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1. Introduction

l.1 Purpose

The first-phrpose of‘this‘report is to identify potential
consumer problems in order to assist the Policy Coordination Bureau
in determining'long fange policy issues and options for €onsumer
and Corporate Affairs Canada.* The second purpose is to iden-
tify likely pressures on government,.and particularly oﬁ cCac, for
action or intervéntion on issues of consumer concern.

Only thdée'iésues peftaining to the "consumer". side of the depart-
ment are included. Thus competition policy, securities legislation

etc. are not addressed.

1.2 Information base problems

While the Department has from time to time surveyed the general
envifonment in order to identify ahd describe emerging consumer ‘
issﬁes,.thére has béep no formal systematic, long term approach to
what might be termed ?cohsuméf intelligence". This report, as one
of several S£rétegic overview papers, will go to form the beginnings
of a systematic environmenial monitoring process.

The result of this dearth of "consumer intelligence"” has meant

that the research methodology for this report has been eclectic

and anythiné but rigorous. The primary approach has been to

perform a literature search drawing on the consumer interest,

public policy, public administration and political science 1iterature.(

*Throughout this report'COnsumer and Corporate Affairs Canada
will be referred to as CCAC, CCA or the Department when the
full title is not used.

|
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'Intervzews were conducted with federal and prov;nc;al (Br;tlsh

Columbxa and Ontario) public officials, the Better Business Bureau,

~ the Consumers' Association of Canada, the National Anti-Poverty

.Organzzatxon, all three offxcaal federal part;es, and researchers

in the field of consumer issues., A very general survey of popular
publications was conducted. (2)
Where;the United St;tee has results from a number of broad

and long range studies on consumer attitudes and concerns, (3)

'~ Canada has few comparable studies. The Ontario Government has

(4) -The

conducted a consumer opinion survey in 1978 and 1980.
objecti?e was to identify key areas of consumer concern in order

to assist the Ministry of Consumer and Commercial Relations in

- setting prierities,fof reeou:ce allocation. The major findings

indicate that overall consumer coﬁcerns have not changed appreciably.

Consumers appear to be 11v1ng in a more stressed environment.

Attltudes toward business have not so‘tened d;sappo;ntment in the

, performance of business is wldespread ~ Attitudes toward government

centre»around concern for rising government costs. Consumers
recognize phat increased activity in the copsumer interest on the
part of governmenfbcan raise gevernment spencding even further. Thus,
the study concludes that “the Ministry's mandate seems less compelllnc
to Ontarians than it did in 1978". The reason appears to be that
guestions of economic sprvival cente:ing around level of disposable
incpme; purchasing power‘end~employment have gained prominence and
hot that consumer issues have disappeared. The question left
unanswered:is: will traditional ceneumer-issues reSu;face as a

priority in better economic times, or are consumer issues broadening

.to include more macro-economic concerns?




Ash (1980) conducted a very'comprehensive survey.on consunerg
satxsfact;on/d1ssatxsfact1on with, goods and services in the Canadlan
marketplace. Based on consumer experience with injury and financial
loss occasioned by market tronseotions, on consumer complaining
behavior end on.oroduct market penetration, Ash attempted to
identify different priority categorizations for groups of-consumer
goods and services; Ash found that consumer problems were not
the mlsfortune of one part;cular segment of consumers, ‘that
dissatisfaction tended to relate to intrinsic product~qua11ty or
perceived performance, that occaeione.of financial“loss and/or
physical injury tended to result from a relatively smallfnumber of
products and services, and that consumers tended to voice dissatisF
fection'through personal, rather than public channels. While his
research was thorough and_as comprenensive as any more product
.VSpecific consumer satisfaction/dissatiSfaction (Cs/D) studies
using Canadian data, the information recuires'continnal upaating
and refinement in order to be of use to policy makere.

Barnes and Kelloﬁay'(1979) surveyed members of the Consumers'
Association of Canada (CAC) and consnmere who were not members, in
" order to discover differences,_if any, in complaining behavior,
“attitude toward social and consumer issues and toward business and
government intervention, sources of redress and peroeption of
lk'progress on consumer issues, ‘Tney found that there was a significant
difference between the two groups. On soc1a1 issues CAC members |
listed inflation, a fair deal for consumers, energy and the environ-
ment as issues of persconal importance, whlle non~members listed a
falr’dealmfor oonsumers, unemployment, inflation,>ener§y and lower

‘taxes. When listing areas of greatest concern to government, the




two gtoups were in closer agreement and listed unemployment,

inflation, government spending and energy as the four priorities.

_When rating consumer issues, CAC members were more ﬁegative with .

respect to advertising and toward the adequacy of guarantees and
warranties,_and more positive on the success of the consumer

movement -and on the need for consumer education in'the schools.

'Non-members were concerned about instructions that accompany

products and expressed significantly more support for government
involvement in consumer affairs. Such involvement might include

banning television advertising, price controls and more consurmer

legislation. CAC members were far more willing to have a manu-

facturer taken to court, to have consumer education in the schools

and. to use media pdblicﬁty as legitimate consumerist activities

than were non-members who favoured more consultation between

consumer groups and government.

Barnhill, Barksdale, and Perrealt (1980) conducted a compre-
hensive survey in 1979 of Canadian consumer attitudes toward
mérketing,kconsumerism and gqﬁernhent,“and compared the Canadian
results with a_similar‘survey dohe.in the United States. They
found that both Canadian and American coﬁsumers were highly
skeptical in their attitude toward business in general, and toward
marketing>practices, consumerism and government. Both felt that
business put profit before consumers. Canﬁdians, however, expressed

more "uncertainty" in their responses and tended to feel that

. consumer probléms are more serious now than in the past. Further-

more Canadians, more than their American counterparts, felt that

government should set minimum product standards, conduct and
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 publicly report brand tests ahd increase the regulation of
'advertiSihg,Asales and marketing activities.

Gathering data in 1977 Claxton and Ritchie (1980) investigated
major prepurchase éro§uct aﬁa service problems. Beginning with
the problem area of m&ét»con&ern thé& identified:

1. automobile repair;
2. home improvements;
3. automobile purchase;

. furniture purchase;
. appliance purchase;

4
5
6. home entertainment purchase;
7. life insurance purchase; and
8

. household goods moving;

~as the 8 major areas of concern. Claxton and Ritchie concluded
that consumers are able to clearly idehtify specific problems

and that there was sﬁbstantial agreement on issues nationally as
well as a high level.df :6nsumer frﬁstration generally. 1In .a more
:olloquial veih, consumers were looking for competent service from
a trustworthy agent. When it came to prescribing solutions,
‘consuﬁers, more ﬁhan governmént‘consumer officials were willing

to invoke legal sanctions, penalties and prescribed standards.

With those'éxceptions noted, other sources of Canadian intelli-
gence haVe‘been moreAisblated.and less scientific. Even the less
~than perfect source of consumer concern, consumer complaints, are
now handled.in a more decentralized manner throughout the regional
office network. Centralized consumer input through Box 99 has been
discbﬁtinﬁed,ahd many.complaints formerly monitored by CCAC are
now referred to other federal departments, to provincial ministries,
or to trade and professional organizations. While the task of

attempting to predict the future is not a science, a more concrete
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factual base may give a better picture of possible futures. The
seeds of the future, after all, are in the present, and a better
understanding of the current market and its environment may lead

to better anticipation of future issues and demands.

1.3 Report organization

This report is organized into seven sections. Section two
gets out assumptions about the role of a federal (as opposed to a
provincial) department of.consumer and corporate affairs. Section
three proposes two broad frameworks for thinking about consumer
issues. While these are not exhaustive in their conceptuaiization,;
they represent a less-traditional approach to.consumer affairs and
aie offered in an attempt to broaden the focus as much as possitle,
realizing that subsequent strategic pl&nning and'public policy
making will narfow the range of consumer issues addressed. 2A
review of géner;l trends follqws in Section four. Repotts prepared
by others for this strategid‘overview exercise will address and
aﬁalyse trends in more depth. This brief and general look at
economic, social, political, régulatory and departmental trends
sets out the critical environmental assumptions of this report,
and, hoPéfully, gives pe:spective to the discussion that follows.
Section five summarizes first generally, and then more specifically,
consumer trends as identified through the current research. The
more specific product/séfvice and issue-focussed discussions are
detailed in Section six. Topics covered include: hazardous
products, food policy,.housing, heaith care, the telecommunications/
computer interfaéé.-energy, import policy, Crown corporations,
transportation and consumer redress. The fina1 section contains

a summary and conclusions.
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2. A Federal Departmeht of Consumer and Corporate Affairs -
Necessary Assumptions '

Early in the consuﬁer govehent of-the sixties, the federal
‘government establisheq the Department»of Conéumerland Corporate
:Affairs (1967). (3 The provinces and territories later followed_>
the federal initiative and established their own:depertmeots of
conguﬁer affairs. - Federai and provincial activity on consumer |
_issues accelerated durlng the early - to - mld 1970's. 1In .

’terms of generatlng leglslatlon, Quebec has been the most
productive jurlsdlctlon in recent tlmes (6) With such active

part1c1patlon by the prov1nces 1t ‘is 1mportant to set out

- tne appropriate role for a federal ‘department of consumer

- affairs.

Aside from the current provincial initiatives in consumer
matters, the.federal government is constrained by at least two
factors. The first and most important constraint is the division

of powers as outlined in the British North America Act. While most

consumer problems orlglnate as 1nd1v1dua1 contractual agreements
and are therefore a provincial matter, many general consumer issues
“such as fraud, adVertisinglredress, standards, etc. are best
regulated or deelt with'at a national level. Furthermore, on'many
substantive”issues‘of consumer concern there is a history of shared
Jurzsdlctlon (e. g CIEdlt, telecommun;catlon, agrlculture) ;
Securxng agreement on new shared relat;onships has been dlffxcult.(7)
The second constraint is that the Department of Consumer and

Corporate Affairs is one department of many. Consumer concerns

cross departmental boundaries and are tberefore difficult to address




from a broadly focussed base with a diffuse andvlargely unorganized
constituency group. This is not to say that there is no role for
consumer-oriented activity by government at the federal level,
only that such activi;y-is ébnstrained by legal and political forces.
In trying to ideﬂfify future consumer issues and future
consumer demands for government intervention it is important
to identify the federal universe for consumer éffairs. The
following assumptions are made with reépect to the role of a
federal department of consumer and corporate affairs:

1. The mandate of the Department is to ensure the integrity
and fair operation of the market exchange system. This
assumes that there are market failures that can be rectified
or that the adverse consequences of such failure can in
some way be ameliorated. It also assumes that in some
situations the consumer is at a disadvantage due to a
disparity of knowledge, power, information or resources.

2. Other federal government departments do not explicitly
separate out from the public interest that specific and
identifiable perspective that can be attributed to the
"consumer interest" (as opposed to a producer, owner Or
labour interest). A federal department of consumer affairs
can identify and represent that particular perspect1ve
called "the consumer interest". (8)

3. There are areas of consumer concern with clear federal and
departmental jurisdiction (legally) as well as other areas
where federal action is necessary (if not sufficient) for
positive governmental action by other federal government
departments or by the provinces. Examples of the former
include weights and measures, hazardous products, packaging
and labelling, fraud and interest. Examples of the latter
include the role of coordinator for uniform provincial
legislation, research on basic consumer issues and on
possible public policy responses and the role of information
broker between consumers and industry, or among provinces
or other federal government departments. '

4. The "consumer constltuency of the consumer side of the
Department's operation is very different from the "corporate
clientele" of the corporate side of CCAC. The corporate
clientele-is often treated on a one-to-one basis with a
fee attached to services rendered aimed at recovering the
cost of regulating. Corporate clients are a more focussed
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constituency when relationships aren't one-to-one. There
are a variety of articulate and expert voices speaking for
business, and the Department of Consumer and Corporate
Affairs is only one of a number of avenues open to the
representation of business.

For consumers, the Department of Consumer and Corporate
Affairs is theé.one, and often the only, focal point for
directing consumer concerns. Consumers are by nature a
large, heterogeneous, diffuse, latent, interest sector that
must find avenues for reducing the real economic barriers
(disincentives) for individual and collective consumerist
activity. The creation of the Department is one attempt

by government to correct this, by offsetting the real costs
of consumer interest activity in matters of federal concern
or in matters where federal government activity could be
useful. -

Every area of concern that arises from a "consumer" is

not necessarily the legitimate purview of the Department

of Consumer and Corporate Affairs. Macro national economic
policy, while affecting consumers, is not the legitimate
concern of CCA; for example, unemployment, inflation,
interest rates. Areas that are the primary concern of
other departments, for example, energy, health, banks,

and agriculture, may or may not demand or require the
involvement of CCAC. Criteria for Departmental involvement
include: one, the importance of the issue to consumers as
a whole; two, the ability of the Department to bring a
unique and effective contribution; and, three, the resources
available to the Department. CCA therefore will not act,
will not be able to act, and should not act in all
circumstances.

more general terms the role of a department of consumer
is:

to inform consumers so that they can make knowledgeable
judgements regarding purchases of private and public goods

and services;

to further corrective action against the misuse of both
market and political power; and

to make consumers aware of their responsibilities to deal
openly and honourably. (9)
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3. Two Frameworks for Discussing Consumer Issues

The accompanying list of references, cited in the Appendix unde.:
"Consumer Interest and Consumer Trends”, although no£ exhaustive,
demonstrates that this elusiQe subject has been the centre of a
considerable amount ofxattention. A reading of these sources
makes it very clear that circumstances and environmental factors
to a'large extent define the existence and dimensions of a
"consumer" issue. For example, if a merchant sells
clothing that falls apart after two months use , IS
there a consumer issue? There is if there are no alternative
types of apparel, if the clothes are held out to be of normal
‘wearing quality and if the short expected life of the product is
not readily apparent (on inspection or using the price of known
products as a guide); There is no problem if in fact the iess
durable product is one of a variety of apparel options, the clothes
in question are not alleged to be durable and long lasting and
there is direct evidence at the point of purchase that the clothing
is of inferior quality. |

To complicate matters further, consumer issues chance over
time, one year it is pensions, the next yéar food, the next month
air travel. Furthermore, within each issue area the focus for
concern will vary. Price is usually a primary concern, but guality,
accessibility, availability.'standaréizatioh or information may
become the most pressing problem. Some books on consumer issues
will approach the subject by product/servicé categories, others

will pick general areas of concern such as redress, quality and

pricing. Still others will take a multi-disciplinary focus and discuse
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consumer issues under léggl, economic and social dimensions. Some
divide consumer concerns into substantive and procedural issues,
but here, usually, the discussion is very broad. Each of these
methods has its place. . The issue at hand is, what framework(s)
would be useful to a étrategic overview of emerging consumer

issues? Two have been chosen.

3.1 Public sector vs. private sector, substantive vs. procedural

While the separation of substantive from procedural issues is
common practice, an increasing number of writers in the consumer
area are including in their definition of individual or household
consumption, the consumption of goods ané services offered in the
private market and through the public sector. (10) Figure 1 sets

out one way to look at the public vs. private, substantive vs.

procecdural relationship.
With this framework in mind, the consumer policy maker may
pose certain key questions, such as:

l. Where are consumer dollars (disposable income and taxes)
now being spent? '
(Presumably it is important that markets involving large
expenditures should work well,)

2. What expenditures are voluntary and which, althouah
voluntary, are largely non-discretionary?
(Presumably problems involving involuntary and non-
discretionary goods and services should be rectified
before those involving discretionary goods.)

3. In each of the goods and services categories, which
purchases are the ones with the largest consumer risk?
. (Presumably, high risk areas warrant closer scrutiny to
ensure that they experience a minimum of consumer problems.)

4. In which areas is the consumer risk averse and therefore
willing to pay a premium for certainty (safety, quality, etc.)
and in which areas is the consumer willing to take a chance?
(Presumably those areas experiencing high risk aversion are
particular targets for close investigation.)

5. For any particular consumer issue, do the substantive or
the procedure issues dominate?
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3.2 "Coping" vs. "Redesigning"”

A second way to look at consumer issues is to divide them into
two types, depending on the préblem solving approach. In those
situations where it is assumed that the current in#titutional
- system, economic situation and legislative basé will remain unchanged,
the approach can be characterized as "constrained optihal decision
making" or making the most of what is currently possible - "coping”.
Typical public policy responses include, increasing consumer,
business, government dialogue, encouraging voluntary responses by
business to consumer concerns, education of consumers on “wise"
shopéing, on compiaint procedures, on available redress avenues
and on alternatives to cur:ent consumption patterns. Any Qoluntary
change in product offering, product design, service level or
business practices would be categorized as a micro level concern.

The other approach is characterized by attempts to change the
broad parameters or boundaries of activities. Where the world of
consumer "coping" is circumscribed, the wbrld of "redesigning” in
the consumer interest‘is active at the margins, éttempting to change
the ground rules for the entire market rather than focuésing on
individual consumers, and on individual transactions.

It would not be fair to describe "redesigning" issues as
necessarily legislative or regulatory (although they often get
translated into a new law). Many current regulations focus on
"coping" issues and are aimed at standard operating and specific
procedural type matters. Legislation of é "redesigning" nature would

include such statutes as the Combines Investigation Act and the Free-

dom of Information Act. These pieces of legislation set the boundarie

within which market and information transactions can occur, but they

do not prescribe the number, type or frequency of transactions. One
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popular U.S. ”tedesigning“ approach is the removal or reduction in

the 1eVe1,of regulations_- 'déregulation".

While'the discussion ot consumer issues in this paper is done
by subject area (housing,.food, energy and sg on) the two broad
frameworks just described are offsred as strategic planning and
policy making tools to assist in the process of evaluating the
relative'importance and feasibilitg of active involvement in one
or moré areas. This paper raises a long list of current and future
consumer concerns, not all of which can be addressed. It is hoped
that with the two perspectives, offered by the suggested frame-

works, strategic plsnning'will be facilitated.
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-4, Review of General Trends.

Before'discussing either general-or specific issues that are
percelved to be zmportant to Canadlan consumers in the near future

(next five years) 1t seems reasonable to survey the general

env1ronment to try and 1dent1fy relevant trends. This sectlon;

‘then, will attempt to fulfil thatefunctlon. It should'also serve

as a caveat for dlscusS1ons under’ Sectlon 6 - Specific Consumer.
Issue Areas. For 1f the 1dent1f1ed trends do not materlallze,
many of the conclusions about consumer concerns and consumer

demands may prove to be one hundred percent wrong.

A.l'Economic trends

For consumers,~the‘current economic~situation‘is the most
salient and influential.of environmental factors affecting their
behavior. L With the recent announcement thatvthe Federal Government 's
annual deficit is 18 billion dollars; it appears that Canada cannot
anticipate a fast'recoveryefrom the economic recession. ‘Recovery

seems to be at least eighteen months away and predictions are

‘that recovery will be slow or gradual. It is likely that cautious

consumer spending patterns.now evident will be more strongly

»entrenched as consumers try to hedge against further erosion of

their security by external economic forces. AOneﬁmay therefore
assume that‘for the economy as a uhole‘there will be no, or slow,
growth.‘ | l-_

There will however, be pockets of growth Services generally,
f1nanc1a1 transactlons (credlt, personal securltles and electronlc

funds transfer) as wvell as 1nformat10n-related act1v1t1es are

: predicted to be growthvsectors. With respect to_1nformatlon,
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- questions of variety of information creators, access to information

(public-private) and privacy, non-manipulation of informatibn, and
disparity of information/education will be increasingly relevént.
The collective aspect af iﬁformaﬁion is more salient than the
individua; aspect. fér example, it is the pooling of information
from databanks and the illegal access to personal files that is
the major public policy concern. For consumers, the anticipated
benefit of access rights to information is with respect to public
or collective goods and services primarily (this may not be the
case for business interests). On the other hand, concerns with
services are likely to be more particularistic and related to
individual experiences; One.might.well see then, an increasing
conﬁern for guality and rgliability standards, and redress mechanisms

for services. In both cases, for services and for information,

concerns will centre primarily around "social" or difficult-to-

gquantify economic concerns involving quality.

The trend of unemployment coupled with inflation and high
interest rates has been a more long-term phenomenon than previously
anticipated. Consumers now are pért of a more risky and less
hopeful environment than consumers in the early 1970's. Impact
of this change may be very different depending on life cycle and
previous spending/saving patterns. Disparity is likely to widen.(ll)
Those' who were borrowers a_décade ago can now be savers and there-
fore may be much better off relative to those who are now entering

a high—conSﬁmption stage in their life where borrowing is costly.

Those without a. stock of wealth, those with no or marginal employment
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those forming first families, and those families with one income
are being affected very severely. Those families with two career-
oriented incomes and those families having homes without mortgages
are operating at a diétinct énd increasingly wide advantage.

Risk preferences willvéiffer between these groups, perhaps markedly,

yet as a whole, consumers will tend to be more risk averse and

‘more cautious in their buying and less tolerant of government

taxation and Spending patterns.

Economic trade-offs will tend to be more sharply defined -
winners and losers more‘clearly idéntified. fhis will tend to
increase conflict and lead to resisténce to change, especially on
the part of those likely to lose. To be acceptable then, it would
seem that changgs made by business must’translate into identifiable
cost savings, while changes made by consumers must have short run
gains (or compensation) as well as long run discernible benefits.

V Citizens are becoming more concerned with their role as income

earners than with their role as consumers. Issues that affect jobs

_will be volatile - e.g. trade/tariff gquestions or quota determinations.

Taxation, £ax'expenditures and incenﬁives will be subject to closer
scrutiny. Provision of government (so-called "free") services will
become‘increasingly important. Quality, aVailability and access to
government services will be of greater importance as incomes diminish
and alternatives narrow. The governﬁent will experience stronger
but contradictbry pressure from citizens to preserve jobs and
support failing corporations, while at\the same time reducing taxes,

{

increasing public social spending and offering protection from

economic loss. Long run benefits will be increasingly hard to sell
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politically as short term pain increases and as a federal eleétion
nears. On a more Optimistic note, it appears that any evidence
of "better" government rather than a change up‘or down in the
quantity of goverﬁment.spending will be seen as an‘improvement
(12)

Recessionary times may change consumer concerns. The cost
of new consumer-oriented initiatives in the areas of labelling,
point-of-sale information or advertising‘guidelines may cause
consumers to reject previous supported public policy programs.' On

the other hand, the incidence of fraud, or victimizing of consumers,

may increase, as the incentives for non-compliance rise. There may

be a renewed concern for industrial concentration if the recession

leads to significant business failure and/or merger activity in

vulnerable sectors. Where previously consumers were worried about

value for money in relation to goods and services, there appears to

be a trend for increasing consumer concern with respect to education,

~vocational training, adult skills upgrading education and transfer-

ability of education certification. The focus of interest appears
to be switching from home consumption objectives to‘income generating
objectives.

‘As real disposable income shrinks due to reduced real gross
income or to ﬁaxes, it is iikely that the so-called "hidden" economy
will groﬁ. ‘Cohsumers will barter gbods and services and moonlight
for cash'leavihg no records for income.tax.‘ The implications of
éuch behavior are hard to prediét.'It may result in distortions of
the intended distributional effects of the tax system, or in a

softening of the intended effects of government intervention.
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4.2 Social trends

Social trends are relatéd to demographic trenés. Canada's.
population is aging, immigration is slowing, as is the number of live
births per 1,000 populatipn.:'These trends will affect institutional
needs - e.g. day care,nextended and intermediaté care, hospitals,
as more and more of the population get §1der and as ‘the heed for
all adults to work outside the home increases. There is a trend
to replacing an_increasing number of home activities with market-
place activities - convenience foods, eating out, disposable
products, diéper service, gardening{ cleaninc service, condominiums
to decrease maintenance, out of home entertaining, renting-home
and garden equipment. This is not a universal trend, as some
segmehts of the population are moving in just the opposite direction
by choice and through chénging economic circumstances. This move- |
ment is characterized by the adOptién of a simpler lifestyle,
reduced consumption and increased home pfoductiOn and/or home employ-
ment. As the populatidn ages, ‘as the need for more workers per
household unit increases and as the cost of housing rises there may
be a trend to multi-generational household units or to new "aggregated
family" households (gioups of families, collections of indiﬁiduals).(l3

ZWhat does seem clear is that there is an increasing tendency for
specialization in lifestyie,-in both consumption and woxk patterns.(l4)
This tendency may be compared to product differentiatioh of the _
marketing world. The implication for goverhment is that a siﬁgle' f
public policy may no lbnger be apptopriate; more flexible and N !

targetted government programs and interventions may be necessary. f
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4.3 Political trends

Current trends on the political front‘may affect the type of
legislative activity (regulation, deregulation or reregulation),
the jurisdiction of influence, the absolute amount of legislation,
and the representative nature of the public policy process.

"Consumers as a whole presume ghat they are proteéted in the
market. Protection is perceived to be conferred by government
legislation and is seen to be an absolute good. One is either
protected or unprotected. The cbncept of a level of protection
commensurate with risk and costs used as decision variables is
not well understood. While many consumers may accept such an
approach once explained, others, particularly the few caught
bearing personal loss, would feel such.an approach to be unfair
and demand either: | |

1. universal coverage protection, or
2. compensation for loss.

The former is favored gererally, because it is seen as "comprehensive"
and "prevéntafive" andunot'involving "means tests" or proof.

As more people are hurt in the political/economic'system,
the appeal for increased government intervention of form 1 or 2

(15) To the extent that

may indeed get louder and more articulate.
Canada is perceived as a market-based, free-enterprise, wage
economy that is offering fewer opportunities, a strong voice for
more socialistic public policies will be heard and demand side
solutions suggested.

However, just the opposite may occur, especially in the short

run. Business and industry may pressure government to relax market
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regulation in the hope that relaxation will lead to new growth

and sustained private market activity. Measures previously

~implemented to help consumers may be dismantled, even with the

tacit approval of consumers who see job needs to be greater than
the benefits of protection. (16)

Federal—Provincial‘jurisdictional and power questions could
frustrate any work on improving the envircnmeht for consumers,
especially in areas of shared jurisdiction like consumer redress,
medicare, communication. It appears that both levels of government
are putting a high priority on visibility in government activity.
The potential for conflict and stalemate is high. Furthermore,
tﬁelrole of the federal government in western Canada will.continue
to present diffiqulties as long as there are no elected members
of the ruling party wést of Winnipeg.

Regardless of the type of legislation, the passage of new
legislation has become a very lengthy and uncertain process. Even
amendments and so-called "housekeeping" changes to current acts
are difficult to steer successfully through Parliament. (17

Public interest groups and‘particularly consumer groups
havé continued to demand greater participation in the public policy
arena, (18) yet it is S£ill the business and industry or trade lobby
that is the strongest, the best funded and the most vocal 1obbying
force. However, as citizens perceive government decision making to
be increasingly centralized and as individuals havé less personal
control due to income reauction, the pressure for wider and more

representative participation resulting in policies sensitive to a

wide variety of needs could well emerge. At the same time, it seems
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- clear that other interest groups such as business, the provinces
and others will not relent in applying pressure on the Qovernment.(lg)
Politically, it wouid be fair to say that "consumer issues"

have a low piiority in goverﬁment affaiis. Even consumers accord
consumer issues, at le;st private sector transactions level "coping"
issues, less importance than employment and inflation. From the
point of view of a politician, a strong consumerist platform may
not only fail to attract voters, it may in fact repell them. .This
attitude may make it difficult for a federal department of consumer

affairs to garner support in Parliament and within the federal

government bureaucracy.

4.4 Reguylatory trends

Quebec appears to be the trend setter for provincial legislation
in the consumer field. The consumer legislation it recently adopted
may herald the direction that the other provinces will follow.

Quebec has now, more or 1ess,~dec1ared a moratorium on further
consumer legislation and instead will be concentrating on enforcement,
education and tools for consumer self-help (advice, expert counsel,
advocacy funding for groups).

At the federal level, aside from the increasingly lengthy
legislative proCess; omnibus legislation or major revisions to
existing statutesbare very difficult to steer through Parliament.
From a consumer perspective it seems likely that future legislative
activity will be initiated by departments other than the Department
of Consumer and Corporate Affairs (consumer side) and may well be
contrary to the consumer interest, at least in some respects. This
type of anti-consumer activity méy oc¢ur in the area of direct

(20)

economic regulation. Furthermore, from the point of view of
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consumers generally and the Department more specifically, it will
be difficult to have the consumer perspective argued in areas of
" direct economic regulation (energy, trade, industrial development,
agriculture) where ﬁhe beneficiaries are few, concentrated,
organized and well repfesénted. Here the real forum for exchange
is likely to be political rather than economic.

It should be noted~that ecqnomic regulation is done through

avenues dther than statute. (21)

Regﬁlations made under existing
statutes, tax/expenditure policies, grants and decisions of
statutory regulatory agencies all may be used in the manner
(perverse to the consumer interest) ascribed to legislétive
initiatives alone. To the extent that government regulatory
activity persists, and to the extent that new evidence finds
current regulation contrary tb the consumer interest, the_Depart—
ment of Consumer and Corporate Affairs may be under increaéea
pressure from consumers to act. Action may well be difficult, if
not impossible. Issues may involve regulatory matters not directly
related to the Department's legislative mandate and may be resolved
politically and not through usual department level bufeaucratic
involvement.

Génerally it will be extraordinarily difficult, if not
impossible, to shift costs currenﬁly borne by consumers to business.
One area where consumers~may enjoy regulatory success is in the area
1of environmental health and safety. The use of socio-economic‘
impact analysis (SEIA) has the potential of influencing decisions.in
these somewhat less poiitical issues. As well, creative use of the

new Access to Information Act may provide opportunities for new

avenues of consumer-oriented activity in the area of regulation.




- 24.-

4.5 Dgpértmental trends

4.5.1 Inter-departmental trends

Major inter-departmental trends concern the sharing of
parliamentary time and the éharing of departhental spheres of
acitvity. | |

Competition between federal government departments for
Parliamentary and committee review time is likely to be a continuing
concern for .the Department of Consumer and Corporate Affairs.

The keys to success appear to be sound long-range strategic
planning and creative maﬁagement.

More and more federal issues fall between current
departmental purviews. 1In an inter-departmental situation a
department must have something unigue to offer ih order to be
gffective in shaping policy.

Viorking committees need research on sub-
stantive issue, good information on the consumer perspective and/or
sound strategic planning and maﬁagement skills. A further asset
is a strong bargaining position either within the inter-departmgntal
committee, or with the group or groups affected by the policy

outcome. (22)

4.5.2 Intradepartmental trends

In real terms the resources 6f Consumer and Corporate
Affairs Canada have shrunk since the years of peak expenditures
and peak pefson‘Qéar resources (1975-1978). Currently (1950-82),
the budget of CCAC appears to be levelling off in real terms
relative to total fedefal expenditures and private sector economic

activity. CCAC is an important regulatory department as it
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administers oh its own, or jointly with other federal government

departments, 2/5 of all federal government regulatory statutes.

On the "consumer" side, CCAC concerns overlap the substantive

areas of other depattments (é.g. Energy, Mines and Resources;

Health and Welfare; Fikance; Ministry of Transport; Department of

Communications) and the jurisdictions of the provincial governments.(23)
CCAC, being a small and relatively new department, does not

have a major influence in all areas of economic ana social public

policy making. CCAC, however, is included ih the Economic

Development spending envelope.

Relative to other departments, CCAC is characterized by
a body of public service generalists, especially at the policy
making level. This is not the case for more focussed issue area
departments like finance, health, energy etc. While this lack of
speciaiization is partly a function of the number Qf subject areas
in which the Department is actively engaged, it may also be a function
of its relative age. As the trend in consumers'orggnizations moves
toward an increasingly sophisticated expert and specialized approach
to consumer issues, it is anticipated that the Department will move
in the same direction.

"It is unclear whether the Department can anticipate a more
vigorous and a more supportive consumer constituency. Certainly the
work of the Department would be enhanced if it could claim to
represent a sizeable and representative body of organized consumers.
The combination of economic restraint and uncertainty, the trend to
supply side concerns and the reorganization being experienced by both
CCAC and the Consumefs' Association of Canada creates
.some turbulence around the future department-constituency

relationship of CCAC and CAC.
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5. Survgy‘of Consumer Trends

5.1 Nature of consumer concerns

Effective action in the consumer interest involves a blend
of substantiQe arguments and procedural rights. These are necessary
but not sufficiéht ingredients for success. To be successful, the
consumer activist'mﬁst have political. support. |

The basic nature of consumer concerns hinders effective
consumer advocacy. Many consumer concerns are latent, not easily
called.forth and relevant only when aggregated. When a concern
does surface it is often because of a crisis or scare._.Plannihg
and iong term management of issues is almost impossible, as fore-

casting at best is general and imprecise. The continuous crop of

new consumer issues make monitoring, follow through and evaluation

very difficult. Furthermore, many consumer concerns are short term
dislocations. Redress is.sought.: Consumers generally don't have .
the time, money or interest to follow through to investigate the

underlying problem or to seek a longer term solution.

5.2 General trends in consumer issues

There is a need for more systematic long-range comprehensive
monitoring of consumer conéerns. While the major Canadian consumer
interest/issue surveys have been reviewed in sub-section 1.2 of
this report, this sub-section will'summarize, in<genera1 terms,
what the aﬁthor seés as developing trends in consumer matters.

The next sub-section will review more specifically the viewpoints
of those‘involvédbin consumer affairs.

The future of the consuﬁer movement might best be described
by using an analogy. In the early days of television, prophets

of doom predicted an early demise for both radio and the movies.



- 27 -

Bistory has madé.such a prediction laughable. Rédio is still
going strong, and more people than ever are going to see films.
What the prophets, blinded by the dazzle of home pictures and
programs didn't realige was,Athat radio would change and aaapt,
and that movie-goers éo to the theatre fof needs home television
can not meet. In an analogous fashion, it is very likely that
despite the large stable of consumér’prctection legislation and
the pressing concerns over income stability, consumerism will not
die. Rather, the consumer movement will change. Many Qxiters see
consumerism becoming increasingly specialized And professional.(24)
Some'see a greater variety of consumer groups tailoring their
activity to a specifié subject or to a particular geographical
location. Thus, just as radio changed from one-staﬁion-suits—all
programming to ten stations with magazine style programming aimed
‘at a selected audience seghént; so too the consumer.movément is
bound to go. To carry the analogy a little further (and hopefully
not past its usefulness) consumerists will identify those aspects
"of their acfivity that théy can uniquely offer. Thus, like the
~ movies that almost died with the advent of television, consumerists
will develop the counterpart to teéhnicolour, doplar sound and
the wide screen. Former positive attributes will be éharpened and
~improved. o

Over time the articulated needs of consumers have been trans-
lated intb law or as voluntary prpgrams,.'Where are the new frontiers
- of consumer intereét? ‘Since the only source of reliable intelligence
of consumer concerns is consumers, the new wave consumerists (I am
including here govérnment consumer departments and non-government

consumer groups) may engage in systematic proactive in-depth probes
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of emerging consumer issues. (25)

The new consumer era may be

more research-oriented and nore comfortable in.Situations_of
-negotiation and co-operative problem'solving early in the public
policy process. The focus ef_actiVity is more likely to be in
areas of high collective benefit for consumers generally, and as
much concerned with consumer/government relations as with consumer/

business relations. There will tend to be a focus on:

l. services - financial, professional and mechanical;

2. redress mechanisms - class action and injury and loss
liability;

3. issues involving health and safety, especially involving
chemicals and the use of radioactive substances;

income stability, especially on pensions and insurance;

5. concerns related to the interface of telecommunications
and computer technology like privacy, proof of trans-
action, access, choice; and

6. areas of direct economic regulation such as marketina
- boards, transportation and communication tribunals, trade
and tariff boards, and crown corporations (Post Office,
CN, Telesat etc.). A
This does not mean that the old issues will die. It is likely
that the spotlight on price will move from food to energy and the
cost of money. There is anticipated future activity on the part
of government consumer departments as well as consumer groups in
- the area of standards, grading and inspection. Here there is
concern that current 1evels of protectlon not diminish. Erosion of
health care protection is also a 51gn1f1cant emerging consumer issue.
Concerns about 1nformat10n, education, inspection and enforcement

will not diminish, but their fundamental 1mportance will be assumed,

as new issues are identified.
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5.3 Specific concerns identified

The consumer issues identified by each of the broad groups of
consumer interest actors will be discussed in turn, beginning with
the Consumers' Association of Canada (CAC), the largest national

consumers' group.

5.3.1 The Consumers' Association of Canada

Through its Regulated Industries Program (RIP) the CAC

has already made a move to increased specialization and sophisti-‘
cation. Acting in the consumer interest before regulatory tribunals,
RIP has been active in the area of telecommunications, broadcasﬁing,
air travel, hogsehold goods moving, trucking, freedom of information,
agricultural marketing boards, the post office and regulatory
reform. The program is now expanding its activities to incluce

.» _ barriers to international trade, energy pricing structures, cross-
media 6wnership issues and bussing. 'The other policy program of
CAC, Association Policy and Activities, has identified their areas
of futﬁre activity. Thesevinclude:

1. Improved legislation in the area of food nutrition
labelling, electronic funds transfer, meat grading and
child restraints;

2. New 1egislétion for better consumer redress through
provisions for class action and through statutory
warranties;

3. Improved direct economic regulation of marketing boards,
medicare, tariffs and gquotas, and new proprietary drugs;

4, Research into wholesale concentration in the food
distribution system; and

5. Research and advocacy into: health and safety issues, .
including irradiated food, and pesticides; food, including
a food strategy, and nutrition; and financial issues,
including deposit insurance, mortgages, pensions, insurance
and banking services.

. At the national level CAC sees that times of economic restraint may
lead to an increased role for volunteer consumers' organizations that

can take on activities not .able to be performed by the government.




- 30 -

Consumer priorities from the perspective of CAC's
provincial bodies include: information and education; enforcement
of legislation; new legislation in the area.of redress; and
consumer benefits, comgarable to those presently enjoyed by urban
consumers, for rural and disadvantaged consumers,

Over the past ten years, within the Consumers' Association
there has been.a distinct_trena frém an early focus on specific
product, narrow market issues to a recent emphasis on broad
prpduct/service/redress issues with a wide market focus. This
trend can be observed by analyzing CAC's resolutions énd advocacy
activities (briefs etc.). It is perhaps best exemplified'by the
¢omprehensive brief delive:ed by the British Columbia‘branch of
CAC to the Special Progressive Conservative Caucus Committee on
the Budgeéet and the Economy. It covered a wide range of topics, inclu-
ding the effect of the budget on poof ané middle-income Canadians,
"RRSP's, Income Averaging Annuity Contrécts, mortgage interest rates,

housing supply, postal rates, import policy, marketing boards,

‘and competition policy.

5.3.2 The National Anti—Poverty'Organization

The National Anti-Poverty Qrganizatidn'(NAPO) has currently
(1981/82) undergone a major restructuring and leadership change.
NAPO sees its clientele as the disadvantaged, the poor, the handi-
capped, the rural, and minority groups (including racial minorities).
NAPO's major concern is relétive income levels. Accordingly, ;he.
Orgaﬁization-has_identified four areas for its future activities.
They are:

l. Guaranteed Annual Income;

2. Housing;

3. Medicare; and ‘

4. Level of Social Assistance Benefits.
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NAPO does not appear to identify itself Aslprimarily a
"consumer"” group. Thus, in terms of federal government support,
- NAPO turns first to Health and Welfare Canada, then to Canada
Mortgage and Housing quporation,.lndian and Nprthetn Affairs,
Secretary of State and thg Ministry of Social Service Development. -
Mény of NAPO's concerns are best raised provincially and a larce
measure of NAPO energies will be focussed a£ the provincial level.
This approach is consistent with recent writings onAthe "dis-

(26) Thus CCAC may anticipate little demand

advantaged consumer”,
from NAPO for action on behalf of disadvantaged consumers. The
one area where activity may be fruitful is in the area of in-depth

and systematic research.(27)

5.3.3 Federal and Provincial Consumer Services

Consultation with Consumer Services in Ottawa, with the

Pacific Regional Branch of CCAC, with the British Columbia Ministry
of Consumer and'Corporate Affairs and with the Better Business
Bureau in Vancouver, revealed that they all experienced a trend to fewer
calls (complaints) over the past few years, with a noticeable drop
(estimated 10%) from June 1982, The long-term drop was attributed
largely to the reduced encouragement given to‘conéumefs to complain,
the larger number of referral agencies (especially true for CCAC)
and the more decentralized éémplaint handling system where (in the
case of CCAC)‘compiaints are not.centrally collated. The number
one and consistent problem is automobiles, including automobile
warranty fulfilment and-aﬁtomobile repair. Credit-related issues
including bankinéiservices and banking policy, mortgages and credit

cards are high frequency complaint areas. Services generally
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appear to be becomingian increasingly importantvéonsumer complaint
area, includihg repair problems (home entertainment products ‘
particularly), personal services, educational experiences, and
travel services. Mail ordef, especially for the "too good to be
true" type advertisements cause considerable problems especially
among the ruralland eldefly. 3.C. provincial data show housing
(construction, renovation and insﬁlation), along with mobile
homes and trailers to pose significant consumer problems.
~Questions concerning redress mechanisms demonstrate a
fairly widespread lack of knowledge about consumer protection laws,
The tendency is for consumers to assume more protection is offered
than is actuélly the case. The actions of the federal government:
departments that affect consumers oftén rebound to the "consumer
office" for informaﬁion or complaints. Bétter cé—operation
between departments, it ié.felt, may both.help "consumer offices"
serve consumers and may, in facf, prevent problems, Examples
include the CHIP program and the decision to remove lead from
gasoline. Most consumers who call tend to want quick answers
and deménd comprehensive protection. After gaining new information
on the cost of high level protection, demands are often reduced,
according to some consumerists. Most articulated consumer concerns
relate to provincial law. Both levels of government and the Better
Business Bureau have experienced a rise in the number of callers
“seeking pre-purchase information. These calls are generally referred
to the Consumers' Association for genefic shopping information or
'for-comparatiVé'product test results. There was some concern
expressed as to whether CAC was abie to respond adequately to such

calls.
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-5.3.4 The Major National Political Parties

A review of the cufrent vear resolutions of the three
-major political parties, Liberal, Progressive Conservative and
New Democratic Party (NDP) reveals no resolutions that can be
claimed to.be adopted solely for their consumer interest aspect.
All three parties have resolutions on pension reform and most
'include aspects supportive of'consumer issues in that area. The
Liberél,ahd Progressive CbnServative resolutions are on major
national eqonomic issueé like jobs, inflation, energy policy,
industrial development and regionaliexpansion. The NDP include
more "consumer type" issues, like resolutions on medicare, UFFI,
competition policy, and control of newspapers. 1f there is any
‘trend'to be gleaned from this brief analysis, it is that promotion
of the consumer interest will come, if it comes, only as the result

of initiatives taken on broader questions of national concern.
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6. Specific Consumer Issue Areas

6.1 Hazardous products

Currently the Department of Consumer and Corporate Affairs,

‘product safety activity is primarily concerned with product

safety in the home, particularly as it affects the safety of the
very young and the very ola. PoiSohing, fire and design defects
of children's prodﬁcts are the target of on-going'activity.-(za)
The ekception’is the relaﬁively recent involvement in the Urea
Formaldehyde Foam Insulation (UFFI) area. This issue has raised
a more general concern for other home bgilding products and home
furnishings that may contain chemicals that aré released into the
air, br that may be flammable. Air guality and flarmmability are,
therefore, important future issues.

Constraints in the product safety area from the point of view
of the branch appear to be engineering and scientific expertise
for estimating the pofential hazard and for designinc standardized
tests for enforcing new regulation in curfent areas qf activities.
Furthermore, a‘budgetary problem would arise if the Product Safety
Branch pursued ghe general area of home building and furnishing
hazards.

The trend today is for more and more people to spend their days
(and evenings) away from home (whether in day care, places of
employment, community facilifies, or in travel-related places -
i.e. public trahsportation; hotels, restaurants). It'seems, therefore
that air guality and flammability hazards relating to building
materials and fﬁfnishings are, poﬁentially, at least as dangerous

in public and private institutional settings as in the home environme)
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This is not fo deny the importahce of protecting the home environ-
ment. There are, of course, large segméqts.of the population (the
very young and_the_elderly)'who spend a good deal of'timeiat home
and will likely contipue to do so. Hoﬁever, consider the nﬁmber

of peoéle exposed per public bﬁilding and the potential danger for
individuals in the institutional environment compared to the number
exposed and potehtial dangers in the home setting. The incentives
to switch products may be greater fpr public institutions, whose
environment must be suitable to a broader mix of people. Pﬁrthet-
more, the ta:éet group of pdblic-private institutions is potentially
fewer and more easily reacﬁed and persuaded or pbiiced. Government
at all levels is involved in buildings for its own use and for its
prograh use. Trade associations for hbtéls, h&spitals and offices
are obvious contact points for assessing the nafure and extent of
the potential problem. If this sector of the building and furnishing
induétry moved toward safer products, the home mérket'wbuld most
likely benefit aé well., It would beéome efficient to translate new
products to residential use. While this line of reasoning méy'not
be valid, it is definitely felevant to ény assessment of the health

and safety problems of.building materials and furnishings for

‘individuals. The word assessment is used here because the "problem"

of toxic and/or flammable building materials and hbme.furnishings
has not yet been fully asses#ed. ThevaPI situation has highlightei
a potential problem‘area;(zgy

Consumer conéern with respect to ﬁazardous products goes beyond

in-home poisoning and fire prevention. Consumers are concerned

about chemicals used in agricultural production and food processing.
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' . While food additives are regulated under the Fooad and'Dfug Act,

. consﬁners distrust additives and do not see benefits (other than

to the seller) of the incre;sed level of chemicals and additives.(30)
Several avenues for aétion héve been'suggested.(Bl) These include:

1. Better labelling - more information and clearer
identification of additives;

2. More widely involved discussion on the risk trade-offs
involved in deciding to add or delete additives;

3. Better testing of additives either through government
labs or through government audit of private laks; and

4. Programs to certify "organic" foods (those grown without
the addition of commerical additives in either the
growing Or processing).
Pesticides, herbicides, fertilizers etc. are also causing
consumer alarm. The fear is generated largely by lack of infor-
mation, lack of a visible system of protegtion and through current

' public alarms as a result of systems failure. With passage of the

Access to Information Act, the public may require further disclosure

of information. The Captan Ingquiry may also fuel this trenéd. 1In
fact, the Captan Inquiry may be a useful st;rting point in under-
standing the public and private issues involved.(32)

With the agricultural communitf experiencing difficult
financial times there may be a reéistahce to action (in the éonsumer
interest) in the area of the use of agricultural chemicals. Review
of such chemicals is currently done under the auspices of the
Department of Agriculture with input from the Department of Health
vand Welfare. Consumer input is missing. Assessment of costs and
benefits from a public interest viewﬁoint is missing. There is a‘def—‘

inite gap in this area of consumer protection. Federal jurisdiction

is clear. More open assessment procedures and product evaluation
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. together with independent and publicly available risk/benefit
assessments might well be a useful starting point in the debate
betweén no chemicals, all chemicals or some chemicals. This area
'is one of several where congumption is involuntary, largely un-
controllable and often unintended. The question in this area is
whether the_Department of Consumer and Corporate Affairs can make
a positive conﬁribution to the agricultural chemicals review
process br not. Options include providing non-company tests and
research resﬁlts,_accumulating good information on consumer opinions
and researching consumer prefefences or expert opinion on the public
risk/benefit calculation.

This concern for chemipals extends to the workplace. There
has been a requeét by the provinces for the Branch to examine the
. possibility of extending regﬁlation to the control of chemicals
used in the workplace. While technicaliy speaking the workplace
environment is a producer or labourer concern and not a consumer
concern, thé involuntary consumption of or exposﬁre to chemicals is
an increasing public polic& problem that needs a solution. The
Department has aiready been asked to initiate investigation of the
need for further government‘intervention. The voice, it seems, is
likely to grow even stronger. This area appears to present a
unique opportunity for positive federal or federal-provincial
action by CCA in an ﬁrga of recognized competence with broad public
and governﬁént support. It is within the objectives of the Branch,
which are "to reduce the poteﬁtial for illness, injury or death dﬁe
| to product-related hazards", and could prove to be a prototype for

Cows - 34.
‘ other initiatives in the area of consumer safety. (34)
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‘With this escalating concern for chemical and physical hazards

will come the need for more inquiries or reviews more research

~to develop standard specificgtions and standards tests as well as

the requirement fbr'ingpectioh, surveillance and evaluation. The
pressure for standards and open and regular inspeétion will continue
to build in the general area of prodﬁct safety. Also the concern
for product safety will extend from.use and product market'approval

to transportation of dangerous products. While these latter two

categories are more the purview of Transport Canada and the

Department of the Environment, where large urban populations are
at risk due to transport or disposal methods, the Department of
Consumer and.Co:porate Affairs may be called upon for research,
consumer risk/benefit information, or for joint action on the
problem solution.

Thus, while concern for hazardous products and for the use,

storage and disposal of chemicals increases, the role of the

Department of Consumer and Corporate Affairs is not clear. What

is clear, however, is that consumers and the provincial governments

will be looking to thé federal government for help. More specifically

they will be looking to the Department of Consumer and Corporate

Affairs for "expertise" on the consumer impact and on consumer

attitudes and behaviors.

6.2 Food issues

-Whiie in the aggregate, people are spending less of their
disppsable incomg'on food, food continues to be a concern for
consumers generally. It is well known that low-income consumers
spend a disproportionately high percentage of disposéble_income on

food. However, with rising unemployment, high energy costs and
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, high interést rates, food h&s taken a backseat to job secu:ity,
. housing and energy costs even among the poor. VAt the same time,
it must be realized that food will continue to be an ongoing
~ concern and one in wh#ch conéumers will expect the Department of
Consumer and-Corporate.Affairs to be involved.
For purposes of discussibn, food-related consumer concerns
can be divided into: o

l. Grading and inspection;
2. Labelling and information;
3. Nutrition; and

4. Industrial Organization (includino price, prbfit,
distribution and supply).

There seems to be general agreement that Canada benefits from
a uniformigrading éystem for meats, processed fruits and vegetables,
and grains. Furthermore, consumer pressure for government activity
in this area seems»unlikely unless the current system were to
change radically, eroding the unifofm nature of the federal component.
The major concerns would likely be for unbiased and regulér éuality
control inspection‘boupled with effettive.sanctions for non-
éomplaince. It is unlikely that thé particularistic concern of
‘the Consumers' Association of Canédg iﬁ this area will abate.
While it is likely that most consumers feel themselves io be well
proiected by current grading standards and inspeqtion system, any
"séandal" would véry likely lead to calls for more stringent
standards and more frequent inspections.

Labelling And information are hore lively concerns. The
listing of additives has already been identified as ar emerging

{34)

consumer concern. Nutritional labelling appears to have steady

but non-strident support. Research on the U.S. nutritional

‘ . . 35
labelling program has given mixed results as to 1its usefulness.( )




_ standards or guidelines.

The most recent labelling chahge in Canada (metrification) has

been slow and results are not entirely coinciding with expectations.
For instance, much of the conversion has been a soft conversion
where metric units are notuin easily divisible quantities. Further-

more, the current economic situation may have influenced consumer

preferences. It seems reasonable that consumers now may not be

'willing to pay for_-the additional cost of nutritional labelling,

further labelling of additives or for any further labelling at all.
Labelling appears to be one area where a studied and well-researched
approach would be both warranted and feasible.

There.is widespread concern that the nutritional aspect of
food be considered when developing food policy. The focus of
nutritional concerns seems to be on labelling and acdvertising
content, point of sale information, basic public school education,
targetted.adult education programs aimed toward "at risk" populations,
institutional kitchens ahd efucation for health professionals.

None of these target areas, with perhaps the exception of the

- first, would necessarily directly involve the Department of Consumer

and Corporate Affairs. With respect to advertising, important
issues would likely tend ggg to be claséified as fraudulent or
misleading and thus would more likely be pursued by way of voluntary
(36) In fact, a co-operative voluntary
approach would appear to be the most useful and effective strategy
in the whole area of nutrition. Joint action with the federal
Debartment of Health and Welfare and with the provinces, especially
in the areas of education; public and community health through the
development of information, teaching material and delivery strategies

méy'prove to be a beneficial catalytic approach. (37)



Major consumer food issues continue to revolve around profit
and price. Consumers will cohtinue to raise issues related to
price spreads, middle function profit levels, collusion between
food processors, distributors and retailers, and the relative
bargainingApower of consumers and retailers. The most recent
condern ihvolves the tendency for independent giant chain retail
food outlets to join forces when purchasing from wholesalers.
Based on past history, rgvision‘of basic factual quartitative
information is the most relevant and useful response to such
concerns. A more proactive response would include research on
identifying possible untapped efficiencies in the processing,
dist:ibﬁting»and retaii sector. This sector accounts for €602
- of the retéii food dollars and is recdgnized as being one area of
food and marketing that requires‘more reseﬁrch.

The food area is characterized by contradiction. While the
most commonly voiced consumer complaint centers on price (too high)
the most pobular food policy response centers on income (stabilization
and maintenance) which usually has the effect of raising price.
Some critiés of supply management marketing boards argue that if
coﬁsumérs realized the large direct and indirect costs involved
in preserving supply management, and were able to exercise choice,
they would choose not to pay the cost of supply management. (38)
Otheflevidence suggests that economic analysis is not sufficient
and that consumeré are concefned about industry viability, the
retention of the rural community, and the family farm, and are
willing to pay ib‘ensure stability of supply and food self-sufficienc
for Canada. In Canada, food policy is politically, more than

d.(39)

economically determine Departmental activity is thus

circumscribed.




~

- 42 -

Consumers expect CCAC to be involved in food policy despite
the peripheral legislative mandate it holds in the area. Depart-

mental 6ptions include:

1. Articulation of economic cost/benefit analysis;

2. Determination of consumer willingness to pay for food
self-sufficiency and for the retention of inefficient
producers etc.; and

3. Provision of consumer information on the costs of current
regulatory schemes and on research results of economic
and social analysis of food issues from a consumer viewpoint.
A more direct advocacy stance by the Department in the area of
food policy was attempted in the mid-1970's, and is an option that

(40) Lffectiveness of the diiect advocacy

should be reconsidered.
approach as assessed by senior poiicy officials was that the pfogram
achieved marginal rather than radical gains for consuﬁers. These
occurred mainly through delay and/or prevention of proposed new

controls. Consumer benefit was considered to be positive but

publicly invisible..

6.3 ﬁousing

Often when consumers talk about housing they are really talking
about owning a home. The concept of "housing" must be viewed
ﬁore broadly to includé structures other than houses and to incluce
rental as well as ownership. ﬁecent.consumer concern about housing
has appeared to focus on one issue - price. As prices rose rapidly
in some markets (Vancouver being a prime example), non-homg oﬁners
pénicked fearing gross manipulation by developers or real estate
ageﬁts and seeing a'dream of home ownership vénish. Now hduse
prices are falling and non-home owners and home owners alike are
concerned. The problem is still price. For home owners, the

hoped-for appreciation is not occurring and in some cases home
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owners are burdened with mortgages at values higher.than the
current selling price of the house. For renters, even at lower
prices, ﬁortgage interest ratgs create prohibitive mortgage
carryihg costs and prevent hame purchase. Yet research (41) has
shown that, on average; between 1971-1950, income has risen‘at a
rate higher than house prices or rents and that housing quality
has increasedlover the same périod. The major factor in the cost
of housing has been the cost of money - interest rates. Yet this
is only true within the last few years. Other factors have changed
however. As the quality of the aQerage house increases, consumercs'
expectations rise. Furthermore, it has been found that as long as
éonsumers view their current accommodation as temporary they tend
to see their housing as satisfactofy. -Jf the hope of moving is

shattered by rollercoaster prices, continuing high interest rates

~and uncertainty about future earning ability of household members

due to unemployment, consumer concern over hopsing should be
expected. Whaﬁican‘the Department of Consumer and Corporate
Affairs do? |

While the fédefal government has areas ofAclear jurisdiction
rélating to housing, through Canaaa Mortgage and Housino Corporation,
the Ministry of State for Urban Affairs and through the National

Housing Act and the Canada Building Code, the need fbr»Consumer and

Corporate Affairs involvement is not apparent, nor is CCAC expected
to be involved. Zoning regulation, local building codes and

inspection, rent control and the real estate transactions are

essentially munieipal or provincial matters.
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There are, none-the-less, areas of consumer concern that
might involve,tﬁe Department in reseérch, or in a role as catalyst
in a fédéral-provincial or an interdepartmental setting.(42)

These areas include the need for a more visible central liens
registry andé a.more sﬁandardized transaction prdcess across the

provinces. Another is the need for revision to the Interest Act

to specifically address the use of variable interest rate mortgages
to ensure fair bargaining beiween mortgagor and mortgagee. The
third is the need for the development and provision of information
that encourages home buyers .to shop around for the services of =&
real estate agent, mortgage lender, and lawyer or notary.

A fourth is the prOmotiOn‘of a uniform and universal housinc
warranty program across the provinces with the possibility of
including rental accommodation and existing homes. A f£ifth is

the possibility of investigating emerging consumer needs in the
area.of home upgrading, retrofitting and retrograding to enhance
current aging or obsoleécent housing stock. Ané finally, a sixth
involves an inquiry into the structure, conduct and performance

of the real estate industry.

Area two, revision of the Interest Act, has been under dis-

cussion since 1960 and until recently there appeared to be little
interest in revision by the Départmenthof Finance. The need from a cor
_sumer perspective has yet to be documénted. Area one, three and four,
(l1iens registry, increased information and warranty program) like

most housing matteré are clearly provincial concerns. Federal
involvement could. take the form of initiating co-operatisn between
~the provinces or of pfoviding consumer-oriented housing research

(new house warranties may be one topic to investigate). The fifth
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area (repair and upgrading) might be done in conjunction with CMEC
or the Ministry of State for Urban Affairs, while the #ixth
(industrial organization research) would most likely be an area
for the Combines Inves;igation Branch. Other areas of consumer
concern with respect to housing will be discussed under energy

and under consumer redress.(43)

6.4 Health Care

Health Care is fast becoming a prominent consumer concern.
The rising cost of health care - the major expenditure item for
many provinceé énd the federal government - is causincg public
concern about health care availability and guality of health care
serviges. Medicare, the federa} cost-share program of provincially
administered health care insurance, is supported by most Canaéians
as a necessary and important system. |

The current discussion within several provinces (notatly
British Columbia and Ontario) over health care ratiorning is
causing conéumer concern. With the aging of Canada's population
as a whole, and with rising health care costs, such concerns are
likeiy to grow. There will be public pressure for better buicet
and expenditure justification and for alternatives to current
health care delivery systems, for different services, anéd for
more efficient and effective delivery. The need for greater public
involvement in health care'policies will be felt.

What is the role of the federal government generally anéd of

CCAC more specifically?

While the federal Medicare Care Act (as well as the Hospital

Insurance and Diagnostic Services Act) set the conditions for the

insurance scheme, health care is largely a provincial concern.
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The provincés determine doctor's fees and set hospital budgets.

Thus, the federal governmeﬁt_tole is limited but ho# insignifiéant.
The focal point for federal governﬁent #ctivity is narrow and
consiété of the Depaf;pent of Health Snd Welfare and the respective
committees of the House of Commons and the Senafe. The role, if

- any, of the Department of Consumer and Corporate Affairs is unclear.
This may well be one area where consumer concern must be taken into
account primarily at the provincial level and through the Department
of Health and Welfare. Alternatively, CéAC may initiate a public
policy research program in conjunction with\the Department of

Health andé wWelfare aimed at identifying key demand side issues,
priorities and proposed public policy initiatives. CCAC's
involvement with Energy, Mines and Resources on demand side research
" (44)

in energy consumption might serve as a model. A third approach

~would be to fund a national consumer health care organization or
other public interest groups active in the area of health care.
Related to this area is concern for the regulation of health

care professionals. The matter of federal jurisdiction has now

been ruled on by the Supfeme Court of Canada.(45) Several studies

have discussed the many important consumer interest issues raised

by the practice of professional self-regulation.(de) As on many

other contemporary public policy issues, neither level of government
has taken the initiative in promoting the consumer perspective in
_the matter of professional licencing and regulation. While this

concérn may fall administratively under the corporate side of

Consumer and Corporate Affairs Canada via the Combines Investigation
Act, it seems clear that now that the Supreme Court has made its

ruling in the "Jabour case", the issue should be reassessed with a
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view to future fedéral_involvement. At the present time consumers
feel ineffectual and without an adequate avenue for action. |
Consumer complaints regarding the §rofes$ions are chénnelled back
to the professional'bgdies for action; With a trend to rising
costs and diminishinglmeans, questions of fair pricing, préfessional
qpality serQice, liability for lack of standards of careletc. will
be of greater consumer concern.

Nutrition is ahothér health-related'éonéumer interest area.

It has been discussed under section 6.2 Food.

6.5 Telecommunication and Computer Interface

It is generally agreed that electronic traﬁsaction in the

afea of finance, information and entertainment will create a new
environment for consumers; With the p?omised benefits, disbenefit§
or costs'are anticipated. Yet no one knows the specific directién
or shape of change now made possible by micro chip technology that
has enabled fusion of computers and telecommunications. Rapid
and continuing change in the area of systéms development} soft-
ware design, applications and hardware choice appears to be the
most common prediction. The need for goVernmeﬁt intervéntion is
also recognized, especialiy in the area of industrial development,
~research énd development, regional expansion, foreign trade and
“overall policy formulation aimed at consumer protection and
‘regulationé. (47) |

- The marriage of telecommunications and computers has creatgd
a number of related bﬁt distinct publib policy concerns of particular
concern fo consﬁﬁers. For purposes of discussion they are divided

- into four areas:
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1. Telecommunications/broadcasting interface;
2. Post Office and mail alternatives;
3. Electronic market exchange transactions; and

4. Information exchangé.

6.5.1 Telecommunications/broadcasting interface

The Canadian'Radiq-Television Telecommunication
Commission (CRTC5 currently regulates both broadcast and tele-
communications in Canada. In the case of telecommunications
and to a certain extent in bfoadcasting, the CRTC shares its juris-
diction with the provinces. Two trends are increasingly apparent.
The first is the trend toward more provincial involvement in

broadcast and in telecommunications.(ds)

Second, the difference
between broadcast and telecommunications is becoming less distinct
as satellite transmission is usecd, as ndn-broadqast, non-program
services are offered via cable, and as consumers and businesses
acquire their own telecommunication terminal egquipment, computers
and modems that permit the creation of private voice/data

communication systems, Consumer issues lie in such guestions as:

1. Where does legitimate telecomnmunications monopcly
end and the role of private market begin?;

2. What is the extent of cross-subsidization between user
groups and to what extent should cross-subsidization
(if any) continue?;

3. Where does the consumer interest lie in issues of
cultural identity and the viability of a Canadian
artistic production industry?; and

4. Where is content regulation necessary and appropriate?
These issues have beén debated before the CRTC. Consumer
input has come from consumers organizations (largely funded byA
the Deparﬁment'of Consumer and Corporate Affairs) and from

the Director of Investigation and Research.
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Activity has focussed primarily on the telecommunications

side. (49)

The need for research from a consumer perspective
appears to lie in the following areas:

1. the impact of local measured service for tele-
communications;

2. the determination and regulation of quality of
service (telecommunications and broadcast);

3, the issues of access, choice, cost, and foreign
operation in Canadian cable systems;

4, consumer willingness to pay for Canadian content,
broadcast variety, non-broadcast services and
information; and

5. efficient and equitable pricing for satellite
channel capacity.

While the Department of Communications and the CRTC
both fund research, the Department of Consumer and Corpcrate
Affairs might consider doing its own résearch in the area, or
working with other Departments to promote consumer-oriented
research directed to current public policy issues in the area of
telecomnmunication and broadcasting. This area is one where it
is anticipatecd consumer impact will be substantial. The Depart-
ment of Communications is largely concerned with the industrial
development, region development, technical and internatioral

(50) while the CRTC seeks to determine

aspects of ;ommunicétiOns,
the public interest from a'variety of special interest representa-
tions. The Department of Consumer and Corporate Affairs may well
find a useful role in this area of rapid structural change

through funding groups, perfbrmancé of direct advocacy activity
before the regulatory body or on interdepartmental technical or

policy committees, and in public policy-oriented research.
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1

“6.5.2 Post Office and Alternative Mail Systems

With the advent of Satellite teéhnology, electronic mail,

’ even-electrénié mail without the benefit of a post office, is

both possible and feasible. The use of electronic data trans-
mission on a direct line or "store and forward" basis is available
through CNCP and the telephone system.  Business infbfmation
networks for a single company or on a time/Share basis are now

in operation. Consumer interest in this area includes:

1. How to measure and ensure the quality of perséhal
first class mail service; '

2. How to price mail service and how to ensure efficiency
and innovation in service offerings; and

3. How to provide maximum benefits of competition without
jeopardizing universal postal service to 1nclV1dua1
consumers: and small business.

The Department of Consumer and Corporate Affairs has
not been involved in the area of postal service. Perhaps this
positioh‘should be reassessed (refer‘alsb to discussion‘under

Crown CorporationS). The Post Office has just proposed (June

1982) a very comprehensive definition of "letter" that, if adopted,

may restrict the options of consumers and business alike and may

.lead‘to inefficiencies¥and stifle‘innovaﬁion. While this may be

a significant proposal in its own right, its real significance,

it would appear, lies in its foreshadowing of the nature of future

consumer issues in the area of electronic mail and other electrenic
transactions. That is, that potential consumer. benefits offered
by new technolegy may be circumscribed by restrictive regulation

to pfotect current industry investment and spheres of operation.




Department options in this area include:

1. Research on current post office operation, efficiencies,
guality of service, comparison with other svstems; (51)

2. Monitoring of consumer use of alternatives to the post
- office;

3. Co-operation with the Department of Communication in
identifying consumer issues and in performing research
aimed at public policy implementation; and

4.'Engaging.in direct consumer advocacy either through
use of Department Staff (perhaps Restrictive Trade
Practices) or through funding consumer advocacy.

6.5.3 Electronic Market Exchange Transactions

Consumers are already expressing concern about electronic

transactions. The most basic concern involves the change in

market transaction processes. Change, whatever its nature, is

usually accompanied by apprehension and resistance.
The most prominent near-term change will involve financial

transactions - a move toward the ﬂchequeless/cashléss society"

. . . 52
Consumer concerns in this area include: (52)

1. legal "proof" of transaction;

2, record keeping (the ability of consumers to keep
records easily and the accuracy and availability of
institutions' record keeping of personal files);

3. reversibility of transactions including both
ease, and the guestion of liability; ‘

4. the effect on consumer cost sensitivity and ability
~ to budget;

5. privacy, 1nc1udlng collection and exposure of personal
- records and the use of accumulated transactional data
for private gain;

6. fraud, errors and malfunctioning, including particularly
" the issues of prevention, liability, onus and restitution;

7. options to electronic transactions; A

8. degree of centralization and control of systems;

9. the distribution end quantum of costs and benefits; and
10. the regulatory regime, if any.
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The loss of "float" or the time delay value attributable

" to the current lag between cheque or credit card purchase and

- actual payment of funds has been raised as a consumer Concern.

Certainly those consumers who now pay by charge card will be worse
off with electronic funds transfer at point of sale. Other
consumérs, those paying cash)_will benefit from no longer sub-
sidizing-qredit of checgue Eustomers. The net eftfect should be
2ero and therefore positive, as it eliminates a source of cross-
subsidization.

It appears tha£ consumer concern is well warranted
generally, not because electronic funds transfer raises many
uniqﬁe and urgent public_policy.questions, but because the effect
of widespread use of electronic funds transfer (EFT) may not be
well handled (manéged) and will exacerbate current legislative
deficiencies in the area of credit transactions and privacy. If
the attitude of American bankers is parallelled by that of Canada's
bankers, there will be a push to allow competition to determine the
handling of liability, error correction, reversal of trahsactions
(53)

and the distribution of debit cards. Consumers

are becoming increasingly critical of bahks and banking policy.(54)
A laissez-faire attitude in the determination of debit cargd

consumer policies is unlikely to be tolerated by consumers. At

a minimum consumers will require for debit cards the same protection

afforded under provincial legislation for credit cards. TFurther-
more, there will be pressure for credit-related privacy legislation
and for uniform federal consumer rights for debit cards and

electronic funds transactions. Such rights are likely to include
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‘a reverse onus clause for errors, strict financial institution

liability and automatié transaction reversal in cases of defective
goods or unsatisfactory_?erfprmance. Furthermore, the:e may be
urging by consumers-fo; .systematic and continuous government
surveillance of the development of EFT.

| Although the ﬁajor control of EFT rests witﬁ the'Depart—

ments of Finance and Justice, consumer-oriented input is needed.

With the disbanding of the sub-comnittee on legal andé consumer

aspects of EFT and witb no consumer representative on the Canacdian
Payments System Committee, inclusion of a consumer perspective
seémé to be in jeopardy. A further complication results from the
ambiguous federal/provincial jurisdictional guestion. XA case can
be made for clear federal jurisdiction under the bahking, money
and'telecommunications heads. On the other hané, the role of the
provinces in matters of civil and property rights is relevant to

credit and sales transactions. Where the strict legal separation

of powers lies is not so much a problem in the creation of EFT's

as it is in the pfovision of user rights.

Incentive for ac£ion on behalf of consumers will not
be stfong within the Depaftments of Juétice ané Finance. PRather,
provincial departments of consumer and éorporate affairs along
with the federal Department of Consumer and Corporate Affairs
will feel pressure from consumers to legislate and enforce rights.

The rise and fall of the Borrowers and Depositors Protection Act

and the more recent agitation over price stickers on goods in

(56) shoulé serve as

stores using optical character read devices
relevant case studies to guide strategies for public policy in

the area of electronic funds transfer. Assurance of basic

(55)
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. information, privacy rights and effective and timely redress
appear to be of primary importance. This may be an area where
co-operation with'industry (manufacturing and consumer financial

services) and consumers may be fruitful.

6.5.4 Information exchange

L Thg role of information in employment situations anc in
everyday living is'ackhowledged to be of increasing importance as
the offerings of goods and services becomes more complex, as
change occurs Wiﬁh gfeater frequency and as government, business,
and personél activities become more interrélated.

The two major concerns of consumers regarding infor-
mation are variety (with respect to source, type of information and
medium) and accessibility (ease, cost; ahd availability).
Consumers seek a variety of opinions and sources of information
via a range of channels. As consumers segment themselves into
more highly differentiated markets tﬁere is a need to ensure that
maximum choice is provided. Choice could involve, types of infor-
mation; sources of information and vehicles of delivery. Current
public debate onvconcent:ation of mass media and on guestions of
créss.media ownership and editorial control seem to contain an
element of "consumer interest". What is the best way of ehsuring
that the consumer receives variety in news (information and
opinion), from a variety of sources? Up to now activity on these
issues has been pursued by the Director of Investigations

and Research. Are there other avenues? Is there neea

for research into consumer opinion and behaviour with respect

to mass media content, cross media ownership and industrial

concentration? (57)




- 55 -

Telidon raises other information concerns. While no
one is enfirely'sure if, or when Telidon will be as much a_éart
of home life as the telephone and télevision, there is already a
concern aboutithe source and variety oflinformatiOnjavailable.
Information has public goods cﬁaracteristiés. This means that
some types of information will tend to be underproduced. Such’
information could include generic shopping information, indepehdent
product and éervice test results, self—help‘information and
factual inférmation. This does not mean that such information
will not be produced, only that the tendency is that commercial
concerns and information promotional needs may dominate.(ss)
Furthermore, if there are substantial economies of scale associated
with the generation of information fo:’videotex use, the problem
of "variety of sources" will arise. |

With the high level of federal goverrment involvement
in Telidon jt seems reasonable that, at a minimum, the Department
of Consumer and Corporéte Affairs would need to monitor the
development of telidon to ensure thaﬁ consumer needs are taken
into account in meeting the broader public interest objectives
of Federal Government involvement.

| Pay T.V. as well raiSes,questioné of content variety
and consumer choice. Will Pay_T.Va iﬁcrease the number and type

of offerings to consumers? What will be the effect of moving

~fr6m advertisement sponsorship and individual subscriptiqn to

individual subscription only? Pay T.V. raises too, questions of
accessibility. Will previously "free" entertainment offerings be
provided only on a pay basis? If this occurs,'is the consumer

interest prejudiced? Issues such as cultural sovereignty and
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the viability of a Canadian entertainment industry are more public
policy gquestions where the consumer interest (except in relation

to willingness to pay) is hard to identify. However, on issues

- of program variety and availability, consumer determination of

content, and in matteré of cross-subsidization between categories
of Pay T.V. subsecribers, the Department of Consumer and Corporaté
Affairs may be able to make an important contribution, either
directly before the CRTC, on relevant interdepartmental committees,
or indirectly. through fundihg consumer-oriented groups.

Access to information has been a traditional rallyving
cry for coﬁsumer activists, yet experience in the United States

suggests that their "Freedom of Information" legislation primarily

benefits business and is much more costly than anticipatecd.

Canada has just passed its Access to Information Act. Will

consumers benefit from this new piece of legislation? How can
consumers use their(new rights of access to enhance the position
of consumers generally? How might the Department of Consumer and
Corporate Affairs use the legislation and/or inform consumers of
their néw rights? .Surely new avenues of research will be opened
up, alohg with information useful for consumer decision-making.

‘ With more sophisticated information dissemination
technigues, the question of information disparity is raised.
Already the term “teéhno—peasant" has been used to describe those
not verbally conversant or actively engaged with the computer.
The danéer from the consumer perspective is that there may develop
a privileged information-loaded consumer group and an under-
privileged infbrmation—depriVed grbup. While this disparity

already exists to some extent, the style and rate of development
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of electrohically-based information systems may increase or decrease
the current dis?arity. This aspect of information technology |
should be of concern to the pépartmént of Consumer and Corporate
Affairs. Appropriate gvenueé.for action may include research,
involvement 6n interdepartmental committees (especially with the
Departnent of Communications) and co-ordination of provinéial

concerns and federal interests.

These areas at the intersection of computer technology and
telécommunications are characterized by uncertainty, chance and
by shared juriscictional control, fecderal/provincial as well as
between federal government departments. Icdentification and
.fepresentation of the "consumer interest" will not be easy. It
will mean brealking new ground, securing new information, f£inding
new avenues of co-operation. It may well inyolve simultaneous
activities - providing information, monitoring development,

uncéertaking research ané engaging in direct advocacy activities.

6.6 Energy

It is the sharply rising price of traditional enercy scurce:s
that is causing consumer concern. As household energy costs rise
absolutely, and as a proportion of disposable income,
energy will continue to be an important consumer issue. Methocs
of cost-effective energy conservation, alterna;ive energy sources,
and cost/benefit ;alculating for one energy source over arother
are curreﬁt consumer queStions. While energy issues that result
in public controberSy over pollution or the use of nuclear mater-

ials will, in all likelihood, persist, it appears that the strongest
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and most direct "consumer" concerns will focus on the decisions
for choosing energy sources, for retrofitting homes and auto-
mobiles, for changing lifestyles‘related to energy consumption
(coping), for approving new energy-éapacity, for energy pricing
by utilities and for the QOVernment taxation process.

The whole érea of "ehergy" is very encompassing. Current}y
energy is the special concern of Energy, Mines ané Resources.
Recently, however, the Cabinet is takinc a direct interest in
energy matters and energy policy is mcre a hich-profile federal
governmert package of initiatives of major national implicaticns
and less a. product of the bureaucratic manacement of Energ:,
Mines and Resources. With the increased pcliticizaticn of enecrcav,
the pubklic policy input of any particular federal gerrnment

o ‘
(52) It mav not evern

department is not necessarily determinative.
be requi;ed‘ér desired. Any -activity ir this areaz, ther, by CCAC
and other departments‘must be well-chosen.

The Department is currently engaged in corsurmer-oriented
energy conservation research. This proaram, estakrlished in 1973,
is part of a co-operative multi-depattmental approach tec putlic
policy-oriented research.. The Department of Consumer and Cerporate
Affairs is providing unique and potentially useful irformation and
insights on the demand side of the enerqgy QUestions.(eo) Most, if
not all, of the corcurrent research is supply oriented.

Like manyxother issues of direct and specific interest to

consumers, the most vital questions of public policy in the enercy

field are provincially determined. Thus the major capacity
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gquestion and the questions of provincial fuel/energy options
available fof household consumptionAare decisions of'provincial
utiiity boards or provincial cabinets. Energy utility priée
structures are also set provincially; Thus the basic choice
parameters are drawn by the provincial government. Is there a

role for Consumer and Corpotate Affairs Canada? The answer appears

‘to be more politically than substantively rooted.

Assuming that the Department wishes.to be inveclved in some
way in fuel choice, capacity, price structuré issues, wﬁat are
the options? One possibility woula be for CCACIto engace in
evaluative research, analyzing past public policies to check

effectiveness with original objectives. The Department may also

_sponsor contrqlled and managed voluntary alternative price-structure

experiments among selected populations. Other research projects
could be developed by the Department on its own, or with the

(61)  ppe possibility of

assistance of the provincial governments.
fundihg consumer groups interested in pursuing energy issues at é
pfovincial level‘is a second basic strategic approach.

At‘the present time the Department's research on‘energy
focusses on eneray consumptibn/conservation attitudes and behavior
and on the effectiveness of alternaﬁive public policecy instruments
in éltering consumption behavior. A very Simplistic sunmary of
current findings indicates that price anc information on price
along with eaéy-to implement incentives and low energy consumption
standards for automobiles, appliancés and housing are importqnt

variables in determining actual energy consumption patterns.(ez)
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Consumption, it has been foﬁnd, tends to be positively related to

income,.but actuai household consumption patterns (auto, vs. space
heating,'vs. leisure consumption) vary among specific energy-use
lifeStyles.(63) Perhaps it is now appropriate to experiment with
public policy programs that attempt to reduce energy-use by selected

groups. This research may well need to be preceded by evaluation

- studies on current government conservation programs, CEIP,

Enersave and Energuide being three examples. This seems to be

particularly prudent in light of the unexpected catastrophe - UFFI

'~ problem encountereé under the CHIP program. Furthermore it may

be easier -and less riskly to design anéd carry out an experimental
program on a co-operative basis with EMR or CMHC than to attempt

to initiate a permanent or universal pfogram. This suggested
avenue for action by the Department iﬁ no way implies that research
should cease. Because the Department is one 0f a very fev encaged
in consumer-orientec demand side issues, the Department will

undoubtedly be looked to for relevant and up-to-date informatior

and research as a foundation for future public policy. Information

strategies, intervention programs and consumer behavior, marticularly
trade-off decisions will be even more relevant as times oI escalating
energy costs, economic uncertainty and income and resource constraints

make the tolerance for errors very low.
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6.7 Import Policy

Two areas within thé Department of Consumer and Cbrporate
Affairs are active before the Tariff Board, the Textile and Clothing
Board and the Anti-Dumping T;ibunal; They are the Restrictive
Trade Practices Commis;ion and Policy Reséarch, Analysis and Liaison
Branch through the Policy Co-ordination Bureau. Studies done
within the Department indicate that the consumer cost involved in
restrictive tariff and quota policies outweichs the industry

benefits up to 10 times over . (64)

The Consumers'

Association of Canada (CAC) has argued for less

restrictive tariffs and quotas for textiles and footwear. CAC's
position has been strong nationally but nét universally accepted
within the provincial ané local CAC membership. While the consumer
cost impésedAby restrictive guotas ié high relative to industry
benefitq neitﬁe: CCAC or CAC has had an outstanding recorc of
success in their interventions on impqrt issues.

Relative to more localized and isolated non-systematic

inequities experienced by consumers in day to day transactions,

‘the cost benefit ineguities of import policies are more icdentifiable,

syétematic, gquantifiable and‘open to efficient and effective public
policy rectification.(GS) Tariffs and guotas are ;n obvious

target for federal consﬁmer representation from a theoretical and
substaﬁtive perspective. Tariffs and bbrder protection, however,
have been active public policy issues since Confederation. It
seems unlikely that the classic trade-offs between industry jobs
and consuner interest or regional development and efficient markets

will ever be resolved.(GG) The debate will continue.




as to be "not a further loss".
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Three qﬁestions remain. One, will the consumer interest be
represented? If the answer is yes, the next question is how?
'Prothe:oe (1980) has written a well-researched but devastating
analysis of the role of the Department of Consumer and Corporate
Affairs and its major client group, the Consumers' Association of
Canada, in the area of trade-policy. The Department's and CAC's
aprroach to trade issues is‘perceived to be dogmétic and biased.
Its opinions are therefdre~discounted by the many other more
influential‘departments and, moreo&er, its opinions are not soucht
in instances where a "friendlier" and more sympathetic denartment
might have been invited to barticipaté. Limited expertise, lachk
of consﬁmer support and high ministerial turnover have further
hampered‘the Department according to Protheroe. 1If Protheroce's
analysis is accepted, there are obvious avenues for improved
effectiveness. . Yet Protheroe himself does not appear to holc out
hope for a strong and influential position for CCAC in trade
guestions. The process is highly political. Thus, any gains
macde on behalf of consumers would, in all likelihood, be marginél.
A gain may be simply retention of the status quo or a soltening
of a strongiy protectionist policy. A cain may be so invisible
| (67)

This raises tﬁe third question. If trade issues are to be
pursued by Consumer and Corporate Affairs, and if a more effective

strategy is identified and adopted, will activity in this area

"be justifiable politically? Consumers are not marching on Parliament

Hill demanding fairer trade policies. While low income consumers

'often stand to gain the most from more liberalized trade, they are

the least likely group of consumers to demand action. For the
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majority of consumers their producer interest usually outweighs
their consumer interest when there is a short run trade-off between
lower prices and jobs. Furthermore, consumers are more concerned
with domestid matters, such as promoting health and safety, product
standards and packaging and 1abe11ing (all potential barriers to
trade), than with international and macro-economic questions.(GB)
Can CCAC get support from consumers on trade issues? ?erhaps

more importéntly, can CCAC justify expenditure in an area of
consumer advocacy without strong "client" support and without

any (at least short run) prospect for guantifiakle ané_identifiable
(69)

results?

The bottom line is, trade issues are an important consurer

<

‘concern; the substantive issues are real, but it is unlikely that

the Department will receive public pressure to act in the consumer

interest on tariff and quota guestions.

Issues of nonrtariff barriers and of domestic or inter-
provincial barriers to trade have not been raised. This is not
becausé theyvare not relevant but bnly'because so little is known
about them, and given_the potential for progress in the more
conventional areas, these other two might'well-be considered

positively-as "avenues for future research“.(7o)




The inclusion of Crown Corporations

6.8 Crown Corporations

(71) in a list of consumer

issues stands out as a novel concern. It is included for a variety

of reasons. They are:

1.

Consumers are increasingly aware of and concerned about
government involvement in what was previously the private
sector, '

‘Consumers are purchasing goods and services from crown

corporations and, in some cases, are paying taxes to
subsidize the operation of public corporations.

The number of crown corporations is growing (72) ané the
current absolute employment level of crown cormorations
compared to the public service sector and to the relevant
industry is substantial. (73)

The role or objective of crown corporations is expancing
from the provision of essential economic infrastructure
to state-to-state trading, to the extension of Canadian
ownership within a key industry, to maintenance of

.regional employment, and to the extension of provincial

control over their respective econonies.

There has been continuing concern over the internal and
external accountability of crown corporations and their
ability to balance the private corporation profit objective
against the public mandate to fulfil a national social
objective. (74)

Crown Corporations are involved in a number of important
consumer sectors, transportation, communications, financial
markets, and energy. The role of public enterprise in
each of these sectors is important.

Tupper and Doern (1981) describe the process of exercising

control over crown corporations, as a struggle between corporations,

- government and concerned interests. The inclusion of crown corpora-

tions in the list of consumer issues suggests that consumers are

one of the "concerned interests". The difficulty, of course, is

to further refine the nature of "consumer interests" in the public

policy issues concerning public enterprise.
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In their summary paper, Tupper and Doern (1981) attempt to
draw broad generalizations and conclﬁsions from the series of
studies in their book. The most generalizabie nbtion is that
crown corporations are extr;ordinarily unique; that generalizations
are exceedingly diffiéult and that most crown corporations live
in a state of constant ambiguity. There are, however, fairly
clear public policy issues that continue and that will recguire
attention in the future. These inclﬁde:

1. Questions concerning the balancing of profit and national
interest objectives;

2. The relationship between crown corporations and privatc
corporations; and

3. The privatization of public enterprises.
In addressing the "profit vs. public policy" trade-off issue,
the Royal Commission on Financial Management and Accountakility

recommended four essential elements for improved accountahility

(75)

and better management. The four aspects to enhanced pullic

“ancd internal accountability are: a clear statement of task arnc<

objectives (mandate); use of a Corporate Strategic Plan and
Ministerial Directives (direction); Government approval of capital
and operating budgets (control): and‘incréased rerortinc to Beard
of Direétors and to Parliament, includinc a once every 10 year
Pérliamentary review (reporting and evaluation). The question of
direct compensatién té crown corporations for pursuing prefit
reducing public objeéti#es is another aspect of the proiit vs.
public policy trade-off debate. VYet before these sub-issues of

accountability and compensation are considered the primary question

that needs to be addressed, is whether or not a crown corporation

is the most appropriate vehicle of government intervention.
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Public enterprises are not usually monopolies, rather‘they
are one corporainn among several. Is this form of industrial
structure harmful or beneficial from a consﬂmer perspective?
What is the effect on price, quality, variety of offering,
innovation, efficiency etc? Should Crown corporatidns have for-
profit-only subéidiaries? These are ﬂust some of the guestions
involving the public/private‘interface.

Privatization has been announced with respect to Canada
Development Cdrporation (CDC). Petrocan was threatened under the
.Conservativg goﬁernment. The B.C. Government has privatize?
crown corporations using B.C. Resources Investment Corporation
V(BCRIC). LHow are consumers' interests affected by privatization?
When is privatization a géod public policy option? Can crown
corporations parfially privatize?

From a consumér'perspective, corporate survival guestions
involving Air Canada and Canadian lational will likely ke at
issue, as will the gquestion of profit oriented subsidiaries for
these same two companies. The routing, pricing structure, and
continuation of VIA Rail will continue to engage consurer
attention. As well, the Post Office and its operations will be
of considerable interest to Canadian consumers. These specific
examples are raised as possible areas of interest for a federal

department of consumer and corporate affairs.(76)

There are others,
for example, the possible creation of a second "CBC", the operation
of Atomic Energy of Canada Lﬁd., the creation and operation of the
‘new Crown corporations formed as a result of the National Fnergy

Program and the establishment of CDC Ltd. All of these just listed,

appear to involve citizen concerns more than consumer concern and
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will likely inCorpora:é very wide-ranging politicai objectives
outside:the direct interest of the bepértment. What is clear,
however, is that Crown corporations will be on the public policy
agenda in the years ahead and that the issues raised will be

of significance to consumers.,

6.9 Transportation

Transportatlon is an extraordlnarlly important sector in
the Canaclan econor).; This is due primarily to Canada s exparsive

geocraphlcal area, relatlvelv sparse populatlon and concentrati

9

of hatitation close to the 49th parallel. Movemert of goods and
people constitutes a sizeable percentage of Canada's gross domestic
product. (The Economic Council (1981) estimates 5.4% of GDP, not
including private auto passenger travel, estimatecd at 85t of auto
travel, anéd private trucking,'estimated to exceed the value of
"for hire" trucking.’. Transportation includes air, rail, bus,
truck, urban transit, taii and water transport. All seétors are
heavily regulated, although the extent of regulétion ané the
régulatory authcrity‘vafies.with the transportation mocde and the
nature of the carriace =- intra or interprovinqiai, passenger vs,
freight, bulk vs. packaged etc. This secﬁion will focus on four
areas of consumer interést in domestic tranSportation issues.
They are:

1. Domestic airline passenger travel;
2. Interc1ty domestlc passenger bus serv;ce,'

3. Passenger rail service. and commodlty pricing agreeﬂents
(Crow Rate); and

4..Interprov1nc1a1 trucking, including the movement of
household goods.




These areas are chosen because of their particular importance
to consumers and because of their long standing,_yet.current
nature. Within the Department of Consumer and Corporate Affairs
tfansportation issues have been a concern of the "corporate" side,
mainly because the undérlYing issue has been the nature of the
competitive environment. The applicability of this discussion,
therefore, to the "éonsumer" side of CCAC's activities will have
to be Weighed carefully. |

Trénsportation is heavily regulated, and the federal govern-

ment is directly involved in all transportation sectors, via Crown

(77)

corporations. Contemporary research has concluded that

regulation in the transport area is working against the interest

of consumers, and even against the long run interest of the

(78)

specific mode sectors themselves. The general conclusions

‘suggest:

1. that the current level of regulation of transportatior
is excessive and without economic or social justification
and its effect is anti-competitive;

2. that the independent forces of "free enterprise" anc
competition have continued to create new and innovative
transportation options. These new developments have
usually lead to an increase in the level anc purviev ol
transportation regulation in an attempt to recularizc
and control new competitive forces;

3. that the regulatory apparatus that controls trans-
portation is not designed, nor does it operate to
encourage intramodal efficiency or intermodal competition
(in fact, substantial levels of inefficiency have been
identified); and

4. that the regulatory process both at the fedegal_and
provincial level is inadequate both substantively and
procedurally. '




p:

6.9.,1 Air

Turning to the specifically identifiéd consumer issues,
Kane (1980) has documented significant gains for consumers (and
business) in the domestic paésénger air service sector that have
been realized as a result of service differentiation and price
competition. Furthermore, it has been acknowledged by the airline
industry that the rélaxation in fare structuring has allowed the
industry to capture new markets and to utilize excess capacity
_while, at least, covering maﬁginal costs. Consumers have saved
millions of dollars as the proportion of domestic flichts subiect
to discounts increased.froﬁ 0 in 1977 to 10% in 1978 (versus 3C¢
in the United States)..(79) Inits final report of the Regulatory
Reference, the Economic Council of Canada (1981) came out clearly
in favour of continued reduction in price entry and route regulation
-0f the domeétic passenger air industry. Despite the evicdence
of current experience, in the fall of 1981, Transport
Canada issued its "Pfopcsgd Domestic Air Carrier Policy".
Not only did it ignore charter flights (an increasing proportion
of revenue passenger miles) but it proposed a complete reculatory
scheme for the di?ision of air traffic throuchout Canada based solely
on current carriers and current technoloay. If adoptel, the schere
~would determine price, entry/exit, flight length, aircraft tech-
nology, number of eacﬁ class of carrier and area of flicht
operations.' The Parliamehtary Standing Committee on Transpcrtation
reviewed the "Proposed Domestic Policy" and came out clearly in
favour of incredsing the opportunities for competition within the
airline industry. The outcome of this debate is yet to be deterrirneci.

Clearly there is a consumer interest to be upheld. This will be 2

highly visible issue and one of considerable consumer interest.
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6.9.2 Bus

Reschenthaler (1982) has made a very convincing case
for the "deregulation" of domestic intercity passenger bus service.
According to Reschentpaler, current regulation is passive with
IIESpeCt to rates (fares), non-participative generally, barriers ﬁo
entry ére absoiute,-ané bus fares are inflated (on a cost per mile
basis) ané result in supra-competitive prices. The situation he
describes is rqugbly analogous to that of the domestic passenger
air service prior to the introduction of Domestic Advanced Booking
Charters in 1978. 1If, indeec, Reschenthalcr-is correct in his
assessment, relaxed regulation allbwing.increased.competition in
the passenger bus ihdustry could bevrevolutionary from a cornsuner
perspective. Lower bus fares would primarily benefit low and
middle income consuriers. The public generally is very price
sensitive when it comes to travel expenditures., It mav be
anticipated, therefore, that reduced fares would increase bus
travel through creation of new demand as well as through substitu—

tion for private auto and rail travel.

6.9.3 Rail

Discussion of rail passenger service is related to fhe
previous.discussion'on bus transportation. RESchenthaler (19815
’cites evidence to sugcest that the long run viability of rail
passenger service (without capital investment ip exclusive
tracking and fast trains) is limited at best. His answer to both
the economic problems of VIA Rail deficits and the social problen
of braﬁch line ;bandonment isvto-allow for a gradual relaxation

-in the regulation of the passenger intercity bus industry.
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Certainly, passénger rail service is a very important consumer
issue, espeéially for thoée living in the Prairie and Atlantic
regions. There is 1itt1e.public information on fhe operations of
VIA Rail, and the‘regulator& environment is not open to informed
public'participation.' A further matter of concern related to

rail transport, is the proposed changes to the Crow rate. This

is a less obvious but no less important transportation issue for
consumers. Like the VIA Rail issue it suffers from a general lack
of public understanding. At the very least it would appear

prudent for a department of consumer affairs to exanire the

proposed changces to ensure that the consumcr interest has been

fairly represented in the new policy, ancd that there is provisiorn

for cdetailecC monitoring of the change occasioned Lty the new

policy. It appears from current discussion orn the Crow rates,
that farmer, industry, rail and government irterest (not ccnesurer

interest) are the ones under scrutiny.

6.9.4 Truck

Except in the area of houschold goods noving, consumors
are not generally aware of, or concerned. ablout, for hire truckirc.
Yet justvas the adjustments to the Crow rate will have widespread
"consumer" effects, so too does trucking affect consurers.

Skoulas (1981) demonstrated that transportation costs constitute
a significant proportion of production costs and that tooether
with the éizeable, but less significant distribution costs,
transportation costs overall constitute a significant portion of
consumers " pricé for domestic and export goods. The Economic

Council of Canada (1981) estimated the direct cost of applying
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for new "trucking" licences ahd of opposing the applications of
potential competitofs to be $40 million per year. The indirect
costs wére listéd; and‘included; reﬁuced opefating efficiency,
higher costs, more idle capacity, and inefficienf routing.

To'the eﬁtent that tﬁis regulatoty burden can be removed from

the trucking industry, consumers will benefit.(so) The visibility
of any action in this direction will be almost zero, despite the
very real potential gains for consumers and business alike. More
visible are actions related_to househbid goods t:ans?ortation.

The Canacdian Conference of Motbr Transport Administrators have
devised a revised common bill of lading that incorporates a
nﬁmber_of consumer concerns. Most provinces have adepted this
code. The guestions now from the consumer perspéctive are; Is

the code being adhered .to?, Do consumers benefit from the inclusion
of new rights?; Are there unforeseen costs or benefits resuiting

from the use of the code?; and, Are further changes warranted?

This, then, is a quick sampling of the type of consumer concerns,

both latent and apparent, that reside in the area of transportation.
From the perspective of a aebaftment of consumer affairs, trans-
portation issues bear many similarities to agriculture/food issues.
The structural, procedural and substantivé aspects are somewhat 
anaiogous; The Department; then, might well consider 'togethér
future activity on 5éha1f of the consumer interest in transport

and agricultural matters.
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6.10 Consumer Redress - Restitution and Deterence

Questions and problems in the area of consumer redress have
beén important to consumers since buyers and sellers began
operating in an exchange system. The problem, tﬁerefore, is not
neﬁ but its urgency aﬁpears to be.

As Canadian consumers live in an increasingly complex
industrialized economy, as more and more products and services
from both public and private sources are offered to mass markets,
as buyer/seller/prbducer relationshipé become more attenuated and
impersonal, and as market actors organize into corporations,
tfade associations, labour unions and public enterpriseé to make
market transactions more efficient and less risky, consumers need
new avenues for red:eés. The type of market failures that may be
prevented, or compensated for throughAcohsumer redréss mechanisﬁs
include: product iiability causing physical injury and damace
suffered by other property; breach of contract or warranty
causing economic or other loss, and/of physical injury. The whoie
area of fraud has been omitted from this discussion. Currently
the Department inépeéts mahhfacturing and retail outlets to ensure
complianée with federal consumer protection legislation., The
primary purpose of such surveillance is deterrence. The fact that
several hundred or severél thousand consumers may have suffered
money loss (usuaily small on a per person basis) is not at issue.

(81) are consumers compensated for over-

Only in a few instances
charée. While this area of consumer redress - for hidéen frauds - is
not explicitly covered in.this‘discussion, it can be seen that more

widely available consumer redress mechanisms, like class action, mar

allow the issue of consumer compensation for fraud to be addressecd

more efficiently and effectively.




"6.10.1 Two approaches to consumer redress

Consumer redreés may be apprdached in two fundamentally
different ways. One may use "justice", or individual case by
case compensation as the priﬁe criteria of action or intervention.
Using this approach, ggvérnmenﬁs, business and non-governmental
organizations have established bomplaint hanédling centers,
mediation processes, quasi-judicial panels, ombudspersons, and
have used smali'élaims courts with or without legal aid or other
assistance offered. The test of success in this approach is, was
the consumer compensated? Did justice prevail? It is usually
~hoped or assumec that if “justice" wins out in individualicasea
the settlements will have a deterrent effect on future activities
or those found "at fault".

The second methocd of approach takes economic efficiency
'as the sole criterion. Rather than a case by case evaluation,
analysis and action are based on aggregated measures of

"collective benefit". This approach recognizes that some consumers

"will not be as well served, but<that these will be few, and that
because the large majority of consumers are well served there

will be a deterrent effect.

While it seems appropriate for a federal department of
consumer affairs to be concerned that both approaches are operatinc
in the market, the focus of'emerging consumer concern seems to
be concentrated on the second approach. This discuss;on, thus,
will address collective redress mechanisms or civil dispute

resolution mechanisms.




[
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Béfore moving to the topic of primary interest, it should
be noted that Consumer and Corporate Affairs Canada
now engages to a certain extent in complaint handling, consumer
mediation, and negotiation Qith manufacturers on speéific consumer
issues. it is extraofdinarily difficult to assess whether such
activity is best done at the federal or provincial level, by
government or other agencies, and if the current level and type
of activities are optimal. The need for one-to-one assistance in

consumer matters is not at questior. What should be questicned

ae

routinely, thouah, is

l. Vhere and for whom, shoulc the services be mest
reacily availatle?;

2., What is the best method or methods of offerinc such
services?; and

3. What is an effective measure of success?

These are imrortant public policy questions, but not ones that

are likely to be raised in the usual public policy rrocess

‘because those potentially most affected are those least likely

to press for government initiatives.

6.10.2 Product liability, consumer product warranties,
class action and recall provisions

There is considerable interest from ccnsumers in the
area of consumer products liability and warranty. Typical consumer
problems arise over questions of product safety and product

(83) 1t is even natural to assume that there will be

durability.
problems. The cost of eliminating all product faillures cue to
physical hazards, misperception or misrepresentation would Lbe

prohibitive., The two major issues to be resolved are:
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1. What type and level of failure is acceptable?; and

2. What shall be the dlstrlbutlou of costs and risks
involved in failure?

What consumers are demanding is that the government
sanction & shift in the present system of allocating>costs and
risks in the area of product liability and product warranties.
Currently the costs and risks are falllnc 1arge1" on consumers.
Three broac regulatory alternatlves form current consumer demancs
in this area. They are:

1. Direct reculation of procduct or processing,.for

example, product standards and process or operations
licencing:

2. Information and ecucation procrams aimed at consumers
and business, and including publication of non-
compliance, horror stories etc. (84); ancd

3. Regulation to redistribute risk, loss and richts. of
action, for example, mandatory liakility, insurance
schemes, class action an@ recall provisions.

This discussion will focus on the thiré alternative. To a lirmited
eﬁtent the first approach has been discussed under section €.1,
Hazardous products.(84) |
The area of products liabiliﬁy‘and consumer products
warranties can quickly eVOIVE-into a tangle of legal defiritions,
case law'and thorny procedural and_jﬁrisdictional prollens. The
author is not a lawyer, and therefore, for simplicity
products liability will be considered only‘in the
context of injury to person or pfoperty, while consumer warranty
will be viewéd as recovery of damages for anfulfilled economic
expectations or economic loss. Separating damages from losses
»caﬁsedfﬁy the use of defective-goods ané losses caused by the

sale of goods, allows for the discussion of insurance schemes as

an alternative to a doctrine of strict product liability.
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‘Writers in the area of products liability, consumer
product warranty and class action have thoroughly documented
the deficiencies of the current system and have offered criteria
useful for further»re;earch,aimed at designing new 1egislation.(86)
Two approaches to products liability have been suggested. The |
first is a move to strict producer liability. While some researchers
find considerable jurisdictional problems involved with £he imple-
mentation and enforcement of strict liability, others f£iné no

serious long term problems.(87)

The second approach recommencs

a first-party—no4fault loss reparation scheme that wculd be for
the-product-and-leisure-product-related injuries what Vorkers'
Compensation is for work related injuries. It is blaimci trat this
non-tortious, non-litigatious approach would be feasible, more
efficient and more efficacious from the point of view of comcen-
sation and Qeterrence-than strict product liability.(aa) Other

writers have reservations about the deterrent value of either

scheme.(ag)

A variation for both these approacheé involves a
progressive approach - a move first to strict 1iabili£y or no-fault
insurance for personal damages with physical or propertv daraces
“included at a-later date.

Whichever routé is chosen, there is likely to be positive
consumer response and encouragement. There will be, however, a '
need for wide public debate. Therefore good research and continuous
consultation at the federal and provincial level would appear to

be necessary.
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This also seems to be the case for the product warranty
issue. Recent inveétigations in the area of consumer products
warranties have demonsﬁrated.the problems of introducing well
intentioned but inadequatel?\researched legislation that did not .
consider the impact oi the proposed changes, likely consumer
reéponse or the anticipated cost/benefit ratio.(go) Yet the
majority of consumer complaints involving defective procucts
involve economic losses rather than personal injury and therefore,
are compensatable only through products warranty and sale of goéds
law. This somewhat contridictory recognition of urgency, and
warning acgainst an overly zealous and hasty response, has led
Canacdian legal experts to recommenc further pﬁblic policy-orierted
research into the area of warranty and sales of goods reform.
All.cauﬁion‘that the legal (court based) resnonse is insufficient
and suggest that a more comprehensive approach be taken. This
would include information programs, creatior of new remedies
(including class action and dispute handling mechanisns), a
'working toward provincial uniformity and experimentatior with a
variety of warranty offerings (unbundled warranties, puklic anc
private tiered warranties). |

Provincial jurisdiction in the area of consumer product
warranties has not been successfully challenged. This may limit
" the nature of any federal government involvement but will not
eliminate the possibility of a federal role in the area of research
and the development of a joint federal-provincial initiativg toward
uniformity and more efficient and effective warranties. The federal
role in the area of strict liabilityv or in no-fault inéurance to
compensate for product related personal injury would by necessity

be one of researcher and catalyst.
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The provision of class action rights has been conferred
in Quebec. Ontario has just published a Law Reform Cormission
Report on Class Action. While the federal government may still

attempt to provide for class'action in the next round of amendments

‘to the Combines Investigation Act, the constitutionality of

federally conferred class action rights is questionable. To the
extent that class action provisions allow consumers to band tocether
to enforce collectivély that which would be uneconomic to liticate

individually, some of the deficiencies of current redress richts

"ma)y be overcome. It will not, however, change the level of proct,

nor the limitations on who may be sued. Class action may provide

consumers with a useful legal tool to take up questions of wicde-

(91)

spreac economic loss (like the rusty Toré issue). This is

.an area where the federal government‘has not been very involved,

-

preferring to concentrate on areas of safety and hiddern hazards.
Canada has no legislation that recuires manufacturers

to recall defective products once the defect is krown to be a

~potential safety problem.. Canadian consumers, aware o:f the U.S.

recall provisions, especially for motor vehicles ané electrical
appliances, tend to expect the same recali notification and defective
product redress as their-American counterparts. Canadians ¢o

suffer economic loss due to pioduct desian defect, especially

motor vehicle design. While the opering of Elaineville Testing
Center -to the automoﬁive industry for testing purposes nar be
indirectly beneficial to consumers, more direct legislative
provisions for-mapdatory recall of defective products is an importart
consumer concern that would have high visibility and widespread

political support.
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6.10.3 Services

This entire discussion has focussed on goocds, and has
not addressed the question of liability for personal or physical
damage arising from the fulfilment of services or of wérranties
for the service sector; With the continuing rise in the service
portion of GNP, services are becoming an important area ©f consumer
aissatisfactibn. Antoﬁobile, repair, home reﬁovations, and rerairs
- to home entertainment products are hich on the "most freguent"

92 '
(92) Consumer

list of agencies dealing with consumer complaints.
protection for service offerings has not kept pace with £hat
available for goocs. It is alleged that the law with respect to
services dates back to ﬁhe 16th and thh_Centuries vhere tre only
reguirement is that services be performed in a "workmanlike
maznner". 1If there is an action in tort tﬁe doctrine of the Law
of Negligenéé.is aéplied and the question revolves around the
degree of skill or care needed for thé performance of the service.
Here tﬁe onus of proof rests with the complainant (consumer) who
must prove negligence while the supplier proves ‘"reasonatle care".(93)
It is this large, untapped area of consumer recress that will lLc

the most likély target for future consumer demands. It seenms
reasonaktle to'expecﬁ that consumers will want to inclucde services

in any action on 1iability, warranty or class action that micht

be confined to goods ohly.(gq)
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6.10.4 Cohsumer Responsibility

Discussions of consumer redress usually inclﬁde at least
some mention of consumer responsibility. Schemes that compensate
negligent consumers or programs that fail to detef (or even
encourage) reckless consumer behavior are neithér popular nor
pfoductive. The past spate of “"protection'™ oriented consumer
legislation at both the federal and provincialllevels has led
recent consumer writers to a new concern for cecnsumer responsi-
bility.(gs) Davis (1979) discovered, not too surprisingly, that
consumers accept rights with alacrity and responsikbility with
reluctance. Leé (1931) guotes Esther Peterson, Special Assistant
for Consuner AfZfairs at the feceral level in the Ur.ited Eftiatcs,
as saying that consumers can't rely on government anyrore - they
must be more self reliant, more responsible. Lee takes tlis
respor.sibility one step further when he argues for more "ccnsuner"
responsibility in both the roles of consumer and
of producer. Edwards (1981) sets out a hierarchy of consurer
"coping" skills necessary for the exercise of consumer resrcnsilkility.
She relates basic incdividual and household decision makinc shkills
to citizenship skills necessary not only for consumer satisfactiorn,
but for effective public policy makinc. Consumers seen to‘recognize
theif lack of responsibility. XA recent survey done by Sentry
(96)

Insurance found:

1. Consumers agree 2 to 1, that there is enough information
available to make sensible decisions;

2. Consumers acgree 4 to 1 that most consumers Lon 't use the
1nformat10n available;

3. Consumers agree 4 to 1 that many consumer mistakes are
careless; and




- 82 -

4. Consuners agree 5 to 1 that if people are careful and
use good judgment they still get good value for their
money . _ _ .
While these results are for American consumers, a 1980 survey
comparing American and Canadian attitudes toward marketing,

(87)

consumer ism and‘goverﬁment revealed that both Canadians and
Americans are highly skeptical of the markef environment. Loth
feel that despite efforts made to ameliorate the situation,
consumers are being exploited: However, Canadians

expressed more "uncertainty" in their responses and

~felt consumer problems were more serious now than in the past.

Moreover,'Canadians more than Americans felt that government
should intervene directly. Thus there is a paracdexn., Consunmers
reéognize their own poweré of redress, yet cortinue to call on
government to intervene.

| Government responsibility with respect to consumer
responsibility is a paradoxical issue as well, Some‘may arcue
that any government involvement in "consumer responsibility"
denies the objects of the involvemeﬁt. Consumers, mecreover are
not likely to publicly rally for action aimed at increase?
consumer responsibility either by individuals or voluntar:y groups,
or by government action. Still, it does seem that redress rights
ané matters of consumer responsibility must be considered tocether
in arriving at any public policy position.

The entire spectrum of consumer redress issues with their

arrays of public policy options appears to be an area of future

consumer interest. As income concerns dominate, faulty products

or those that result in injﬁry or economic loss will be tolera-

ted less. As consumers turn to repair and rencvatior rather than




procuct replacement,‘redress for faulty or inadeguate services
will become more important. Given Canadian proclivity for turning
to government to solve market problems, CCAC can anticipate

consumer pressure for action in the area of consumer redress.
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7. Summary and Conclusions

"The obje;t of this report is to ideﬁtify emerging consumer
issues and to ahticipaﬁe pressures for ;ction and intervention
likely to be exerted on Consumer and Corporéte Affairs Canada as
a result of future consumer problems and issues. Only "consumer
side" concerns are canvassed. Compétition policy, securities
legislation, pensibns and other traditional "corporate side"
issues are omitted despite their obvious relevance to consumers.
As well, traditional areas of consumer concern such as ; financial
transactions, financial.security, advertising, information,
standards and licencingjénfofcement and consumer represerntation
are not ex?lored.-

The lack of well-designed longitudinal and cress-sectional
studies.on the problems anc attitudes of Canadian consumers has
mace this research‘undertaking eclectic in approach ané non-
rigorous in design. Information was gathered from library research
in a number of interrelated disciplines, and"through intervievs
with consumer experts both inside and outside government. There
was a very genéral survey conducted on recer.t consumer complaints
reéeived by goverhment and not-for-profit organizations, federally
and provincially. As well, current popular consumer publications
were reviewed.

The répért is organized into seven sections. . Sectior one
provides the introduction, ‘including a brief summary of recent
research on Canadian consumer issues and attitudes. Consumer
problems, it has been discovered, are not the misfortune of one
yparticulai_segment of consumers. Particular consumer dissatisfaction

tends to relate to intrinsic product guality or perceived performance.
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Occasions of-financialAloss'or injury tend to result from a
relatively small number of products aﬁd services (especially
services). ‘Consumers have not lost interést in areas of traditional
consumer concern, such as information; educaﬁion and advertising,
but questions of economic survival centering around levels of
disposable income, purchasing power, and employment have gained

in prominence. While Canadian consumers tend to voice their
complaints.via non-goverhmental and non-public.channe15~an6.while

bl
.

Canadians are increasingly skeptical about the atility of oove

s

ment to deal effectively with current consumer cConcerrs, Cénaiian
consumers are more willing than those in the United States to
press for government intervention. Moreover, the |
average citizen, notwithstanﬁing generalized concern -
with the level of government expenditure, is more willin§ than
consumer professionals to prescribe government sanctions té correct
market problems. Volﬁntary action by Lusiness, more vigcrous
consumer redress action, or negotiatéd résponses are actiors
favoured by consumer activists and governmental consurer experts.
Section two sets out assumptions concerninc the'role of a
federal, as opposed to a provincial, department of consurcr and
corporate affairs. The role of consumer-oriented activity bk
government at the federal level is cdnstrained by 1egal.énd
political forces. A federal department can, however, help to
ensure the integrity and fair operation of the marlet exchangé
system, especially in cases of market failure causing consumers
to be disadvantaged. It can identify apd represent that particular
perspective called the "consumer interest". Where it can not act

unilaterally, it can act as a catalyst to provincial initiatives
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aimed to benefit consumers. A general definition of the role of
a department of consumer and corporate affairs is offered on
page 9. |

Section three suggests two frameworks for thinking akout
consumer issues and aﬁbut pdsSible government responses. The
first framework.separates substantive and procedural guestions
and issues with a further division for goods versus services.
This two dimensional issue comparison is.then given a third
dimension - ?ublic sector versus private sector. The second
framework addresses responses‘to cor.sumer issues. It divides
responses into two broaé approaches - "coping" and "redesicning".
While the rest of the report appears to icnore the succested
framewvorks, the framéworks are intended to asgist stratecic
‘planners and policy makers in evaluating and dealinc with the

issue srecific discussions that follow in section €. Sectio

3

siv offers a "smorgasbord" of issues and options without any
recommendations. The frameworks are rresentecd in the hope that
they will serve as tools for decision making (uternsils for
attacking the émorgasbord).

| A survey of observed general environmental trends follows
in Section four. Assumptions outlined in this section uncder the
headings of economic, social, political, regulatory and depart-
mental trends provide necessary background for the discussions
Vthat follow in Section six, on specific issue topics.

Section five surmarizes, first generally, and then mcre

specifically, consumer trends as identified in the literature
review, complaint ahalysis, and interviewing procéss. The naturec

of consumer action involves not only substantive arcuments ar’
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procecdural rights.but, effective action regquires political
suppdrt. Yet the basic nature of consumers hinders effective
consumer-oriented activity. Despite these observations it is
concluded that the consumer movement is not dead,'but is in the
process of transformation. More specifically, the new consumer
era may be more research-oriented and more comfortable in situations
of négotiation and co—oéerative problem solving eariy ir the
.pﬁblic poliéy process. The focus of activity is more likely to
‘be in areas of high collective benefit for consumers cenerally,
ani as‘much'concerned with consumer/govérnment relations acs withk
.consumer/business relations. There will tend to be a focﬁs cn?

l. services - financial, professional ani mecharical;

2. recress mechanisms - class action and injury and loss
liability; : ‘

3. issues involving health and safety, especially involving
chemicals and the use of radioactiive substances;

4. income stability, especially on pensions ancd insurance;

5. concerns related to the interface of telecommunication
and computer technology like privacy, proof of trans-
action, access, choice; anc

6. areas of direct economic regulation such as marketing
boards, transportation ancd communicatiorn tribunals, trade
and tariff boards, and crown corporations (Pcst Office,

N, Telesat etc.)

It is likely that the spotlight on price will move from fool to
enercy and thé costiof mohey. Concerns about informatiorn,
education, inSpection and enforcement will not diminish, but their
fundamental importance will be assumed, as new issues are idertified.
Section six focusses on specific consumer issues. The most
important aspects of each of these discussions is highlighted

below.

1. Hazardous Products - This is an area of increasint consurer

concern. Specific areas of concern involve: in-home fire
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safety and air qguality standards, use of cﬁemicals iﬁ
acricultural processes and in food preservation and
processing, chemical use and storage in the workplace,
and chemical use, sforage and transportaﬁion in populated
areas.‘ It is.anticipated that the public and other
government departments will look to the Départment of

Consumer and Corporate Affairs for "expertise" on the

‘consumer impact and on consumer attitudes and behavicrs.

Food Issues - Althouch food issues are not as salient

noﬁ as energy, inflation and interest rate probiens,

food will be a contihuing consumer concerr., ané one irn
which consumers will exﬁect.the Department to be ihvolved.
The most pressing consumer topics in the food arca

involve nutritional labelling, the industrial organization
issues of the processing distributing and retéiling sector
of the food industry and supply management marketing
boards. ﬁhile grading and labelling and activity in the
area of nutrition are not unimportaht, only a major
degradation of current Departmental activity would triccer
widespread consumer concern for the former. 1In the case

of nutrition, the activity‘of the Department is ver:
circumscribed. A key dilerma faced by the Department with
respect to food is to determine the merit and'defensihility
of engaging in an area where major consumer gains are

largely invisible and preventative rather than proactive.

Housincg - While consumers are concerned about the cost of

housing, consumers do not expect Consumer and Corporate

Affairs to be involved in housing issues. The most likely
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avenues of Department involvement would be in.the area of
consumer oriented research (in renovating,'upérading and
retrofitting homes and in energy use), or in a role as a
catalyst in a federal-provincial or an inferdepartmental
setting on issﬁes such as a cen;fal liens registry, a
compreheﬁsive'housing warranty schemé or an information

program on housing transactions costs.

Health Care - Health care is fast becoming a prominent
consumer concern. Becauseithe delivery of health care

is almost entirely a provincial ma*ter the rolé of the
Department is unclear. Opfions-include; initiating a

puktlic policy research prograrm in conjunction with Health
and Welfare Canada to identify key demanc side issues
(especially the matter of professional licencing anc
regulation), and fundinc a national health care érga:izatioﬁ

or other broadly focussed puklic interest groups.

Telecommunication and Computer Interface - Discussiocn in

this sub=-section is broken into four parts; the tele-
communication/broadcésting interface, the Post 0DIfice énd
mail alternatives, electronic mé}ket,exchange transactions,
and information exchange. These areas at the intersection
of computer technology andAtelecommqnicatiohs are
characterized by uncertainty, change, and by shared
jurisdictionél control. Ideﬁtification'of the consumer

interest will bé challenging. It'will_require‘breahing

-

new ground, securing new information and finding new
avenues of co-operation. In the telecommunication/broad-

casting interface, consumer issues involve such cuestions as:
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Where does legitimate telecommunications monopcly
end and the role of private market begin?;

What is the extent of cross-subsidization between user
groups and to what extent should cross-subsidization
(if any) continue?;

Where does the consumer interest lie in issues of
cultural identity and the viability of a Canadian
artistic production industry?; and

Where is content regulation necessary anc appropriate?
The Department may find a useful role in this area cof

rapid structural change through fundino groups, performance
o direct advocacy activities before regulatory bolies cr
on inter-departmental technical or policy comnittecs, and

in public policy research.

The Post Office, now a Crown corporation; is a tarcet of
consuner concern. There is a fear that the potential
benefits available to ordinary consumers as a result of
the "information transmission revolution" may be curtailec
by restrictive regulation. The Department has severzl

options for action in this non-traditional arena.

Consumer concerns irn the area of electronic market exchange

transactions are many, and althouch the specifiic concerr.

mn

(proof, reversihility, fraud, privacy, to name a few) co
not present unigue public policy concerns, they cCo present

a threat to consumers. The threat arises from the real

possibility that former consumer rights in matters of

financial exchange will be eroded. Currently there does
not appear to be any government body, aside from CCiC,
specifically concerned with the consumer interest in

electronic funds transfer. It seems likely that consumers




~energy conservation, cost/benefit calculaticn fcr chocsing
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will press for systematic and continuous goverrment

surveillance of the department of EFT.

The two major concerns of consumers with respect to
information are variety (of sources; of types of infor-
mation and of mediums) and accessitkility (ease, cost and
availébility).' Information has puklic coods characteristics
and this may mean that imbortant types of consumer in‘or-
mation are underproduced. Current arenas of concern

include use of Telidon Pay T.V. and imrlemcrntation of

the Access to Informatiorn Act. Apnpronriate avenues for

actiorn mav include research, involvenment on interdenartmental
committees and co-ordination of provincial concerns anc

federal interests.

Lnergy - Lnergy will continue to be an impecrtant consunier
issue throuchout the decade. Methods of cost effective
among alternative energy sources, and technricues for
changing lifestyles related to energy consumption (cozing)
are current consumer concerns. ‘Possible avenues Icr Cli.C

involvement include: evaluative research, anzlyzinc past

1
fu

S

public policies to check effectiveness with orici

.

objectives, sponsorship of controlled veluntary alternative
price-structure experiments among selected pcpulaticns,
funding of consumer interest groups to pursue enercy issues

at the provincial level, or co-operative research with

"Energy, Mines and Resources. With the increased politici-

zation of energy, the public policy input of ary particular

federal government department is not necessarily determiratinve
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Any Departmental activity therefore will need to be

well chosen.

Import policy - Trade issues are an important consumer

concern. Relative to more localized and isolated non-

.systematic inequities experienced by consumers in day-to-

day transactions,.the cost/benefit inequities.Of impoert
policies afe more identifiable, éystematic,.quantifiable
and open to efficient and effective public policy reétifi-
cation. Yet it is unlikely that the Departﬁent will
receive puklic pressure to act ir the consumcr intcrest

on tariff and guota cuestions. Thus it must be deterrined

Hh

if the Department can effect positive chance for consumers
in the tariff area, and if such activity is justifialle
given the low level of visible consumer support ancd the

marginal nature of anticipated gains.

Crown Corporations - There are fairly clear pullic policy

issues that involve the operation and reculaticn of Crown

.corporations. These include: the balancing of profit arnd

national interest okjectives; the relationshiy betweer

Crown corporations and private corperations, anc the

privatization of public enterprises. From a ccnsuncr

' perspective, corporate survival questions involvingc lir

Canacda and Canadian National will likely ke at issuc, &s
will the Question df profit orierted subsidiaries Zor
these sdme two companies. The routing, pricing siructure,
anc conéinuation of VIA Rail and the operation oI the Fost

Office will be of considerable interest to Canadian consumcres,
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and may offer possible avenues of action for the Depart-
ment. Other more general or citizen level issues invelving

Crown corporations are also on the horizon.

TranSportatidn - Contemporary research has concluded that

regulation in the tréﬁsport area is workinc acainst the
.long run interest of consumers and even against the long
run interest of the specifib node sectors themsélves.
Jeur areas of consumer interest in domestic transportaticn
issues are discussed. They include: domestic airlirne
passencer travel, intercity dorestic passenccr tus service,
rail service (includinc comrmocdity rricing acreements) arnd
interprovincial trucking, inéludihg the movenernt of hcoucse-
hold goods. TIxamples of regulation acting acainst the con-
suﬁer interest in each sector are provided. To the extent
that the Department can help remove this regulatory rurden
(especially in the area of intercity bussinc, for-hire

trucking, and household goods moving) and can help n

H
(£1]
“
p]
3
o

the imposition of new and more restrictive reculaticn

(e.ag. airlines), consumers shcould berefit.

Consurmer Redress - The focus of emerginc consumer concern

is on collective redress mechanisms or civil disrutce

resolution mechanisms (as opposed to casc by case ccnsurmer

‘compléint resclution or mediation). The tyre of marlet

failures that may be prevented, or compensated for throuch

consumer redress mechanisms include: product liakility

causing physical injury andé damage sufiered by other
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property; and breach of contract or &arranty causing
economic or other 1loss, gnd/or physical injury. -Consumers
are seeking govérnment action to shift the present system
of allocating gosts and risks associated ﬁith'products
liability andnwarranty, away from the individual consumer.
The aim of all 5ctivity'discussed in this section is to
deter future loss or injury and to compensate those who
have sufféréd.‘ Three broad regulatory alternatives form
current consumer demands in this area. They are:

1. Direct regulation of product or processinz, fcr

exanple, product stancdards and process or operations
licencing;

2. Information and ecucation procrams aimed at corsurers
arc business, and includinc puliicaticr of ncn-
compliance, horror stories etc; and

3. Regulation to redistribute risk, loss and rights of
action, for example, mandatory liakility insurance
schemes, class action and recall provisions.

In the érea of product liakility a move to strict
producer liakility or to a first-party- no-fault loss
reparation scheme for consumer products wouid inprove

or the current situvation andé benefit consumers. Action
on éonéumer product warranty legislation, while of great
concern to consumers, appears to recuire a more cautious
ancd studied apéroach. Class action andé recall lecislatioc
for defective or unsafe consumer products are two areas
of concentrated consumer concern. It seems reasonakle

to expect that consumers will want to include services in
any action on liability, warranty or class acticr. that

might be confined@ to goods only. In all these issues;
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products liability, consumer procducts warranty, class
action ané mandatory recall legislation, the role of
provincial governmen;s will ke key anéd the role of the
federal government uncertain, but pbtentially catalytic.
Despite continued demands for_government action, consumers
éo recognize that they fail to use information and recdress
avenues currently available. Thus it seems that arny schere
designed to improve collective consumer redress mechanisms
should consider the issue of consumer respcneibilit: and
avoid compensation for, or encouragement of, "reckless"

consumer behavior.

The task now is‘to:assess these emerginc issues, togetler
with the findings of the research on financial transactions ané
financial security, and to develop a long term stratecy for
govefnment-action in the area of consumer affairs. This tash will
invelve identifying the major tradeofis anc cdecision pcints
identified in this report and other researck, defirinc a range cf
strategic approaches ané developinc a set of assurrtions abkout
the nature of a successful long run strategy for Consunmer and
Corporate Affairs Canada and for the Policy Coordination
Bureau. This step could also entail a more detalled
look at alternative instruments or techniqués of gevernment invelve-
meﬁt, a more detailed appraisal of one or more of the issue areas
identified and/or a more systematic consicderation of internal

Departmental resources and working arranoements.
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It is clear from ﬁhe research conductea that the consuner
movement is in a period of transition and is moving toward a
more sophisticated, intellectual and comprehensive apptoach to
consumer concerns. The focts_of consumey attention appears to
be changing from home -consumption objectives to income generating
objectives. Consumers, too, appear to be concerned about collective:
benefits and public goods and see their activities invelvino the
public as well as the private sector. From a gOVernnent‘perspective
there is a trend toward confinued provin¢ia1 inveolvement, towvard
the need for a more reseérch ofiented ané co-operative inter-
departmental and iﬁtergovernmental approach and towérd the need

to pursue meore targetted, flexilble and ever experimental avenues

of covernment intervention.




NOtES_

1. See accompanying "List of Selected References" llsted by
subject area.

2. Publications reviewed included: consumer publications (Journal
of Consumer Affairs, Journal of Consumer Studies and Home
Economlcs, Journal . of Consumer Folicy, Advances in Consumer
Research, ASsocation Of Consumer Research Proceedings, Jourrnal
of Marketlnn, Journal ©of Marketing Research, American Council
on Consurer Interest, Journal of Corsumer Researct, the Caradian
Consunmer/Le Conson.ateur Canaelen, Consumers' Reports); anc
business publications (Canadian: Bu51ness, Business Quarterl
Business Week, Fortune, Canadian Business Review, Business
Horizons, lLarvarc Business Review, Canaiian BusinessS lLconomics,
Busiress and Society Review, Journal of Contenporar: bBuSiness,
Jourral of Business Research Canadian Public Admi .1stration,
Carnadian Public Policy). '

3. Tor example see: Marketing Sciences Institute (1977); Rossmeier
-(1978); Grainer et al. (1979); Stanley (1930); an¢ Barksdale and
Perreault (1980), all listed under "Consurmer Trends" in the
Appendix, '

4., See Moyer (1978) .and Moyer (1981) under "Consurmer Trends".

5. For a history of the Department of Consumer ané Corporate
Affairs, see Phidd and Doern (197f) and Stanbury a“_ Eurre irn
Doern (1982) under "General References".

€. See Perrien (1979).

7. See references listed under "Provincial Aspects" i the
Apperdix. ~

8. Ben Lewis (1939) descriked the public interest as the politically
determined outcome of the mix of three sub-interests - lalcur,
owners of capital and consumers. One may also picture this Liernd
of interests residing in a single 1nc¢v1caal vhere on any
given issue the relatlve strength of each cf the interests
may be stronger or weaker cepending on the circumstar.ces
For other references to the "consumer interest" see the nppenéix.

\a)

. This definition is one written by McGowan (1278) to describe
consumerism. The only change made has been the addition of
services. This particular definitior was chosen because it is
more comprehensive than most, in that it includes, koth public
and private goods and services, it recognizes market and
political (procedural) abuses and, it assigns importance to
respons;bxlxtles as well as to rights.

10. Exampleselnclude: Zlegel-(l972); McGowan (1978); Young (1977,
1978); Morse (1981); Mayer (1981); Sheth (1974); Jores (197¢€¢);
Edwards (198l1); Rossmeier (1978); Lee (1931) and Shapiro and
Ieslop (1982). B
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11.

12.
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14,

15,
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22.
23.
24,

25.

26.
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See Shama (1980); Drucker (1960); Thurow (1950); and Osbera
(1981); listed under "“General Trends".

See Arucoin (19281) listed under “Consumef Trends".

See: Fernaghan (1982); Stone (1977); and Nelson (1951) listed
under "General Trends".

See Ritchie, McDougall and Claxton (1981); Bloor and Greveser
(1981); Nicosia and Mayer (197€¢); and Barnes and Iellowvay (1979).

See Morse (1921); Barnhill, Barksdale and Perreaul: (10°0);
Claxton and Ritchie (19281); Stanley (1280); and James (1078)
1isted under "Consumer Trends".

RParkscdale and Perreault (1950) observe "declinina f2ith in
agoverrment intervention on behalf of consumers" (n. 27).

Despite this trend, observed over 10 vears, the majorit of

American resnondants favour market interventior for a1l tut
advertising, sales and marketinc activity.

For example the Bank Act had to ke extended three times before
the statutorally mandated revision was passed. Several major
bills, including the revision to the Combines Investigation Act,
Bankruptcy Act, the National Transportation Act have not passed
after several introductlons.

See "Fublic Policy Participaction" in List of Refererces anc
Trebilcock (1975); Kane (1980); Stanbury (1973); and ZJanisch
(Y232) under "Consumcr Interest".

See Perrien (1979).

I[xamples include the new "Proposed Domestic Airline Folicy"
tabled by the Minister of Transportation, proposals Zor

a
natural beef marketing board, attempts by the Post Cffice
to have "letter" defined very broacdly, and the August 18lC
-propcsal of the Department of Communications for an I° tax

on cable rates.

See Trebilcock et al. (1982).

See Protheroe (1930) and French (1830).
See Doern (1952).

See Bloom and Greyser (1981); Perrien (1970); Mayer (1221) and
Marketing Sciences Institute (1977); listed under "Consurer Trencs’

See citations under "Research" in the List oI References.

See Andreasen (1975) listed under "Disadvantaged Consumers".
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27.

28.

37.
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As a result of these finding concerning NAPO, the concerns of
the disadvantaged consumer were not included for discussion as
a separate issue area. Rather, a list of references was
compiled. Research such as that conducted by Liefeld (19817)
on rural versus urban consumers, as well as research to enquire
into the primary problem of the poor (no money or no shopping
skills) may be rewarding avenues for further research.

Accidents are the number one killer of children. Canada's
record compared to other Ceveloped nations indicates that
there is opportunlty to reduce deaths amorng this hiah rish
ace croup.

Sce the papers and records of proceeding of the Tederzl Incuiry
into Urea Formaldehyce Foam Insulation.

‘Sce Minister of National Health and wWelfare (19C2), Toocd

hécéitives: Vhat do you thirk?
See note 30.
See the verbatum proceedings of the Inguiry irto Cantar.

It is recognized that progress in this area is alread: well
dvanced. This, therefore, may be a protoiype fcr future
activity of the Departmert, anéd may well warrant detailcd
evaluation and follow up checks. ”he Departrmenr has besn
involved before in "industrial" hazardous products issues.
One example inveolves the ban “1ng o Teclychlorinated kipheryls
in the wells of electronic microscopes.

See subk-section 5.3.1, p. 29.

Sec Freiden (1¢C€1l); Klopp and MacDonald (19301); Veiss (19C2);
and Tyebjee (1979).

L larce number of consumer complaints directed tc the Canadian
Advertising Advisory Board are judged to be within the veluntary
coGe but the complaint arises primarily as a matter of “tastc" -
or individual values, not felt to be wicely held. 1In areas
vhere prosecution may have been taken, the recent cec;c;cn in
the "lite" Beer case (Attornev General vs., Labatt' s _Dreve of

Canaca (&CC) (1979) 30 !1.R. 49C) has put into questlon tue
"criminal nature" (and hence the constitutiorality) of several
statutes administered by CCAC and used to prosecute misleadinc
advertising.

The Department through the Food Tolicy Grour (when it was in
evistence) has already proven that this can be done successfully.
In conjunction with Lealth and Velfare and with the provinces
the Food Policy Group initiated an innovative summer "Food Talk"
program. Whether by coincidence, or otherwise, it has been
observed that Health and@ Welfare Canada cave more attention to
consumer food issues when CCAC had an operating and fully
staffed Food Policy Group.
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See Forbes (1974, 1982), Forbes et . al. (1982); Arcus (1981);

" Barichello (1931); Borcherding (1981); Grubel and Schwint (1977);

Economic Council of Canada (1981) and Aud;tor General (1982)
listed under "Food".

See Stewart (1974)'and.Loyns.(1979)~1isted under "Food".

‘See note 37. Parallel success with the Department of Agriculture

was not observed, although the introduction of "anti consumer"
regulation aimed to protect the agrlcultural producer was slowed

-and softened somewhat.

See Goldberg and Mark (19815 listed under "Housing".

See Goldberg and Mark (1981); Walder (1901) anc Goldberg and
Horwood (1978) listed under "Housing".

Sec Ritchie, McDougall and Claxton (1931); c?oucall et al.jlecr;,
and MNemetz (1950) listec under "Cnergy" anc Meeks and Ouielker):
(1921) listed under "Reldress",

See lenion II and Kinnear (1979) listed under "Lnercy".

Ruling was' announced August 10, 1932, by the Supreme Court of
Canaca. . ~

See referernces listed under "I'rofessional Regulation”.

See Serafini and Andrieu (1931) listed under "Clectronic
Transfer". '

See Clyne (1979) listed under "Clectronic Transfer".

See CRTC Telecormunications Bulletin issued since 1977.

Eistorically communications technology has beern a direct
output of research for military purposes.

This is an area where new rights to information may open new
avenues for research and activity by CCAC.

See references listed undéer "Electronic Transfer".
See Gussman (1980).
For example there has been a Parliamentary Inquiry headed by

John Evans (M.DP.) to enqulxe into bank profits. Majoritv and
minority reports have been released (July and August 1982),
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See Susan K. Burns (1981), "The Borrowers and Depositors
Protection Act: A Case Study in Legislative Failure",
unpublished Masters thesis, University of British Columbia.

See Shapiro and Heslop (1982).

See Royal Commission (1981) Report on Newspapers, Thomas Kent,
Chairman. .

See Serafini and Andrieu (1981).

For example the energy price sharing agreement between the
federal government and Alberta (and later with other producins
provinces) was done on a highly individualistic andé political
level. The National Lnergy Policy appears to be more a creaturc
of Cabinet than of the bureaucratic level of Inercy, Mines anc
Resources (along or in conjunction with other departmerts) .

On the provincial front, Consumers Gas of Torcnto has withérawn
(August 19£2) its previous ap“llcaulon for a sukstantial rate
increase anc for rate restructuring in a responsc to pclitical
pleas of restraint.

See Ritchie, McDougall angd Claxtorn (18301); NcDoﬁgall Gorden,
Claxton and thchle (1231); McDoucall and Keller (1931)
licDougall et al. (198C); Nemet:z (1979) and lemetz (12306

listec under "Energy".

See Nemetz (1930) for examples.

See Nemetz (1980).

See Ritchie, McDougall and Claxton (19%1).

See Campbell (1981) listed under "Imports Policy™.

See Stone (1952); Protheroe (1920) and Lazar (1221) listed
under "Import Policy".

This is not, however, unigue to consumer issues. Other areas

of similar longstandinc debate involve food and transrortation
policy.

There is an analogy, then, between this evaluation arnd the
discussion on supply management marketing boards - see
section 6.2 Food.

See Protheroe (1980).

It is in the area of consumer support that the analog: betweern
trade issues and food issues breals down. Consumers, as a
whole tend to support and demand government action in the area
of food, while most consumers neither demancd nor suppor

'covernment action aimed at reducing trade barriers.
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70. See Lazar (1981), Baack, Hughes and Shapiro (1980) and
Safarian (1980) listed under "Import Policv".

71. Crown Corporations are defined as autonomous in managerent hut
susceptible to direction with respect to policy. A Crown
corporation must méet 6 criteria. These are:

It must be established by constituent act, letter patent/
articles of incorporation, or by provincial act;

It must perform a task akin to private sector entreprencurial
undertakings in a market setting;

- It must be wholely ovned by governrent;

"It must have a Board of Directors vhe are assigned to the
care and management of the corporatlon (as in the rrivate
sector);

. It must be a separate enployer, outsice the Pullic Service

. Employment Act; and

It may be subject to Ministerial direction. (Taken from the
Royal Commission on Financial Management and Accountability
(1979)).

72. See Tupper and Doern (1982).

73. See the Royal Commission cn Financial lManagement and Accountakility
(1979). '

74. See note 73.

75. Gordon (1981) echoes the recommendations of the Roval Comnissior
(1979).

76. See Tupper and Doern (1982) specifically, anéd those references
listed under "Crown Corporations",

77. See previous section on Crown corporations.

78. See Lconomic Council of Canada (1931); Reschenthaler (1972);
Harvey (1980), Jordan (1981); Johnston and Ritchie (1900);
Reschenthaler andé Roberts (1979); Ruppenthal and Karriran
(1950) and Kane (1980).

79. See Rob Taylor (1979), "Air Fares Analysis", Ottawva: Economic
Council of Canada, CSIP, unpublished paper anéd A.T. Lllison (193(),
"Deregulation: The U.S. Airline Experience", study prepared for
the Economic Council of Canada Regulation Reference, mimec as
cited in A.P. Cllison and W.T. Stanbury (1980), Airline Regulation
and Public Policy, Ottawa: Lconomic Council of Canada, working

-draft prepared for the Regulation Reference.

§0. The Ontario Government is currently conven;ng an incuiry into
the trucking industry and trucking regulations as they apply
to Ontario.
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Compensation is provided under the Gas and Electricity Meter
Inspections Act,

See the extensive list of. references under the heading "Complaints",
The general concensus seems to be; that complaints are important,
that complaints are-usually not well handled, and that voluntary
conmplaints provide insufficient information to effectively
monitor consumer problems,

See Ash (1980) listed under "Consumer Trends",

The concept of "product life cost" is becoming a popular cne
with consumers who seek to compare total expected ccst of ornc
procuct comparecd to another. As procducts are expected to last
longer, repair cost and long term warranty aoreements need to
be considered required information for sound consurer decisiorn
maning.

Both direct regulation via standards ané€ licencing ané infor-

mation/education programs, specified under 1. and 2. are impertant

areas for consumers, Both areas may well have been includcd
fcr discussion in this paper. Time consiraints ané the
knowledge that other researchers were addressing "instrurmernts
of government action" meant that these two areas have Leen
onitted.

See Star (19279), Margolis (1932); Schwatz et al (1°872);

Belobaba (1982a, 1982b); Sharpe (19f1), Halperrn ancd Carr (1%31),
Kennedy,Dewees, Pritcharé and Trebilcock (19€0) all listed

under "Redress".

Schwartz et al. (1979) appecar to prefer the strict liakility
option vhile Star (1979) and Belotaba (1982a, 1952k) tend to
disagree. ’

See Belobaba (1982a, 1982L).

Sée Star (1979).and his specific caveats.

See Kennedy (1987?).

In the early 1970's the Government of B.C. took a rggrescntative
action on behalf of several other provinces to provice cCOnsumners

with redress on auto defects. This model may be effective in
other circumstances as well.
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92. Margolis (1982) appears to dispute this when he conciudes that

most consumer problems in the auto repair industry can bhe avoiced
by consumers themselves. Margolis, however, failed to include

in his study, the gquality and competency of repair work. It

is this aspect of repair that is most important to consumers
(Claxton and Ritchie, 1981). Furthermore, Margolis measured

loss in a theoretical sense and did not account for extra ’
consumer dellars spend for which there is recovery only by a

~stream of benefits over time.

~See Simmons (19280).

See Margolis (1982), Ash (1920), Simmons (19°0) and Bernitz (19890).

See Iennedy (198?), Fdwards (1981) an@ Davis (1979).

See Rossmeier (1978).

See Barnhill (1930).
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APPENDIX

List of Sélécted References:

Advertising

Complaints

Consumer Interest

Consumer Trends

Crown Corporations
Disadvantaced Consuners
-Electronic Transfer

I'nergy

Food

General References

Gereral Trends

llazardous Products

Health Care

Housing _

Import Policy
Information/Labels
Instruments of Intervention
Professional Regulation
Provincial Aspects

Public Policy Participation
Puklic Policy, Power and Government
Redress

Research.

Transportation
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Marketing, Vol. 44, (Summer 1980), pp. 17-35.
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Journal of Consumer Policy, Vol. 5, No. 4, (1981) pp.
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Schutz, Howard G. and Marianne Casey "Consumer Perceptions
of Advertising as Misleading", Journal of Consumer Affairs,
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