MEDIA RELEASE

Consumers Warned of Home Show Traps   

The Consumer Law Centre Victoria and Consumer Credit Legal Service will be at the Home Show on Saturday 19th August, warning consumers against getting caught out by high pressure selling.

The groups claim that the Home Show can be a great way for consumers to gather information, but a few trader participants attend the show to lure consumers into their slick presentations.  Carolyn Bond, Manager of the Consumer Credit Legal Service says that in many cases their products are very expensive, but the price is not disclosed until the end of a structured sales presentation (either at a seminar or in the consumer’s home).

Two specific products that concern the groups are timeshare memberships and some mathematics programs.  They say that consumers who sign up for these deals often have little chance to think the offer through – and may end up with high interest credit contracts.

Buying into a Timeshare costs between $12,000 and $25,000.  The industry itself admits that sales and marketing expenses can be up to 60% of the cost. 
   Ms Bond says that high-pressure selling techniques are often used, with consumers being required to sign up immediately should they want to purchase.  “This gives very little opportunity to clearly consider this complex and expensive product.”

Catriona Lowe, CEO of the Consumer Law Centre Victoria says that a number of companies are selling mathematics programs costing between $4,000 and $6,000.  “Once again”, she says, “the price is usually withheld until after a high pressure selling presentation, which often involves “testing” of the children.  Parents can feel obliged to sign, but if the children don’t use the product it can be a very expensive mistake.”  Ms Lowe advises parents to look at other options available, and seek advice from their child’s teacher before committing thousands of dollars to these programs.  “Of course, parents want to do the right thing by their children – but think carefully about how their money is best spent”, she says.

Ms Bond says, “It’s easy to forget about the traps – particularly when we’re out enjoying events like the Home Show with our families. We don’t always know about a business when we give them our details for follow-up.  However, our experience is that a key sign of high-pressure selling is a reluctance to clearly disclose details about the price of a product or a service “up-front”.  “We suggest that consumers ask about the price, and if they won’t tell you, to walk away”, she says.

Links:

More information about timeshare traps.

See below

More information about selling of mathematics programs.

See below

TIMESHARE 

Some key issues with Timeshare are raised  in a recent report of a Parliamentary Enquiry.  You’ll find some excerpts below.  See the full report at:

http://www.aph.gov.au/Senate/committee/corporations_ctte/timeshare/report/index.htm
If you need information or advice about Timeshare, go to ‘Legal Assistance’ on this website and  look for the ‘Timeshare Schemes’ factsheet, or alternatively call our legal team on (03) 9629 6300.
“For consumers, entry into a timeshare scheme involves a considerable financial outlay. Initial entry prices in the primary market appear to commence in the order of $16,000, and new clients who wish to enter higher categories of membership (so as to receive entry into exchange schemes, more exchange points, and higher priority in bookings) can pay considerably more. Buying into a timeshare scheme is therefore approximate in scale to buying a small to medium sized new motor vehicle.”

“Because the entry price to timeshare is so high, and because of the enticements required in order to gain the interest of potential customers, the marketing costs associated with each sale are very high. These costs must then be realised, resulting in the maintenance of high prices: 

‘Part of the problem that you have heard is that people do not get up and buy time share. People do not go to presentations to buy; they are there for the gift—they are there for the free holiday, the television or the DVD player. That is why sales and marketing costs in this industry can run upwards of 50 to 60 per cent. That is where some of that money you are hearing about comes from. We are not ready to mass-market. As we get more owners and as customer satisfaction grows and people talk about it, the day will come when people will walk in our door. That is very rare today. The people who walk in our door are already members or friends of members or referrals from members who know the product works. But we are not yet mainstream. That is why the sales and marketing costs are high and why we operate as we do.  [Mr Martin Kandel, CEO, Accor Premier Vacation Club (APVC), Transcript of evidence, 13 April 2005, p. 40.]’”
“On balance, it is more likely than not that pressure selling remains an important element in the sale of timeshare in Australia. At the very least, there should be a strong regulatory regime that makes pressure selling as difficult as possible. Such a regime should push current pressure sellers to reform, and should prevent future sales staff from using these techniques.”

“The Committee received a number of submissions and items of correspondence, some of them confidential, from individuals who felt they had been subjected to pressure selling at timeshare seminars…”

“Even an informed, sensible consumer is likely to find it very difficult to understand exactly what rights they obtain on entry to the scheme. Because they are enticed to attend seminars rather than seeking out the timeshare product, many consumers are likely to come to the sales seminar 'cold' without having undertaken any preliminary research. The sales person becomes their sole source of advice in relation to the product. If, as noted above, the sales person then applies pressure selling techniques including accusations of stupidity and time-wasting, or alternatively provides offers only available if the consumer signs immediately, then the consumer's chance to make an informed choice is lost.

This situation becomes worse when consumers are pressured to sign a contract immediately, without having time to seek other advice …..”

From “Timeshare - The Price of Leisure”– Parliamentary Enquiry into Timeshare (2006)
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HOW MUCH WILL IT COST ME?

EDUCATIONAL PROGRAMS

This factsheet contains information about companies that provide educational software, generally maths and English softwares and DVDs for children and young people.

How much will it cost me?

Many maths and other education programs cost around $3000 to $7000, which does not include interest, fees or charges. 

Often you are required to purchase programs covering several years of schooling in one package, say 3, 6, or even 12 years.  If you cannot pay the purchase price up-front, the education companies may offer you a linked credit contract, with an interest rate as high as 24%.  

The credit company may charge you a loan establishment fee, sometimes around $100. They may also charge you account keeping fees (say $4.00 per month), late payment fees when your account is not paid in full every month (say $25.00), dishonoured payment fees (say $9.00), fees for not using direct debit to pay (say $2.50), or a collection letter fee (say, $15.00 per letter) if they have to send you a letter to remind you to pay. 
 


All these fees will add to the balance of your loan and will increase the amount of interest that you have to pay. In addition, the finance company will generally reserve the right in its contract to change the amount or frequency of payment of any credit fees, charges or rates of interest without your consent. 

Below are some examples of how much it will cost you to pay off a loan of $3500, $5000 and $6500, at 20% interest. Some companies charge a higher rate of interest than this.  

Make sure you read and understand any contract before you sign it. Don’t feel under pressure to sign straight away. There are more reasonably priced products on the market, so shop around. 

Example 1: 

	Loan Amount
	Interest rate
	Monthly payment
	Loan term
	Interest paid
	Total cost

	$3500
	20%
	$178.14
	2 years
	$ 775.25
	$4275.25

	$3500
	20%
	$106.51
	4 years
	$1612.30
	$5112.3

	$3500
	20%
	$ 73.34
	8 years
	$3540.28
	$7040.28


Example 2: 

	Loan Amount
	Interest rate
	Monthly payment
	Loan term
	Interest paid
	Total cost 

	$5000
	20%
	$254.48
	2 years
	$1107.50
	$6107.50

	$5000
	20%
	$152.15
	4 years
	$2303.29
	$7303.29

	$5000
	20%
	$104.77
	8 years
	$5057.54
	$10 057.54


Example 3:  

	Loan Amount
	Interest rate
	Monthly payment
	Loan term 
	Interest paid
	Total

cost

	$6500
	20%
	$330.82
	2 years 
	$1439.75
	$7939.75

	$6500
	20%
	$197.80
	4 years 
	$2994.27
	$9494.27

	$6500
	20%
	$136.20
	8 years
	$6574.80
	$13 074.80


Quality of the product 

Often education companies make claims to be able to achieve amazing results for your children and some people have found that some of the computer programs do not achieve what was promised for their children.

The success of the program for your child will largely depend on whether the program complies with your child’s school syllabus and in the case of maths programs, whether maths is being taught in the same way at your child’s school as in the program. 

Often similar programs can be obtained which offer the same services for a much lower price. Choice magazine has reviewed a number of maths products that cost around $10 to $100. 

After reviewing 9 maths tutorial programs, Choice found: 

· that claims on the packaging were somewhat exaggerated; 

· standard of maths for year/grade level varied widely between programs; and 

· price was no indication of educational value. 

High pressure sales tactics

Often, you will be approached in a shopping centre and asked for your contact details. A sales consultant will then contact you to make a presentation in your home. Once in your home, the salesperson will often use high pressure sales tactics to convince you to buy the program or software.  Some of the tactics that may be used include:

· implying that you are neglecting your children or damaging their chances at future success if you do not purchase their products; 

· testing your child and telling you that they are underperforming and will suffer without the assistance of the program (despite the salesperson not being a teacher); 

· asking you a series of questions where the answers are obviously ‘yes’ and which make you feel that you need the product for sale; 

· praising the amazing yet unrealistic benefits of the product; 

· trying out your sympathy by claiming that they are one sale short of either losing their job or winning a prize; 

· claiming you have wasted their time and money by listening to their sales presentation, if you say that you are not interested in buying the product; 

· calculating the price, then offering a discount if you sign that day; 

· spreading the cost over 12 or more years of schooling, and emphasising the weekly cost of the product;  and/or

· after the demonstration, you may be contacted by sales representatives numerous times. 

Often the salesperson will not discuss the price of the software, or the terms of the credit contract to purchase it, until after you have signed the contract. 

Avoiding the hard sell  - what to do

· Don’t feel under pressure just because the seller has come to your home - you can ask the seller to come back another time or you can simply tell the seller that you are not interested and ask them to leave. You have no obligation to buy their products.

· Before you sign anything, even if they offer you a discount for signing that day, contact your child’s teacher and see what they think about your child’s skills and progress. Your child’s teacher is the best person to know about your child’s progress. Investigate other options if their teacher thinks they need assistance. 

· Make sure you know the full cost of the sale, including the cost of the credit, interest, fees and charges if you need a loan to purchase the programs. 

· If you want the salesperson to leave, they have to leave immediately.

· The salesperson cannot stay in your home longer than one hour – unless you give them written permission to stay for longer.  


· Don’t sign anything that you can’t read or don’t understand.

· Make sure you don't agree to pay more than you would if you shopped around.

What if I have signed a contract and have changed my mind? 

If you change your mind, if you live in Victoria you have 10 days (including the day that you signed the agreement) to cancel the agreement. This is called a cooling off period.  You will need to write a letter to the trader stating that you want to cancel the agreement. Also write a letter to the finance company, advising them that you wish to cancel your credit contract. Keep a copy of the letters. In some circumstances you may have up to 3 months to cancel your contract. For more information, see the “Door to door sales“ factsheet on the Consumer Action Law Centre website.  If you decide to cancel the contract, you should do so as soon as possible. 

The program does not do what they said it would. What can I do?  

If you buy the program and you are not satisfied with the program and what it is doing for your child, it may difficult for you to get out of the contract. Many contracts state that they will only offer a refund in certain circumstances, for instance if the child uses the computer three times a week for a minimum of 30 minutes for a full 12 month period. If your child does not use the program for these times, according to the contract, you may not be eligible for a refund.  Ask the education company what you will need to do to obtain a refund if you are unsatisfied with the product. 

Under the Fair Trading Act 1999 you may be able to argue that the program is not fit for its purpose, if it does not assist your child, despite their attempts at using the program. 

It is possible that requiring your child to use the program for a certain number of times, for a set period, say half an hour, over an extended period before the company will give you a refund, may be considered to be an unfair contract term. 

Should you require further advice or information on consumer matters, you can contact the Consumer Action Law Centre on (03) 9670 5088;  or (03) 9629 6300. You can also visit our websites on www.consumeraction.org.au
� “Timeshare – The Price of Leisure” – Parliamentary Enquiry into Timeshare (2006).
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