a middle-aged 
businessman.

SITUATION 7  An auto dealer advertises a 
new line of cars as “super steeds.” In fact, bill-
boards around town say they start up like “race 
horses bursting from the gate.” A buyer of one 
of the cars becomes angry when the car doesn’t 
seem to perform as described.

SITUATION 8 Another auto dealer advertises 
the same new line of cars as having 350-horse-
power engines. A buyer of one of the cars is 
suspicious of the claim. He discovers the car’s 
engine is 250 horsepower.

Both situations 6 and 7 would not be con-
sidered fraud. In situation 6, the identity of the 
previous driver would probably not be regarded 
as crucial to the bargain. After all, which is re-
ally important—who drove the car, or how much 
it was actually driven? The buyer should have 
asked how many miles the car had been driven.

FIGURE 4-2

When You Enter a Written Contract

•   Read and understand the contract before signing it.

•   Don’t sign any contract that has unfilled blanks.

•   Don’t sign a contract if the signature line is on a page 
by itself.

•    Be sure what you are buying or what you have been 
promised is clearly written. The contract should include 
information on the quality of goods, terms of services, 
repair or replacement guarantees, all charges, etc. 

•   Check on provisions for canceling the contract.

•     Make sure any changes in the contract are initialed and 
dated by you and the other party.

•    Make sure your copy of the contract is identical to the 
other party’s copy.

•   Keep the contract in a safe place.
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Matters of opinion generally are not con-
sidered facts by the court. What is the speed of 
“super steeds” in regard to cars (situation 7)? It 
would certainly be a matter of opinion on which 
minds might not meet. Such claims are quite 
common in advertising. They are referred to as 
puffery. Puffery is not illegal. It is assumed that 
consumers will be wary enough not to be misled 
by such exaggerations.

Value is also regarded by the courts as a 
matter of opinion. Suppose you buy a guitar for 
$100. You are later told it is worth only $50. You 
would not be able to sue on the basis of being 
defrauded.

On the other hand, the advertisement in sit-
uation 8 involves information crucial to the bar-
gain. It does not just involve an opinion. Either 
an engine has 350 horsepower or it does not—a 
fact that would have to be considered crucial to 
the purchase of the car. The dealer’s statement 
in situation 8 would involve fraud or breach of 
other state law.

O n l y  t h e  F a c t s
1. What are the four ingredients of a contract?
2. What is meant by a “meeting of the minds”?
3. What kinds of contracts must be in 

writing?
4. How does the state enforce contracts?
5. Give an example of fraud.

T h i n k  A b o u t
1. At what age do you think people 

should be able to enter into contracts? 
Defend your answer.

2. Unless it can be proved that there 
was no meeting of the minds between 
parties, a contract can be legally up-
held even if one party did not under-
stand it before signing. What reforms 
might you recommend to protect 
contract signers?

SUMMING UP CONTRACTS

At this point, you can easily explain why situa-
tion 1 at the beginning of this chapter is not an 
enforceable contract. The parties are minors, 
one party was under duress, the obligations are 
vague, and it has illegal purposes. Beating up 
someone is a crime called battery.

Subsequent chapters discuss different kinds 
of contracts, including those basic to consumer 
law and borrowing money. Borrowing money 
usually involves a contract between a lender and 
a borrower. Renting a home involves a contract 
between a landlord and a tenant. Jobs are usu-
ally contractual arrangements. Owning a car can 
involve a contract between an automobile dealer 
and a buyer. It also involves a contract between 
an insurance company and an insured person. 

CONSUMER LAW

Long before there was any law protecting con-
sumers, the doctrine of caveat emptor (“let the 
buyer beware”) prevailed. In other words, the 
best protection for a consumer is to be very care-
ful:

• Be careful about the person or firm selling 
the goods or services.

• Be careful about the quality of goods or 
services.

• Be careful about the price and terms of 
payment.

In this century, the first major bill to protect 
consumers was called the Pure Food and Drug 
Act. Passed by Congress in 1906, it prohibited 
the mislabeling of the contents of food, liquor, 
and medicine containers. About this time, many 
states, including Georgia, also passed laws to 
protect the public against unwholesome food 
and harmful ingredients in drugs. Since then, 
numerous consumer-protection laws have been 
passed.

Why has there been an increase in consumer 
laws? One reason is that we live in an age of mass 
production. Buyers and makers of goods usually 
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don’t know each other. When people bought 
shoes from the village cobbler, they could com-
plain when the shoes were not well made. Now 
people buy shoes made in other states or coun-
tries. Getting satisfaction for poorly made shoes 
or other products can be almost impossible.

This disconnection between buyers and sell-
ers means also that more and more goods travel 
through interstate commerce. Regulating inter-
state commerce is one of the powers given by the 
Constitution to Congress. This power has enabled 
Congress to pass consumer-protection laws.

In the U.S. economy, most dealings between 
consumers and sellers or lenders are relatively 
free of government control. Generally, laws reg-
ulating sellers or lenders are passed only when 
the practices of sellers have seemed deceptive, 
harsh, unfair, or misleading. Some fields of con-
sumer law have required more regulation than 
others. They are discussed in this chapter and 
in chapter 5.

Regulating Product Quality (Warranties)
When you buy something at a store—be it a ste-
reo cassette or a tennis racket—you expect that 
it will work. You also expect it to last for some 
period of time. What if it doesn’t? What rights 
do you have as a buyer?

Warranties are a consumer’s major safeguard 
of product quality. A warranty is the seller’s le-
gal promise or guarantee as to the quality of the 
goods. There are two kinds of warranties: implied 
(or statutory) and express (or contractual).

Implied (Statutory) Warranties
Implied (or statutory) warranties are imposed on 
products by law. Nearly every state in the United 
States has adopted a set of laws called the Uni-
form Commercial Code (UCC). Among these 
laws is a law providing that goods purchased from 
a merchant are assumed to have certain warran-
ties. A merchant deals in goods of a particular 
kind. A large store like Wal-Mart is a merchant 
of many different kinds of goods. These war-
ranties are said to be implied because they do 
not have to be formally stated by the merchant. 

However, implied warranties can be waived (or 
given up) by the consumer.

There are three implied, or statutory, war-
ranties: (1) warranty of merchantability, (2) war-
ranty of fitness, and (3) warranty of title.

Warranty of merchantability. Merchantable 
goods are goods that are fit to be sold. The war-
ranty of merchantability means that the goods 
are fit for the ordinary purpose for which such 
goods are sold. It can also mean they are as de-
scribed on the package or label and that the 
goods are of fair or average quality. However, it 
is not a guarantee that the goods are of superior 
or outstanding quality. Does this warranty exist 
in the following situation?

SITUATION 9 Betty buys an electric fan. She 
takes it home, and it doesn’t work. Clerks at 
the store refuse to take it back or exchange it. 
They say they never guaranteed the fan would 
work. There is no bill of sale beyond a cash 
register receipt. 

Does the store have any obligation?

The warranty of merchantability exists whether 
or not the seller states it in words. In situation 9, 
there is no evidence that Betty waived any part 
of this warranty. Therefore, the store has a legal 
duty to sell her a fan that works. The result might 
be different if Betty found that the fan was not 
as quiet as she might have liked. In that case, the 
warranty might not apply.

Warranty of fitness.

SITUATION 10 Mr. Green needs something 
to kill a specific weed that is attacking his crop 
of beans. He asks the farm supply store owner 
what he would recommend. The store owner 
says he has just the thing. Mr. Green buys a 
large amount of the chemical recommended. 
It doesn’t work. 

Has the warranty been broken?
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If the seller knows that the goods are to be 
used for a particular purpose, there is also an 
implied warranty that the goods are fit for that 
purpose. This assumption is particularly true if 
the buyer is relying on the judgment of the seller 
in selecting the goods. This warranty would ap-
ply in situation 10.

Warranty of title.

SITUATION 11  At Will’s garage sale, Carol 
buys a handsome television set. When she takes 
it home, Ann, Will’s cousin, appears at her door. 
Ann says that the television is hers and that 
Will had no right to sell it. She shows Carol 
her bill of sale. Carol calls Will. He admits the 
television was not his but refuses to return 
Carol’s money. 

What are Carol’s legal rights?

The implied warranty of title means that a 
buyer has the right to assume, unless told other-
wise, that a seller owns the property he or she is 
selling. It means the seller has the right to sell 
it. Buyers also can assume that they will be the 
sole owners of whatever they buy, unless told 
otherwise. In situation 11, Carol would have a 
legal right to the return of her money.

Waiving implied warranties.

SITUATION 12 Gerry decides to buy a used 
car from Tom. She looks it over carefully and 
test-drives it. The car seems okay to her. When 
she gives Tom the check, Tom gives her a bill of 
sale. It states that the car is sold “as is.” Gerry 
signs the bill. A few days later, the transmission 
goes out on the car. 

Can Gerry get any money back from Tom?

The implied warranties of merchantability 
and of fitness for a particular purpose may be 
waived by the buyer. Often, this waiver occurs 
when goods are accepted “as is,” “in present con-
dition,” or words to that effect. To be effective, 

these types of phrases must be prominent and 
conspicuous.

Used cars are frequently sold “as is,” which 
means that the seller does not warrant their con-
dition. If they break down, the loss is the respon-
sibility of the buyer. By signing a bill of sale that 
stated that the car was being sold as is, Gerry (in 
situation 12) gave up the implied warranties of 
merchantability and fitness. She therefore prob-
ably cannot recover her money from Tom.

SITUATION 13  Wanda buys a dress at a 
shop. A sign over the cash register reads “No 
Refunds or Exchanges.” When she gets home, 
she notices a bad stain in the skirt. She had not 
seen it when she hastily tried on the dress. 

Can she get her money back?

A store that does not give refunds or exchanges 
is, in effect, selling goods “as is.” It is making its 
customers give up the warranties of merchantabil-
ity and fitness. However, customers must know 
about the policy. To be valid, the policy may have 
to be in writing and conspicuous to the buyer. In 
situation 13, the store policy was clearly posted on 
signs. For these reasons, Wanda probably would 
not be able to get her money back.

The “as is” sign on this truck tells the buyer that 
there will be no refunds or exchanges.
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Express (Contractual) Warranties
Express (or contractual) warranties are created 
by certain actions of the seller or manufacturer. 
You are probably most familiar with written war-
ranties that accompany goods. These warranties 
usually make some guarantee about the material, 
workmanship, and performance of a product. 
They usually state what the manufacturer or seller 
will do if a product does not perform well.

Express warranties can also be created by 
the seller by

1. making a specific promise or affirming a 
fact. Suppose a saleswoman says the store 
will make any necessary repairs on a com-
puter free of charge for a year. She is cre-
ating an express warranty.

2. a written description of the goods. If a mail 
order catalog describes a tent as waterproof, 
an express warranty is created.

3. showing a sample or model to the buyer. 
In doing so, the seller is promising that 
the item actually sold to the buyer will 
be like the model shown prior to the sale. 
Suppose a shop owner demonstrates a 
color television, and you buy an identical 
model. You should expect it to perform 
the same way. The owner has created an 
express warranty.

An express warranty may also take the form 
of a bill of sale that a buyer must sign. However, 
the bill of sale may limit or disclaim the seller’s 
responsibility for defects in the product. It may 
ask the buyer to give up implied or even express 
warranties. Be sure to read documents you are 
required to sign at the time of a purchase.

Warranties can be full or limited. A full war-
ranty assures the buyer that the goods are to-
tally free from defects at the time of the sale. It 
may include an obligation that the seller repair 
the goods within some time limit if they do not 
work properly.

SITUATION 14 Selina buys a sewing machine. 
With it is a written statement that the machine 
has a full warranty. The next week, the machine’s 
motor breaks down. Selina takes it back to the

store. The manager tells her the full war-
ranty is only on the paint on the cabinet. He 
says that the warranty on the working parts 
is limited to labor only. She will have to pay 
$250 for a new motor, but labor will be free. 

Can she sue? On what basis?

In the case of products that have more than 
one part, some parts may be under full warranty; 
other parts may be under limited warranty. A lim-
ited or partial warranty is, as the name implies, 
something less than a full warranty. Whether 
Selina can sue would depend on what the writ-
ten statement actually says. Like other contracts, 
warranties should be read carefully. You should 
note that “full” warranties are the exception 
rather than the rule.

If a Warranty Is Broken
What can you do if a seller doesn’t meet a war-
ranty? Figure 4-3 gives guidelines for complaints 
about warranties and other consumer problems. 
However, an important law passed in 1975, the 
Magnuson-Moss Warranty Act, provides addi-
tional protection. The act requires that written 
warranties be clearly expressed so that consumers 
know what they are getting. It covers the differ-
ent aspects of warranties such as materials, work-
manship, performance, and actions that will be 
taken if a product does not work well. The act 
says that if a seller gives an express warranty, the 
consumer cannot lose any implied warranties.

Under the Magnuson-Moss Warranty Act, 
a seller who violates the terms of a warranty or 
service contract can be sued by a purchaser with 
a claim of more than $25.

Regulating Product Safety
The regulation of product safety is similar to that 
of product quality. However, the protections of 
the consumer from unsafe products are broader 
and cannot be so easily waived. The area of state 
law governing product safety is known as Prod-
ucts Liability Law. Products liability is part of a 
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larger body of law called torts, which deals with 
the rights of individuals to recover damages for 
personal injuries. This aspect of tort law puts re-
sponsibilities for product safety on the maker and 
seller; both can be held liable for damages.

Under Georgia law, manufacturers of goods 
are strictly liable for injuries caused by their de-
fective products. Defective products are not safe 
for their intended use, either because of a prob-
lem with their design or because of a defect re-
sulting from the manufacturing process. Strict 
liability means that it is not necessary to show 
that the manufacturer was negligent or careless 
in failing to discover that its product was defec-
tive. The idea behind strict liability is that manu-

facturers who put goods on the market are in a 
better position than individual consumers to pay 
the costs of injuries that their products cause. 

Strict liability also gives manufacturers an 
added incentive to produce safe products. Any 
person injured by the use of a defective product 
may sue the manufacturer under the law of strict 
liability, even if that person was not the origi-
nal buyer of the product. The principle of strict 
liability differs from the protection provided 
by warranties, which usually only protect the 
buyer of the product. Georgia law also requires 
manufacturers and sellers of consumer goods to 
provide adequate warnings about the dangers as-
sociated with their products. Manufacturers and 
sellers may be liable if they fail to do so.

In addition, because of concerns about safety, 
a number of federal laws set standards for prod-
uct safety (see figure 4-4). There are also nu-
merous agencies that work to protect consumer 
safety. The oldest federal agency is the federal 
Food and Drug Administration (FDA). It reviews 
all drugs for safety, effectiveness, and correct la-
beling. If it is claimed that a food has nutritional 
value, then its package must be labeled. It must 
state the product’s name, manufacturer, weight, 
and ingredients. The FDA is also responsible for 
cosmetic safety. It does not test cosmetics, but it 
does act on consumer complaints.

The Consumer Product Safety Commission 
can issue safety warnings about unsafe products. 
It can also prohibit the sale of dangerous ones.

The National Highway Traffic Safety Ad-
ministration establishes and enforces safety stan-
dards for autos, trucks, buses, bicycles, and 
motorcycles. The agency also investigates com-
plaints about the safety of motor vehicles. It can 
require a manufacturer to recall all models with 
safety defects and repair them at no cost to the 
consumer.

In 1990, Georgia enacted a “lemon” law. 
This law says that if a dealer has tried unsuc-
cessfully a specified number of times to solve a 
problem with a new car that does not work sat-
isfactorily (a “lemon”), the owner is entitled to 
a replacement or refund. 

FIGURE 4-3

If You Have a Complaint

Identify the problem.

Shoddy or broken merchandise? False advertising? 
Worthless guarantee?

Decide what you want.

Refund? Payment for damages? Repairs? Replacement?

Prepare your complaint.

Photocopy records of your purchase. Keep original re-
cords yourself. Make notes of talks about the problem 
with company representatives.

Present your complaint.

First to the salesperson who sold you the goods.  
If that person does not help you, go to the manager.  
If the manager is uncooperative, take the matter to 
the company president.  If the problem is with a na-
tional company, write a letter.  Include full information, 
such as what you bought (enclose copies of docu-
ments concerning the purchase), when and where  
you bought it, what the problem is, and what you 
want done about it. Provide a time limit for action.  
Keep a copy of your letter.

Seek outside help.

If you still get no satisfaction, explain your problem to 
a consumer help agency. Legal action should be your 
last recourse.
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The state has another role in regulating 
product safety. The Georgia Department of 
Agriculture is responsible for ensuring the qual-
ity and safety of agricultural products bought 
and sold in the state. It administers inspections  
of meat, poultry, and milk. The department 
is also concerned with proper packaging and 
labeling and with the accuracy of commercial 
scales.

O n l y  t h e  F a c t s
1. Define the following:
 a. full warranty
 b. limited warranty
 c. express warranty
 d. implied warranty

2. List and define three types of implied 
warranties.

3. If you buy something that is labeled or 
tagged “as is,” what are you waiving?

4. Give two examples of how a seller 
can create an express warranty.

5. What is strict liability?
6. Identify one federal and one state 

agency concerned with product safety.

T h i n k  A b o u t
1. Explain why the disconnection be-

tween manufacturer and buyer has 
increased the need for consumer laws. 
Identify and discuss other reasons for 
the increase in these laws.

2. Since early history, governments have 
been concerned with standardizing 
weights and measures. Explain why 
standardization is of such basic impor-
tance to consumers.

3. Should someone under age 18 
be allowed by law to “waive” 
warranties? Explain your answer.

 1906 Pure Food and Drug Act

 1907 Agricultural Meat Inspection Act

 1938 Food, Drug, and Cosmetic Act

 1953 Flammable Fabrics Act and later amendments

 1960  Hazardous Substances Labeling Act and later 
amendments

 1966 National Traffic and Motor Vehicle Safety Act

 
 1966 Child Protection Act
 1970 Child Protection and Toy Safety Act

 1968 Radiation Control for Health and Safety Act

Prohibits mislabeling of food, liquor, and medicine containers.

Requires regulation and inspection of meat-packing plants 
engaged in interstate commerce. Extended to plants doing 
in-state business in 1967.

Strengthens 1906 act and adds requirements for advertising 
and labeling cosmetics.

Allow banning of sale of flame-prone clothes and household 
furnishings.

Set labeling requirements for hazardous (poisonous, cor-
rosive, and flammable) products.

Sets safety standards for design of motor vehicles and re-
quires certain lifesaving equipment in motor vehicles.

Allow banning of products dangerous to health and safety 
of children.

Sets standards for certain electronic products and limits 
on radiation emission by products such as color TVs and 
microwave ovens.

FIGURE 4-4

Examples of Federal Laws Concerned with Product Safety
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Regulating Unfair Sales Practices

Claims and Advertising

SITUATION 15 A newspaper ad reads, 

SPECIAL BUY

Athlete’s Own Exercise Apparatus. Good 
quality. One device develops muscle 
strength of skiers, cyclists, football players, 
and weight lifters. $75.

Fred arrives at the store 10 minutes after it 
opens. He finds that the advertised model has 
been sold out. However, the salesman is eager 
to show him several other models. He says 
they are much better, but they are three times 
the price.

SITUATION 16  While walking down the 
street, Joan sees a large sign on a furniture store 
window that says,

GOING OUT OF BUSINESS SALE
Come in today. All prices slashed 50%.

Inside she finds the dining room set of her 
dreams. Taking advantage of the bargain, she 
buys the set. However, three months later she 
sees the same set for less at a department store. 
Furthermore, the furniture store where she 
bought her set has not gone out of business.

The examples show two unfair and decep-
tive sales practices.

Unfair sales practices have existed for as long 
as people have been buying and selling goods. 
Careful shopping continues to be the best pro-
tection against being stung by such practices. A 
wise consumer will follow the rule of caveat emp-
tor (let the buyer beware).

Do consumers like those in situations 15 and 
16 have any legal recourse? Legislation in the 
twentieth century made these practices illegal as 
well as unethical. In 1914, Congress established 
the Federal Trade Commission (FTC) and pro-
hibited unfair and deceptive sales practices. It 
gave the FTC power to issue rules and regula-
tions governing certain transactions. Although 
the FTC can sue companies, consumers cannot 

use its provisions as the basis of a lawsuit. There-
fore, most legal actions against unfair and decep-
tive practices depend on state laws and must be 
made in state courts.

Most states have passed such laws. They 
are nicknamed “little FTC acts.” In Georgia, 
such an act was passed in 1975, the Georgia Fair 
Business Practices Act. This act established the 
Governor’s Office of Consumer Affairs. Its staff 
is responsible for enforcing the Fair Business 
Practices Act and is trained to help consumers 
resolve conflicts with sellers.

The act defines certain sales practices as un-
fair and deceptive. It gives the administrator of 
the Governor’s Office of Consumer Affairs pow-
er to define other practices as unfair.

Some practices that are considered “unfair” 
or “deceptive” in Georgia follow:

 1. Representing that goods are made (or ser-
vices performed) by someone other than 
the person actually making the goods (or 
performing the services). An example of 
this deceptive practice would be putting 
a designer label on a nondesigner gar-
ment.

 2. Misleading buyers as to the geographic 
origin of goods and services. For exam-
ple, labeling an American cheese with a 
label written in French—to deceive buy-
ers as to the source.

 3. Representing that goods or services are 
sponsored or approved by a person or 
group when they are not. An example 
would be claiming that a certain brand 
of tennis racket is used by a tennis star, 
but it isn’t.

 4. Representing that a person has creden-
tials that he or she does not have. A vio-
lation would be stating that auto repairs 
were made by licensed mechanics, but 
they weren’t.

 5. Representing goods as new when they 
are, in fact, used.

 6. Advertising goods or services with the 
intent not to sell them as advertised. In 
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situation 15, the store didn’t want to sell 
the advertised exerciser. Instead, it used 
the ad to lure customers in and then 
sell them something more expensive. 
This illegal practice is called “bait and 
switch.”

 7. Advertising goods or services with the 
intent not to supply enough to meet a 
reasonable public demand (unless the 
advertisement states a limited quantity). 
This deceptive practice was used in situ-
ation 15.

 8. Lying about the reasons for price reduc-
tions (situation 16).

 9. Advertising that products or services 
have uses, benefits, or qualities that they 
do not possess.

10. Falsely representing guarantees. For ex-
ample, saying that a product has a three-
year warranty when a critical part of it, 
like a car engine, does not.

The Governor’s Office of Consumer Affairs 
is responsible for enforcing other consumer pro-
tection statutes. For example, the office enforces 
the “lemon” law discussed earlier. In addition, 
the office is responsible for enforcing the Geor-
gia No Call Law, which went into effect in Janu-
ary 1999. The No Call Law is designed to help 
people avoid unwanted calls from telemarketers. 
With some limited exceptions, the law prevents 
telemarketers from selling goods, products, and 
services to consumers by calling the residential 
phone numbers of individuals who have put their 
names on the Georgia No Call List. The Gov-
ernor’s Office of Consumer Affairs enforces the 
No Call Law, and another state agency, the Pub-
lic Service Commission, maintains the list. The 
other duties of the Public Service Commission 
are discussed below.

Suppose that you are stung by an unfair busi-
ness practice. What can you do? You can contact 
the Governor’s Office of Consumer Affairs. You 
may need to send a letter explaining the problem 
and copies of all relevant documents such as ads, 
canceled checks, and contracts to the office. The 

state can then investigate, and if appropriate, take 
action to stop the violation. Alternatively, you 
can sue the business. In order to sue, you must 
first give the seller 30 days’ notice. If the com-
pany corrects the problem within that period, 
the problem is considered resolved.

When You Don’t Buy in Stores

SITUATION 17  A door-to-door salesman 
convinced the Smittens to buy $500 worth of 
encyclopedias. The Smittens signed a contract. 
Later, they realized they could not afford the 
books. 

S ince they had signed the contract, what could 
they do?

Breaches of warranties and misleading ad-
vertising are not the only sales practices that can 
harm the consumer. People are sometimes pres-
sured into buying goods or services that they 
don’t want or can’t afford. In 1974, the Federal 
Trade Commission established a Door-to-Door 
Trade Regulations Rule to protect consumers. 
This rule has been adopted for Georgia by the 
Governor’s Office of Consumer Affairs. It gives 
the buyer the right to cancel the contract within 
three days of signing it. Furthermore, three du-
ties are required of the seller:

• The seller must give the purchaser a copy 
of the contract or sales receipt, which must 
state the name and address of the seller.

• The contract must tell the buyer of this 
right to cancel and how to cancel.

• The seller is to leave two cancellation 
forms with the purchaser. If the seller 
does not, a letter of cancellation may be 
sent instead.

The rule covers most sales that are not made 
at a seller’s place of business. However, it does 
not apply to sales made entirely by phone or mail 
or to sales of goods costing less than $25. Nor 
does it cover sales of real estate, insurance, secu-
rities, or emergency home repairs. However, it 
should protect the Smittens in situation 17.
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Knowing a seller’s permanent place of busi-
ness also can provide a buyer with some pro-
tection. Recognizing this protection, Georgia 
passed a “Transient Merchants” law in 1980. The 
law requires a seller without a permanent place 
of business to obtain a license in any county in 
which he or she wishes to sell.

FTC rules and the U.S. Postal Service pro-
tect buyers when goods are bought or received 
by mail. For example, if you receive goods that 
you have not requested through the mail, you do 
not have to pay for them.

O n l y  t h e  F a c t s
1. Complete the sentences: The Governor’s 

Office of Consumer Affairs is a state 
agency whose staff helps ____________
________________________________ .

 The Federal Trade Commission makes 
rules governing __________________
______________________________ . 

2. Describe three illegal sales practices.
3. What is a disadvantage to buying goods 

somewhere other than in a store? 

T h i n k  A b o u t
1. Is three days long enough to cancel a 

contract? Consider this question from 
the standpoints of sellers and buyers.

2. What other deceptive sales practices 
do you think should be illegal?

Regulating Specialized Services
As consumers, we buy services as well as goods. 
Sometimes, as in a restaurant, we buy both at 
the same time.

Laws also regulate the sale of services. In 
fact, some types of services require regulation 
by special government agencies. These services 
include public utilities (which furnish electric-
ity, gas, and telephone service). Various personal 

services (building, medical, cosmetic services) are 
also regulated by state laws and/or boards.

Public Utility Services
In the United States, electricity, gas, and phone 
services are usually provided by privately owned 
companies that are regulated by the govern-
ment in order to control costs for consumers. 
In Georgia, the sale of electricity, gas, or tele-
phone service by any privately owned public util-
ity company is regulated by the Public Service 
Commission (PSC). Formerly, the PSC also reg-
ulated both the conditions and the price of the 
service. It also determined what geographic area 
each utility company could serve.

Regulation was considered necessary be-
cause the utilities were essentially allowed to 
have monopolies within their areas of service. 
When there is a monopoly, consumers are not 
able to shop around for the best deal in utility 
services as they might another item, such as a 
car. Because there was no marketplace compe-
tition to hold down prices, governments regu-
lated the rates. 

In 1997 and 1998, the State of Georgia passed 
laws to deregulate the sale of natural gas and lo-
cal telephone service. Although these services 
were regulated to prevent price abuses by com-
panies that monopolized these industries, prices 
had remained high. The purpose of deregulation 
was to decrease price and increase quality by en-
couraging competition. Although the electricity 
industry is not deregulated, some states are con-
sidering electricity deregulation in the future.

Although pricing is no longer controlled in 
these industries, Georgia’s Public Service Com-
mission still oversees the provision of telephone, 
electricity, and gas service in the state. The com-
mission is charged with the responsibility of pre-
venting the loss of these vital services and abuses 
by the companies that provide the services.

Utilities are not always provided by private 
companies. In other countries, utilities and some 
transportation systems are government owned. 
Today, approximately 70 percent of Georgia’s 
land area is served by electric companies owned 
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by cities or by cooperatives (that is, groups of 
users). However, private companies provide elec-
tricity to most people in the state. They serve all 
the major cities.

Federal as well as state regulations affect 
public utilities. For example, federal regulations 
control the prices charged for electricity sold by 
one electric system to another. The federal gov-
ernment also regulates telecommunications ser-
vices, including long distance and cable service. 
In 1996, the federal government deregulated 
long distance telephone and cable rates for the 
same reason that Georgia did: to encourage com-
petition and, as a result, lower prices. 

Although pricing is no longer controlled, the 
Federal Communications Commission continues 
to regulate the operations of telecommunica-
tions companies to prevent abuses. For example, 
when long-distance services were first deregu-
lated, some newcomers to the industry engaged 
in a practice called “slamming,” in which they 
would switch customers over to their service and 
charge them fees without their consent. Com-
panies that engage in this practice are subject to 
stiff penalties.

Insurance Services
Suppose you see a magazine ad for low-rate 
auto insurance for young drivers. How could 
you judge if the company is reliable? One way 
would be to find out if the company is licensed 
by the state to do business in Georgia.

Insurance companies in Georgia are licensed 
and regulated by the Insurance Commissioner. 
The commissioner is elected every four years by 
state voters. One purpose of insurance regulation 
is to make sure that rates and policy provisions 
are fair. The commissioner can regulate the rates 
that are charged to the public. The commission-
er can also issue rules and regulations prohibiting 
unfair or deceptive practices.

What happens if claims are not paid prompt-
ly? Georgia law allows penalties to be assessed 
against the company. The commissioner can re-
voke licenses to sell insurance if regulations are 
not followed.

Personal Services
As a consumer, you purchase personal services as 
well as products. You pay people to check your 
teeth. You may pay people to fix your bicycle or 
cut your hair or teach you to swim.

Some of the services you purchase are pro-
vided by professionals. The term “professional” 
is hard to define. It usually implies that those 
performing the service have had special training. 
Some people think primarily of law and medicine 
when they think of the professions. However, 
many other personal service occupations require 
specialized skills and training.

How well a person can perform his or her 
service is important to you. If you hire someone 
to set your broken arm or cut your hair, you want 
to be sure that person knows how to do it. How 
can you be sure?

For some services, Georgia’s state govern-
ment gives some protection. When training is 
necessary to perform a service, the state govern-
ment may create a board to set standards and 
qualifications. This board usually licenses, or cer-
tifies, those who will practice the service. Boards 
may take away licenses if standards are not met. 

Changes in electric rates must be approved 
by Georgia’s Public Service Commission.  
Why do you think this approval is required?
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They can also initiate court action against any-
one who practices a certified profession in the 
state without a license. Because citizens place so 
much trust in licensed professionals, a board may 
also suspend or even revoke a license if an indi-
vidual is convicted of a drug-related offense.

Some of the state’s current licensing and 
examining boards are listed in figure 4-5. This 
list does not show all of the organizations that 
regulate service providers in Georgia. For ex-
ample, lawyers must be admitted to the State Bar 
in order to practice. Teachers must be certified 
to teach in the public school system. City and 
county governments may also regulate those in 
certain occupations, including plumbers, electri-
cians, and taxicab drivers.

Professional licensing, or certification, means 
that the person has met certain qualifications of 
education and experience and observes certain 
standards of the profession. However, certifica-
tion gives no guarantee of outcome. To illustrate, 
consider whether the Georgia boards that license 
barbers and cosmetologists could act on any of 
the following complaints:

SITUATION 18

a. Tom complains that the barber was incompe-
tent. He says he did a terrible job cutting his 
hair. The barber does not have a license.

b. Susie complains that her hair was damaged 
by the hairdresser. A dye was left on it for 
too long.

c. Teresa complains that the beauty shop was 
filthy. She claims that the curlers were grimy, 
the combs were not clean, and the floor was 
not swept.

d. Hank complains about the outrageous prices 
of his barber.

The Georgia boards of barbers and cosme-
tologists will handle complaints about a person 
practicing without a license in situation 18a. 
They will handle complaints about unsanitary 
conditions within a shop in situation 18c. How-
ever, they will not act on complaints about fees 
or damage to hair in situations 18d and 18b.

Some types of personal services receive more 
consumer complaints than do others. Private vo-
cational schools are an example of a service that 
varies widely in terms of quality. 

FIGURE 4-5

Licensing and Examining Boards

• Accountancy, State Board of 

• Athletic Trainers, Georgia Board of 

• Auctioneers Commission, Georgia 

• Barbers, State Board of 

• Chiropractic Examiners, Georgia Board of 

• Construction Industry Licensing Board, State 

• Cosmetology, State Board of 

• Dentistry, Georgia Board of 

• Funeral Service, State Board of 

• Geologists, State Board of Registration for Professional 

• Landscape Architects, Georgia Board of 

• Librarians, State Board for the Certification of 

•  Licensed Practical Nurses, Georgia Board of  
Examiners of 

• Medical Examiners, Composite State Board of 

• Nursing Home Administrators, State Board of 

• Opticians, State Board of Dispensing 

• Pharmacy, State Board of 

• Physical Therapy, State Board of 

•  Private Detective and Security Agencies,  
Georgia Board of 

• Psychologists, State Board of Examiners of 

• Real Estate Commission, Georgia 

• Structural Pest Control Commission, State

•  Used Motor Vehicle Dealers and Used Motor Vehicle  
Parts Dealers, State Board of Registration of

•  Veterinary Medicine, State Board of 

• Water Well Standards Advisory Council, State
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SITUATION 19 Sara sees an ad in the news-
paper for a vocational school. It offers a six-
week course in modeling. It guarantees work 
to students who complete the course. Sara 
pays $1,200 for the course. After finishing, she 
is given a list of possible employers. That is her 
only assistance in getting a job.

SITUATION 20  Greg is talked into signing 
a contract to go to a computer programming 
school. Before the school begins, he gets a job 
with a company that will provide the same 
training. 

Can he get a refund of his fees?

In Georgia, private vocational schools are 
called proprietary schools. The Georgia Board 
of Education issues guidelines and standards for 
these schools. In order to be approved, a school 
must meet the minimum requirements set by the 
Nonpublic Postsecondary Educational Institu-
tions Act of 1990. Approval does not, however, 
indicate the quality of education offered.

Georgia guidelines require proprietary schools 
to have job placement services. However, differ-
ences in student skills make guaranties impos-
sible. Sara (situation 19) could consult with an 
attorney as to whether she has grounds for a case 
as a victim of false advertising. It would have 
been better, however, if she’d done some check-
ing before enrolling. See figure 4-6 for some 
questions you should ask before signing a con-
tract with a vocational school.

What about being released from a contract 
with a proprietary school? The state guidelines 
for these schools say that you can cancel and 
get a refund of part or all of your tuition. The 
amount refunded varies according to when you 
cancel. In situation 20, Greg should be able to 
receive some refund.

Repairs and Liens
Repair services (for cars and homes, for example) 
are major targets of consumer complaints. Repair 

services are not well regulated by law. The law 
presumes only that the services will be in keep-
ing with the average standards of the trade (un-
less the contract specifies exactly the standards 
to be applied).

The best insurance for consumers is to know 
the person or business doing the repairs. Check 
out their business reputation. Be sure that they 
have a permanent location. Then you can reach 
somebody if anything goes wrong.

SITUATION 21 Eric takes his car to Willie’s 
garage for repair. When he comes to pick it up, 
he sees that Willie is charging him for replacing 
the carburetor. When he looks under the hood.
the carburetor looks unchanged. Willie cannot 
show him the old carburetor. Eric says he will 
not pay the bill. Willie says he’ll keep the car until 
he does. He says it is his legal right to do so. 

What can Eric do?

FIGURE 4-6

Shopping for a Private Vocational School

1.  Check employment opportunities in the field. Inquire 
at a Georgia Department of Labor Job Services 
Center.

2.  Resist signing a contract until you have checked out 
the school.

3.  Question companies with whom you might want to 
work. Would they hire a graduate of this school?  
Do they prefer to give on-the-job training?

4.  What is the school’s placement record? How many  
of its graduates were placed in jobs by the school?

5.  Try to talk with graduates.  Were they happy with the 
school? Did they find a job? (Ask the school for a list 
of recent graduates.)

6.  Compare prices of comparable courses in public 
schools or junior colleges.

7.  Ask if the school is accredited.  Find out what this ac-
creditation means.

8.  Ask if a diploma or certification is given after finishing 
the course.  Find out what that means.
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Georgia has a mechanic’s lien law. A lien is a 
charge on property for some debt for work per-
formed. It can be made through a court when a 
person shows the authorization of another party 
(the debtor) to perform some work. Under this 
law, Willie’s shop could keep Eric’s car until he 
pays for the repair. 

Alternatively, Willie’s shop could return the 
car and file a lien at the county courthouse. A 
lien would mean that Eric wouldn’t have a clear 
title to the car and would therefore have trouble 
selling it. If Willie keeps the car, Eric could make 
a written demand that the mechanic release the 
car to him. The mechanic would have to do so 
within 10 days. If the mechanic filed a lien, he 
would have to seek legal action within 30 days. A 
court hearing would then be held, and Eric could 
present his side of the case. The judge would de-
cide if Eric should pay the bill.

O n l y  t h e  F a c t s
1. List and give examples of three kinds 

of specialized services.
2. What is the function of a licensing and 

examining board?
3. What is a mechanic’s lien?

T h i n k  A b o u t  
1. Provide arguments for and against 

regulating public utilities.
2. To protect consumers, what regula-

tions should be established for auto or 
house repairs?

3. Regulation of personal services is more 
a function of state than federal govern-
ment. Why do you think that is so? 

SUMMING UP

Consumer law is a very broad subject. It covers 
all kinds of purchases of goods and services for 
personal, family, and household use. Both federal 
and state laws are involved, and federal and state 
governments have set up regulatory agencies to 
protect the interests of the buyer. This chapter 
has explained some of the legal rights and duties 
of buyers and sellers. The general law prohibits 
only the worst types of abuses, however. The 
burden is on the consumer to look out for his or 
her own interests. 

The best way to ensure reliable repair services is 
to know the person or business doing the repairs.




