Strategic

COMMERCE

QR code enriched
with online resources.
Use phone, or type short
code into accompanying
website




The nature of commerce

Students

investigate the scope of commerce, including the
concepts of: consumer; needs and wants, goods and

Consumer and financial decisions
Students

services, resources, scarcity and how these may i
on choice

explain factors influencing consum

examine how individuals
including:
e whethertos

acilities offered by lenders and financial
nstitutions

alternative purchasing options

reflect on their own purchasing decisions, including
affordability, the decision-making processes they have
used in the past,and how they might change these in
the future

selecting and applying appropriate criteria to rank

i Pate the need for consumer protection
expl¥@the reasons for, and features of, a simple

written contract for a financial transaction
investigate the legal rights and responsibilities of
nsumers, including protection through legislation,
for example the purpose of the Competition and
Consumer Act 2010

explore the assistance and protection provided by
consumer protection agencies and independent
bodies and organisations, including state and federal
government agencies

examine the processes of consumer redress, for
example proposing options for a consumer who has
purchased a product that is not fit for purpose/of
acceptable quality

Financial management
Students:

investigate the consequences of poor financial

management, including:

— excessive debt

— impact on wellbeing of the individual and families

discuss the role and importance of long-term financial

strategies, including superannuation

investigate tools and strategies for effective financial

management, including:

— monitoring and record-keeping to avoid
overcommitment, eg managing mobile phone costs

— budgets, eg using digital technologies to develop a
financial plan

— savings and superannuation plans

compare options for addressing financial difficulty,

including:

— negotiating an alternative payment plan

— seeking support via a financial institution



Chapter 2

CONSUMER
AND FINANCIAL
DECISIONS

This first core topic of the course considers decisions taken by individuals 1o’ soc..
(including you throughout your life) in relation to consumer d~ “ns (b. " g goods and
services) and financial decisions (borrowing and investing _civities

Consumers are one of the three key groupings in society, of €. ‘su” _ars (individuals),
businesses and government. Consumers purchase the goo. nd services which are
produced by the businesses, and the government r- ulates (control.  setting and enforcing
laws) what can be sold by the businesses and pr- :cts consumers fron. unfair practices by
business. Consumers may also provide their t' .e and e’ rt to businesses as employees in
exchange for wages. In this way, consumers ¢ in in- ine from business, part of which they
then use to purchase goods and services from ¢ . busines” ..

2.1 The nature of oammerc.

2.1.1 THESCOPE" .. ¢. MM RCF

Commerce is defined as  .«e acti' ties ir. .ved in the buying and selling of
products - specifically . ~ buyir and selling of goods and services. The Commerce course
then addresses a r~ = of a. > .at activities that occur in relation to how goods and services
are produced, mark '« andsc ‘inAustralia by businesses,regulated by governments, to
consumers.

Of course, ns. ~rsh e linuted resources (money) to purchase goods and services.They
do not have u. "mitec me to use to purchase all the goods and services that they may
w'  Fven thouy ¢he wants of consumers are unlimited, their resources to purchase those
go 1sa.  ~rvices “eir income and their savings) are limited. The limit on their resources
isre >rred L. ~arcity. Because their resources are limited (scarce), this means that
cons. -~ .s must make choices.

exa ole:

o ou as a consumer have to make choices as to how to use pocket money or cash from
part time jobs, whether to purchase clothes, movie tickets or sporting equipment,

* agrandparent as a consumer has to make choices as to which clothes to buy,
whether to holiday or purchase new furniture,

e aparent as a consumer has to make choices as to where to live, what car or
investments to purchase.

Throughout your life you will be a consumer in many different contexts, purchasing a wide
range of goods and services from businesses.
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Syllabus

Students investigate the
scope of commerce,
including the concepts

of: consumer, needs and
wants, goods and services,
resources, scarcity and
how these may impact on
choice

Consumer

One that consumes,
purchasing goods or
services for direct use
or ownership rather
than for resale or use
in production and
manufacturing.

Scarcity

Refers to resources being
finite and limited. - in
short supply.
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{labus
Students inve:  ate the

scr mm e,
aiuding v corcepts of
needs and ants

s
something that you must
have, in order to live.

Wants

something that you wish
to have, to add comforts
in your life.

Consumers in Australia purchase a wide range of goods and services each year. A typical
household in Australia spends the following proportions (%) of its income on the following

types of goods and services (2020, ABS CPI weights):

Category of household spending

Housing

Food and non alcoholic beverages (drinks)
Recreation and culture

Transport

Furnishings, household equipment and services
Alcohol & tobacco

Insurance & financial services

Health

Education

Clothing and footwear

Communication

Total

Share of spending
(%)
24.1

17.4
o./
10.2
8.8
8.y
o
6.3
47
3.3
2.5
100

Think about th- number of deci. » _onsumers must make every year:

e wher- live- hatapart' :ntor house to rent or buy

v atfood pura. - .0 eatand drink every day from the wide range of offerings from

nd and  ink producers available at a wide range of different stores

wha  .creation activities to participate in, or concert tickets or streaming services to

lly

* ho. ‘o meet our travel needs - buy a car, a bike, an electric scooter, rent a bike, use
harin., services like GoGet, use an Uber, a taxi or public transport

. at furniture and equipment to have in our homes - there are so many different types
of desks, chairs, kitchen equipment and other furnishings available from a very wide range

of physical and online stores

*  what insurance policies should you purchase to protect your assets, and your financial
security, and what types of financial and banking services should you purchase -
consumers even have to select a bank from the wide range of banks that offer services

to hold your money, or to make a loan

Wants and needs

Sometimes consumers purchase goods and services necessary for survival, including food and
shelter.These are referred to as needs. On the other hand, sometimes consumers purchase
goods and services which are not necessary for survival (for example cosmetics or sporting

equipment). These are referred to as wants.
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Goods and services

Consumers purchase a wide range of goods and services, and there is an important

difference between goods and services. Goods are physical things which are purchased. Syllabus

Good be touched and then belong to the purchaser - for example when you purchase Students inv:. gate the
oods can g P -p y p scope of co nerce,

a new bag. It is a physical object, which is referred to as being tangible. On the other hand, including the ~n~ ot

services are not tangible, they cannot be touched, and are referred to as intangible. For goc  and services.

example, when you purchase a Qantas ticket for a flight to Perth you do not buy the plane

(which would be tangible) but you buy the service of moving your person and luggage to

Perth (which is a service, and is intangible). Examples are in the table below.

Category Consumer decision Whether good or se’ .ice
Housing Buy house Good
Pay rent Servic.
Pay builder for renovations Service
Food and non Buy a Coca Cola Good
alcoholic beverages  Buy fruit Good
(drinks) Pay for food delivery T vice
Recreation and Buy a concert ticket L -vice
culture Pay for national park entry Se. vice
Buy a hockey stick Goc
Good
Transport Buy a train ticket Service An item purchased by
Buy an airline ticket Service the consumer which is
tangible (can be touched).
Buy a car Good
Pay for car service Service Service
An item purchased by
Furnishings, Buy a desk Sod the consumer which is
household Buy new r ‘rtains Good intangible (cannot be
equipment and Pay for lawi. ~owing Service touched).
services Pay ¢ ~fgu. - cleanir Service
Alcohol & tobacco " .y alcoh: Good
Insurance & financ” | B. -~ .nsurance Service
services Pay 1. financial advice Service
Health L to th. doctor Service
Buy ~=dicine at pharmacy Good
Yay for x ray Service
F ' :ration buy a textbook Good
Buy pens and pencils Good
Pay school fees Service
Clov gand Buy a dress Good
footw Buy shoes Good
Pay for trouser alteration Service
Pay for dry cleaning Service
~ommunication Buy a mobile phone Good
Pay for mobile calls and texts Service
Pay for Netflix Service
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Syllabus

Students investigate the
scope of commerce,
including the concept of
resources

Economic resources
An economist refers to
four resources within an
economy:

land (all natural
resources),

labour (the hours of
workers),

capital (goods used in
production and loans) and
enterprise
(entrepreneurial spirit to
assemble the resources
and start a business).

B reau:

In addition to the distinction between goods and services, there is also two different types
of goods.

Some goods that consumers decide to purchase are for immediate consumption - for
example the purchase of a sandwich for lunch. Other goods that consumers decide to
purchase they will use over a longer period - for example a kettle to boil water ir .ie
kitchen, or a mower to mow the lawns.The goods that are to be used over a I .ger period
of time are referred to as durable goods.

On the other hand, goods that will be shortly consumed are referred r~ as nos  «wrable
goods.

Resources
Resources available to consumers in order to make c. ‘s
widely in our community.

= and financial decisions vary

These variations can occur as a result of dif .enc. in:

* income - from a variety of sources -ludin- mploymeant income, profit from
businesses operated by the consumer; ¢ estment income. Of course, consumers are
required to pay tax on their income, such . “tit is their after tax income (also referred
to as disposable income) nich can be used . the purchase of goods and services.

e wealth - the colle. ~n of o' _cts of value (including savings, a car, a house, investment
property etc) that the » .ner has“ at they could sell in order to purchase different
goods and services.

* borrowiny apacity - depending upon the level of the consumer’s income and
weal*’ ks (< ~called 7 .ancial institutions) may be more prepared to offer the
cr sumer answ W' ch they can then purchase goods and services. Borrowing
‘Dacity, e’ ecially fo. young borrowers, can also be increased where another person
(¢ °n~ arent) guarantees the borrowing by offering security to the bank over
prop 'y owned by the parent.

In »rac  *o pu. chase goods and services consumers must either have the required cash for
the rans. ‘ion, or an ability to borrow the required cash from someone else, in order to
~ku the purchase.

‘1 Australia there is a significant variation in income and wealth levels, which represents very
significant variation in the resources available to different consumers in Australia. In 2017/18
the average weekly income before tax in Australia was $2,242 and the average disposable
income was $1,062. However, averages can be misleading as they reflect the impact of a small
number of higher income earners, and so the median (or middle level) of income is more
representative. The median income before tax was $1,701 and the median disposable weekly
income was $899.

What this means is that the typical consumer in Australia may have around $900 per week
to purchase goods and services being a range of all of their purchases to address the needs
and wants of themselves and their dependents (their families). Unless they borrow money, or
use past savings, this will be the limit of the amount of goods and services the consumer can
purchase during the week.
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Impact on consumer choice

Each of these elements then, for consumers, will have an impact on the purchase decisions
of those consumers. Consumers will tend to first purchase goods and services to satisfy
their needs, and then any surplus funds may be directed towards the purchase of goods and
services which may be wants. Resources to purchase goods and services are limited (finite),
and that scarcity then means that consumers have to make choices - they have unlimited
wants but limited resources. Different consumers will have different levels of
resources, and so some consumers may be more able, and more likely, to purchase luxury
branded goods compared to other consumers.

2.2 Consumer and financial decisions

S abus
2.2.1 FACTORS AFFECTING CONSUMER AND FINANCIA. y ‘t;iztisn;ﬁzl:c'?ng
DECISIONS consumer and financial
When considering purchasing a product there are a range of key factors th. *w.. -nact the decisions, for example
decision that a consumer will make. Some of these factors relate to the per. n,spr ... :z:ecrg;tfézsztemg
their age, gender, preference for convenience and concern about p~ “~cting t. wvironment. culture, customer
Other factors relate to the features of the product, specifically * . pric.  vheth - finance is service, disposable

income, environmental
considerations and social
media

offered to assist the purchaser to buy the product, any after .es servic provic 1and the
way the product has been marketed (promoted and advertise  to t- consumet. Each of
these factors are discussed below.

Personal facto. s
The decisic s a partic 'ar ¢ >sumer will make, as to the product or service to be purchased,
and also ti. . > wher the  .ods are purchased, will be influenced by:

e Age:some ms are more typically purchased by or for children, including toys, school
. s, texte ks and childrens’ books. On the other hand, large print books or
ersor . “ility scooters would be more likely purchased by older consumers. Of
¢ U ¢, when purchasing a gift item often a consumer purchases a product that better
m ches the age, or gender, or the intended recipient of the gift rather than that of the
pul aser.

e onvenience: some consumers do not have much time (called time poor) and highly
value being able to conveniently purchase goods locally rather than having to travel
significant distances to the store.A closer store is also convenient where there may be
after purchase actions, including product returns, or product servicing which is required.
The importance of convenience to a customer will therefore influence the location
where the consumer purchases the good or service.
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Culture: cultural factors refer to a typical of set of values, beliefs and ideologies of a
particular community or group of individuals.Very common cultural analysis occurs in
relation to the typical values, beliefs and ideologies of national groups - for example t*
culture of Australians, or the culture of the English, Americans or Indians. Cultural n 'ms
form part of the individual, and impact the decisions they make, and their consumet
choices. Those cultural norms are learned from their parents who are memb- . of thac
culture, from their friends, from the media and customs and practices that e common
within that cultural grouping. This then becomes the culture of the con< aer. For
example, Australia has an outdoor culture which results in more consun. *pur .asing
decisions in relation to aquatic accessories, sporting goods and swimming ¢ umes th-
would occur by the same number of people in Scotland.

Customer service: consumers have different preference in relat! .1to 2 way

they would like to be treated as a customer. Some consumer narticularly * 5se unsure
about the products and their features, may prefer personalisea  store = vice by a sales
assistant or representative, and the availability of t v ‘<tance is a.. nnportant decision
in terms of where and how they choose to shop.C the o. hand, some consumers
have already determined what they want to buy,and -ef an em.ient online or mobile
device purchase with a focus on price a» e Mility v crack a fast delivery of the
purchase. Good experiences with thr .ustome service >f a business may tend to make
the consumer return for subsequen. “irchas’

Disposable income: different consum. " will have different amounts of disposable
income, which refers to ' ..ir income after p._ g applicable income and other taxes.
Consumers with highe Jisposahle incomes are more likely to buy more goods in total,
and also more likely’ » purch- - more luxury branded goods and services with higher
quality and brand pres .

Gender: hilst some goo. r~ .nisex, other goods are more commonly bought
by each gen. ~This would inc. .de clothing items, personal grooming items, shoes,
eyegl- ~ana ortingec pment.

avironr antal ¢ .ssiderations: in the same way as consumers may have different
p. ‘erer _sin relation to convenience, concern for the environment also differs
betv. a consumers.Whilst generally concern for the protection and preservation of the
aviror.  =nt is increasing, this is not universal across all consumers.These considerations
Ca ‘ncluc  ethical sourcing (i.e. free trade chocolate or coffee), the absence of testing
ona. nals (cosmetics) or the extent and type of packaging used in the packaging of the
, "oduct.
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Advertising and marketing - elements of the 7Ps of Marketing

Advertising and marketing and social media as influences on consumer and financial decisions

are part of what is referred to as the 7Ps of marketing. The 7Ps is a universally recognised
approach to the development of a marketing strategy. Students often imagine that marketing
is simply the advertising of a product, which significantly underestimates the wide and varied
role that marketing in a business must play. Marketing design the product, set the pricing
strategy, determine the promotion strategy, and decide where and how the products should
be sold (price strategy).Then, in the context especially of services businesses (consider
airlines) marketing must determine the processes involved in purchasing and delivering the
product, the types of people and their approach that will engage with the customer, and
finally the design, quality and placement of all of the physical evidence elements with w' _n
the customer will interact (signage, building, forms, website etc).

If you go on to study Business Studies in Year || and Year |12 you will learn more abo.  the
7Ps of marketing. Each of the decisions by marketing on the 7Ps will affect the consume
decision, as the consumer is influenced by the promotion of the product tt a.  ™ine

if there is a fit between the product, price and place of the good with their . ‘eds a
preferences for, amongst other things, convenience and environment=l consia -a*" .ns.

Marketing P Description

Product The design of the actual product being sold,11 ™ .ng its
packaging, warranty and any associated services. ‘siness design
their products to meet the nee  of consumers ai.  “hen use
the other Ps to attract the ¢ .sumer to make the decision to
purchase the product to < .sfy the r _.ds of the consumer.This
will also include whether = selle .vill provide finance (a loan)
to the purchaser,and what « - .nd interr rate will apply.
Some businesses often use thi. ~ affect  .nsumer decisions —
offering finance ~f up to 5 years .. ~r~ _free.

Price The pricing of the ~ods, which i~ often also a signal of the
quality ¢” ... ater. manuf- .aring, and durability of the
prodi- - highe oprice . 2" 4 higher quality.

Promotion The, -~moti al activities that the business use to educate
nd at.. * otential consumers to purchase the product. This
incluc  “elevision advertisements, sponsorships, billboards,
2y ‘neaa “tisements, product catalogues, sales, product
a mo: ration. and social media campaigns.

Place W1 re the product or service is actually purchased and
< ™ -ed.This will have a significant impact on the customers’
desircs for convenience as to both location and time of being
“ble to complete the purchase and physically obtain the goods.

Pe. le The staff including sales people, and after sales service people,
that deal with the customer. Customer satisfaction and repeat
business can be significantly adversely impacted by people that
do not delight the customer and properly and consistently
represent the values and brand proposition of the seller.

P cess The processes experienced by the purchaser in ordering
the good and having the good delivered. Poor processes may
discourage potential purchasers from queuing to obtain the
good, or avoid the business entirely because of a reputation for
poor processes.

Physical evidence  All of the physical (and digital) objects that a potential purchaser
encounters in dealing with the business, including store layout,
lighting, packaging, advertising materials, invoices, store signage,
packaging and the website or mobile apps.
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Students explain “
influencing cc umer
and financia’ ecisions,
for example  1vertic*
marl ‘ing, so. _aia
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Social media

Forms of electronic
communication
(including websites for
social networking and
microblogging) through
which users create
online communities to
share information, ideas,
personal messages,
and other content (in
particular images and
videos)

Infuencer Marke. =
Code Of Practice

Under #'  "~dustry code
of pract. sc.  °~dia
influencei e requ

to disclose ons _.d
‘luencer p

Influencers a1 -equired

to di~-'-~e cor ercial

vin. clearn

1er that can

ons,
upfront m
be easily  derstood.
‘Inde- o Australian
—<..oumer Law influencers
should not engage in
conduct that is misleading
or deceptive, which would
include leaving out key
information including that
the post is sponsored or
that the goods have not
been purchased by the
influencer.
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It follows that the element within the seven P’s that sways consumer choice is the promotion
strategy, which may include social media.The syllabus refers to consumer choice being
influenced by advertising/marketing and social media.The reference to advertisi~
marketing is a reference to the elements of the promotion strategy used by the busines
within their marketing strategy, and social media refers to the influence on consumers ¢
social media that they consume including the posts by influencers who may be pa* oy
advertisers.

Promotion and advertising

Business use a wide range of different methods to promote and adver+-~ their . ~ds and
services to consumers. In fact they often have two distinct goals tk , are trying to  \ie .
with their marketing and advertising to consumers.The first thin s to ger . “e ai. .
increase awareness of the brand and its goods and servi s.For e..ampli ~hen Kia
entered the Australian car market, or CostCo entered the retail . rket it was :cessary
to promote and advertise their brand to Australian cor-umers sov. *wor'' = ecognise the
brand, and understand the goods and service range th. u... "~ld.The second thing is to
encourage consumers to purchase the goods a1 ' servr “ared by the business.
Sometimes that occurs by first generating a war+ in the ¢ n¢ .ner - so they are convinced
that they now need to buy such a product.” .«ce . cons ner has been convinced of

the need, the task becomes to encourag- .1e cons' 1er to ‘rchase the good or service
offered by the business rather than those € com’ .citors - tc shop at Coles rather than to
shop at Woolworths.These initiatives are s . the full range of promotion activities, from
television and online advertising to billboards,, ~duct specials and discounts, all the way
through to in store promotic .- 21% of custom. - indicate that these kinds of promotions
influence where they do t+ .r shopring and Coles’ same store sales increased 5.1% in

the September quarter I 19 whe .ne Little Shop plastic collectibles promotion was first
released.

Social me<
Businesses use sc
their m> ..

'l media for a range of purposes as part of their promotion strategy in
stra. v, spec’ _ally to:

*  creasevi »ility for .e brand of the business and its products

bu ' r .cdonships with customers, influencers and other businesses

'omm. ‘~ate with people in real-time, including answering queries from existing and
p °ntial .stomers

* hare .ks to or publish content that demonstrates the expertise and products of the
v 'siness and adds value to customers’ lives

* generate new sales leads for the business and boost sales through connecting the
customer to online purchase options via social media links

A 2015 report from leading accounting firm Deloitte indicated that consumers who are
influenced by social media are 4 times more likely to spend more on purchases. Moreover,
the influence can be so high that 29% of consumers are more likely to make a purchase on
the same day of using social media. They also found that social media has particular influence
on the purchasing decisions of millennials (those born between 1977-1995).The Deloitte
report found that 47% of millennials are influenced in their purchases by social media,
compared to 19% for all other age groups.Among consumers who use digital devices to shop
almost one-third of consumers spend more due to their use of digital during the shopping
process. By using their mobile device and social media these consumers often locate better
prices, or promotions offered by sellers, resulting in often purchasing a better quality item at
a marginally higher price, or the same item at a lower price.
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2.2.2 HOW INDIVIDUALS MAKE PARTICULAR DECISIONS

So an individual consumer obtains income and access to cash from a wide variety of sources.

The individual will then need to decide how much of their income (and their savings and Syllabus

heir b . it ) will be used: Students exz ne how
their borrowing capacity : individuals 1 ke partic'”’
decisions, in.  Hir-
whr  _r to spenu or save,

*  to save for future purchases or provide for retirement, or giyFcing prepared for
.nexpecter >xpens.

* for purchasing good and services,

*  to save as a buffer for unexpected expenses or the financial impacts of unexpected
events

Expenditure

Expenditure refers to amounts spent by the individual on goods and services.That c. ld be
spending on food, spending on transport, or spending on a new desk to study on. All  ‘ these
transactions require to be paid for by the individual.

Fixed and variable expenditure

When thinking about their expenditures, an individual separately c~--iders fi. d .nd variable
expenses. Separating these enables the individual to plan better aich 2 shali ze later
when we look at budgeting and planning.

But first, let’s consider the difference between fixed and variable  .enditure.

Fixed expenditure

Fixed expenditures for consumers are those » penses v “ere the amount does not change
from month to month.The cost does not va, deper .ig upon how much of the good or
service that is consumed.

For example, rent for an apartmer. - a fixed expenst  _ause the same amount is paid each
week by the renter to the landlord (.. owner of the property). Gym memberships, loan
repayments, or subscriptions _ . >amn service .ike Netflix would also be considered
fixed expenses, as the am  .nt paid rthe. -~ .e does not change each month.

For a consumer, co! »cting . 1 _:ntifying these fixed expenses enables a decision to be taken
about whether the . 1 or s -ice should be continued in the future.

Variabl”r axpend ‘tu.
Variable ex, ‘nc  ves fc - consumers are those expenses where the amount does change

from month v monu ™' cost varies depending upon how much of the good or service
th ‘s consumec hat period.

For xamr'.,.. 'isa variable expense.The amount that is paid each month for food at the
supe. > «et depends upon how food is purchased. The amount that is paid for petrol, and
also fc electricity and clothing, are all variable expenses because it depends upon how much
-ol i. »urchased, how much electricity is used, and the number and type of clothing items
thar re purchased.
" . a consumer, collecting and identifying these variable expenses enables a decision to be
taken about what the quantity of the good or service that should continue to be purchased
in the future.
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Spending patterns

The Australian Bureau of Statistics collects statistics on what typical Australian households
spend on different types of goods and services. Those patterns do change over time - bef <
the iPhone and the internet Australian households spent a significantly lower proportio

of their income on telecommunications costs. The table below outlines the changes that
occurred between 2020 and 1986.

Category of household spending 1986 (%) . N0 (7
Housing 4.1 2z
Food and non alcoholic beverages (drinks) 1”9 ‘74
Recreation and culture b £/
Transport 17.0 10.2
Furnishings, household equipment and services 1. 8.8
Alcohol & tobacco 82 8.9
Insurance & financial services 2.7 5.1
Health 5.6 6.3
Education 1.3 4.7
Clothing and footwear 6.9 3.3
Communication 1.5 25

In additic- ~hany, " to the r centages of total expenditure on different categories,

consu” _rs alsc thang. he oportion of their incomes that they spend on purchases
esp allyinre ,onseto _onomic conditions.The key statistic that measures this, calculated
and p. ‘ishr oy the Australian Bureau of Statistics every three months (each quarter) is

* hou. aold saving rate.The household saving rate is the percentage of household
. c. "ewh, s saved - for example 10%.This would mean that the average household would
b. spe 'ing 9¢ % of their income on purchases of goods and services.

During the COVID pandemic the
household saving rate increased
to around 20% - so purchases of
household goods were less than
80% of incomes as a result of
household concerns in relation to
job security and the economy. On
the other hand, during the boom
of the 2000s, average household
spending on purchases was more
than incomes - households were
borrowing in order to make
purchases in total greater than their
annual incomes.
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Every consumer then has to make a decision about what to do with their income. How much
of their income should be spent? How much should be saved? Does the consumer need to
borrow money to add to their income in order to pay for the goods and services that they
would like to purchase today.

These are the decisions which every consumer must make.

Whether to spend or save

Income which is not consumed (not used to pay for expenditures in buying goods or services
which include fixed and variable expenses) is saved by the consumer.There are a range of
reasons that a person may save some of their income, including:

I. Saving for an emergency - being prepared for unexpected exper es
If an emergency occurs, for example the car breaks down, or unexpected medica osts
occur, or you lose your job then it will be necessary to have some mor ~v available .
deal with that situation. If you do not have money saved for an emerge <y = -l have
much more significant impacts on your life than it would have if you hac aved* . - to
be able to address the emergency

2. Saving for a house deposit
In order to purchase a house, most consumers will neea  take .t aloant.om a bank.
The bank will only provide the loan to the consumer if the . = amer has already saved a
significant proportion of the purchase price for the house,for ample 10% of the house
price.This process is called saving for a houss .eposit. Given the | 'zes of real estate in
some cities in Australia, saving 10% of the - .ce of a "ouse is not easy, and takes a very
significant and long term saving process.

3. Saving for a holiday, car or large dur. “le go . purchase
Holidays, cars and durable goc - can be very ex, » .e.A consumer cannot afford this
by just using their income for th. eek - it will eiti.er require prior savings to be spent
for the purchase, or borr “mo. ‘fromt: opank.The consumer is much better off
financially if they first - ,e the 1ounmu fr 4 the purchase, rather than borrowing the
money from the ba  as in th- case the, will have to pay interest to the bank on the
amount borrow~=d.
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Saving for retirement or extra income

When a person retires, they no longer have the regular income coming in from their
job. In order to maintain their lifestyle, they will be relying on the other different forr

of income that come from investment decisions that they have made, including inter st,
dividends and rent. In addition, by law when an employer pays salary and wages to
employees in Australia they are required by law to deduct 10% of the salary » . put tiiac
into a superannuation account for the employee.The funds in that accoun* an only be
accessed by the employee when they retire.

Saving for a wedding
Weddings can be very expensive, and often people will save te .id u.e weda..  drr
wedding reception (party) and the honeymoon.

Saving for children’s education

Another reason people save is to fund education, especially ch.. =n’s ed" ation.In
the United States it is also very culturally commoi ‘c. ~*ents to sa.< 0 pay for the
university education of their children (called Colleg in the  "*=d States).

Factors which influence the de - un to spend or save

In making these decisions there are a range ot . “tors which will influence the consumer, and
which will influence the amor . the consumer sp. s, and the amount the consumer saves.
Those factors are indicate .n the tahle below.

Factor How facv - .afluenr . the decision to save and the need for
saving
Income “’hen income is I. ver, a person will tend to spend most of their income,

ar,  “one or lit "2 will be available for saving.

As inc. ‘e .creases, whilst total spending does increase (often purchasing
nigher qu.iity goods and services) the person is now able to save.

As income increases even higher, the proportion of the person’s income
that is saved increases.

s ge When younger (a child) a person will typically spend more than their

income.

In middle age, a person’s income will increase, and they will try to save
some of their income to be able to invest to fund their retirement.

In retirement, a person’s income will often be less their spending, and they
will rely on their savings to meet the gap.

Location Where people earn the same income, but live in different locations, their

ability to save might be quite different.This can arise because the costs of
living in different locations can be quite different, the greatest differences
can occur in the cost of housing (house prices and rents), the cost of food,
and the cost of services (painters, plumbers, mechanics etc).A person that
wants to live in a more expensive area will need to save more of their
income in order to afford housing if they want to purchase a home.

Wealth The need for saving is also influenced by wealth.A person who is wealthy

already has savings, and therefore can afford to spend a greater proportion
of their income than someone who is not wealthy, and who therefore needs
to save some of their income.
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What to buy

A consumer decision to purchase a good or service can either be:

* aplanned decision to purchase a product following research, comparison, and analysis
(called comparison shopping); or

e an unplanned, spur of the moment decision to purchase where the decision to buy
occurs just before the purchase is made (called impulse buying).

Impulse buying can occur for a variety of reasons, and is actually encouraged by shops by
the placement of bargains, confectionery and drink options close to registers. Consider

the queuing processes at supermarkets like Woolworths or Coles (where there is often

a presentation of confectionery or drink impulse buys), or at |B Hi-Fi where the queu

snake through presentations of discount movies and low value technology purchases >r the
payment processes at petrol stations where there is large selection of impulse buy it ns to
tempt consumers. Part of the focus of this chapter is to help you avoid impulse buys,. 1to
make better consumer decisions.

Once an individual consumer has decided to purchase a good or a service (i tan ' p.
purchase), for example a new pair of sports shoes, the process st~ "~ ordei - work out
what pair of shoes to purchase, and where to purchase the she . from

In order to determine which shoes to buy, and where to buy . m f .n,a consumer
undertakes a process of comparison that is called comparison .opping. Comparison
shopping involves researching the features and pric- - of the possibi.  Yoes to purchase, and

then using a criteria to rank the possible shoes » .ich could be purcha. zd in order to identify

the best choice. There are, however, some bas" concep’ in relation to how goods are
produced and made available for sale to cons ners,- 4 the different types of locations and
stores where goods can be purchased, that stuc need to ~ iow first before diving in to
the process of comparison shopping.
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Retailer
The business which sells
goods to a consumer.

Wholesaler

A business that buys a
large quantity of goods
from various producers,
warehouses them, and
resells to retailers.
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How goods are produced and sold to consumers

Some goods are created by a business who then sells the goods directly to the consumer.
Consider a small business that makes wooden cutting boards, and sells the boards to
consumers in a stall at a local market. In this case, the business is both the producer of e
boards (making them using wood, sandpaper and oils) and also the retailer of the goods -
consumers.A retailer refers to a business who sells the goods to the consumer .1 our
simple example, the cutting board business is the producer, and the retailer.

If our cutting board business grows, kitchen stores may want to stock the cu. ~gF .rds in
their shops for them to sell as part of their product range to consume*~ If this  -urs, the
producer would sell the boards to the kitchen shop, and the kitchs shop would . =ac che
price by a percentage in order to make a profit (for example inc’ asing the ~by . %)
and would then sell the boards to consumers at the higher price "he kitc <n st e becomes
the retailer, selling the boards to the consumer.

Buying the boards directly from the producer at the n. “n. ther than a. the kitchen store
may result in a cheaper price for the consumer (withou ‘he in: ~ to the price required
by the retailer), however may be less convenient

If the board business becomes even mor- .uccessfi many . ‘chen stores approach the
business to purchase boards and the boa " busin . may app vint another business (called

a wholesaler) who will deal with all of th. > .quiries and orders for boards from the
retailers. It is the wholesaler’s job to buy the b ~ds,and then to provide them to the
retailers (that is, sell them to < retailers) for the =tailers to sell to customers. Of course,
the wholesaler is a busines .nd will need to make a profit, so the board business sells to the
wholesaler, who adds a, ~centag- .n top for their profit and sells the board to the retailer,
who adds a percentage on  » .d then s 's to the consumer.

Finally, there ar different kinds « ~ .lers that stock the chopping boards, offering different
shopping experi. “es to their custumers. Some gourmet kitchen shops with a large number
of staff o  ~adv. and pa’ ¢ high rents in prominent store locations, may have to add a
higher .argin. top. *‘he /nolesaler’s price. In these stores, the chopping boards are quite
exp sive,and aver disc unted. Other retailers of the boards are online only stores, with
few su "an”’ Lwer costs than the gourmet kitchen shop in the prominent location, so they
add. wer margin on top of the wholesale price and still make an acceptable profit. If
e lines -e sells a significant volume of the boards, it may only add a small margin on
tc *or = whe.esalers price and rely on the high volume of boards in order to achieve its
req irea, »fit.

In u.. way, the same board may be priced at different prices when being sold by different

-etailers reflecting the different costs and levels of service that the business provides to their
customers.
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Different brands and products
Businesses sell their products using different brands.

A brand is a unique design, sign, symbol or words that creates an image that identifies a
product and differentiates it from its competitors. Over time, this image becomes associated
with certain attributes: specifically a level of credibility, quality, and satisfaction in the
consumer’s mind. Brands help consumers select products.

In most product categories (for example sports shoes or cars) there are a wide range of
alternative products for consumers to decide between.These different product choices are
produced by different businesses, who use their brands as a way to indicate their prod- .. to
potential consumers.

Different brands have different attributes, which often have implications for quality, in. vation
and cost. High quality brands will often have a higher emphasis on product Hevelopmen.

and design, higher quality materials and manufacturing processes and great -5, ding on
advertising to promote their brand and products.

For example, consider the spectrum of car brands below. Each < . pas nger ¢ s, however
their products have very different features and costs.As the ¥ .nds bec ne hig. r quality,a
consumer would typically expect more innovative design anc  higher _vel of fea.ures and
quality materials - and a higher price.
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The same brand (for example Coca-Cola) may also offer a range of different products to
meet the consumer’s need. Consider the beverages offered by different brands (businesses)
in the beverage market in Australia, including the local operations of global businesses (Cr .-
Cola and Pepsi) and also the offerings of particular stores (called generic or house bran )
from each of IGA,Woolworths, Coles and ALDI. In addition to selling the branded drink
(Coca-Cola or Pepsi products), the supermarkets will also offer lower price non 7 ke or
Pepsi branded products which they make and which can only be purchased in ** _ir stores.
These generic brands include Black & Gold (IGA), Select and Homebrand (*" solwort'
Coles (Coles) and Regal Cola (ALDI).

Review the display of 1.25 litre cola bottles below the table, what ~  you notice (¢ “nc
about the bottles, the label design, the cost, and the quality/flavot of the dr  ?

Coca-Cola Pepsi
Coca-Cola Pej i
Coke Zero Pep: Max
Sprite Mour. ir Jew
Sprite Zero Satora 2
Fanta
Lift
Powerade
Mount Franklin Water
Mother
IGA W7 .iworths Coles ALDI
Black & Gold Cola voolwor* . Coles Soft Drink Regal Cola
“alect £ Lia Coles Smart Buy
vV - vorths Cola
Horne Brand
_ola

1.25 litre Cola from different branded and house brand producers

$0.69 $0.78 $0.78 $0.90 $2.35 $3.30
ALDI IGA Woolworths  Coles Pepsi Coca-Cola

Each bottle has water, gases (to carbonate the beverage), flavours, a bottle, a cap, and a label
designed and printed. Some of the brands spend more money on advertising (which increases
their costs), and require a higher profit on their products than others. Cheaper products
have less quality materials, spend less on advertising, charge a lower profit per bottle and are
hoping to make their money by selling large volumes of the cola bottles at a small per bottle
profit which will lead to a large total profit.
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Choosing where to buy
Some goods can only be purchased in a particular store. For example, you can only purchase

a Big Mac in a McDonald’s restaurant, and you can only purchase Regal Cola in ALDI. Syllabus
Students exz ne how

. . . . individuals 1 ke partic'”’
However, for other goods, there is a wide range of different locations where a decisions, in.  din- _re

consumer can shop to purchase the product. Some of the locations are more convenient, toh  eglocany, egionally,
and some are less convenient. " vstte or globally:
nysical or nline sc
Some locations have staff that can offer assistance with questions or provide product
demonstrations, other locations have the products for purchase but do not have
knowledgeable staff or provide demonstrations. Some locations are physical stores wh ¢
a consumer can visit, see and touch the product, and compare it in store to other pr iucts
(for example comparing headphones at JB Hi-Fi by trying different headphones conn :ted to
music sources). Other stores are only online, where it is not possible to touch, or fee ‘he
product.

Each of the locations will also offer to sell the same product for different pr es.

Let’s start by investigating the different types of locations where coi. mer ¢  buy
products.
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Type of store

Department
store

Discount
store

Specialty
retail

Discount
fashion

Supermarket

Convenience
market

Discount
supermark ¢t

Online s. ve/

h.. ot

Exclusive
store

Products

Wide range of products

Clothing, toys, electronics, gifts, kitchen
items

Mostly retailing branded items, but some
high quality house branded products
Large stores often over multiple levels.

Wide range of products

Clothing, toys, electronics, gifts, kitchen
items.

Retailing some branded items, but
mostly house branded lower priced
alternatives.

Wide range of mostly branded products
within one product category. Provide
opportunity for convenient consumer
comparison in purchase of durable
goods.

Range of clothing items often
discounted brand items or house
brands.

Wide range of fres’ .nd paclaged food
and ingredients ¢« < dome- . cleaning
goods.

Small range of clothing ome r~ uin,
stations ‘v. Large stores.

Smallar rar  of food/hr "1sehold goods.
© .alle. tore.
May be oreex, .ive

Some . anded products

S ler range of food and limited
quai. v specialty durable items.
maller stores
Sc = branded goods but mainly house
brand goods

Very wide range of new and used
products.

No physical store with no product trials,
demonstrations or in store returns.

Only sells branded products of the
business. Can be small range, or very
wide range

Pricing

Medium to high
Distinct departments
for different branded

clothing and cosmetics

Low to medium
Distinct areas in *’
store for differ it
types of gooc

Var a. “~cting the
bran  prow "d
the st. e Usitionig

Low to medium
pricing

Consumer based
pricing for high
volume goods with
weekly sales to
customers

Higher pricing than
supermarkets

Significantly cheaper
than supermarkets

Often cheaper than
physical stores as
lower costs for seller
with no physical
store and lower staff
numbers

Can be low price,
or very high price
(Tiffany’s)

Examples

David Jones
Myer

<

Kma.
T "get

B Hi-Fi
Clothing stores
Rebel

Best & Less
Lowes
Supre

Coles
Woolworths

IGA

ALDI

Amazon
Ebay
Kogan

IKEA
McDonalds
KFC
Subway
Tiffany
Smiggle
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As indicated in the previous table there are distinct types of stores in Australia’s retail
marketplace from which consumers can purchase products. Often the same product can
be purchased for a different price, and with a different amount of salesperson assistance, in
different types of stores.

Generally speaking, the categories of retail stores are different in relation to the following
attributes

the range of different types of goods (i.e. furniture, and clothing, and electronics)

the depth of the range within a given type of product (ie JB Hi-Fi has many different
types of headphones)

the physical scale of the store, and its location

the private label product strategy: the extent to which the store carries . anded
goods (ie Coca-Cola, or Beats, or house brands that are cheaper offerings only soi ™
that store like IGA Black and Gold Cola)

the price of the goods

Importantly, the retail landscape is changing all the time as a r= it of:

competition, new entrants (like ALDI opening in Austi "2 in 27 I, CostCou in 2008)
and online competitors (Amazon, eBay, Gumtree, Booktopia,

changing technology (department stores nc unger sell CDs « ' DVDs with the
consumer move to streaming services like * _cflix, Spotify and App.e Music)

large, specialist retailers in specif. “egmer reducing consumer appeal of
department store shopping experiences w. = .iore limi* 1 range (Rebel Sports,
JB Hi-Fi, Officeworks, IKEA, Good Guys, Freec m,An2 nda, BCF)

the emergence of destinatio. ~entres for b. .y goods purchases by
consumers (furniture, beddine, wa. ‘ng machinr -. dryers, electrical goods) for example
the various Supa Centr- in o, mey\ ~ore’” .’k Belrose, Tuggerah)
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LOCAL, INTERSTATE, GLOBALLY

In addition to considering the wide range of different types of stores which are available to
consumers, you can also consider those places by geography - that is, where the store *
actually located.

Here the groupings are locally, interstate and globally.

These groupings are simply a different way to classify the same types of sto” . that wr
considered earlier. For example, there may (or may not be) a local specialty . ve i~ . local
area, or one in a larger regional area like Dubbo, or in a capital city like Svdney.. .ddition
to stores within New South Wales, there may also be specialty sto’ ., wiu differe;  ~re  .ct
offerings, interstate in Victoria, Tasmania or Queensland. Finally, tt re will be  ~star, , of
specialty stores overseas - in the United States, or in South East sian cot .cries  rin New
Zealand.

As a consumer, you can:

*  physically travel to these locations (on purpose in o. 'er tr .i1s,. ~ ~ store, or when
visiting on holidays) or

* use the internet or telephone to cor” _tand c ler prc 'ucts.

With the internet and email a consumer in . .ralia (that is, you) is able to access a very,
very wide range of goods and s ~vices from vir. “lly anywhere on the planet. Of course,
issues arise in making purch~ _s from distant place , which we will consider in the next
section in considering int~ et purc’ 1sing and mail order.

INTERNET PURCHASLh =~ AN = MAIL ORDER
Internet purch. ‘ngis nolonger:  or unusual,and is now actually very common place and
includes:

* bu .gan opon ~Ar .tore or google marketplace
. ving an .iline game, or in app purchases
buy. . good on amazon.com or Kogan.com or books on Booktopia etc
rline ¢ ‘ering of your school textbooks on campion or endeavor

* onh. ordering of pizza from dominoes or pizza hut, or from hundreds
f restaurants on menu log

* < dering an Uber or a taxi online
buying a ticket to a concert on tickettek or Ticketmaster
*  buying and selling goods on online auction and selling websites including eBay or gumtree

¢ booking medical appointments online, completing hospital
patient registration information online before visiting the hospital
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In other words, you may already be very familiar with purchasing goods and services using
the internet.

The benefits of internet purchasing include:

* convenience in researching and comparing products, and the site is open 24/7 to make a
purchase

e access to a very, very wide range of products - wider than would normally be available
within a convenient transport time for consumers to visit a physical store

* lower cost for the seller (no retail store and staff) which may offer a lower price to *'
consumer

* able to be used both on computers, but almost universally on smartphones and 1obile
devices carried by consumers.

On the other hand, there are some disadvantages or issues with interr. % p. ' ~sing
including:

* inability to hold and test the product prior to the purchase 7~ ...

* fraud where the seller does not send the good, or sends different ,ood tc he good
advertised

*  mail or delivery problems

Mail order is also a way to purchase goods.” .is refer- to a process where a consumer
signs up to receive a printed catalogue prov. °ginfor ation about a wide range of products
- hundreds of products to choose from. Incluac i .ie catalc .e, generally at the back, is

an order form where the consumer can list the p. uct n~ .es, numbers and prices of the
goods they wish to purchase.The r nsumer comple.  “ .s form, adding payment details (if
using a credit card) or attaching a ch. e if they were paying by cheque, and then they post
the order form with paymen* “asup “er of th  (atalogue. Some time later the goods will
be sent by mail by the sup' .ertot :cons ~e

The ease of use of the int. ‘et ' _s significantly reduced the number of printed catalogues
being sent to const  's,anc e mail order businesses have added internet purchasing
options for consume s« ¢heir , ~ducts.The catalogue information is now search results
on the business’ webs =,a. augh 4 digital version of the traditional catalogue is also
often pre. < " ~nline > co. umers who prefer to browse the material and read the
advertiseme,  So.. m. !order businesses no longer offer a physical catalogue option
to ~onsumers (. the pr. .ing costs are quite high) although some still do, including the

In. ov.  ns Catalc_ e which can be ordered at innovations.com.au or EZIBUY. In early
per ds ot ~v. mail order catalogues were an important way consumers in country or
reme = - :as were able to access a range of products.
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Comparison shopping

With the wide range of types of goods and services available, with a wide range of possible
places to purchase (online, department store etc) a consumer (you) will make a better
decision by following the process known as comparison shopping.

You probably already do this to some extent, but may never have called it compa’ on
shopping before. Comparison shopping is where the consumer compares pric . and features
in advance of actually shopping in order to achieve the best deals and pricir on merr’ .ndise
and services. This is the opposite of impulse buying, where a consumer b. - a - Jduct or
the spur of the moment without considering alternatives, and often whk~+= the ¢ sumer ¢’
not visit the store to purchase the product in the first place!

Comparison shopping is often done in anticipation of buying occ sional, b  ticke items
(higher priced items which are usually durable goods). In conside. ‘g different r ducts,
and different sellers of those products, you should concider the foli.  ngas - .t of the
comparison shopping checklist:

I.  What are the features of the product,and do they 1e .the reason why you are
making the purchase?

2. What do independent reviewers s abour e produc. in newspaper articles, or
online specialist websites?

3. What do other purch- ers of the produc ay about the product, and the business
you are considering pr .nasing from.There is a wide variety of this information freely
available on many s< 'rs web- _.es as customer reviews, and also websites including
Tripadvisor, Amazon a ‘s _cialist wr site user forums including Whirlpool (general)
and dpreview for camera.

4. What is the _ “ice of the proauct from different sellers? When purchasing food items, by
law t+ " olf lac 's must s’ _w the price either by weight of the product (i.e. $2.32 per
ki' ,or by olum. “e .32 per litre). This provides an easy way to comparison shop

grocery .ems to ¢ .npare the value of two alternatives where the product sizes and
w chts e different.

5. nat happens if there is a problem with the product, or if you change your mind?
Where would you have to return the product and how!?

6. s there a delivery cost, or other amounts payable in connection with the purchase.
For example the purchase of a mattress often has a delivery charge, which can both
be expensive, and vary widely between sellers.When considering a hire car, the cost of
insurance to cover you if the hired vehicle is damaged can vary very widely between hire
car companies.

7. What is the period of the warranty offered with the product,
or other services that are provided for free? This is the period
when the maker of the product will fix any defects which
appear during normal, intended use of the product.
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COMPARISON SHOPPING WEBSITES

The internet is a perfect tool to assist consumers in performing comparison shopping by
providing convenient and detailed comparisons of products and pricing from different sellers
in Australia.

Comparison websites have emerged for a range of different goods and services. However,
these comparison websites are themselves businesses, which make money by charging the
service provider a fee for each sale, and only compare among the products who are prepared
to share the money received by the consumer for the sale. In this way, a comparison website
does provide a comparison, but only among those service providers who want to enter int~
a commercial arrangement with the comparison website that will result in the compar’ .n
website making money.

For example, in the insurance market, there are a range of comparison websites, inclt ‘ng
iSelect, Compare the Market, Choosi, Canstar, Finder and Compare Insurance.These
websites enable you to enter details of the insurance product you wish to u,  <e (i.e.
health insurance, life insurance, home insurance, car or travel insurance) anc ‘he co. | “icon
website provides details of insurance products from the companies tha h- e
decided to participate in the comparison site.The Air .an. Comp tion

and Consumer Commission (a Commonwealth government  dy whic acts tc rotect
consumers) has been concerned over misrepresentations o1, “ese si* , about tI = scope
of the market that is being compared, with some sites being fin. ~ _re than $2 million for
misleading advertising (EnergyWatch). (The comparator website indu. v in Australia, An ACCC
report, November 2014).

Having said that, comparison websites are v - helpfu’ . a range of contexts:

* selecting a hotel or flights (TripAdvisor, Trivay, Hotels  m, Expedia)

e selecting electronic goods (prc  'ct buying guides  Officeworks, or ebay, and online
retailers frequently enable selecti.  of multiple nroducts and asking the site to compare
the features of both pre .o

e selecting a loan (rar .tycom.2 Cansta,, .ompare the Market)
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Learning activities

2.

Identify five goods and five services which your family has purchased this month.

In small groups, discuss whether you think your family would spend similar pr- ~ortic.
of income on the goods and services as typical Australian households from .e ABS data.

Distinguish between a good and a service.

Outline three durable goods in your home. For each good con-" .. ..,ow mar, ‘ears
total the good would last from purchase, and how many year emain be” -eit1.  need
to be replaced.

Explain why impulse shopping may be a concern for consumei

Explain why a consumer may purchase a good or s\ vice ¢ " nulse.

Describe the process of comparison she ... °nd ide ..y five websites that could be
useful when comparison shopping.

In small groups select three products « ' " _uss how the product moved from the
producer before purchase by the consun.  and consider how much the product may
have been sold for origina" by the manufac. ‘er of the good.

For a market other ** .n cars,’ _ntify 5 different brands and rank them from most
desirable to least des. ble' consum~rs.What attributes are you considering when
ranking the brands?

. Research ti.  ~ost of similar b. akfast cereals at a number of grocery stores. Note down

the st~=~ pro. -t name ar ' price and ensure you include house brands in your analysis.

small grc psider. ~ a store in each category of store types that has been visited by
v men’ _rs of the group.Ask each person what made them decide to visit that store

typ.

- mall g ups,list all of the types of goods and services that the families of group
mer. =rs have purchased online.

‘it the Innovations catalogue online.What types of consumers would use catalogue and
mail order services!?
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2.2.3 PAYMENT OPTIONS

There are a wide range of methods that consumers can use to make payments for the

purchase of goods and services - including both cash, and cashless options. Essentially, to
increase convenience for customers in making payments a number of additional methods r ‘ﬁ
have been created over time to add to the method of providing physical cash to the supplier. . k
Method Description Advantages/disadv- .cages
Cash The consumer provides cash to the supplier. Advantage:no inter “top’ and can
only purchase when can« 4 to buy
Disadvanta- ... wvenien. and . only
purchase if ! ve saved r <chasc .ce, theft
Credit The consumer uses a credit card to pay the Advanta; :cano.ain g »d before saving
supplier.When using the card, the consumer’s entire purch = price
bank pays the supplier and then at the end of the P'-advanta, = .chase beyond
month the consumer’s bank sends the consumer w 1t . ~fford, must make interest
a statement of the amount that the consumer pa, \ents ~unt borrowed. Risk of
has spent using the credit card (which has been una. b sed risk or fraud - especially with
borrowed by the consumer from the bank). tap a. ' go with stolen or lost cards.
Cheque The consumer completes a cheque (a pie. of Advai .age: secure payment system, and
paper provided by the bank) with the details °t* limited to what can afford to buy as funds
supplier name and the amount to pay and provi s  must be in bank account
the physical cheque (piece of p>* .r) to the supplic Disadvantage: may not be accepted by
The supplier deposits the ch-  ue in their bank. supplier, and can only use if the purchase
price has been saved
Direct The consumer sets up a regu .rangemr _witha Advantage: convenience for purchaser,
debit supplier where a specified amou ~will F  deducted set up once for regular payments
from the consur  *’s bank accounu paid to the = Disadvantage: sometimes difficult to
supplier each peric This is often used for regular cancel, and charge made even if do not use
consumer . 1ts,.. ‘'uding © .1 memberships, service (ie gym membership).
Netflix :althin rance A = .um payments, rent
paym. *s etc. P~ .nents coi.cinue to be deducted
v til the 'tk .isation is cancelled by the consumer.
Lay-by T = nsum. selects a good from a retail store Advantage: locks in price to be paid, and
anc 1gt sto p <chase it. The store holds the good  can only obtain goods when purchase price
whil. the ‘stomer makes payments (at least two saved.

Ele t' .nic
funu
“an.

Buy now
pay later

~tali =nts).When the full price is paid, the good
is pi.  ed to the consumer.This means the price

agreed, and the good is held for the consumer
w. .ist payment instalments are made.

Often using the internet via a computer or mobile
device, the consumer directly transfers money
from their bank account to the bank account of the
seller.This can occur using EFTPOS as a debit card,
or using services such as Bpay or PayPal, or using
the internet banking applications provided by your
bank.

Pay by instalments over time, but acquire the good
immediately. Payment is delayed and is paid off over
a few weeks. Interest is not charged on purchase,
but you are charged fees for late payments, account
keeping fees, processing fees and establishment fees.

Disadvantage: unlike credit cards, cannot
obtain goods immediately

Advantage: fast, convenient and must
have purchase price saved to avoid debt
Disadvantage: risk of unauthorised use
or send funds to wrong person/seller. In
online transactions may pay for goods and
not receive goods, or receive defective
goods

Advantage: unlike layby, obtain the goods
immediately even when purchase price not
saved.

Disadvantage: can overspend and fees
can add up
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Credit cards

Credit cards, using the banks’ money to pay for the consumer purchase, is a very, very
common way that consumers purchase goods and services. It is very convenient to use a
credit card, and purchases less than $200 can now usually be completed by tapping the .rd
on a reader - called PayPass, or Tap and Go.

A credit card, issued to the customer by the bank, carries some key informatic on the card,
and on the computer chip in the card, including:

I5.
l6.

33

Chip which contains details of the ¢» . and pre :nts fr. d

Card number

Tactile elements that assist consumer loca  and orient the card
Valid dates for the card

Name of account h- .er

VISA brand mark

Visa payW>ve symbol whici. ~e~ . this card can be used by tapping

High visibility dges that helo identify the correct way to insert the card into ATMs and
EFT™ _ -min. when - .chasing goods

~ .ephone umber . general enquiries

M. ~et’ encoded stripe which can be read in ATMs and EFTPOS machines

. Nignat.  block for customer signature

A . Himen.ional dove hologram which is an added anti fraud feature

“his card can be used in any ATM anywhere in the world that displays the Plus logo

. < ¢V - card verification value which helps to verify your card in online, and over the

phone purchases.This can also be referred to as the CVC (card verification code)
Phone number to call if overseas

Large font which identifies whether this is a Debit card (which transfers money from
your bank account to the supplier), or whether it is a Credit card (which is where you
are borrowing money from the bank who is paying the supplier on your behalf).
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Cheques

Cheques used to be the most common form of payment, before credit cards and electronic
funds transfer. Cheques are rarely used today for consumer transactions, however the
elements of a typical cheque are outlined below.

o .«

Name of the bank that the consumer banks with

l.

2. Name of the supplier to pay

3. Amount to be paid to the supplier written in words

4. Name of the consumer who is writing the ch ,ue and paying the oplier

5. Cheque number

6. BSB number - Bank-State-Branch - this | six dis” aumber that identifies banks and
branches across Australia. This will be the . *rthat the onsumer banks with.

7. Account number at the bank of the consume.

8. Date of the cheque

9. Amount to be paid to the suppn  in numbers

10. Signature of the consume

I

— o

The words not negoti- .e here neans ™at .y the person who is named to be paid may
receive the money.” s provid . a protec .on to the consumer as no one else can bank
this cheque other tha. he = .ned supplier on the cheque.

When acceptinga c¢i 'q  as pa, ‘ent for a consumer purchase, the supplier only knows if
they will get paid whe th. depos.c the cheque in their bank account, and will then need to
waitaco. . Sdaysfc the. nkto determine if the consumer’s bank account has sufficient
funds to trar »r v ‘na. ated amount of money into the supplier’s bank account. For this
reason, unless v suppn. knows the customer, and trusts that they will have sufficient funds
in e "“ankacco. *to cover the cheque, suppliers will most often not accept cheques as
pay ent. v -= the supplier banks the cheque, and the consumer does not have sufficient
funa 'n ‘" :ir account to cover the cheque, the cheque is said to have bounced, and to have
been .nonoured by the consumer’s bank. In this circumstance the consumer’s bank will
charge e consumer a fee for having the cheque dishonoured.

Se' :cting and applying appropriate criteria to rank alternative

» .rchasing options

lhe best payment option for a consumer will depend on a range of factors, including the
costs associated with the purchase option (for example if the store adds a surcharge for
credit cards) and also the existing debt level of the consumer (it may be unwise to use credit
or a loan as the consumer may not be able to meet the interest payments). Other criteria
include convenience (high with credit cards), fees, security and safety (low with large amounts
of cash), privacy (there is a record of credit card transactions but not cash transactions) and
interest rates (very high on credit cards but lower on housing loans secured by mortgages).
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Changes over time and the impact of technology

Changes in technology and innovations in payments systems to increase ease of use

and convenience for consumers and suppliers has resulted in significant changes in how
consumers pay for purchases. The Reserve Bank of Australia maintains statistics for the ypes
of payments that consumers use in Australia.

Consumer Payment Methods
Per cent of number of payments*

% %
2019

40 40
30 30
20 20

10

v

Debit Cash Credit BPAY ™ .al < 1wue Ot

card card
Excludes payments over $9,999, . ‘ers (paymenr’ family and
friends), transport cards and automz “vments
Source: RBA calculations, based on data fi. e ad Roy Morgan

Research

As indicated in the chart, ' . domin~nt ways that consumers pay for consumer purchases
are debit and credit car. and cas” Personal cheques are now a very small share of total
payments - even smaller ti. e .a of PayP 'and BPAY.

Innovations co. Mue to occur in. .con to payments, including:

e payin~ ‘~gyc mobile r" une using Apple Pay, Samsung Pay or similar services
* I’ .gyour 1gerpt. . pay

e 1 terC d’s selfie pay that uses facial recognition technology

self s. >ning consumer items in store with your mobile phone and completing the
, 'menc hat is personal self scanning checkout using your phone)

e ourc <ing using voice recognition
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Use of credit to make purchases

REASONS FOR BORROWING

Where a consumer decides to spend more than their income on a large purchase, for
example a house, car or holiday, the consumer may consider borrowing money as a way of
helping to fund the purchase.This is referred to as using credit. However, borrowing money
from a bank not only has to be repaid at the end of the loan period, but interest must be paid
to the bank during the term of the loan.This makes it much more expensive to purchase the
good than if the consumer saved the money first.

Given the large cost of houses and cars in particular, it is quite common for consumer .o
borrow from banks to fund those purchases. Some people also borrow money not t° spend
on purchases, but to make investments - for example borrowing to purchase real esi ‘e to
rent, or borrowing to purchase shares to earn dividend income.

There are a number of advantages and disadvantages of borrowing money, 1. <

Advantages of borrowing money

A person is able to purchase a house, which
means they can change and renovate the
house as they wish, not pay rent, and own
any growth in the value of the real estate

A person can purchase more shares, or
investment properties, than they would be
able to do if they only used their savings. If
the value of the investments incre  ~, this
may result in larger capital growth (v lth
increase) than would occv” .y . usii.
their savings (even after aying thi nteres.
on the loan).

7, or the
v woL be able to

A person can enj. e hou
durable good, befo, .

Disadvantage ~orro (g
money
The person. '~ has - .arge con..nitment

to repay the lo. - interest to the bank.
If interest rates in.  ase, or if they lose

t .r income (job) th. may face financial
sifficulties

Bor” w~ing money to finance investments

pe risky ~ che value of the investment
pu. “ase” che real estate, or the shares)
goes « vn in value, or does not go up in
vali'= by more than the interest rate which
i~ _eing paid to the bank for the borrowed
.unds.

Interest rates on personal loans for holidays
can be quite expensive, so the holiday ends

afford it. up costing much more than it would have
been if the person had saved the money
first.
Ti w._ ~tofbor. ving money to fund a purchase can be very large on the total cost of
the urcha: ~ consumer. For example, to fund a $45,000 new car purchase with a 5 year

pers. '3’ Lan froin the bank with an interest rate of 13.9% per annum (per year) would

requit
v~ars o $62,920.

a weekly loan repayment of $242 which would result in total payments over the five

In ¢ 1er words, the cost of the car using borrowed money is not the $45,000 price of the
e~ out the $62,920 which you need to make in total payments over the term of the loan.

Strategic Commerce > Chapter 2 > Consumer and Financial Decisions

Syllabus

Students investig~*
advantages an’
disadvantage of different

payment opi

the u”  of cre.

ns, inc!

pu'  ases, including the
Jlities offered by e ders
nstitution.

and financ’

o

aake

36


http://matthewparsons.com/scommerce/qr2.php?F=l36

Interest rates

Interest rates requ  ~

to be paid are lower .
loans that are secured b,
amort; _ er property.
Another -ote. which
can be ofi  =d to tp

bank in rel. »n* .loan

vhere sot € else
guarantees th ank that
yov aythc han.This

_ierre. > as .ne other
person go ; guarantor
for the I- .. If you do

~+~ , theloan, the
guarantor is responsible
for repaying all of the loan
to the lender.
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FACILITIES OFFERED BY LENDERS

Different lenders (different banks) have a wide range of possible loans (called loan products)
to match the various borrowing needs of consumers. Some of these are short term loans o
fund a holiday), and some of these are long term loans (a loan to be repaid over 25 year co
fund the purchase of a house).

The different types of loans are summarised in the table below:

Type of loan Description

Home loan This is a long term loan (25 years) from the bar .. . der to | »tec’
the bank, the borrower is also required to sic a separa* 'ocun. .
called 2 mortgage. By signing the mortgag documr _.the orrower
agrees that if they do not repay the loan as r uired by the .an
agreement then the bank can sell the property d recov: any unpaid
loan amount from the sales proce .. “*hany amic .emaining being
paid to the borrower.The mortgag. ‘s sai. = the security which the
bank obtains in relation to the loan.

Personal
loan

A short term loan fror .ne ba - to fu 1a personal purchase including
a car, a holiday, stere  equipme . or ott. - major purchase. No security
is provided to protec. “e b~ . against tiie borrower not paying.
Because there is no sec.  , the bank will require a higher interest rate
from the br “rower to prou. “ the bank against this risk.

Credit card When - erson uses a credit card they are borrowing from the bank.
This  becaus” .ne bank pays the seller of the goods, and then at the
end o. “er .nth asks the purchaser of the goods (who has therefore
borrowe he mon- rom the bank) to pay to the bank the amount
purchased v g < credit card. If the card holder does not pay the
whole amounu .ney have borrowed, then interest, at a very high interest
ate, is ther payable by the card holder and is calculated from the date

t.  eac’ of the purchases on the credit card were made.

S Whei ¢ a person is seeking to earn income by establishing their own
busy. s’ business venture, a loan may be obtained from the bank.The bank
an may only be prepared to lend the money to establish the business if
the borrower provides security (for example by signing a mortgage
agreement providing security for repayment of the loan over real estate
property owned by the borrower).

' ike any business, banks exist to make money - the more customers that borrow from the
rank the more money the bank makes. This means that banks compete with each other to
sell their loans to borrowers, and the main way that they compete is by offering to charge
lower fees and interest rates to the borrower than other banks in the market.

In addition to banks (which are profit making businesses) there are other financial institutions
that offer loans to people in Australia, and these are called Credit Unions.Whereas a bank

is a profit making business, a credit union is like a club, owned by its members, and is not
designed to make a profit. Some of the members of the credit union have savings which they
deposit in the credit union. Those members that need to borrow can borrow those funds,
often at a lower interest rate than the banks because the credit union does not have to make
a profit.
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Different interest rates

As mentioned, banks will charge a different interest rate depending on the security offered by
the borrower on the loan, and the type of loan product offered (i.e. car loan or credit card).
Some rates offered by the National Australia Bank for different consumer loans in June 2020
are in the table below.

Loan product Description Interest
rate
Home loan Over $750,000 2.33% variable

Secured by a mortgage over the property  Term 25 years

Personal loan Minimum $5,000 19.85% riable
for a car etc, unsecured) Term |-7 years
Credit card Up to 55 days interest free ~ 9.99%
Minimum credit limit
$6,000

ABILITY TO REPAY

When applying for a loan the lender will require a significant arn  *  of information about
the borrower’s income, their assets, and their financial commitmei. This enables the lender
to determine the ability of the borrower to pay t+ 0an and to help  -ide whether the
lender should make the loan to the borrower - all.

The process is called the loan application, 97 ss.

An individual should only borrow if they have the a v repay the loan.When applying for
a loan, the bank will require the follc ‘ng

Proof of income

The bank will typically v it to see sur two .ost recent payslips, as evidence that you have
a regular source of inconi  “nd’' .w much that income is. They will also ask to see your
personal income t=  “turn . .onfirm details of your income and the amount of taxes that
you have most recer ly ~id.

Bank st . -~ents

The bank w. ~lsc  °nt > see statements (records) for any savings accounts or loan
accounts thaty - have . . banks, and also details in relation to any credit cards that you

he <. 7 ~vwill wa. to know how much you have as savings, and how much you owe as debts
at\. 2moi.  ~*o he.p them consider whether you will likely have the ability to repay the
loan "th: make .

Persc al information

ar« der or the bank to perform some further checks on you, and
whe 1er you have paid your debts in the past by reviewing a credit
re rt about you, they will also require some personal identification
.atormation to be supplied which has your name, address and date
of birth.You could provide a copy of your passport to meet this
requirement.

Most banks also provide free calculators on their websites that

enable you to determine the amount of loan that the bank would
likely lend based on your current level of income and spending.
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FACTORS AFFECTING AN INDIVIDUAL’S CREDIT RATING

When you apply for a loan the bank or lender will always check to see if you have a good (or
bad) record for paying your bills. There are a range of businesses that sell credit reports t-
lenders. This means that they collect information about when a consumer applies for a | un,
whether the loan is provided, and then most importantly, whether the consumer has pa the
interest and repaid the loan as agreed.

The most common businesses that provide credit reports to banks (called ~ _dit repr .ing
agencies) are:

*  Equifax (equifax.com.au) formerly called Veda
e Dun and Bradstreet (dnb.com.au)

*  Tasmanian Collection Services (tascol.com.au)

*  Experian (experian.com.au)

A credit report on an individual might contain the follow ¢gi~ Jrmau_n:

*  Your personal details.Your nam- .ate of -th,cu ent and past addresses,
employment and driver’s licence nu,  er.

*  Your credit history. Listings of any ct. “t or loans you have applied for, defaults
(overdue payments of 60 s or more whe: -ollection activity has started) and any
other credit infringemr _s (infringements can be listed for up to five years after they
occurred, or seven * .rs for s© .ous infringements).

*  Repayment history. ates yor _redit payments were due, whether or not you
made the payments by the . =~ ¢ ¢, dates on which you missed payments.

*« Othe~ ‘*afor. ation.B? ‘ruptcies (for up to seven years after they occurred), court
juc aents 'ebta_ cem .cs and personal insolvency agreements (for up to five years
.er they .curred,

'our ¢ .c report indicates that you do not pay your bills on time, or have not paid your
. *hen v lender will most likely decide not to make the loan which you are applying for.
B -au the ¢ tent of your credit report is so important when you are applying for a loan,
the Priva. Act (Commonwealth) provides that once a year you can request a copy of your
~rec " report from credit reporting agencies for free.
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2.3 Consumer Protection

Syllabus

Students investig>*
2.3.1 THE NEED FOR CONSUMER PROTECTION the need for gffsumer
Unfortunately, sometimes things go wrong with consumer purchases - products fail to arrive, protection
or are damaged when delivered, or do not operate as they were supposed to or as promised
by the sales person. In these circumstances, you need to know your consumer rights to work
out whether you are able to force the seller to repair the goods, replace the goods, or refund
your money.This is called the process of consumer redress.
Worse than such unfortunate circumstances, sometimes unscrupulous people attempt t~ Z‘dl R ny 4.
scam, or rip=-off, consumers in a wide variety of different ways. Alternatively, rip-offs .n be “aud . curin the
where the seller engages in behaviour which is designed to trick the consumer in so e way . *ext o consumer
to the benefit of the seller - which is called unconscionable conduct. dc sions and purchases,

¢ .nay occur in other
ontexts (romance scams,

In order to deal with these situations, there is a need for consumer laws t-  “ntect kidnap scams etc)
consumers both in relation to typical problems that may arise in relation t¢ “on.  -~r goods

purchases and the usage of consumer goods, and also to protect against dell ‘rate a. °

consumers. For consumers and businesses in New South Wales t* are tw  .portant

pieces of legislation (laws) that impact consumer protections,r .aely tt Comt ‘ition and
Consumer Act 2010 (Commonwealth) and the Fair Trading Act +87 (NS' ). The g ‘ernment
regulators that administer these two important laws are the ~. ¢rali . Competition and
Consumer Commission (ACCC) and NSW Fair Trading.

Some of the more common ways to rip-off cons .iers have now been .pecifically prohibited
in the Australian Consumer Law, which is Sch- .dle 2 te e Competition and Consumer Act
2010 (Commonwealth). The Australian Cons. ~er L> s also the consumer law that applies

in New South Wales as the Fair Trading Act 198/ ~ vV) was - .ended to incorporate, Eﬁ [=]
=

word for word, the terms of The Australian Consu. r La> as set out in Schedule 2 to the
Competition and Consumer Act 201C.

Link

Unfair practices prr ... *d v Aur calian Consumer Law L40
Chapter 3 of the Australi . Consur :r Law ,  ubits a number of unfair practices by sellers,
including the following:

Lying about the > ~ds:5. >rs cannot make false or misleading statements about:

e the quality of goc s,

e thattt, @ ~ewv ‘enti.zyare used,

e atestimon. from . cther person,or a person who has used or sponsored the goods
e the  Flability ¢ vepair facilities or spare parts

. e ¢ .ntry _. origin of the goods

e th warranty provided with the goods, or available to the consumer under the Law

“ov. he current price offered compares to a previous price (i.e. discounts must be
ompared to prices of prior recent sales)

~ .ering rebates, gifts and prizes with conditions: Sellers cannot offer a gift
where the consumer winner can only collect the prize or gift after they have made a
purchase from the seller.

Bait and switch advertising: Sellers cannot advertise a good or service where they will
not be able to supply the good, and where they have advertised with the intention of luring
consumers into the store, and once there, selling them a different, more expensive product
(i.e bait the customer with the low priced product which is not stocked and then switch the
consumer to a higher priced product once in store).
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In 2020 Australian
consumers lost a record
$851 million in scams,
however these are just
the reported losses and
the actual losses could

be far higher.The ACCC'’s
annual Targeting Scams
report records that more
than 216,000 scams were
reported to the ACCC,
other government agencies
and financial institutions in
2020, with losses of over
$851 million.

The largest category of
scams were investment
(get rich quick) scams
causing losses of $328
million, with romance and
dating scams being
second worst with  se.
of $131 million.
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Asking for payment for unsolicited goods and services

Sellers cannot send unrequested goods to a consumer and demand payment for those
unsolicited (unrequested) goods.This was a common scam where physical goods were
mailed or delivered to the consumer, for example a magazine or books, and the seller w uld
demand payment for the goods. The Australian Consumer Law provides that the consur r
does not have to pay for the goods. In fact, if the consumer does nothing then the  own tiic
goods after three months. If the consumer notifies the seller in writing that ur- icited goods
have been received and are available for collection then unless the seller co’” _ts the = Jds
within a month the consumer owns the goods without paying.

Telemarketing and door to door sales

Sellers are governed by specific rules in relation to telemarketing calling pe
and door to door sales (knocking on the door of people at hom and try zto
goods, often with high pressure selling tactics). In these cases, cali ! offering an 1solicited
consumer agreement, there are rules around how and when the se. - can ar  oach the
consumer, what information they are required to prov ‘¢ he consuii.w., and the right of
the consumer to later change their mind - even if they \ ve sig ‘~mething.

rat he .e)
Il them

If the seller has followed all of the detailed r _s\. »belo  then the consumer has 10
business days to change their mind and ¢ .el the | rchase ontract either verbally by
calling the seller, or in writing by email, It ~r or ¢ .er writte « notice. It does not matter if
the consumer has signed a contract. It does -~ natter if the goods have been delivered by
the seller. It does not matter if the consumer « ~s not have a reason to cancel the contract.
This period of 10 business da s called a coolir. -off period - the consumer is provided
a period of time to recons’ _r the cnnsumer purchase in this situation of an unsolicited
consumer agreement. T  detaile’ ules include:

* the hours when the selle. "an appr .ch the consumer (for telemarketers not on Sunday
or public blidays, not befor 92 | not after 8pm weekdays or after 5pm on Saturdays)

* thes " ~<tatn *heir nar ,their organisation, and the purpose of the call/visit

. written, ' 1n, clear .nguage sales agreement must be immediately provided with total
p. =2p? oleand a statement of cooling off rights in the front page and a form to use to
canc  ne contract

* t. -eller .ust correctly advise the consumer of their cooling off rights

"ilu = to comply with visit times and identity disclosures extends the cooling off period to
thre  aonths, and failure to comply with the other rules extends the cooling off period to
=ix months.

Multiple pricing on an item
Where a seller has more than one price sticker visible on an item they must sell it to the
consumer at the lower of the two displayed prices.

Referral selling

A seller cannot sell goods to a consumer by representing that after the purchase the
consumer will obtain a rebate (part or full refund) of the purchase price by giving the names
of other customers, or assisting the seller to make sales to other consumers.
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Pyramid schemes

A seller cannot sell participation in a pyramid scheme to a consumer.A pyramid scheme
operates by a consumer paying a joining fee on the basis that they will benefit in part from F 4]
future joining fees paid by future members that they introduce to the pyramid scheme.The , ﬁ%—»
creators of these schemes profit whilst those lower in the scheme may make little money, . EF
and those at the bottom lose their money when the scheme fails. E|;1;,,:r|_-§
!_ink
Scams are a significant problem for consumers in Australia, and the ACCC has created 28
ScamWatch, an excellent website to provide information to consumers and small

businesses about how to recognise, avoid and report scams.

2.3.2 REASONS FOR AND FEATURES OF A SIMPLE
CONTRACT

In order for a consumer to have rights that the law will recognise and prot -t in relatio,

to a consumer purchase the consumer must have a contract wit. ti.. ~ler. If

there is no contractual relationship between the seller and the consumer th 1the " .. ™

not intervene, and the consumer will have no remedy or protectic~ “or exar Y f a friend

agreed to meet you at the mall at a certain time and failed to a* ve yo woulc ot be able to

take them to Court because the Court would find that no ¢ .cract ex’ ed bet 2en the two

of you.

Syllabus

Students explain the
reasons for, and features
of, a simple contract, for
example through the
construction of a written
contract for a financial
transaction

Over time the Courts have developed relatively cle-~ law on what . st be present in the
conduct between the seller and the consumer ir . der for a simple cc ¢ract to arise, for a
contract between them to exist and be enforr .ole by t' e Court. If any of these elements
are absent, the Courts will hold that no con. -t exic opetween the seller and the consumer,
and the Court is not able to intervene to prote  * = interes® of the consumer.This is why
the consumer wants to ensure a contract is in pla.  Conf" _ts can be oral, or written.

EEEE

order for a corntract to exist between the seller and

The elements which must be present
the consumer as outlined in =~ _

and intention to crea’  legal
being performed, and si.

illegal purpose).

alativ s

“le b. w,are r .er, acceptance, consideration,
aditionally, the contract must be capable of

'Id not ¢ 2 rise to w1y breaking of the law (i.e. does not have an

Element

Offer

Ac > ance

C' 1sideration

Intention to
create legal
relations

Nescr. ‘ion

The -ller offers to sell the goods to
he buyer for a price, or the buyer
fers to buy the goods from the seller
for a price

The purchaser accepts the seller’s offer;
or

The seller accepts the purchaser’s offer

Something of value must pass between
the buyer and seller.

The intention of the parties is to
make a deal which is enforceable -
consideration will usually provide
evidence of this. Social or family
contexts may arise where there is no
intention to create legal relations.
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Example

Selecting a good in a store and taking
it to the cash register is the consumer
making an offer to the store to
purchase the good at the marked price.

The store assistant agrees to sell the
goods to the purchaser at the marked
price.

Consideration is provided by the
consumer providing cash or other
payment form to the seller.

The purchaser of headphones at |B
Hi-Fi, and JB Hi-Fi intend to create

legal relations and for the title to the
headphones to pass to the consumer
on payment of the agreed consideration
(purchase price).
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Syllabus

Students investigate

the legal rights and
responsibilities of

consumers, including
protection through
legislation, for example the
purpose of the Competition
and Consumer Act 2010

Competition and

2.3.3 Legal rights and responsibilities of consumers

The protective legislation for consumers in Australia is somewhat complicated by the fact
that consumer protection laws are a state matter, and were different in every state and
territory. In other words, every Australian state and territory had their own consumer
protection legislation, and their own government agency that administered that jurisdict "’s
consumer protection laws. Of course, this was not sensible, and imposed additior  costs 1or
business.

In 2010 this was simplified with the passage of the Competition and Consumer. *20
(Commonwealth). As indicated in the graphic below, Schedule 2 to the “ampet.. « and
Consumer Act is The Australian Consumer Law. In order to be the ' .« of each state ~d
territory, each jurisdiction ensured that an identical state law wa' yassed in = -ame .rms
as Schedule 2 to the Competition and Consumer Act. In this way, th identic. cerm >fThe
Australian Consumer Law was passed and is operational, in each  1te includins Jew South
Wales.

In New South Wales this was achieved by an amendmer to the Tvading Act (NSW) 1987,
which now includes the full text of the Australian Consui 2r ~uw. In tiis way, provisions of
the Competition and Consumer Act which dea' .itn. ‘i con :titive conduct and agreements
between sellers is administered by the A” _C,and - 2 prov ‘ons of the Australian Consumer
Law, which are duplicated in identical sta. ‘egisla* .n,are adi.iinistered by local, state based
consumer protection regulators. In New Sc¢  “ vales, that government agency is called NSW
Fair Trading.

Administere  nc  .jorced by
Australian Con,, ition and
Consumer Commi. n (A" )

Consumer Act (Cth) 2010

Prohibits conduct:
Product safety and

43

labelling

Impacts smpanies in Australia

v

Unfair market

practices

Price moni. -

Impact business

Industry coa behaviour p

MYER '
dule2to. “CAc.

YAl

e Prc it misleading and » Amended to include

Fair Trading Act
ian C sumer Law (NSW) 1987
Promotion and sale of
products to consumer

dece, = conduct The Australian
“*consc.onable conduct Consumer Law as a
L. .ited supplies NSW Act.

e Acceptable quality
* Repairs and refunds Gives rights to

NSW consumers

Complaint process Consumer
Online form to claims up to
commence 340'000
Administered and enforced NSW Civil & Administrative
by NSW Fair Trading Appeal Tribunal (NCAT)
Consumer and Commercial
Division
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Consumer rights under the Australian Consumer Law

The Australian Consumer Law provides distinct rights for consumers in relation to
guarantees, warranties and refunds. The key language in the Australian Consumer Law is that
the goods must be of acceptable quality - which is determined having regard to what

would normally be expected for the type of product, how it was sold, and how much it costs.

Acceptable quality means that they must be safe, lasting, with no faults, look acceptable and
do all the things someone would normally expect them to do.
Consumer products must also:

* match descriptions made by the salesperson, on packaging and labels, and in promot"
or advertising

e match any demonstration model or sample you asked for

*  be fit for the purpose the business told you it would be fit for and for any purpos *hat
you made known to the business before purchasing

e come with full title and ownership
* not carry any hidden debts or extra charges

* come with undisturbed possession, so no one has a right
prevent you from using them

. take tt goods way or

* meet any extra promises made about performance, conditic.
time guarantees and money back offers

«d quality, such as life

*  have spare parts and repair facilities availab' .or a reasonable time after purchase unless
you were told otherwise.

If the product does not satisfy the above, or is no.  -cept>’ : quality (for example it fails
during the period that it would be “asonable to exp * . would last if it were of acceptable
quality when sold) then the consume. as a range of rights.

Product problems ar refun s

If there is a minor prob. 1 with t+ product ur service, the seller can choose to provide
a free repair instead o»f ar. 'ac- ent or refund.There is no general consumer right to a
refund if the consu. « <hang their mind, and there is no general consumer right to a
refund if there isa m. ¢ ~roble.  with the product or service.

If thereis .. ~prob. mw. .the product the consumer may ask for their choice of a
replacement, -arc -a. \ major problem would include where the design of the product is
surh that it wou ' never .e able to be fit for its usual purpose, or where it cannot be fixed
W. Wi ~asonabie ‘me.

Impc *a- .y, these rights arise irrespective of the terms of any sign posted by the seller that
there e no refunds for any reason. Such signs misrepresent consumer rights under the
Astrar 1 Consumer Law.

La’ :ling on textiles

I-_ddition to rights in relation to guarantees and quality, consumers also have a right to have
care labelling for clothing and textile products to enable them to make an informed choice
about the goods they may be buying, and how to care for them. Care labelling outlines how
a consumer should care for a particular clothing or textile product, and things to do, and

not to do, when cleaning or caring for a product. The mandatory standard for care labelling
is based on Australian/New Zealand Standard (AS/NZS) 1957:1998, Textiles—Care labelling
with variations and additions made by Consumer Protection Notice No. 25 of 2010.
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Responsibilities of the
consumer

If the consumer rejects goods
they must advise the supplier
and explain why. They must
also return the rejected goods
to the supplier or ask the
supplier to collect the rejected
goods if the goods cannot

be returned to the supplier
without significant cost to the
consumer.

Consumers also have a
responsibility to read the
instruction manual provided
by the supplier and any usage
directions and maintain
equipment in line with the
manufacturer’s instructions.

Of course, the consumer is
also responsible for paying
the price for the goods, and
for identifying any issues with
condition (for example when
buying a used car or a house)
as the seller is not under

a duty to disclose and the
doctrine “buyer beware”, or in
Latin, caveat emptor, applies.
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Syllabus

Students explore the
assistance and protection
provided by consumer
protection agencies and
independent bodies and
organisations, including
state and federal
government agencies
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2.3.4 Agencies and organisations that provide assistance and
protection to consumers

There are a range of government, and non government organisations that provide assista” <

to consumers.The syllabus refers to consumer protection agencies and independent bc es

and organisations, including state and federal government agencies.

State government agencies

For consumers in New South Wales, the main government departmentis b W Fa’
Trading and the NSW Civil and Administrative Appeals Tribunal (Consumer ~d
Commercial Division) (NCAT). NCAT is the last stage of the proce-  "=2reit. ~notb a
possible to resolve the consumer dispute without resorting to th” egal assist™nce « *+

Tribunal.

Whilst consumers can always access the assistance of NSW Fair'.  ding (outlir d below), for
some types of consumer disputes there are specialist - ‘=rnmenta, ~~~ " .cen referred

to as ombudsman) or regulators who may be better pi “eu .
dispute with their supplier.

~<ist the consumer with the

The types of disputes, and the details of th- cleva, gover ment agency, are outlined in the

table below.

Type of consumer dispute

Financial institutions
Dry cleaning

Education and training

Electricity ana s
Healt!
Ins. “nce

sal an  -onveyancing
lec  "mun, .ations
Al 'isputes

All disputes

Organ.. tion to assist consumer
Financial On. uadsman Service Australia
Dry Cleaning Institute

VE™ tudent Loans Ombudsman,
7 .stralian Skills Quality Authority

Energy and Water Ombudsman NSW
Health Care Complaints Commission
Financial Ombudsman Service Australia
Office of Legal Services Commissioner
Telecommunications Industry Ombudsman
NSW Fair Trading

NSW Civil & Administrative Appeal Tribunal (NCAT)
Consumer and Commercial Division
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Federal government agencies

Responsibility for enforcing the Competition and Consumer Act 2010 (Cth), and the Australian
Consumer Law which is a schedule to the Competition and Consumer Act, rests with the
Australian Competition and Consumer Commission (ACCC). Importantly, the ACCC
generally focuses on the provisions of the Competition and Consumer Act in relation to the
behaviours of business to encourage competition and to address issues causing the most
harm to Australian businesses and consumers rather than assisting consumers to resolve
individual consumer protection issues. For the resolution of individual consumer complaints
consumers are directed towards the various state agencies (including NSW Fair Trading) and Link
the various industry ombudsmen.

a

In addition to the ACCC, the Australian Securities and Investments Commission (AS J)
also has a role in relation to the protection of consumers as it relates to the financic system
and interactions with banks and financial institutions. ASIC is responsible for promoti.

the confidence and informed participation of consumers in the financial system throug.

the enforcement of the consumer provisions of the Australian Securities anc 'n, . ~ents
Commission Act 2001, the Corporations Act 2001 and the National Consumer Ct it Pror

Act 2009.These include overseeing financial markets and an educati~n and lic ‘¢’ _ regime
for brokers and advisers, and also includes regulating consumer ” .anc. contr cs to ensure
they do not include unfair contract terms. Unfair contract te’ .s are de iedas 'rmsina
standard form consumer contract that:

* would cause a significant imbalance in the parties’ rights ana  «igations arising under the Resolving through
contract media pressure

In some cases, consumers may
* are not reasonably necessary to protect th .egitimate interests of the party that would ~ seek the assistance of media

through stories in newspapers,
benefit from the term, and current affairs television

programs or through calling

. in to talkback radio programs
relied on. in order to attempt to place
pressure on the supplying
business in order to remedy

*  would cause detriment (financial or otherw o0 a con- .ner if it were to be applied or

Independent organi,‘" ‘ns a consumer dispute. There
CHOICE is the leading ind _ender consu =r- .vocacy group in Australia, funded by its are also consumer oriented

b Memb br , ¢ dinf i . hich call in radio programs where
members. Members o 1access arange . reports and information services whichare [0 o S ool assistance
regarded as high quality,a.  oftr include product comparisons and evaluations to assist and advice in relation to
consumers make b - dec. as. potential consumer protection

related issues.

In the words of the C 'Oy ™~ web..ce:
Ch. 'CE .. "~=r¢ to ensure that Australian consumers like you get a fair go.

C « " hasope ~=dfor more than 50 years, and undertakes a range of activities including
adv -ating “ansu.ner rights, improving shopping, testing products or giving independent,
unbi. ed uavice auout food, finance and health services. The flagship member service for
CHO c is the publishing of CHOICE magazine, which performs and publishes very highly
recarde  product testing which is very useful for consumers. Membership of CHOICE is less
wna  $IL s per year, which includes access to online resources, assistance on consumer rights,
and hysical delivery of the Choice publication.

~eading the independent product reviews contained

in CHOICE magazine can be very useful especially

when considering large purchases. These purchases
could include whitegoods (washing machines, dryers etc)
or larger items like cars and caravans.
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Syllabus

Students examine the
processes of consumer
redress, for example
proposing options for

a consumer who has
purchased a product that
is not fit for purpose/of
acceptable quality
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2.3.5 PROCESSES OF CONSUMER REDRESS

Fair Trading NSWV advise customers to contact the retailer or business with whom they may
have a complaint before lodging a formal complaint online with Fair Trading NSWV.

The easiest way to register a complaint is online at the Fair Trading NSW website, howe ~r
complaints can also be made by mail and also by calling the Fair Trading NSW ho*" e on 15
32 20.The online complaint form is easy to complete, and requests details of t' . good or
service, background to the complaint, and efforts you have made to resolve .e dispu* with
the relevant business or retailer. Fair Trading NSW will review your online cc  nlai  rorm,
and they will work with the supplier to remind them of your rights un-~+ the v  sus laws
that protect NSW Consumers. However, Fair Trading NSWV canno® .ompel the bu.  =ss
retailer to provide a refund or other remedy - if the business do . not take |, “he ac .ce by
Fair Trading NSWV then the consumer may have to take the com int to | CAl, hichisa
Court process which can then compel the business or retailer tc  =solve the ¢ aplaint.

In this way, NSW Fair Trading works with the parties t sc -~ mutual resuiution to the
complaint. They aim to resolve most complaints within . ® days. *’ Fair Trading also
publishes the NSW Fair Trading Complaints Resister whi I’ s businesses that are the
subject of more than 10 complaints to NSV** air . "ding1 1 calendar month. Businesses are
listed according to the brand name unde’ vhich th  trade, > make it easier for consumers
to review the list. In 2015-16 NSWV Fair . ding r- :ived ove 50,000 complaints from
consumers.The following is the Complaints - .ter for August 2021.

TN U A

Samsung Electr <= 40

Apple 33

Ebay [ 27 j |
Bloor . Austra. e @

Is"

aint Registration: August 2021
Name Ebay

J:,r:; er of Complaints: 27
1. ~tmast.  Custralia 13
oon  .COm 12
L wlih - 12
Pl b Corp 12
ustralia Pass 11
1D Sports 11
Spotlight 11
Dshop QLD 10
Metricon Homes 10
Wotif.com 10

Where the consumer is not satisfied after NSWV Fair Trading have attempted to facilitate

a settlement to the dispute, the consumer may commence formal proceedings at NCAT.
Again, like the process to lodge a complaint with NSWV Fair Trading, an NCAT proceeding is
commenced by the consumer completing an online form at the NCAT website. The fees to
commence general consumer or commercial proceedings depend upon the amount of the
claim. By way of example, where the claim is less than $10,000 the standard fee to commence
the NCAT claim is $52 (2021) with a reduced concessional fee (for pensioners).
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2.4 Financial Management

Syllabus

2.4.1 CONSEQUENCES OF POOR FINANCIAL MANAGEMENT Students inv gate the
One of the important benefits of preparing a budget, and then tracking income and expenses consequenc  of poor
during the year; is to avoid over commitments. ﬁ"f"da' M Gl

inc!  ag:
Overcommitments refers to the situation where you have spent money, or signed up for _excessive ‘ebt
regular services (like a phone plan, a gym membership, or a streaming service) or borrowed —impac .1 wellbeing of

money (for example by purchasing goods and services using a credit card) and you are unable jie jidual and Gggilies

to pay your bills. It is important that the budget plan also has a total for borrowings for *'
household, that is, what is the total amount each month which is owed to banks and ¢ ier
lenders, and that the estimated expenses in the future record the likely interest payr nts,
and the amounts required for repayment of the loan.

Where a consumer fails to pay their bills on time, this will be recorded by -~ seller of

the goods and services, or the lender, on the credit report for the consum.  wi..  +ill
make it more difficult in the future if the consumer wants to apply for loan.. or f .nc
management (resulting in over commitments) can lead to a range =~ ‘verse\ - .tive)

impacts for the consumer, including financial consequences (pe’ .cies),. ral coi 2quences
(being sued for the amount owed, or becoming bankrupt) a~ social cc sequen. sin
particular where loans from friends, family and acquaintances . > no* <paid as agreed.

One of the significant legal consequences of failing * = pay your bills . *hat the people you
owe money to may apply to the Federal Court  .iave you declared b. .ikrupt (which lasts
for 3 yeas). If you are made bankrupt:

* an independent person will be appointed . ths _ourt, ca"~d a Trustee, who will manage
your financial affairs

* if you earn more than $60,51Z "021) after tax .~ ustee can take amounts above that
to pay the people you owe mone, ‘-alled garnisheeing your income)

e during bankruptcy,you: .custe may . able J claim, and sell, some of your possessions,
and use the procee” rom sal’ .o pay y.  debts. Those possessions include real estate,
vehicles, bank balance  *ools .1d lottery winnings although you will be able to keep
some tools (up  $3,8.  £021) and a vehicle (up to $8,150 - 2021).

e during bankrupt. "'y - can < " travel overseas with the prior permission of your
Truster

e atthec ‘o, " wee, vars,your bankruptcy ends, and any remaining unpaid debt ends
-youno i “erov. :btsand the lender can no longer seek payment.Your credit
~ort will re  ~rd you were a bankrupt for 2 years from when your bankruptcy ends.
Zerw.  ~rofess. as may disqualify those who have been bankrupt from practicing in
ose ol uns, including lawyers, accountants and licencing regimes in a number of
i ' stries including construction.
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There are a range of personal, social and legal consequences which arise from poor financial
management as follows.

Personal consequences

At a personal level, poor financial management can leave the individual with in- .ricient
resources in order to address their needs and most basic wants. In extrem~ .ases thi- aeans
the individual may have insufficient financial resources for food and shelter,ai. ma .ecome
homeless. In less extreme cases poor financial management will result i~ “aduce  ‘nancial
resources to be used to fund the wants, lifestyle choices and recre .on interests ¢ 4e
individual - one’s quality of life is severely impacted by poor finar al manag: . ‘t.In « .dition
to reducing the ability to fund wants, poor financial management Iso con..romi s funding
available for key expenditures - for example health care, dental c. . and routir  maintenance
and other costs - for example those associated with re-istration, in. ~nce = . maintenance
of motor vehicles which may significantly impact the n. bi..  ~f the inaiviuual.

Social consequences

Social consequences arise both from the st sses < 1tens ns associated with financial
distress, and also from the exclusion aric” g from tb inabiliv of the person to afford to
participate in social events and activities . Mg ur _te to affoid to travel to, or participate in,
recreational activities ranging from movies t.  .ncerts to gym memberships. Stresses and
tensions from financial distress “an lead to con. + within relationships and families, and the
breakdown of those relation- .ps.Those stresses . a in turn lead to coping behaviours using
alcohol or other drugs wr .1 in turr may worsen the situation. In terms of social exclusion,
consider the impact on, 'if yor .ould no longer afford internet connection or a mobile
phone plan and the impact > .vould has on your ability to function within your social

group.

Legal conse. ‘ences
As ment” ..c. bhove > addit’ . to the adverse personal and social consequences, there are
very - nificant :gal co. > .ences for the individual of poor financial management. Firstly,
tho. “hat yor ,we money to can apply to the Court for an order directing the Sheriff
n take ~r . of your property (called seizing assets) and sell them in order to pay your
W s.Aft. €irst obtaining a judgement from the Court confirming that the debt is owing
@« d. naid,v. creditor (the person you owe money to) applies for a writ for the levy
o\ wre_  rty which the sheriff executes by taking and selling your personal property.
Altc nativ. .y, the creditor may apply for a garnishee order to enforce the judgement,
. '~ is a court order that allows the creditor to recover the amount from your bank
account, or from your wages, or from someone else that owes you money.The order is
1dressed to the bank, or your employer, and they must pay that amount to the creditor
and not to you.The order cannot take all of your wages - the law provides that a minimum
amount of money may be kept to live on.

Finally, the people you owe
money to may apply to the
court to declare you
bankrupt which has the
financial consequences outlined
on the previous page.
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2.4.2 ROLE AND IMPORTANCE OF LONG-TERM FINANCIAL
STRATEGIES, INCLUDING SUPERANNUATION

. . . . Syllabus
Most individuals have a range of short term financial goals, which are plans or goals in Students disc » the role
relation to spending which will occur within a few months, or a couple of years.These are and import: e of long-
relatively immediate expenses, and include items such as term financi ~trar~ -,

incl g supe.. .uation
* an emergency fund for unforeseen expenses

e payments for rent, insurances or interest payments on loans

*  credit card payments

e personal goods - for example a new bike, a new sound system, or software
e regular expenses like a gym membership or a Netflix subscription

* holiday expenses

* awedding or other social event

* minor house or car repairs

On the other hand, long term financial goals relate to matters whi-* ~ay take * . several
years or longer to be able to reach.This is not about spending © .s yea, ut ab. 't long
term decisions to finance and undertake activities. Commor xamples these . nger term
financial goals include:

e funding a comfortable retirement

* saving for a deposit and then paying off the  ome loan (secured by a mortgage)
* saving to buy an investment property

e saving to invest in shares or purchase a car ¢ aravan

* saving for personal, or childrer’ education expe,

Importantly, unless your financi~! nlan . dresses bo*" the short term and long term financial
objectives it is likely that yc  .nay ‘'dres. “e sk ¢term matters, but not put away money
for the longer term goal- vhich wi :hen ne  oe achieved. It takes patience, planning and
discipline in order to ens =~ that .ogress is made every day towards the long term financial
decisions by each ¢ ‘sionv  .«e.For example, buying a coffee and a muffin five days per
week over a yearis ‘<, 70,wi. " if you are earning average wages means a before tax wage
of around $4,000 ist ing ~entju. to buy coffee and cakes.

Superannua >n .. “out unding for a
comfortable r. veme..  d other than the
fa . home,is ty, -ally the most important
wa thae.  “nalians uve for their retirements.
As+ str2’ _ha.  ageing population,
pensi  _osts were forecast to significantly
and ur. 'stainably rise - and even then, the
darc H>f living that you would obtain in
futu : living just on the pension would not
gu” uintee a very comfortable standard of
.ing. Superannuation is way to fund, or partly
fund, a better retirement through increasing
the financial resources available to you when
you retire.
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Australia’s superannuation system

Commencing in 1993, Australia has a system of compulsory superannuation contributions.
This means that employers have to deduct a percentage of your pay and send that to a
superannuation fund account in your name, which is then invested for you to be availab'
when you reach retirement age.This applies where you are over |8, and where you are

paid $450 or more before tax each month.When the scheme started, it was onlv 5 as a
compulsory deduction from your pay, which has been increased over time and  now 10% in
2021. You choose what super fund you want to hold your money, and you ~ . tell ths .nd
what types of investments you want to make with your money - for example ~ur nt want
half invested in Australian shares, and half invested in US shares - it’s ur “~ you.

Not only does the law require you to save this way, it also provic s some t>  'vanta_.s.

*  Firstly, you pay only 15% personal income tax on the 10% ot »ur pay whick
contributed to your super fund.

*  Secondly, any earnings on the money in your supe. 'u. ““~r exampic « aividend paid
by Telstra on the shares that your superfund has pu ‘haseu ‘au) is taxed at a
concessional rate of 15%. If you bought the Telstra st -ec .irectly (not as part of your
superfund) then you would pay tax on > , ain  >nd re :ived as part of your normal
assessable income in your tax returr ,osing u 0 45% >f the dividend in tax. So there is
an advantage to investing through yc  super” .id,and tt : government also enables you
to make additional voluntary contribut: < s your superfund to take advantage of that
tax treatment - up to $110.000 per perso. nnually from 2021.

*  Finally, when you reach * .at is referred to as , our preservation age (which is 60 years
if you were born afte . July 19 !) you can then access those funds and there is no tax
payable when you w. draw  oney from your superfund account.

Australians hav~ around $3.3 tr. n  Jllars in superannuation to help provide for their
retirements.

Some i uesa. ise. co’ umers in relation to superannuation, so there are still decisions
to b consider .and ma ..Those include:

avor ¢ having a different superfund every time you change employers.This can lead to
large mber of orphan super accounts which have unclaimed monies because people
fc atabc .c them.This is referred to as lost super, and the Australian Taxation Office
has « 2nline tool to help you search for any lost super accounts you may have. It is
stimated that Australians have over $13.8 billion in lost or unclaimed superannuation in
:ounts across Australia as at 30 June 2020.

avoiding high fees - different superfunds charge different fees - which are a percentage

of the amount you contribute, and a percentage of the balance held. For example these
can be between 0.88% and 1.24% of the amount contributed - and the fees paid in the

industry amount to some $30 billion per year

* avoiding unwanted services - some superfunds bundle in a charge for insurance products
and whilst it is disclosed in the paperwork to the customer many do not know they have
this cover. Over half of the super accounts in Australia have life insurance attached

*  picking a good fund manager - every superfund will have a different record of generating
returns, and you can decide to move your superfund account from one superfund to
another to try to improve your financial outcome

* deciding what to tell the superfund to invest in for you - you may have a view that
the share market is going to have an adverse correction and so you can advise your
superfund to rebalance your investments away from shares and into a fixed interest loan
to a bank to avoid the volatility

Strategic Commerce > Chapter 2 > Consumer and Financial Decisions



2.4.3 TOOLS AND STRATEGIES FOR EFFECTIVE FINANCIAL
MANAGEMENT

Monitoring and record keeping
It is important for consumers to keep, review and maintain records of their consumer
purchases.

One of the advantages of purchasing goods and services using a credit card is that details of
the transaction are stored by the bank, and can be reviewed by the customer online using
their internet banking, or mobile banking app offered by the consumer’s bank. Banks ger-
provide easy online access to:

*  view recent transactions

*  view transactions processed over the last 120 days and the details of those transa ‘ons

e print details of the transactions

* download the transaction information which can then be uploaded int. *he ¢
personal finance software

~umer’s

Most banks will also send (electronically or by mail) their cust- .ersa. teme
all of the transactions that have occurred during the month  the case f credit ards, this
will also indicate the amount that the consumer now owes to = b~ . for those purchases
using the credit card.A range of free and paid apps are also now . able which can be used
to record and track expenses and consumer purch s=s, including:

(record) of

ACCC Shopper app

This helpful free app provided by the ACCC . ntain- .aswers to common consumer
questions, can set reminders for lay-bys, warran.  and gift v .chers and importantly also
has an easy way to store receipts for consumer pu. “asec s photos on your phone. Since
many receipts are thermally printe. hich fade very ¢  «ly, the ability to take a picture of
the receipt can be even better than su  ing the original - and is certainly more convenient.

Monitoring mobile r’ one co s

Unless your mobile pho. »nlan h- uanlimited calls and data, download the app from the
telephone company  ‘hich . ' pically enable you to monitor your current month usage to
ensure that you are « 9oing  be charged fees for exceeding your plan limits. Most plans
also enable you to se 1p  ~rning mails when you reach percentages of your allowed usage
- for exam” "~ an emaii 't 5. " and 80%.This then enables you to moderate your usages to
ensure you. ‘v, ~aving arge . -es for excess data. Of course, one also needs to ensure that
roaming data . ‘urnc. > when travelling internationally - otherwise very large fees and

ck  ~=s may app.,

Bu gef

One - you can monitor and record keep is by using spreadsheets and databases to

mainta effective records and monitor monthly transactions including running totals of cash,
-t a it and credit purchases. In reality today, a number of consumers use the online and

mol e tools provided by their banks, however, we will take a look at how it could be done

usi' | a spreadsheet as it is an important commerce skill.

The most common spreadsheet is Microsoft’s Excel, although you could equally use Google
Sheets, or Apple’s Numbers to do the same job.A spreadsheet is a digital recreation of a
piece of paper that has many rows and columns. Such pieces of paper (spreadsheets) have
often been used over time to record columns of numbers and details. The advantage of using
the computer to create the digital version of a spreadsheet is that you can easily get the

computer to do all the maths for you, to automatically create totals of the various categories,

and to create a running total of the value of all of the transactions recorded so far.
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.«aba:
A structur | set of data

held in 2

.mputer that
asily accessed,
managed and updated.

A spreadsheet recording
consumer spending by
type of payment would

be considered to be a
database storing details of
the consumers spending
transactions.
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Any spreadsheet is a collection of row and columns, and generally the columns use letters
(A, B,C, D etc) and the rows are numbered (I, 2, 3,4 etc). In this way, each item in the table
(called a cell) has a special name, or address.

The top left hand corner of the spreadsheet would be Al.
The cell to the right of Al would be Bl
The cell below Bl would be B2

The reason that this reference is important is that in any cell in the spreadst.
in (enter) one of three different types of things:

€ Wr .an type

What can be typed in a
cell

Description Ey .. ‘e

Text

A number

Any words of text.

In a spreadsheet t. . -k
payments all of the =aan,, “~r
columns and rows w ild < .ipiy
be entere Xt.

Any * .nber or ate cai ‘e typed
into« ~ILW' .typedir asa

John * .nry

~ .t payments
Cash payments
Total

34.3
24/12/67

number, - _i can perform math
operations ing the number
that is typed 1. 'n a spreadsheet
2 track payments the numbers
or each of the payments would
be en* ‘ed into cells in the
spr .dsheet, with one number
.cered in each cell.

A formria Always commencing with an = =A4+B4
sign, a formula indicates to Excel
that you want it to perform some
kind of mathematical operation,
generally using the values that are
present in one or more of the
other cells in the spreadsheet.
You reference those other cells
using their cell addresses. Note
that special words can be used in
the formula (sum) which will add
the numbers in each of the cells
in the range of cells included in

the brackets.

=sum(A4..A99)

Checkout the short video at matthewparsons.com/9comm/spending which provides an
overview of what you need to do to create a simple spreadsheet to track payments.The
spreadsheet that you can create, with rows and columns to track and calculate your spending
by different types of payment methods can be referred to as a database of your consumer
purchases.
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Managing finances: how

It is very important that all individuals know how to manage their finances.To manage
finances has three steps, which will reduce the chance that you will face financial difficulties in
the future.

Firstly it involves preparing a budget, which has a realistic forecast of your income,
expenses, and your plan for saving. Secondly, it involves making sure that you make the
savings that you have planned for in the budget. Thirdly, it involves tracking (recording)
your income and expenses to see how you are going against your financial plan (the budget
you made earlier).This third step is called monitoring income and spending and record
keeping. Doing these three steps will help avoid overcommitments that arise because  coo
much spending, or too much borrowing that your cannot pay

Managing finances: budgeting, saving, monitoring, avoid ove~
commitments.

° Preparing a budget

Budgeting
Income 1,000 ’—>° Monitorii.. Mcon .nd spending and record keeping
Plus borrowing 200
Less
Expenses 900 | ————
Saving 300
Ving . . . . .
° Sa ' Managing finances means avoiding financial
west difficulties by avoiding overcommitments
(major pt hase, (too much spending or borrowing)
extrair  ne,
etirent) —e Protect against risks to income, and risks of

unexpected expenses, by purchasing
insurance policies.

STEP I -. “Er. ™M 5 A BUDGET
A hudget is nov ~rticui.. , difficult to prepare, but is very important to enable you to better

w e.  ~dyouri -me and expenses,and the impact of future planned purchasing decisions.

AL dgeti.  ~lva.sting of all of the money that you receive each week as income, and
how 1w’ you spend each week on goods and services. By having the information, and
addin; .p all the income, and adding up all the expenses, you can see whether your proposed
snendii  means you will be saving money, or whether you will be borrowing money.The

pre 3ss f preparing a budget will enable you to better understand where your money goes,
and > make better spending decisions - how much do you really need those new shoes, or
w .id you be better off saving that money instead next month?

Because it is so important for all Australians to budget and to manage their finances, the
Australian government, through the Australian Securities and Investments Commission
(ASIC) publish an entire website dedicated to how to manage your money, called
MoneySmart. On that website is a free budget planner you can use online (and a template
Excel spreadsheet if you prefer) that you can use. Just google moneysmart budget.
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To prepare a budget requires you to consider all of the income which you will receive in the
coming year. This would include regular income like a salary, and also include rental income,
interest income, and dividend income received from owning shares.

Secondly you need to consider all of the various expenses that you will likely have in th.
coming year.The online budget planner from ASIC is an excellent, easy to use wav s idenuiy
and include all of the common expenses for an individual in Australia. The cater .1es of
expenses in a typical personal budget in Australia would include:

*  home and utilities

* insurance and financial

e groceries

e personal and medical

*  entertainment and eat-out
* transport and auto

e children

The size of expenses in each of these categories will cha, e -
we progress through different life stages. Fo' .xai. 'e,spe ng
on children, in particular, is quite high dur” 4 childhc d
however then significantly reduce when . ‘'dren! .ve home.

Once you have estimated all of the income an. !l of the
expenses for the year ahead v 4 can work out he - much you
are planning to save.

Income - plannea  =r .ig = avai’ ble money to save

The ASIC budgt planner calcul. < dJr money available for
saving in the yea. head which it re.ers to as a surplus. In the
example * " ~rigi +he budg- for this household has an
incom” Ut $46, 70 an.  si* .us available for saving of $18,279
afte .aying for :xpenses . $28,251.

STEP 2 - SAVING

1. the household receives the planned income and only spends the planned amounts for
expenditure then there should be money available for saving. Some consumers actually put
the savings money away first at the start of the month, and then use the money that is left
to make the payments for goods and services as a way of making sure that they achieve their
goal (budget) plan for savings.The decisions that a consumer makes with these savings is
considered later when considering investment options for consumers.
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STEP 3- MONITORING INCOME AND SPENDING AND RECORD
KEEPING

A budget is no use if it is created at the beginning of the year and never looked at again.
Records need to be kept of actual income and actual expenses as the household moves
through the year; and the details of the actual numbers need to be entered into the budget to
be able to see whether the financial plan is being achieved.

This sounds easy, but in practice it is actually pretty difficult and takes discipline because
when we are spending money the last thing in the world we want to consider is writing
down how much we are spending on the new phone - we just want to take it out of the brv
and start using it!

However, good financial managers always have good financial records and an approac to
monitoring their spending to make sure they are keeping with their budget. Bad finan 1l
managers, who do not achieve their spending and saving goals, are often those that do »
have an approach to budget planning and tracking their income and expen. .

There are a wide range of free and paid app based expense trackers available ~r " s and
android phones - including free services provided by most of thr .us. ‘ian ba . For
example, the Commonwealth Bank app is called Spend Tracke

Using the free app, customers can:

* see what they have spent, what’s coming up, an-" the impact on . “ir balance

e review details for the transaction - for exa’ Jle the name of the restaurant, the date and
the amount of the transaction

e categorise transactions for better analysis « ' zview

Strategic Commerce > Chapter 2 > Consumer and Financial Decisions

56


http://matthewparsons.com/scommerce/qr2.php?F=l58

Syllabus

Students compare options
for addressing financial
difficulty, including:

— negotiating an
alternative payment plan

— seeking support via a
financial institution
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2.4.4 OPTIONS FOR ADDRESSING FINANCIAL DIFFICULTY

Every year a large number of Australians will face financial problems, often as a result of poor
personal finance practices. This can occur where:

* the person has not prepared, and stuck to, a budget

*  borrowing has occurred to finance purchases of holidays, cars, and goods (oft . on
credit cards) which the person cannot repay

* large interest charges are being made by banks on credit card debt wh.  the pe on
cannot pay off in full

* achange in circumstances, for example losing a job, means that ..e personis. ‘ing
trouble paying their bills

* an event occurred for which they did not have insurance, foi xample a hea
problem,theft of goods, damage to their house, or expenses a “ing throug’ problems
when travelling.

Sometimes someone who cannot pay their credit card ‘I win . in a further, new credit
card from another bank, and then try to pay off the exist ¢ ¢ .dit ca.  bill with the new
credit card, and then use the new credit car” .. ‘'« eve nore purchases.When a person
is not paying their bills, the person that yr owe m: ey to 2y engage a debt collector
business who will often contact you to .  to encs .rage yoL .o pay - including calling your
mobile phone, or calling you at home or at  ~»" Whilst there are some legal limits on the
times of day that debt collectors can approac:  nd the tactics they can use, the pressure of
being regularly contacted by ¢ .c collectors seex =~ payment can be very stressful.

If a person is unable to = . their d s, the worst possible thing is to try to ignore it.The
problem will not go away.  fac’ ¢ will on!- get worse as interest bills get worse, and
additional fees, penalties ana  arges ar- nade for the late payments. It is important to be
proactive rathe- than to let fina. ‘al .riculties get out of control. If a person encounters
financial difficul. -~ in making payn. ats on debts and loans, they should:

I. ta” _toy 21ler. =r, - . the phone or in person, to notify them of the problem and
<k agree entto\v , the repayment terms for what is owing. The goal is to negotiate
a lterr e payment plan

. eek ., -idance, help, and professional advice.There are a number of

g« >rnme . and community based advice organisations that assist those in financial

diffic “ies. These include the National Debt Helpline (a not for profit service that is

_art funded by Federal and State governments), free and confidential financial counseling
m the Salvation Army’s Moneycare service or using paid professional services from

accountants and lawyers who may be members of Financial Counselling Australia. The

ASIC MoneySmart website also has a convenient search engine to locate a financial

counsellor near you. Finally, you could seek assistance from the many community

legal centres in Australia, details of which can be found on the National Association of

Community Legal Centres website (naclc.org.au).
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Financial hardship

If you cannot meet credit
card repayments you can
give the bank a hardship
notice verbally or in
writing.

Within 21 days of the
hardship notice the bank
can ask for relevant
information, which you
must provide within 21
days.

If the bank declines the
hardship request they
must provide reasons

for refusal and details

of the external dispute
resolution scheme you can
complain to.

The bank cannot
commence enforcement
proceedings until 14 days
after a notice of refusal
following a hardship
notice.
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One common approach to dealing with financial difficulties caused by having many different
debts, including many different credit cards, is to consolidate those debts, and to set a
budget plan. In fact, there is a business which specialises in providing just that service, calle
MyBudget.com.au.

DEBT CONSOLIDATION

Debt consolidation is the process where multiple debts, to different lenders, or .ifferent
interest rates are combined into a single loan, with a single interest rate,an” .ne mor .y
repayment amount.VWhen debts are consolidated (put together and simplific  in t* . way,
the overall interest rate is in many cases less than the person is currentv payin, th all of
the smaller, different types of loans from different lenders.This not .uy makes the ocr . of
keeping on top of the debts easier to manage (that is one loan ar . one mor " repa, ent
to one bank rather than many different payments each month tc nany di’ .rent nders), the
person may be able to repay the loans quicker because the interc ' rate in the nsolidated
debt is lower.

Of course, the borrower will still need to pay the loan « , whic "~ns that the person will
need to prepare, and stick to, a budget that will include t. ~ r~ daymen. of the loan as part of
the budget.

Success Review Story on . “udget .m.au - S..ah
As we approach orir four year ai.  ‘ersary with MyBudget we realise we carry
our #MyBudget” .als with us every “ere! A couple facing bankruptcy, we
went to MyB’  get with the ultimate goal “to get rid of debt so we could start
savingto bt our ov nome.” This picture is our journey... our first fancy’ car, a
wedding,ab. “a» OUR O'*YN HOME!!! All of this within four years! Ve are
still working on = get ri-" _f debt bit but thanks to MyBudget, our finances are
Nt scary anymore
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2.5 Current issues

Students:
*  investigate a current issue that influences the decisions consumers make, for example:
— the impact of technology on payment processes
— housing affordability and the impact on savings
— various types of scams, eg relating to online shopping, banking and identity theft
— management of personal superannuation, eg tracking and consolidating lost
superannuation accounts

For each of the current issues throughout the syllabus topics, the syllabus indicates @ ange
of possibilities which students could investigate in order to better engage with the . “erial
of the topic, in particular in its current context. For example in the contex* ~f the curre.
topic, the syllabus indicates a range of alternatives that the student could it =2su_ ~ The key
issue is that students should investigate and report on a current issue - in th. case < °nt
issue that influences the decisions that consumers make. In that i <ieation, - .yllabus
has indicated four possible areas which the student may chooss o inve igate.. 'ternatively,
students may choose to investigate a different current issue  cheir ch: singar  still meet
the syllabus requirements.

The resources to support an investigation by studer *s in relation t. “ese matters is

contained on the web pages for each of the char s on the website a .ompanying the book.

This is an opportunity for students to identi., “reas r .naterest and then to leverage internet
research in order to deepen their understandii._ © .ome cas , it may be appropriate for
students to learn how to fashion their own resear  quest’ as. In this way, the material

that is studied by students on the © -rent issues may <t be quite different amongst the
various students within the classroor. nvironment.
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The nature of commerce
*« Commerce is defined as the activities involved in the buying and selling of
products - specifically the buying and selling of goods and services by consumers.

* Consumers purchase goods (tangible) and services (intangible) to meet their
needs (food, shelter) and wants (Netflix, sporting equipment).

e Consumers have limited resources (income and savings) resulting in scarcity and
therefore need to make choices.

Consumers and financial decisions

*  Consumers are influenced in their choices by advertising and marketing of busir s,
age, preferences for convenience, culture, preference for customer service, disr sable
income (income after taxes) and their concerns in relation to the environmer

e Consumers decide:
I. the amount of income to be saved or spent (consumpti~n)
2. what types of goods and services will be purchased
3. which particular goods or service (brand, type etr) will be ur .ased
4

where they will purchase the particular good . serv. :that ey have
decided to purchase

5. how they will pay for the purchase (cash,c. " s, credit for various
lenders) based on considering the advantages ana =advantages of different
payment options

Consumer protection

* Thereis a need to protect cons. 1ers f .n unethical practices of business which
would occur without legal prohibitions « ! .otectior false and misleading statements,
price fixing) and to regulate the processes . be fo" w~ed where goods are not of
acceptable quality and therc¢ “re break or sto, . «king.

e Consumer rights require ~ cor. ‘actual rr ‘ationship, which requires the elements
of an offer; an accept .ce,. 1side. ‘ion 2 .an intention of the parties to create legal
relations.

e Consumers bave r._ ts .d responsibilities under the Competition and Consumer
Act 2010 an.  ~Aus. an Consumer Law which is a part of that Act, and also the
Australian Cc 's¢ “er La.  which is included in the Fair Trading Act, 1987 (NSWV).This
includes rights » a. -bptabi. quality, and provision of remedies where goods are not
of . +able qu lity . "t to repair or replacement, or refund if fundamental design
prob. ).

Assistanc o consumers in enforcing these rights is available from NSW Fair
~ding,tt.  ACCC and the NSW Civil and Administrative Appeals Tribunal (NCAT)

in2 ..  *oadvice and information from non government consumer organisations

i~ .wuding CHOICE.

Fin 1cial management
} or financial management by consumers can result in excessive debt (more than the
consumer can pay service and repay) and may have a range of adverse impacts on
the wellbeing of the individual consumer and their family (including bankruptcy)

*  Long term financial management strategies, including superannuation, are important to
provide funds for quality of life in retirement

*  Consumers should use digital and other approaches to actively monitor finances and
progress towards short term and long term financial objectives

*  Consumers in financial difficulty may seek to consolidate debts, negotiate alternative

payment arrangements or seek assistance from their lenders or government and private
sector agencies providing support to those in financial distress.
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7Ps of Marketing - the universal approach to
determining marketing strategy, which includes Product,
Price, Promotion, Place, People, Processes and Physical
Evidence.

ACCC - the Australian Competition and Consumer
Commission which administers the Competition and
Consumer Act 2010.

Acceptable quality - the product quality standard
under the Australian Consumer Law.Acceptable quality
depends upon the nature of the good, the price, and
how it is sold. Consumers have rights to repairs, or
replacements, where the good sold is not of acceptable
quality. The good must be safe, lasting, with no faults,
look acceptable and do all the things someone would
normally expect them to do.

Afterpay - a buy now pay later platform that lets
consumers purchase products and pay over 8 weeks.
Fees are payable if payments are not made.

ASIC - the Australian Securities and Investments
Commission that regulates companies and protects
consumers in relation to financial services products and
services.

Bankruptcy - a formal Court process wher unpaid
creditors make application to the Court wh, if
successful has significant implications for the de -
(person owing money) resulting in the sale of asse  and
the appointment of a Trustee to m  ge their financic
affairs for a period of three years.

Bpay - a secure bill payme . prou 'sin, =tralf
(online) where bills can ¥ paid to  er 60,u
participating businesses.

Caveat emptor = prit.  al of buyer beware

- other than the pro. c. 2sunc - the Australian
Consumer !'aw the pt cha. -is responsible to inspect
the goods -« ntect. eir ¢ ainterests in the
transaction.

C° ~ue-awn. ninstruction to your bank to pay
M¢ ey n.  ~ne of, sur accounts to someone else.

CH\ €' - the icading consumer rights organisation
in Aus alia who produce reviews and comparisons of
r=aduc in a quality monthly magazine for members.

Coi merce - the processes involved in the production
anr ,ale of goods and services

~omparison shopping - a structured process
to compare the features and pricing of products for
potential purchase, and different places to purchase
those products, to best meet consumer needs.
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Contract - a legally enforceable agreement between
two people which must have an offer, acceptance,
consideration (something of value) and an inten*” i o
create legal relations

Credit - a loan from the bank, or seller ~f the 5, to
enable the consumer to purchase ther

Credit card - an electronic card iyment* _thod
using borrowed money where the nkp s the
merchant and subsequently sendsa b.  » their
customer.

Creditors - business:
person owes money.

(includir  o. ‘“s) tc whom a

Debit card - an electrc -~ card p- nent method using
the consume - ~ney.

Debt - anam into .._ "3 consumer to a creditor,
for e nle the r _unt outstanding on a home loan

(*" _payr. ntof 1ich may be secured by a mortgage)

Tispos’ sle incy ne - the amount of income a
¢ s er has after paying taxes, which can be used to
purc  se goods and services or save.

Durab. good - a good that will be used over time
(for example a car). As a durable good is used, its value
decreases (called depreciation).

2FTPOS - a payment system (electronic funds transfer
at point of sale) where a payment card (credit card or
debit card) is used so that the seller of goods receives
payment directly into their bank account rather than
receiving physical cash.

Electronic transfer - a payment process (online or
using mobile apps) where money is digitally transferred
from the bank account of the purchaser to the bank
account of the seller.

Fair Trading NSW - the NSW government
department which administers the Fair Trading Act NSW
(1987) which includes the Australian Consumer Law
which protects consumers.

Fixed expense - an expense of a consumer which
does not change depending upon usage, for example a
gym membership.

Garnishee - a court ordered process as part of
bankruptcy where a direction is given to the employer
of the bankrupt to direct a portion of the bankrupt’s
income directly to their unpaid creditors.

Good - an item purchased by the consumer which is
tangible (can be touched).

Impulse buying - where a consumer makes an
unplanned purchase, often making the decision to
buy just before buying the good, being influenced by
marketing and promotion.
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Income - money received by a person from work
(salary, wages), from a business (fees, profit) or from
investments (interest, dividends).

Interest - the charge or fee for borrowing money,

expressed as a percentage of the amount borrowed (i.e.

4% interest per annum).

Layby - a payment arrangement where the consumer
selects the good and pays a deposit, and the good is
then put aside by the seller for them until they pay

the outstanding balance in instalments over an agreed
period of months.

Mail order - purchasing, often using printed
catalogues, for delivery to the consumer by physical
mail.

Manufacturer - the business that makes a good.

MoneySmart - the ASIC website to assist consumers
as part of promoting financial literacy in the community.

NCAT - the NSW Civil and Administrative Appeals
Tribunal, who among other things hears consumer
complaints in relation to goods and services.

Needs - items which a person needs to survive
including food and shelter.

Online shopping - purchasing goods and s ice-
using the internet (websites or apps on mobile ¢  ces).

Redress - to remedy, fix, or make ‘ight - for examp
consumer redress refers to the proc - of consumers
enforcing their rights in relat’ acce, ~ble qur’ ;

Retailer - a business tk .sellsgo Isand. .cesto

the public.

Scam - a dishone:  Yeme fraud. May occur in the
context of consume. a. ‘sions. A purchases, or may
occur in other contex s (1. ~ance .cams, kidnap scams,
identity s« .. )

Service - an action or activity purchased by the
consumer which is intangible (cannot be touched).

Standard of living - the quality of life enjov . by
a person which includes income level, health,: d life
expectancy.

Superannuation - a sum of mone .aved during »
person’s working life which is use” o fund r .remen..
In Australia employers are requirec ~de .ct 10%

of payments to workers and send the  .unds to -
superfund for the worker .nicii they car ~ta - :ss until
retirement.

Unconscionable c¢ 'duct - a selli ; practice which
is unfair, and often illega.

Variable e . "<e-anex. _cofaconsumer which
changes in vai > depc "7 upon usage - for example
expenses for p rol . foou.

V .nts  gooc r service that a consumer would
.ke to pu hase,w ich is not a need (not necessary for
“vive"

Wa anty - a promise by the seller of a product that
it will ¢ ~rate free of defects for a specific period. Note
that irrespective of any warranty offered by the seller,
the Australian Consumer Law will impose a requirement
cf acceptable quality, which will impact the period during
~hich a seller of goods must remedy (fix) defects in the
good.

Wholesaler - a business that purchases in large
quantity from manufacturers and on sells to retailers.

Writ of execution - a Court order directing the
sheriff to seize named goods of the consumer to be sold
to meet a specific outstanding debt of the consumer to
a creditor.
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Outline the personal factors that influence a consumer’s purchasing decision.

Describe an example where environmental considerations may have influenced your F . skeu]
purchasing decision in relation to a good or service. ‘ﬁ'ﬁ
Identify the 7Ps of a marketing strategy. |
Link
2

Distinguish between a product strategy for a product, and the promotion strategy.

Describe three selling practices which are prohibited by Australian Consumer Law in
order to protect consumers.

Define unconscionable conduct.

What is the NSWV law that protects consumers, and identify the government bc
that administers that law.

Outline the four necessary components for the law to recosnise a cc “r7 . has been
formed.

Describe a consumer purchase where you entered ii. a con* .ct.

. Which government agency administers and enforces the p. “isions of the Competition

and Consumer Act (2010) to protect comp~ don in Australia’s ~rkets for goods and
services!?

. Describe the non binding process whic -0 umers cr ‘ld follow in order to resolve

a consumer dispute.

. Describe the binding proces. ‘hich consumers could follow in order to resolve a

consumer dispute.

[3. John bought an ~ uensive v cch for o ,J00, with a sign that said “6 months warranty”.

14.

20.

The watch breaks ™er £ .ionths.Analyse what legal rights, if any, John has.

Paulina purci s 2 new ess at a clothing store. She gets it home and changes her
mind.Advise } ulii. on he. consumer rights in this situation.

. Hari ~np  -ha. sanew pair of shoes, and discovers a fault in the stitching when he

gets ho. . He u. des he doesn’t like the shoes after all, and would like to obtain a
~ofund.Aa = Harrison on his consumer rights in this situation.

[ dngui.. between a credit card and a debit card as consumer payment methods.

Yescribe why a consumer would use a direct debit arrangement.

. Describe recent changes in payment methods used by Australian consumers.

. Why should a consumer keep records of consumer payments?

Assess the consumer rights information provided by the Fair Trading NSWV on their
website as an information resource for consumers.
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