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Rovornor Karl f. Rolvaof 

TooaAay, AyrM 23, IRC3 Jl
Mr. .'ipeak'T, Mr. President, and Members of the 
SiXty-tbird Session of the Legislature of the 
State of Minnesota:

A free aarket econoeqr depends, for the proper allocation of its 

resources, upon competition among producers and sellers for the business 

of an informed buying public. To the extent that conaumers are prevented 

from making reasonable, informed choices by deception, concealment, fraud, 

or lack of education, the proper working of the market is iaipaired and aioney 

is diverted from the deserving into the hands of the unethical, the shabby, 

the inefficient, and the incompetent. Reliable sources estimate that mil­

lions upon millions of dollars are so diverted each year.

Our society requires of a citizen that he or she spend a quarter or a 

thi 1 of a lifetime preparing to earn a living. Great sums of tax monies, 

private contributions, and personal funds are spent to insure that today's 

citizen becomes a trained earner and producer.

However, we spend a great deal less effort concerning ourselves with 

the other side of the economy. Re are all consumers, all members of the 

buying public. Re are the "voters" in the economic election that is a free 

market. To the extent we vote intelligently, the workings of competition 

will insure that the producers of the best giods at the fairest prices, in
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llr. peak•·r, llr. President, and llenibers of the 
•.llty - tbird Sesuon of tb Legislature of the 
tate o f Minnesota: 

A free market con0111y depends, for th proper sllocation of its 

r sourc s, upon ompetition a.>ng producers and sellers f or the business 

o f an informed buying public. To the eatent that consumer11 are prewented 

from making r•>asonabl , informed choices by deception, concealment, fraud, 

or lack o f ducation, the proper working of the market is impair d and lll(>ney 

1s div rt d from the deserving into the h~nds of the une thical, the shabby, 

th ine fficient, and the incompetent. Reliable aources es timate that mil­

l ions upon millions of dollars are so diwerted each year. 

Ours ci e ty r uquires of a citizen that h or she spend a quarter or a 

thi J of a lifetime preparing to earn a liwing. Great sums o f ta• monies, 

private contr ibuti ons, and personal funds ar spent t o insur that t oday's 

c itizen becoo.es a train d arn rand producer. 

However, we spend a great deal less 'l ffort conce rning ourselves with 

the othe r side o f the economy . l e are all consumers, all m mbe rs of th 

buying public. l e are th "voters" in th conomic e l ction that is a fr e 

market. To th •t~nt • vote intelli ently . the • orkin s of compe tit ion 

• i ll insur that th prod uc rs of th best gods at th fa i r e st pri ces , in 
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otlier oorde, tl» fittest, ■ill stirvise; to the extent no nre prevented frosi 

■nking edttcnted choices, the bed anp foree out the good, to the detriasnt of 

■11.

rnCMtC* MS •■MKST ■••■Tt

In aost sreas, the proper nay to solve consisMr problesa is to educate 

the consuaer; there are, however, other areas nhere the eoaplication of the 

problem, or the peculiar nature of the consuaing public involved, aakes it 

necessary for the state to protect the consumer.

There are several consusssr rights, recently enunciated by President 

John F. Kennedy, which a well governed society should respect and protect. 

These are the right to safety froa physical and smntal harm, and from iapo- 

sitions through fraud; the right to aake rational choices based on knowledge; 

and the right to be heard.

TIC ■■•IT TO StFCTT

There are before the legislature at this time a nuihber of important 

measures designed to advance consuaer interests and protect consuaer rights. 

Several are designed to insure consumer safety in areas where technical 

specialisation and the makeup of society make him relatively helpless to 

defend himself.

Trade Sekeols -.S.F. 1016 end H.F. 1176 will codify and strengthen the 

laws regulating private, profit-making trade and correspondence schocls. 

While many of these schools do a fine job of educating our youth, soh* have 

been a great source of concern to educators throughout the state; and legis­

lation designed to curb the evils which have arisen deserves your earnest 

consideration.
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otber -,.,d~, the tiUe• t, • ill •uni,re; \o \lie eateat •.,.. pn•eated rraa 

aalr l :ig educated choice•, the bed •r rorce out tbe good. to tbe detrt_, or 

all. 

, .. cu111 ... 1l•IHIT lltlfl 

In 1110at areas , th pr ope r • ay o aol•e cona-r prollle• 111 la to educate 

th conau,ier; th r e • re, ho-•er, otber area• • beN tbe c0111pllcat loD or tbe 

pr ob 19111. or tbe p cul iar nature or tbe coualng public ln•oh-9d , Mite• it 

necessary for the s tat~ to protect tbe coaa-r. 

The r e ore seweral cons-r right•, r e~entlJ enunciated by Pre• ideat 

John F. K anedy, • hich • • e ll gowerned scclety sbould N • pect aDd protect. 

These are the right to • arety rrca ph,-ical aDd •ntal bani. and rr011 iapo­

si t ions through fraud; the r ight to ate rational choice• based on kao• ledge; 

and the right t o be heard . 

TIE IIIIT Tl llFETY 

Ther e are be fore the leg i elature at tbia ti•• alllllber or i91portaat 

measures desi gned to adwance cons-.r Interests and protect cons-r rights. 

Sev ra l are des igned to insure cona-r safety in areas • here t echnical 

speci al i zat ion and the make up of society •ke him relatlwely helpl ess to 

de fend himse l r. 

Tr••• le••••• - .S.F. 1016 ~ n~ H.F. 1176 • ill codify and strengthen the 

l a• s r egulating pr ivate, profit-making trade and correspondence scho . s. 

Wh i l e many of these schools do a fine job of educating our yuuth, so,..e have 

been a great source of conc ern t o educators throughout the state ; and le i s ­

l at ion de signed t o cur b t he evils • h i ch have ar i sen de serves your earnes t 

consi derati on. 
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L«a«« - Another bill, H.F. 1439, «ill expend the debt proratioe ageney 

lioeosing lae, in order to curb abusea abieb bare arisen anon« these agencies.

las I Cstats • 3.P. 70S and H. P. 781 eill re<)iiire persons selling subdi­

vided real eatate, both inside and outaide this state, to register eith the 

Conaerce Comission before selling in Minnesota. This bill is aiaed at a 

eell-knoen and widespread '’’il which has arisen in recent years, in which 

persons are being tricked into buying pieces of desert, snaopland, and lake 

bottow in eonteiq>lation of retireaent.

Mace lastrsctlaa - Another iaq>osition upon our consumers which has 

grown up, and which was brought out in a recent federal mail fraud indictment 

in Minneapolis, involves the area of dance school instruction. It has been 

found that consumers are being "taken" for sums of anney as high as seven 

and eight thousand dollars by glib-tongued, high-pressure salesmen for dance 

studios, who prey upon the lonely, the widowed, and the friendless, and 

induce them to sign contracts for dance lessons far in excess of their needs 

or their true desires. S.P. 682 and H.P. 707 are specifically designed to 

put an end to this type of practice by iiqiosing a |S00 limit on the amount 

of contracts any person can sign for dance lessons at any given tine.

THE HURT OF RATIOHHL CHOICE

Referral Selliat - Amorg measures designed to advance the consumer’s 

right to make rational choices, I include such legislation as S.P. 847 and 

H.P. 904, designed to curb so-called "referral selling," wherein consumers 

are lured into believing they will receive expensive pieces of merchandise 

for nothing, in exchange for submitting the names of their friends to the 

seller as possible customers. Instances have been reported wherein this 
vicious and insidious practice has caused people to assume debts of eight
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L•••• • Another bill, H.F. 1439, will eapaed the debt proratioe agency 

liceuing ln, in order to curb abueea whicb ha•e erieen --,ng tbeae agencies. 

•••• l•t•t• • S.F. 708 and H.r. 781 will req11ire pereona eelling aubdi­

vi ~d real eetate, both inaidr and outaide thie etate, to regieter with the 

c-rce Co111Dission before selling in Minneeota. Thia bill ie aimed at a 

well - known and •idespread ~~il which baa arieen in recent years, in ~bich 

persons are bei o16 tr icked into buyi1J6 piecee or deeert, swe111pland, and lake 

bottom in onte19plat ion o f retirement . 

•••c• •••tract I••• Another iapoaition upon our cons-ra which has 

gr own up, and whi ch was brought out in e recent federal rail fraud indictment 

i n Minn s po l! s, inYolYea the area o r dance achool instruction. It baa been 

found that cons u:ner s are be i1J6 "tak n" for s1a110 of money as high as seven 

and e ight thousand dollars by glib- tongued, high-pressure sal esmen for dance 

s tud ios , who pr ey~ on the lone ly, the widowed, and the fri end! ss, ~nd 

1nduc t h m t o sign ontrac ts for danc l essons far in eacess o f thei r eeds 

or the ir tru s i r es . S.F. 8 and H.F. 707 are sp c ifically d signed t 

utan nd t o th is typ o f pract ice by !mposi1J6 a t500 limit on th amount 

of ontrac ts any r son can s !gn fo r dan e I es sons at any g l ven t ime . 

Tl( IIIIT IF IATIOIAL CIOIC( 

Referral SelliRI • Am measures desi neJ t o advance the cons umer' s 

r ight t o make rat iona l 

H.F. 904, de s1 ned t o 

ho ice s , l i nc l ud e such gis lat ion as .F. 84 7 and 

urb so- call d "r ferral s 11 i ng ." wh r in consumers 

ar l ured into be li e v ing th y wil l r e ei ve ex ensi v pi e s o f merchsn i s 

for nothing, In a hange , or s ubmitti ng th name s o f t h i r f r ien s t o th 

11 r e poss ib l e customer s . Ir s tences hav be n r port d • he r n t his 

v ic ious and i ns ·d ious pr c t ic hes e us~ . peo l t o as um d· t o f i ht 
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or aina hundred dollars, under the lapression that the saleaaaa uas really 

only an advertising man, and that they mould never have to pay for the 

merchandise. The continuanoe of this type of unethical Bales practice 

diverts a great deal of money from legitimate bualnessa»a, and to that 

extent injures the whole competitive structure of the direct selling field.

Cssvvear Freed llll - I also heartily endorse S.P. 408 and H.F. 322, 

the consuBwr fraud bill, which is designed to expand the powers of the state 

to deal with fraud, deception, and misrepresentation in connection with the 

sale oi merchandise This hill has unanimously passed the Senate, and 

deserves inandiate attention in the House. While at the national level 

the Federal Trade Commiasion does a reasonably adequate job of controlling 

anticompetitive deception, the intrastate practice of fraud has grown into 

a field of great profit and great damage both to individual citizens and to 

honest businessmen.

Stasia laterast - Also designed to enhance the consuamr's right to make 
rational choices is legislation to require the statment of a simple interest 

rate figure in credit transactions. Owing to the existence of bracket inter­

est rates, complicated credit plans, and the like, it has become virtually 

Impossible for the consumer to discern whether credit la being extended to 

him at the lowest obtainable price. To the extent that consumers are pre­

vented from making this rational choice, monies are diverted from efficient, 

low-cost lenders into the hands of high-cost lenders, and thus away from the 

purchase of more consumer goods. Further, consumers are induced into situ­

ations where they cannot cope with their mounting burden of debt, producing 

bankruptcies and other evil effects. Permitting lenders to practice what is 

in effect price concealment, is contrary to the theory and practice of a 
price-competitive economy, upon which this country was built, and upon which 
its prosperity depends.
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or nine hundred dollar•. under \be l11preseioa \bat the sale- •• reall1 

only an adnrt ielng -• and that tbey would ne•er baYe to paJ ror the 

•rcbend l ee. The con\lnuaooe of tble tn,e or uae\bical aale• practice 

dl•erte • greet deal or aone1 rroa legHi•te bueine•-•• and to that 

eatent injures the whole coapetitl•e s\ructure of \he direct. •elling f i eld. 

C••••N' Fr••• 1111 - I a lso heartily endorse S.F. 408 and H.F. 322, 

the cons umer fraud bi ll, wh ich i ~ de signed \o eapaod the powers of the state 

t o dea l wi th fraud, dece pt ion, end • i erepre eentet ion In connec t ion wi th the 

sa l o f mer chand1a Thi a hi ll baa unanh11ouely peaeed the Senate, end 

PBer• a l imied ia t atte nt ion i n the House. While et the nati onal l e• e l 

h f ed r e l Trad~ 011111 iesi on doee • reasonably adequate job o f controlling 

anti - m tit.i v d : pt ion, t h intrastate practice of fraud has grown into 

a fi ·Id of a t pr fit a nd gr at damage both t.o indiTidual ci t l z no end t o 

hon, s t busi nessmen. 

S i e • I • l•t• re• t • Al e s ign d to enhanc the cons umer' s r i ht to mak 

ra ,onal rho! e lt' 1 lati on t o r equ i r the statment o f a a im l e i nter s t 

r etP fi ur ID r e it t r anea t io ns. Owi ng t o the a is t nc o f bracke t i nt r -

s r t s . com I 1 a t d r -: i l pl ans . and t h 1 ik i t has b ome v i rtually 

1m1,ossi f r th COnSUfflPr t o disce rn wh th r e r di t IS b ing Pxtended t o 

t i uab r i cP. To the XtPDl that on Ulllle r S are pr -

ven from mak i n h1 r a na l ch ic n i s a r di v rt f r om effic i nt , 

low- es t n r s i nt o th hand s o f h! h- cos t no r s , an hus awoy f r om t h .. 

ur hase o f r c o n um r g R. rur h r, consum•rs ar i nduc d into SI tu-

a t ions wh , r h y nnot 0 ,, wi h th i r mount.i n t>ur en o f bt , pr u i n 

ank r u t ies ar o th e- r v i I ff s. p rmi l i n l n r r s t o r a ti wh t i S 

i n ff t r, c on·~,, Im n i s contrary t o t hP t h c r y an re t ic o f a 

pr - om :.i 1v •· onom·. up c,n wh i h t hi coun ry was ui t , ur o wl , .h 

ros1 r. t y p•nd . 
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C*a*«Mr (•••••! - Legislation designed to protect the third right of 
the consumer, the right to be heard, has been introduced as H.F. 94, to 
create the office of consumer counsel, with the duty of advising the executive 
branch, the legislature, and the public on issues Usportant to Qoosumers.

I think that if me mere to speak frankly among ourselves, ne nould have 
to admit that on many issues of great public importance, the only voices me 
hear are the voices of the lobbyists for interested private parties. Creation 
of the office of consusKr counsel, nhich has enjoyed great success in 
California, would help alleviate this problem, and give thos«: of us who are 
charged with the responsibilities of govei-nment an additional source of 
valuable information upon which to base our conclusions.

COMWift. MSIHSt IITCkESTS tlE FUkLlEl
It is all too often the case that businessmen feel apprehensive when 

consumer legislstion is presented. This is unfortunate. The interests of 
consumers and businesssmn parallel far store often than they diverge.

Five of the bills I recomsiend, those dealing with private trade schools, 
debt proration agencies, dance schools, referral selling, ard consumer fraud, 

were produced by the Ccnsumer Protection Advisory Council, appointed by 
Attorney General Mondale. This council included attorneys, trade association 
executives, beads of Chambers of Coasserce, businessmen, labor leaders, and 
legislators, all of whom were able to find comnon ground in meeting these 
problems.

Passing these bills will not require significant increases in state 

expenditures. Some of them are, in fact, self-enforcing. Each will be of 

great benefit to the public, and each deserves bipartisan support. I 

strongly recommend that these nv^asures be adopted.
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'"•-r CH•NI - Legisletlon designed to protect the third r ight of 

the cona._r, the right t o be heard, baa been introduced as H.F. 34, to 

~ ~ office 2! con111aer couna I, • ith the duty or ad•ising the eaecutin 

branch , th 1 gis lature , and the public on issues i111portant t n ~onsU111ers . 

I think tt-at I r • e • e r t o spe11k frankly a.,ng oursel • "B, • e • ould hue 

to adlllit that on •ny issu s of gr eat public imp~rtence, the only Yo ices • e 

hear are th • o ices of the lobbyists for inter es t ,.d pr i•a t part ies . Creation 

of th office o f cons11111er coun el, • h ich has njoyed r ~at sue ss i n 

California, ..-,uld h lp alleYiate this probl CIII, and i • e thos • of us • ho are 

har d • 1th th r sponsibiliti s o f gov rDllll!nt an additi onal svurce of 

valuab l e information upon whi ch t o base our conclusions. 

CtllHII, 11111111 llfllllfl All PAIAllll 

It is a .1 1 t oft e n th cas .. hat busi nessmen f ~I appr,.h nsi v • hen 

con umer le isl ation is pr sentPd. This is unfortunat Tb,. i nter sts o f 

cons r s and bus i n amen par allel far more often th11n thy div r~ . 

Pi v o f th • bill . I r c 11111end, those dea l ing wi th private t r ad~ s hoole, 

de t prorat ion a n i s , dancP schools, r f rral selling, ar.d cons umer f r aud, 

by th Cc.nsume r Pr t c t ion Advisory Counei l , appo i nt. d by • e r pr due 

Attorn y ne r al llondal . This coun i i i nc lud d attorney , trad associati on 

ll cut l V 8 , h a of Chamb r s o f onme r c , bus inessmen , labor La.! r s, an 

le i s lator s , all o f whom • re ab! , t find c0111110n gr ound in me•ti , thes 

pr obl ms. 

Pa Bi thPSf' b i I l a wi 11 no t requ i r,. s i Dl f i ' !Int i ncr BS in s tat 

e xp nd i tur o f th mar e , i n fa t. se f - nfo r 1n Ea h w! l be 

gr at be n f i t to th publi and ah des rve bipar t isan s up e r 

st r ong ly r eco11111end that t h s 111' :as ures bP ado t 
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