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The External Dispute Resolution Schemes Consumer Representatives 
Conference was first held in 2002 in Melbourne. In 2006, a second 
day was added with the Financial Literacy and Inclusion Forum. 

Similarly the Australian Financial Counselling and Credit Reform 
Association took advantage of having so many of their members in one 
place, to also hold their annual conference. 

This paper is the “conference proceedings” for 2007 and reflects calls from 
participants for a copy of the key note and other presentations, for their 
future reference.

The Conference, for the first time held in Sydney rather than Melbourne, 
was the largest yet: 150 people attended day 1, 120 people attended day 2 
and 150 attended day 3. Attendees came from around Australia, as well as 
South Africa and New Zealand.

These events are a chance for consumer representatives and advocates 
to meet and discuss issues relevant to dispute resolution and financial 
counselling.  Without this opportunity the myriad of people working 
on these issues, would not be able to meet face-to-face and our policy 
development and knowledge would suffer accordingly.

For this reason, the organisers of the conference — the Consumers’ 
Federation of Australia and the Australian Financial Counselling and 
Credit Reform Association — sincerely thank our sponsors for their 
ongoing support.  These sponsors are listed on the previous page.

The Executives of CFA and AFCCRA also particularly thank our keynote 
speakers: Dr. Paul Harrison of Deakin University and Marilyn Webster 
from Good Shepherd Youth and Family Services.

Fiona Guthrie, Carolyn Bond (editors)

IntroductIon
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8.45am  Registration and Welcome

9.00am  Keynote Address presented by Paul Harrison of Deakin    
  University – “Faith, Hope and Vanity: how marketers influence us  
  to buy”
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First of all, I would like to take this opportunity to thank both Carolyn 
Bond and Catriona Lowe, from the Consumer Action Legal Centre in 
Melbourne for inviting me to speak at today’s forum. 

When Carolyn and Catriona asked me to speak, initially, I had to play 
the old, let me think about it routine, but to tell you the truth - I relish the 
chance to talk to anyone about some of the techniques that marketers use, 
whether they’re aware of it or not, and why it works – it may come as a 
very sad confession to you all, but I am passionate about psychology, and 
in particular, understanding all of the ways in which marketers try to get us 
to consume. It doesn’t mean that I agree with these techniques, in fact, most 
of my research and publications in this area tend to be about challenging 
marketers to justify WHY they exploit their knowledge of psychology, to 
take advantage of, usually, the most vulnerable in our society. Personally, 
I think that marketers have a lot to answer for, and should be taking 
a lot more responsibility for the problems that are created as a result 
of affluenza, and over-consumption, and I hope that I can present an 
alternative view, and re-assure you that there are some of us out there, who 
are fighting the good fight – so to speak. 

As Fiona mentioned in the introduction, my research and writing 
is predominantly in the area of consumer behaviour and consumer 
psychology. At the moment, amongst other projects, I am working on 
a research project with Dr Cordelia Fine, from the Centre for Applied 
Philosophy and Public Ethics at Melbourne University, on ethical issues 
related to advertising to children. I am also working with Nicole Hartley 
from University of Technology, Sydney, on the nature of bonds that 
consumer form around brands, and with Dr Finola Kerrigan of Kings 
College, London, on ethical consumption. Many of my insights today, then, 
come from these research projects. I will, as much as possible, relate these 
findings to the broader community and to the kind of work that you all do, 
and provide you with as many examples of how marketing and advertising 
works out there, in the “real” world. In other words, I will try my hardest 
to not overburden you with theory. However, there may be some issues 
that I raise that might need further clarification, and where possible, I will 
do my best to respond to any questions you might have after my talk. I will 
also hang around at the morning tea to answer any further questions, that 
aren’t answered over the next 30 minutes or so.

So this morning, I want to give you some insight into the theory behind 
many of the techniques that marketers use to get people - you and me - to 
buy stuff. Some of you may have heard about these before, and often these 
theories are grouped under the umbrella of behavioural economics. As I 
am a social psychologist, and a consumer behaviourist, I tend to group 
them under a broader umbrella, loosely held together by theories related to 

keynote 
address

Dr Paul Harrison, 
Deakin University

faIth, hope, and VanIty: how 
marketers Influence us to buy
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economics, but also individual psychology, and social psychology. As such, 
some of this discussion will be wide-ranging, and I do have a tendency to go 
off on tangents, but I want to ask you to stay with me, and it will all make 
sense in the end.

I also think that it is important that I preface this talk with a qualification. 
Much of what I will be talking about this morning, particularly in relation 
to psychological and sociological theory is complex. This doesn’t mean 
that I will be dumbing-down anything that I will be telling you. What it 
means, though, is that at times, I may simplify some of the theory for ease 
of comprehension. This may be frustrating for some of you, but again, I am 
happy to talk about anything in more detail at the end of the talk, or in the 
coffee break. I am also happy to be contacted via email or phone, if there are 
any issues that you would like to explore further. I will pass on my contact 
details to the organisers of the forum, if they are happy for me to do this, and 
feel free to contact me if you wish. Also feel free to ask me for a business card 
at the coffee break.

I should admit, though, at times, the wrinkles or limitations or complexities 
within many of these theories often leave me baffled. And I don’t in any way 
present myself as an expert in all of the areas that I will speak about. As the 
joke goes, if anybody out there doesn’t know what I’m talking about, then 
you must know how I feel! 

I want to start by making a few statements that may surprise some of you, 
while being quite familiar to others. The more cynical of you may even scoff 
at their simplicity. And some of you may have heard these uttered before, in 
other contexts. 

They may also sound strange coming from a person who teaches MBAs 
how to do marketing. But it is important in this context that I establish these 
concepts from the start. To some extent, these statements will guide my talk 
this morning.

Human beings would prefer to trust others than to distrust them.1. 

We have faith in institutions, and in people in positions of authority, that 2. 
they will do the right thing, and act in our best interests.

Our brain is vain, deluded, untrustworthy, bigoted, pigheaded, and 3. 
easily flattered.

We like to think that we can make rational decisions, based on 4. 
information provided to us, but our decision making is incredibly 
flawed, subject to prejudice and stereo-type, and our ego works to filter 
any information that might challenge our current attitudes. 

We have a tendency to be apathetic and habitual about most of our 5. 
decisions. Where possible, we take cognitive shortcuts, and use scant and 
flawed information to make most of our decisions.

Most of us have a tendency to be lazy, or at least not to challenge 6. 
ourselves too much.

People don’t like to admit they have made mistakes (our ego won’t let 7. 
us), and dislike it even more when somebody else tells them that they 
have made a mistake.
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When we are stressed or under pressure, we don’t think very well, and 8. 
make quite poor, and often, irrational decisions.

…and, finally, perhaps the most important point…

The role of marketing is to make you feel uncomfortable with your current 9. 
state of being, and create a desire for you to change (or maintain), your 
current behaviour. I should also add that marketing doesn’t necessarily 
make us do things that we don’t want to do, but this is where it gets 
complicated – it’s one of those wrinkles I was talking about – particularly 
in relation to differences between needs, wants, and desires. And this is 
perhaps the crux of my talk this morning.

Hopefully there is some resonance out there with these statements. Although 
each of them seems to be a pithy summary of complex phenomena, my task 
today is to show you how these things play out in real life, why they happen, 
and hopefully, give you some ideas as to how we can learn to understand, and 
hopefully defend ourselves and others against these attitudes and behaviours. 

 I do want to point out that because our society, at present, is based around 
the ideology of the “individual”, there is a tendency to psychologise all of 
our problems, and to some extent, blame individuals for their state. This 
is particularly the case amongst legislators. Let me quote, as an example, 
an interview with Tony Abbott, in relation to obesity in the Australian 
community, and whether government should play a role in helping to reduce 
it.

“Well, if people are overweight they should do something about it. No doubt 
about that. And it may very well be that one of the best things that overweight 
people can do is to join Weight Watchers or join the local gym and get 
themselves on a decent exercise program. In the end, our weight is largely a 
product of the amount of exercise we do and the amount of food we put in our 
mouths. And obviously we are in almost total control of both of those issues.

Now there is a fair bit in that interview from Adelaide radio, particularly 
in relation to the legislation of advertising to children, and, in relation to 
whether we actually are in total control of our decisions. However, I think 
what is important here is this ideology, or belief system, that says we are all 
individuals, and thus, we all have control over our behaviour, and if we just 
tried that little bit harder, or were just given a little bit more information, then 
we would be able to take responsibility for ourselves more appropriately. In 
other words, stop complaining, get off your backside, and do something about 
it – especially single mums and fat kids, if you watch Today Tonight.

This belief system or ideology based around individualism and individual 
responsibility for yourself, hasn’t always been the case. It has its genesis in 
the birth of secularism, democracies such as the French republic, and more 
importantly, the republic of the United States of America, and the demise of 
religion and concepts of community as the guiding force of society.

As Alain de Botton, in his book, Status Anxiety, points out in relation to the 
growth of individualism in the United States, and in particular, in relation 
to the growth of meritocracy, or reward based on merit, that occurred with 
beginning of the US republic:

“If the successful merited their success, it necessarily followed that the failures 
had to merit their failure. In a meritocratic age, justice appeared to enter in 
to the distribution of poverty as well as wealth. Low status (in our society) 
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came to seem not merely regrettable, but also deserved. With the rise of an 
economic (and social) meritocracy the poor moved, in certain quarters, from 
being described as ‘unfortunate’, the target of charity and guilt of the rich, to 
being described as ‘failures’, fair targets of contempt in the eyes of (successful) 
individuals, who were disinclined to feel ashamed about their mansions or 
shed crocodile tears for those whose company they had escaped.”

I point this out, because this is the ideological framework within which our 
current instrumental rationalist model of society is premised. This is the 
approach our governments take, when developing policy and legislation. This 
is what we are up against, if we want to exist as a community, rather than an 
economy. 

It is, you might argue, a big ask to grapple with an ideology that rewards the 
individual, over and above community, when our underlying human need is to 
belong. I want to take a quick moment to explain what I mean by instrumental 
rationality, and situate it in our current existence.

Instrumental rationality views everything in society in terms of utility, 
which is an economic term used to describe the capacity of a commodity or 
a service to satisfy some particular individual human want. In other words, 
any interaction or exchange in a market driven society is turned into a set of 
more or less valuable resources and is reduced to a commodity. The rationality 
of the economic world since the industrial revolution, and amplified in the 
Reagan and Thatcher economic rationalist era, and, to some extent, adopted 
by our current Prime Minister, has meant that non-rational things, such as 
people, the environment, and the arts, have been transformed into market 
place commodities. One example of this is how we now refer to our staff, as 
Human Resources. Unfortunately, the marketplace is intensely impersonal and 
is a place where actions are motivated by self-interested gain for individuals. 
Whether this is good for people, and for the development of community, is up 
for debate.

I think that there is a tendency, particularly amongst those who are successful 
(because they can afford to feel superior), to perhaps over-blame the individual 
for their situation. I’m not arguing that individuals should not have to take 
responsibility for their actions, but I do believe that many individuals are being 
victimised by a system that encourages consumption, and, in the context of, for 
example, personal debt, discourages saving. 

Why does this happen? 

George Ritzer, a professor of sociology at the University of Maryland, and 
author of “The McDonaldization of Society” argues that there are three major 
reasons.

As I stated a moment ago, western culture strongly emphasises 1. 
individualism. We tend to trace both success and failure to individual 
efforts, not larger social conditions.

Large social and financial systems expend a great deal of time, energy, and 2. 
financial resources to convince us that they are not responsible for society’s 
problems. Individuals, on the other hand, lack the ability and the resources 
to “pass the buck”.

And perhaps the key factor here is…

The fact that individual problems (and this is most pronounced in the area 3. 
of medical problems, and is reinforced by a managerialist culture that 
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is strongly built around problem-solving, objectives, and strategic plans 
) appear, at a broad level, to be amenable to treatment and even seem 
curable. In contrast, large scale social problems, such as climate change or 
poverty, seem far more intractable. Therefore, it is easier, to some degree 
to place the responsibility for individual success or failure, upon the 
individual, rather than grappling with an abstract, and perplexing concept 
such as society.

My talk is not about necessarily about individualism, and who is to blame, but 
I did want to point out, from the beginning, that this area is complicated, and 
it should never be interpreted that there is a simple solution to all of society’s 
woes. This background, though, provides some foundation for my argument 
that government does have to play a role in protecting the vulnerable, and 
legislation based predominantly on a rationalist and economically focussed 
framework does not allow for the protection of the vulnerable, nor for the 
needs of our communities. 

The focus of my talk, though, will be about social and individual psychology, 
but I thought that it was important to establish an underpinning of this 
approach. In other words, while I present a framework based predominantly 
on an individualist approach to behaviour, I fully recognise that there are 
greater forces at work, beyond psychology, that also need to be considered 
whenever we look at human attitudes and behaviours.

I want to begin the main part of my talk by telling you a personal story. It is 
useful, because I believe that it demonstrates how we trust people, how we are 
willing to make decisions with scant detail, how we take cognitive shortcuts, 
and the importance of others in providing assistance to people who are 
vulnerable to marketing, and to advertising.

I live in Thornbury, in Melbourne. In the past few years, there has been, what 
you might call, a gentrification of my part of Thornbury. Luckily, we bought 
our house prior to the huge housing boom, but we did pay quite a substantial 
amount for it, in any case. Thornbury, up until recently, had been one of those 
suburbs that Australian immigrants moved into when they arrived in Australia 
in the late 50s to the early 70s. Those suburbs where people were able to buy 
a block of land with a bit of a garden – away from the grime of the inner city. 
We are about eight kilometres or so from Melbourne city, and well-served by 
public transport and other amenities. It is a great suburb to live in. 

In my immediate neighbourhood, I live near two first generation middle-
eastern families, a Spanish family, a woman from Croatia, and three 
families that might be called traditional anglo Australian. This makes the 
neighbourhood a very interesting, and stimulating place to be. We all get on 
very well, and our Christmas street parties are fantastic, especially the food – 
lots of disparate views, lots of wine and beer, and lots of good conversation.

Recently, around 6pm, just as I was organising dinner for my family, I heard 
the dreaded knock on the door. We all know what that means – it is either 
marketing research (although this is usually the dreaded telephone call), 
or some electricity, gas or phone company, wanting to convert you to their, 
obviously better, scheme. I quite enjoy these visits, because in some sick way, I 
like to mess with the sales peoples’ minds. But my kids have asked me to stop 
being so mean to them. 

Anyway, it was a guy, hired by a power company – I can’t remember if it 
was electricity or gas, or both – for the purposes of this story, we will say it 
was electricity – to convince me to change my suppliers, or perhaps change 
my current plan. I can’t fully remember these details, but he started the 
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conversation by asking me if I wanted to save money on my electricity. 

At a very basic level, he is asking a question, which most of us will be polite 
enough to answer, because it is an important part of our social upbringing, 
and is reinforced all of the time, that we should try to be polite to people. So, of 
course, we want to save money on our electricity, and therefore, most people 
will be polite, and say yes. I responded by smiling, and not saying anything, 
which was basically tacit approval, as far as this sales guy was concerned, to 
keep talking. 

To cut a potentially long story short, I eventually told this guy that I was 
already with the company he was representing – AGL, I think - and was happy 
with my current plan, but would contact AGL if I ever considered changing 
my plan. He didn’t seem too impressed, because it wasn’t in his interests to 
find satisfied AGL customers – what he was interested in, was people who 
would take up the plan that he was hired to sell. Otherwise, he wouldn’t get his 
commission. And, you can already see, that the motivation behind this process 
is not about informing people about how they can save money, which was his 
initial premise, but selling people the plan that he had been hired to sell.

Anyway, he left my house, and I thought that this was the end of my 
relationship with the man from AGL.

However, about five minutes later, my neighbour, Anna, knocked on my door. 
Anna is a widow (I think she has been widowed for more then ten years), and 
the lovely neighbour that every street needs. She feels comfortable coming 
to me for help – I think I fixed her television or video recorder last year, and 
twice a year, I pop over to change her batteries on her smoke detectors – nice, 
neighbourly stuff like that. 

English is not her first language, and while she is not frail, she is, what you 
might consider, one of those people who might be vulnerable to confidence 
tricks. Mainly because of language and age difficulties, which makes her less 
confident in her dealings with people that she doesn’t know.

So, Anna, has, in her hand, a contract from AGL, that she has signed. She is also 
quite distressed. She told me that the sales guy from AGL, had told her that I 
was with AGL, and was very happy, and therefore, she should also do this, or 
she wouldn’t be saving as much money as I was. She said that the salesperson 
said that if she didn’t change to AGL, she would be the odd one out in the 
street, and that she would miss out on the opportunities that everybody else in 
the street might gain from being with AGL.

Now, clearly this salesman has tricked Anna into signing up with AGL. He may 
have given her, mostly truthful, information about the offer, but he has taken 
advantage of a number of factors that determine how a person might, or might 
not, make a decision.

Firstly, let me explain how we make decisions under situations of stress.  In 
psychology, we use a term to describe how people don’t always think through 
their decision-making in a rational and linear way when placed under 
situations of stress. It is called ego or cognitive resource depletion, and it is very 
important in this context, and in contexts where people are put under duress to 
make decisions. 

This ego depletion becomes even more pronounced when – counter intuitively 
– people are provided with lots of information related to a topic that they don’t 
have the ability to fully understand, either because it is complex and confusing, 
or even simply because it is in an area that they have not had any experience 
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in.  It is in these situations that they rely on peripheral information to make 
their choices – things like colours, previous experience with similar situations, 
even the aesthetic layout of the information, or the way the person giving them 
the information is dressed. For those of you playing at home, this can partly be 
explained by a theory encompassed in the elaboration likelihood model, which 
basically suggests that when we are motivated, wide awake, not under pressure, 
and able to pay attention, we take a logical, thinking, central route to decision 
making. However, when we aren’t able to pay attention, we take the peripheral 
route, and are swayed instead by surface characteristics such as whether we like 
the speaker.

It is very important in today’s context, because it is well-established in the social 
psychology field that resource depletion leads to impaired performance on tasks 
requiring high-level cognitive control, i.e., important decision making. Logical 
reasoning, the kind that should occur when signing up to a power plan, or 
buying a house at auction, or signing up to a long-term repayment plan, such 
as a software program or insurance policy, or committing to a major financial 
agreement, is relatively inefficient, and has a high psychological cost. 

Let me get a bit technical – just for a second. It is generally accepted in 
psychology that human information processing is most likely to occur at two 
levels. At one level, logical reasoning is generally reserved for the more limited, 
inefficient, and costly level of processing – the decisions that we don’t make 
every day – whereas information processing such as perceiving, categorising, 
interpreting, and retrieving stored information is relatively automatic, and uses 
little information processing resources.

Put a person under stressful and unexpected conditions, such as being at a 
shopping centre with children, surrounded by competing sensory factors, such 
as noise and light, and our ability to reason or rationally consider all the options 
is seriously depleted. In addition to the logical reasoning required, the same 
reasoning is used for a whole range of different tasks, including regulating 
thoughts, and controlling emotions (such as being confronted with a proposition 
of “Do you want to save money, and not be the odd one out in your street? OR, 
in the case of Maths software, for example, Why should other kids be better at 
maths than yours? And Maths = Confidence = Success!

Who wouldn’t want this for their kids?

We rely on our unconscious attitudes to help us out in times of difficulty. In other 
words, we make decisions based on our emotions, and let our ego sort it out 
later.

There is also another factor at work here. Humans, by our nature, tend to be 
optimistic, and tend to believe that most people will be honest. This is how we 
have evolved to become such a successful species – we trust people to do the 
right thing. When we drive our cars on the road, we trust people, whom we don’t 
know, to obey the law.  Otherwise, we wound never leave our homes and climb 
into them. When we fly in a plane, most of us trust the airline to maintain safe 
and reliable planes – we don’t have the ability to check the safety of every plane 
before it takes off. Nowadays, if we said we wanted to check the engines before it 
took off, we would probably be arrested. 

To some extent, this is what was happening with Anna. She was put in a 
situation of stress, was emotionally and cognitively blackmailed, and ultimately, 
made a decision that went against her better judgment.  

Now, there is a happy ending to the story. Mainly because I live next door, and 
am comfortable with confronting dodgy salesmen. We found the guy trying to 
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sell the package to the next neighbour along, and, while we waited, made him 
contact his supervisor, and cancel the package that Anna had signed up for. I also 
gave him a lecture on how he needed to take responsibility for his actions, and 
that he should not be proud of his achievement of having convinced an 80 year 
old, non-English speaking women to sign up to his agreement. 

Now, let me return to my original propositions. My first point was that human 
beings would prefer to trust others than to distrust them, and my second point 
was that we have faith in institutions, and in people in positions of authority, that 
they will do the right thing, and act in our best interests. 

It is in our nature to be optimistic about our interactions with others. It is in our 
interests to trust institutions and big brands, and anyone who seems to know 
what they are talking about. As I explained with the story about Anna, it is an 
evolutionary necessity that we trust people around us, otherwise we would never 
get anything done. Everytime, we walk out of the door, we need to be able to 
trust that the people around us will behave in a way that we expect – trust is a 
willingness to accept vulnerability or uncertainty, or to put it another way, trust 
is not taking a risk, per se, but rather it is a willingness to take a risk. If we didn’t 
trust others, if we didn’t trust big business and brands, if we didn’t trust people in 
positions of authority – including, sadly, footy players, actors, and personalities 
- we would be in a constant state of paranoia and anxiety, and we wouldn’t leave 
the house.

My next proposition was that our brain is vain, deluded, untrustworthy, bigoted, 
pigheaded, and easily flattered.

Let me focus on a couple of aspects of this proposition – vanity and delusion. The 
reason I wanted to talk about this in this context, is that we are often very bad at 
predicting how successful we might be at completing a particular task. Our brain 
has a tendency to excuse our faults and failures, and sometimes simply forgets 
about them. You’ve all heard of the research that suggests that when asked, 
people will modestly, reluctantly, confess that they are smarter, more ethical, 
more motivated employees, and better drivers than the average person. As an 
aside, research into AFL players conducted by one of my colleagues, suggest 
that more 90 per cent of rookies believe that they will be 300 gamers, and will 
eventually have a career in the media. No one, whether you are thinking about 
your driving, getting married, or deciding to take up a football career, believes 
that they are in the bottom half of the heap or will be a failure. But we know, 
that this is statistically impossible. It is highly unlikely that the bride and groom 
are thinking to themselves at their wedding, “Well, this is a 50 – 50 chance”, but 
somebody has to be at the bottom of the heap – we are most likely to be smack 
bang in the middle. 

This delusion also happens when we think about using a credit card, taking 
out a loan, or signing up for 15 months interest free. Our ego creates a shield of 
unrealistic optimism around us, to protect us from failure and help us to make 
quick decisions. What we do, when we are trying to make a decision, is to rely on 
our memory to help us to gather evidence, so that we can make the right decision. 
The problem is that our memory is flawed, and we are more likely to look for 
evidence to reinforce the outcome that we want, rather than actually search for 
the truth. So if we truly desire the DVD recorder, our mind will start searching for 
reasons why we should buy the recorder, and bolster this with evidence that will 
support the case for why we will be able to pay off the loan before the 15 months 
expire. Our memory quickly accepts evidence that supports our case, and looks 
for more opportunities to bolster the case, while evidence that threatens what 
we want, or think, is subjected to a gruelling cross-examination, and most often, 
dismissed as not relevant to our decision.
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For example, research by Sha Yanga and her colleagues, published in the Journal 
of Economic Psychology, found that consumers who are prone to unrealistic 
optimism find it difficult develop a more realistic view for future borrowing. 
Unrealistic, self-serving optimism often leads people to reinterpret or deny facts 
that are contrary to their beliefs.

On the whole, then, we are not good at predicting how we might behave, mainly 
because we are over-confident about our abilities, and tend to seek out information 
that supports our generous beliefs about ourselves. Another way to think about 
this, is that we end up doing what we want, and then hope for the best.

At times, we will simply just invent supporting evidence (which psychologists 
call illusory correlation, for those of you playing at home). As Cordelia Fine says 
in her book, “A Mind of its Own”, your deluded brain sees what it expects to see, 
not what is actually there. Treat with the greatest suspicion, the proof of your own 
eyes.” Another way to look at it, would be to say to yourself, can I really trust me?

So, next we move on to the proposition about rationality, and whether or not we 
can trust ourselves to make rational decisions. My proposition was that we like 
to think that we can make rational decisions, based on information provided to 
us, but our decision making is incredibly flawed, subject to prejudice and stereo-
type, and our ego works to filter any information that might challenge our current 
attitudes.

The choices we make typically reflect our desires: we choose what, all things 
considered, we want. According to the rational view, the process by which we 
make choices is pretty straightforward. We consider the pros and cons of a 
particular choice, or perhaps even do a more formal cost-benefit analysis. After 
weighing up our options, we choose. For the most part, it is a process that is carried 
out in the conscious mind. Pretty straightforward. Right?

Wrong?

When we make a decision, to quote Geoffrey Rush, “it’s a mystery”. We try to 
proceed in a rational manner, but the analytic process is often a bit of a sham. We 
might attempt to draw up a mental list of pros and cons, if we can stretch our lazy 
conscious minds to undertake this process, but the problem with these types of 
lists is that we habitually cheat in their construction. We rely on information that is 
easily accessible and fits in with our current worldview.

Let me use, as an example, an offer I received from the bank that handles my home 
loan.

Let me read some of the text:

“Time to hit the shops”  - this bit is in bold.

Everytime you use your BankWest Zero Mastercard for a single transaction of 
$995…. Ya da ya da ya da…

“It’s so simple” – this bit is in bold too…

To make the most of the 6.99 per cent interest rate you don’t have to do a thing, it 
happens automatically, even if you are overseas…

Hmmmm, I’m travelling overseas in a couple of weeks, so I’ll use my Mastercard to 
buy stuff.

So, even though I like to think that I am relatively critical consumer, I am still 
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drawn in by the key factors that have been highlighted in this letter.

Also, take a look at the imagery – nearly one-third of the letter is taken up by a 
picture of a person with boxes that have SOLD marked over them.  There is also 
a bright orange line there, to draw my eyes away from the detailed text. And, the 
important things I should know, is in 2 pt. Font. The largest text, focuses on “GET A 
GREAT RATE…”

A number of factors are at work as we move through a decision making process – 
one way to explain this is through, what psychologists call the availability heuristic. 
Simply put, we make a judgment based on what we can remember, rather than 
complete data. In particular, we use this for judging frequency or likelihood of 
events.

It’s the same with advertising. Research suggests that the more we are exposed to 
a particular ad, or product, or brand, the more we are likely to believe that it is a 
good product or brand. Repetition has the effect of convincing us that beyond the 
company having the cash to repeatedly advertise, if they are advertising a whole 
lot, they must be successful, and therefore, their product must be good.

Repetition increases our familiarity with a claim. In the absence of evidence to the 
contrary, a feeling of greater likelihood that the claim is true begins to accompany 
the growing familiarity. This effect of repetition is known as “the truth effect”. The 
more we are told that something is true, the more it actually becomes true, in our 
mind.

We tend to think that if something is not true, somewhere, somehow, it would 
be challenged. If it is repeated constantly and not challenged, our minds seem to 
regard this as prima facie evidence that perhaps it is true. The effect of repetition 
is to produce small, but cumulative increments in this ‘truth’ inference. It is hardly 
rational but we don’t really think about it. We don’t go out of our way to think 
about it because low involvement, by definition means we don’t care much anyway. 

If you have ever wondered why advertisers seem to persist in repeating the same 
ad — if you have ever wondered why they think this could possibly influence sane, 
rational people like us — then here is the answer. Ever noticed how an ad break 
often finishes with a shorter version of the ad that was at the start of the break. It’s 
all about familiarity. 

Much of advertising creates only marginal differences, but small differences can 
build into larger differences. Even small differences can tip the balance in favour of 
the advertised brand. And in marketing, it is all about degrees of difference.

My next proposition was that we have a tendency to be apathetic and habitual 
about most of our decisions. Where possible, we take cognitive shortcuts, and use 
scant and flawed information to make decisions.

Now here is how I first came to be invited to speak to you today. Back in February, 
I wrote an article that appeared in The Age, about the alliance between McDonalds 
and the Heart Foundation. I would like to read you some key quotes from the 
article:

“By responding to mainstream health concerns about the quality of fast food, and 
by seeking to earn the Heart Foundation tick of approval, the impression that 
McDonald’s is making an effort to improve our diet is important to its brand equity.

What Macca’s is doing makes sense: psychological research has shown us that 
humans are notoriously trusting, positive, and generally apathetic when it comes 
to thinking too much about habitual behaviours. So it takes only a little effort on 
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the part of a big brand, such as McDonald’s, to convince us that everything is OK. 
By getting the Heart Foundation tick, by publishing the ingredients in its food, 
by using point of purchase displays highlighting its “healthier options”, by using 
bright lighting, open fridges, and by presenting an argument against the claims 
made by the films and books, McDonald’s is using a tried and tested psychological 
theory — often used by large brands in an abundant marketplace — called bounded 
rationality.

Simply put, bounded rationality is a theory that suggests most of our decisions are 
not fully thought through and, as such, we can be rational only within limits such as 
time, desire to expend effort, and cognitive capability. 

In some irrational, illogical way, our mind interprets that having the healthier 
choices at McDonald’s, and having the Heart Foundation tick of approval, means 
that McDonald’s has nothing to hide. We feel reassured, and better about our 
choices, whether it is a salad, or a Big Mac and fries.”

At the time of this article, I made the point that the major concern was the effect 
that this alliance may have on the smaller brand of the Heart Foundation. As a 
result of this, and other articles, the Heart Foundation was forced to develop an 
advertising campaign about “earning” the tick – and in effect, about its alliance 
with McDonalds. This was the first time that the Heart Foundation had been 
forced to defend itself in the media, which, for my mind, was not a good use of the 
organisations scarce funds.

The perception was that the Heart Foundation had sold its soul to McDonalds. 
Regardless of your views, the association with McDonalds has had an effect on 
people’s trust of the tick. However, I believe that the Heart Foundation has learned, 
and will be more careful next time it forms an alliance with a big brand. To some 
degree, this fiasco shows the complexity of the market, and how we should be 
careful whenever we deal with marketing. 

The other factor that I highlighted in this article was the use of Bounded Rationality, 
and its acceptance in mainstream psychology and economics as a generalisable 
means by which we can understand much irrational human behaviour. I think 
the main reason that bounded rationality has been so widely accepted is because 
of the work of Nobel Prize winners, Daniel Kahneman and Amos Tversky in this 
area. Kahneman proposed bounded rationality as a model to overcome some of 
the limitations of the rational-agent models in economic literature. Actually, it 
is Kahnemann and Tversky who are recognised as the pioneers of research into 
behavioural economics, and bounded rationality, as well as other psychological 
phenomena such as the Peak End Rule – which I will come back to – the 
Endowment Effect, Prospect Theory, and the Satisfaction Treadmill. Obviously, I 
can’t cover all of these in today’s talk, but if you are interested, you should take 
a look at Kahneman and Tversky’s book, Choices, Values and Frames, which is a 
ripping yarn. 

These theories are also great ways to get a conversation started at a barbecue. Can 
you imagine what the reaction would be if you just came out and said to someone 
who had just told you that they had bought a new espresso machine, and they 
were now thinking of buying a stainless steel fridge, “Oh, looks like you’re on the 
satisfaction treadmill”. 

So, Bounded Rationality theory suggests that despite our desire to think that we 
make good choices, most of the time we rely on a flawed system of utilising the 
most accessible, and least challenging information to make judgments. Generally 
speaking, our minds don’t have the capacity to constantly weigh up all the options, 
and therefore, we look to patterns that won’t challenge our egos or our current belief 
system. 
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Let me show you some ads that demonstrate my point.

We also notice the stuff that we agree with, and filter out what we don’t agree with. 
Labour voters would have scoffed at the Workplace Relations Ads, while Liberal 
voters will see this as a positive message.

We usually make judgments on three or four basic criteria, usually stuff we have 
come across recently, and usually at an emotional level. What our mind is good at, 
though, is rationalising those decisions. That’s when a lot of advertising works well.

Have you ever noticed, that after you have bought a new car – let’s say you just 
bought yourself a Subaru Liberty – you start to notice all the Subaru Libertys? You 
might even notice all the silver Subaru Libertys, because that is the colour of the car 
that you bought. All of this is your minds way of assuring you that you have made 
the right choice. On one hand, you might be feeling that you are not as individual 
as you thought you were, but on the other hand, it is reassuring that so many other 
people have bought the same car. Remember “the truth effect”? If lots of people have 
bought them, then they must be good. You also start to seek out information that will 
confirm what a great decision maker you are – you might notice that the Liberty has 
been voted Car of the Year, or the safest car in its class. 

Your mind is also good at filtering out any information that might conflict with your 
obvious good choice – if you find out that the car is easily broken in to, you reassure 
yourself by saying that you have installed an alarm, so that bad thing could not 
possibly apply to you.

Car advertisements also exploit this desire for reassurance. Car ads work best on 
people who already own their brand of car – if you are reassured that you have made 
the right choice, then you are most likely going to recommend your car brand to 
others.  Our brain is vain – we desperately need to be reassured that we are clever, 
smart, and make excellent choices.

There are two final propositions that I want to address before I finish. Hopefully, you 
are still with me, and I assure you that these last two are doozies…

The second last proposition that I put to you was that people don’t like to admit they 
have made mistakes (our ego won’t let us), and dislike it even more when somebody 
else tells them that they have made a mistake.

Why is this important to today’s forum?

Well this can be explained by two theories which are interelated, which, whenever I 
speak about them, always generates substantial discussion, and recognition.

The first is the endowment effect.

The endowment effect, and its close relative, prospect theory, is another way that 
our ego protects us. Basically, the endowment effect explains why, once we own 
something, we find it hard to give up, and we place a much larger value on it, than 
a person who doesn’t own it, e.g., buying a top that looked really good at the shop, 
getting home and realising that it doesn’t go with anything that you currently own, 
yet holding on to it for three years, until you just give up on it, and donate it to the 
Salvos.

The endowment effect explains why we always seem to overvalue how much our 
house or car is worth. It also explains why we seek to “own” something that we have 
bought, even when we know that we don’t want it. Our ego steps in and, to some 
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degree, doesn’t let us convince ourselves that we made a bad choice – otherwise we 
would be admitting to ourselves that we can’t make good decisions, and are not to be 
trusted, and if we got into that cycle, we would be constantly depressed and would 
never make a decision.
 
The other interrelated factor is loss aversion. Loss aversion is a concept of Social 
Psychology as much as economics. It is not the reality of loss that matters but the 
perception. This is one place where being good at maths doesn’t give the answer. 
Nations have gone to war and “stayed the course” long after they have been 
defeated, because of loss aversion. It simply means you refuse to admit you made 
a mistake. As social psychologist, Eliot Aronson writes, “Once we have committed 
a lot of time or energy to a cause, it is nearly impossible to convince us that it is 
unworthy” The real question is “How bad do your losses have to be before you 
change course?” Just look at the “Coalition of the Willing”…

And my final proposition was that the role of marketing is to make you feel 
uncomfortable with your current state of being, and create a desire for you to change, 
or maintain, your behaviour. 

Let me respond to this final proposition by talking to you about desire. The concept 
of desire is critical to the consumption focused world in which we live, and is critical 
to marketing. It is indicative of our affluent society.

Grant McCracken, in his book, Culture and Consumption, which is a brilliant 
analysis of the symbolic character of consumer goods and activities, suggested 
that “The gap between the “real” and the “ideal” in life is one of the most pressing 
problems a culture must deal with.” He suggests that it is this gap that makes us 
push forward toward larger goals and hopes. McCracken argues that in our desire 
to close this gap between the “real” and the “ideal” life, we are searching for the 
displaced meaning in our lives, “Christian theologians have posited the “other 
world” as a means of attaining this fundamental search for meaning. If we remove 
this faith from our everyday existence, we search for some other way to find meaning 
within our existence. 

Ultimately, we can observe that consumption of goods and services, has become a 
defacto bridge to diplaced meaning in our existence. Put another way, goods become 
a means by which an individual can “contemplate the possession of an emotional 
condition, a social circumstance, even an entire style of life, by somehow concretising 
these things in themselves. They become a bridge to displaced meaning and an 
idealised version of life as it should be,” or perhaps as we would like it to be.

It is into this “other world” that marketers seek to fill the gap between the “real’ 
and the “ideal”. So, the underlying mandate of marketers is to make consumers feel 
uncomfortable with their current state of being. 

So, how do we defend against this onslaught from marketers, who are exploiting all 
these complexities of human behaviour?

First, we stand our ground with the rationalists, who argue that decision making is 
a simple process of considering all the options, weighing up utility, and then making 
a sensible decision. We should banish the term “common-sense” from our language, 
because there is no such thing as a common perspective, and, as I have demonstrated 
this morning, most of our decisions don’t really make sense.

Second, we accept that our decision-making is flawed, and not judge ourselves, or 
others, harshly, when they seem to make irrational and counter-intuitive decisions. 
We need to accept that people are complicated, and assume that when a person 
comes to us for help, because of a decision or choice that they made, that, at face 
value, looks totally irrational, they did not make that decision to annoy us, or to 
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create work for us, but because they thought that they were making the best decision, 
based on the information that they were presented with, and their ability to consider 
that information to make the decision.

And third, we educate others, whenever we can, about the nature of decision making 
– but we do it in way that won’t challenge their current beliefs and attitudes. Where 
possible we challenge those simpletons who think the world is black and white, and 
that their way is the best, and only way, to do things. We should try to accept that 
they have also come to their conclusions based on flawed and irrational thinking, and 
therefore, accept that their point of view is worth considering, but, by the same token, 
it is okay for us to argue against it – there is no such thing as “you are either with us, 
or against us”. As Percival Everett, Professor of English at the University of California 
says, “we need to view the world as being made of varying points of view, and to 
court those we would not normally meet for coffee.”

So I want to leave you with a final theory, which is a good conclusion to my talk, and 
might help you to understand why we often find it hard to remember details of a 
speech or event, once the event has concluded. It also applies to the sales process. It is 
called the Peak-End Rule.

According to the peak-end rule, we judge our past experiences almost entirely 
on how they were at their peak (pleasant or unpleasant) and how they ended. 
Virtually all other information appears to be discarded, including net pleasantness or 
unpleasantness and even  how long the experience lasted.

This heuristic was first suggested by Daniel Kahneman. He argued that because 
people seem to perceive not the sum of an experience but its average, they tend to 
place most emphasis on the moments when the experience was at its peak, as well as 
the conclusion of the experience.

One everyday example of the peak-end rule is related to how we might remember 
our holidays. Our memories aren’t linear – we don’t remember our experiences 
in real time – if we did that we would never get anywhere - nor do we remember 
our experiences in the order that they occurred. What we will remember about our 
holidays tend to be highlights – the time when we got stung by a blue-bottle, or the 
time you and your brother had a swimming race, and you won for the first time. It’s 
the same with witness accounts. Often, the witness or victim remembers the extreme 
moments of the crime experience. 

And it is also the case with speeches at forums.

Hopefully what you’ll remember about my talk was this…

Thank you for listening.
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elements of Industry external 
dIspute resolutIon schemes 
(edr)

The aim of this presentation is not to go through a detailed description 
of the schemes.  However, I want to cover some key characteristics of 
the schemes, and explain in general terms some of the similarities and 

differences between various schemes.  The aim is to help those of you who are 
new to this to engage more effectively in today’s proceedings, and to under-
stand some of the jargon – and there’s a bit of that!  

EDR or ADR?

External Dispute Resolution (EDR) or Alternative Dispute Resolution (ADR)?  
I’d like to take this opportunity to settle this once and for all – although this is 
just my view.  While we have used the term ADR over the years, the problem is 
that ADR is also used to refer to a broad range of dispute resolution processes, 
including Tribunals, conciliation by Fair Trading agencies, and Court based 
ADR such as in family law matters.  I’m concerned sometimes to hear various 
general debates about ADR that just don’t apply to the industry schemes.  With 
increasing emphasis on industry internal dispute resolution (IDR), I think it’s 
time we all started referring to industry EDR (well, I’ll try to remember to do 
this, but I can’t promise!).  

Regulatory Underpinning of the Schemes 

It’s worth noting at this stage that the Superannuation Complaints Tribunal 
(SCT), which is represented here today, differs significantly from the other 
schemes, and the reason is that the scheme was established by Government 
-  so it is a “regulatory” scheme.  It hears complaints about superannuation, 
annuities and retirement savings accounts. While regulation impacts on other 
schemes in various ways, they are not actually established by Government. 

So, what is the basis of the other schemes?  

The Telecommunications Industry Ombudsman (TIO) is referred to in the 
Telecommunications Act, which requires particular telecommunications service 
providers to become members.  Other schemes are not named in legislation, 
however legislation, or licensing of various businesses requires those business-
es to be a member of a dispute scheme that is approved by the regulator.

Energy and water retailers in Victoria and New South Wales (and I assume 
some other states) are required (either by legislation or as a licensing condition) 
to be a member of a dispute resolution scheme.  In Victoria, for example, the 
scheme must be approved by the regulator – the Essential Services Commis-
sioner.

Financial services that are licensed by ASIC are required to belong to an ASIC 
approved dispute resolution scheme.  ASIC have a policy (PS139) that outlines 
the requirements a scheme must meet in order to be approved by ASIC.  ASIC 
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also have a policy (PS165) that covers internal dispute resolution (IDR), and 
both these policies are currently under review.

Generally, membership of a scheme is compulsory for:

• deposit taking institutions (such as banks);
• telecommunications providers;
• energy and water providers (in most states).  

I was pleased to find out that timeshare companies also have to belong to a 
scheme.  

One large exception is finance brokers and credit providers.  However, it is 
worth noting that many brokers and credit providers (such as GE) are mem-
bers of a scheme.  Other significant members of the Banking & Financial Serv-
ices Ombudsman are Collection House (debt collection) and Veda Advantage 
(credit reporting agency).  

Most of the financial services schemes have co-operated to create a single, 
shared phone number that puts callers through to the appropriate scheme – 
this is done under the name of Financial Services Ombudsman (FOS).

Governance

All the industry schemes are governed by Boards.  Apart from the TIO and 
the Energy and Water Ombudsman NSW, these Boards have equal repre-
sentatives of industry and consumers.  The TIO & EWON have Boards with 
a majority of industry representation, but a Council with consumer represen-
tation.  Many consumer advocates have concerns about this structure, and 
believe that the TIO should combine the Board and Council, as other schemes 
have done.  

It’s worth noting that because business can use these schemes, at least one 
“consumer” representative is likely to represent small business users.  These 
Boards provide a level of independence for the schemes.  They do not play a 
direct, or advisory, role in the complaints handling procedures.

Who Can Use the Schemes?

I won’t go through this in detail, only to mention that access to each scheme 
varies, but in many cases it is quite broad (for example by providing access 
to small, and often medium sized business).   My advice is to check with the 
scheme if you’re unsure.  Most, if not all the schemes, have this type of infor-
mation available on their websites.

Scheme access tends to cover “customers”, but in some cases it is broader.  
For example, EWOV and EWON can hear complaints involving the impact 
of a decision such as cutting back trees on your property.  The BFSO can hear 
complaints about Collection House or Veda Advantage, in cases where it is 
most unlikely that the complainant is a “customer” of that business.  

However, in relation to insurance there are some gaps – for example con-
sumers who are in dispute with an insurer, where the insurer claims that the 
consumer caused damage to the insured’s vehicle, are not currently entitled to 
use the Insurance Ombudsman Scheme.  

No Cost for Consumers

This is a key feature of all the schemes, including the SCT.  
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Monetary Limits

All Schemes have Terms of Reference, or Charters, that describe their juris-
diction.  Upper monetary limits vary significantly between schemes, and as 
you can imagine, these are of great interest to consumer advocates and the 
consumer directors on the Boards. Again, I refer you to the websites of the 
schemes.

Determinations

All schemes have the power to make a Determination.  While many schemes 
rarely, if ever, use this power, it is an important one.  There is clear evidence 
that industry is generally more likely to co-operate if they know that a Deter-
mination can be made.  

An SCT decision is binding on both parties.  However, Determinations by the 
other schemes are only binding on the industry member (as long as the con-
sumer accepts the Determination).  If the consumer doesn’t accept the Deter-
mination, the consumer can take the matter to a Court or Tribunal.  While it is 
difficult to imagine this happening, our service has done this in one case.

Most schemes base their Determinations (and their approach to conciliation) 
on the “law, fairness and good industry practice”.   Exactly how these three 
should be balanced is a key question.  “Good industry practice” means that 
the schemes can often base a decision on an industry code, even if the busi-
ness involved hasn’t signed up to the code.

Depending on the scheme, the Determination is made by an Ombudsman or 
by a Panel.

A determination by the SCT can be appealed to the Federal Court on a ques-
tion of law.

Appeals against other schemes are limited – but there have been a few ap-
peals lodged by industry members.  This is another issue that raises concerns 
for scheme boards.  It is unlikely that a consumer would want to appeal as 
the consumer has the power to reject a Determination.

Conciliation, and informal processes

All schemes attempt to resolve matters through informal processes, and these 
processes vary between schemes.

Reporting of Systemic Issues

I believe you will find that all schemes play a role in reporting systemic is-
sues to the relevant regulator.  The requirement to do so is based on an ASIC 
requirement, and/or as part of the schemes’ Charters.

Reviews

All schemes undertake regular or ongoing reviews, which include consulta-
tion with stakeholders, surveys of users and so on.  This is a good opportuni-
ty for consumer representatives to have input.  All the schemes have informa-
tion about their past or current reviews on their websites, and if you are new 
to this area, these will provide much food for thought.
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Consumer Action 
Law Cenre

productIVIty commIssIon 
InquIry: effect on edr schemes

The PC CP review – risks and opportunity

The review provides an important and timely opportunity to reflect on our con-
sumer policy environment and related questions – how have we as consumers 
changed, how has the marketplace changed and what have we learned?

We have not had such an opportunity for decades and much has changed in 
that time. Before turning to look at some of these changes, I want to mention 
a few of the positives and risks that are already apparent at this early stage in 
the review.

Positives
A proactive PC, which started consultation it seems within hours of receiv-• 
ing the reference from the Treasurer. I am aware they have met with con-
sumer and community organisations around the country as well as other 
stakeholders.
Important issues are recognised in the Terms of Reference including chal-• 
lenges faced by disadvantaged and vulnerable consumers and the impor-
tance of consumer behaviour in markets. And the Issues Paper shows a 
clear appreciation of current issues affecting consumer policy.
It provides an opportunity to take stock of societal and market changes • 
and to update our framework.

Risks
Strong themes around cutting red tape and reducing compliance burden. • 
We can all agree red tape and unnecessary compliance burden help no 
one. But what is effective and necessary regulation and what is red tape 
may be the subject of significant disagreement.
Should not be driven by ideology (either pro or anti-regulation).• 

Trends and developments
So turning to some trends and developments – there are many:

Globalisation of markets• 
Privatisation• 
Increasing use of market mechanisms• 
Emergence of market driven problems• 
Increasing levels of debt• 
Emergence of industry based IDR and EDR• 
Internet and other new technologies• 
Sustainability• 
Growing understanding of the importance of consumers in markets – that • 
is, acknowledging actual consumer behaviour as compared to making as-
sumptions about it and expecting change to fit those assumptions.

I would like to focus more closely on a few of these.
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Trend Increasing levels of consumer debt
Rising debt as a percentage of income• 
Increase in personal bankruptcies• 
Increase in foreclosures• 
Increase in access to credit – low doc loans, 100% finance (and we are see-• 
ing the very real and potentially catastrophic impact where large numbers 
of consumers are unable to service their loans playing out in the US with 
the collapse of the ‘subprime’ lending market )
Increases in credit card debt.• 

Percentage of Annual Average Income

In 1985 credit card balances were at 14.15% of annual average income. In No-
vember 2006, despite significant increases in annual average income, credit 
card balances were at 86.39%. And this problem is commonly understated be-
cause we know that approximately two thirds of people pay off their monthly 
balance and the third that don’t owe a lot more debt relative to income.

Development – market created problems
Effective and competitive markets unquestionably deliver benefits to consum-
ers. However, it must also be acknowledged that left unchecked, markets can 
also create consumer problems. Take just one example – intermediaries. The 
PC Issues Paper touts intermediaries as a positive market response to increas-
ing complexity of product and service choices.

We do not disagree about complexity! Nor do we disagree that intermediaries 
can play a useful role. But not where they are hopelessly conflicted. An inter-
mediary cannot be said to be independent, let alone acting for a consumer, 
where their source of income is commission or other payments from a seller.

Development – attention to the role of consumers in markets
and the importance of consumer behaviour 
Some have been aware of the importance of these issues for
some time. Ron Bannerman, the then Chairman of the Trade Practices
Commission, said in the TPC’s 1984 Annual Report:

’Consumers not only benefit from competition, they activate
it, and one of the purposes of consumer protection law is to
ensure they are in a position to do so.’

Kahnmann and Tversky who received the Nobel Prize for economics in 2002 
for their work in behavioural economics have been undertaking the work for 
decades. So some have been on to the importance of these issues for some
time – yet they have not made their presence felt in any systemic way in the 
making of consumer policy. We have an opportunity to change that. And we 
must because if we are serious about competition we need to be serious about 
effective consumer protection. It is not a contest between market mechanisms 
and regulation.

This is not an easy task – but there are some positive signs.

Important discussion and research is taking place in the• 
OECD• 
The NZ Ministry of Economic Development has produced fact sheets and • 
guidelines Behavioural analysis for policy – new lessons from economics, 
philosophy, psychology, cognitive science and sociology.
Research regarding why some markets work better for consumers than • 
others is taking place, albeit in jurisdictions other than Australia.
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Other roles of consumer protection
As Ron Bannerman noted, one of the purposes of consumer protection is to 
help consumers to activate competition. We couldn’t agree more – it is criti-
cal to enabling consumers to operate confidently and effectively. And that is 
not just about finding new ways to deliver information to consumers (though 
that of course is important). Consumers can feel more confident to enter new 
markets if they know a base line of protection is available.

But consumer protection also does and should seek to deliver on other objec-
tives. It can reflect our goals as a society beyond efficiency eg access to essen-
tial services and protection of the vulnerable. It can also assist to ensure that 
the benefits of competition are distributed.

Disadvantaged and vulnerable consumers
This leads me to the issues facing disadvantaged and vulnerable consumers. 
There are a number of points to make about this group.

First, it is not necessarily a small group. All of us may be vulnerable at a par-
ticular time or in relation to a particular issue. This is not to say that there 
should not be policy responses that target particular disadvantaged groups. 
For example there is evidence to show that some disadvantaged groups miss 
out on the benefits of competition and may even be worse of in some cases
(eg Effectiveness reviews of energy competition in Victoria; rising services 
charges for basic telecommunications services).

Further we have also seen evidence that programs targeted at consumers with 
lack of capacity to pay for essential services have not just paid off in terms 
of social responsibility, they have actually improved the bottom line eg Yarra 
Valley Water.

It is also important to recognise that problems experienced by disadvantaged 
and vulnerable consumers may also be signposts to broader consumer detri-
ment. It is just that some consumers have more capacity to absorb detriment 
than others.

So depending on the nature of the issue either broad or targeted
approaches may be preferable. This need for a diverse approach
is a theme I will return to.

Before I do, I want to mention another strong theme that sits in the background 
to the PC review – the debate regarding industry specific versus general regu-
lation.

Industry specific and general regulation
There appears to be a theme running through the PC Issues Paper that suggests 
that industry self regulation drives inconsistency and duplication. Whilst this 
is undoubtedly the case in some arenas, in others, the availability of necessary 
targeted regulation can drive down compliance costs and improve certainty.

It should also be noted that industry specific regulation is not always driven 
by consumers and their representatives. It is often industry that calls for spe-
cific guidance on how a general principal may apply. Equally, governments 
may see virtue in a targeted and visible response to a problem.

In our view, there is a place for both industry specific and general regulation. 
Further, it is possible to identify circumstances in which it is more likely that 
industry specific regulation is appropriate. 
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These include:

Essential services (for example we really don’t want a number of payment • 
methods mandated in our fair trading legislation. Equally, it is important 
that a range of payment options are available to access essential services).
New markets (where consumers will be unfamiliar with the choices and • 
may require extra levels of confidence to enter the market).
Credence goods• 
High risk products• 

So what does our environment and current trends say about approaches to 
CP?

First and foremost we require a range of tools in the arsenal. No one policy 
tool is always the right response or should be preferenced over another. It is a 
question of identifying the right tool or tools for the job and making sure the 
tool kit is maintained and updated.

Nor should application be linear. It should not always be necessary to try in-
formation and education, moving to self or co-regulation and then to regula-
tion. Nor should regulation be an automatic response.

In our view, there is a place for both industry specific and general regulation. 
Further, it is possible to identify circumstances in which it is more likely that 
industry specific regulation is appropriate.

These questions should not be driven by ideology of any colour, but by evi-
dence.

Evidence based approaches
Of course evidence is critical and cost/benefit processes acknowledge this to a 
degree. But evidence should be just that – we should no more assume
compliance and other costs to business than we should benefit to consumers. 
And there are many elements of the cost/benefit equation we need to be much 
better at:

Evidence should be required to deregulate as well as to regulate• 
We need to be better at counting the costs to consumers of the absence of • 
regulation and at measuring benefits (even though these may be much less 
amenable to plotting on a graph or applying a dollar figure to). One way to 
do this may be to borrow techniques from other regulatory or policy pro-
cesses. We see victim impact statements in the criminal law and environ-
mental impact statements in the environment protection context. Perhaps 
it is time for consumer impact statements.

We cannot meaningfully measure costs or benefits without data – and the lack 
of data is a theme that comes up again and again in this context. It is simply 
not good enough to require cost/benefit analysis to be undertaken without 
addressing the critical shortage of consumer data and indeed bodies charged 
with the responsibility to obtain it.

Consumer protection at a federal level
Whilst we have seen some positive signs in recent items of a returning inter-
est in consumer affairs, not least of which is the giving of the reference to the 
Productivity Commission, it is equally clear that there is much ground to claw 
back.

With no disrespect to the Parliamentary Secretary, a minister responsible for 
consumer affairs is not the same as a Minister for Consumer Affairs. And we 
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have not had a Federal Minister for Consumer Affairs since 1998.

We have seen the de-funding of consumer advocacy organisations even as more 
importance is placed on research and data in regulatory processes and consum-
ers are exposed to more market based interaction than ever before. 

We see the Trade Practices Act, once a world leader, falling behind initiatives 
developing both here at a State level and overseas. Examples include unfair 
contract terms legislation in Victoria and the UK, the development of general 
consumer protection standards in the EU, proactive market investigation
powers, super complaints and right of action for certain consumer organisa-
tions – these are just a few examples of developments.

Even basic amendments to the TPA have languished. In 2002 and 2003 we saw 
the decisions in Medibank Private and Danoz Direct respectively. Each of these 
decisions had a significant negative impact on the ACCC’s ability to obtain re-
dress for consumers. In Medibank it was established that the ACCC could not 
obtain specific performance of advertising promises for individual consumers 
unless it had obtained consents from the affected consumers. The decision in 
Danoz placed similar restrictions on the ACCC’s ability to obtain refunds.

Since 2002 there have been no less than 21 Acts of Parliament amending the 
TPA, 15 since 2003. Yet the opportunity to amend these significant flaws in the 
TPA has passed by again and again. It should be remembered that this is not 
new regulation. They are amendments necessary to enable effective enforce-
ment of existing regulation – thereby sending appropriate economic signals to
businesses that breach the law (who otherwise may retain the profits gained 
through their unlawful conduct) and obtaining redress for consumers affect-
ed.

Institutional arrangements
Before turning to a way forward for consumer protection, I want to spend a 
moment talking about institutional arrangements, specifically the Ministerial 
Council on Consumer Affairs and the Standing Committee of Officials in Con-
sumer Affairs – and the need for speed. The progress of policy through these 
institutions could fairly be described as glacial. Whilst we have much sympa-
thy for the challenges involved in obtaining agreement across nine jurisdic-
tions, we consider that there are simple initiatives that could be set in place to 
improve the ability to reach consensus. These include a commitment to smaller 
agendas, more work between meetings, out of session decision making and 
better resourcing of processes.

However, it must also be said that lack of progress cannot always be attributed 
to the challenges created by a federal system. To take just one example, we saw 
an agreement between all jurisdictions in relation to the regulation of finance 
brokers reached in September 2006. More recently we have seen media reports 
(presumably originating from government sources) suggesting a response is 
still 12 months away. This is plainly unacceptable.

A way forward
So what, in Consumer Action’s view, is the way forward for Australia’s con-
sumer policy framework? We consider there are four key elements (each relat-
ing to the others):

1. World class consumer protection
This notion includes both specific elements of reform (eg unfair contracts terms 
legislation, proactive investigation of markets) as well as the need to supple-
ment or update the lens through which we view consumer protection and con-
sumer policy (e.g. using thinking emerging in the behavioural economics field 
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and recognising consumers’ role in effective markets).

2. Improve our ability to analyse costs and benefits.
Independent research is a critical element in this, as is improving our ability to 
harness on the ground experience.

3. Strengthen the consumer voice
This means an independent and well-funded consumer movement. It also 
means that there is recognition that debates that impact on the consumer in-
terest should have that interest represented at the table.

4. Much greater enforcement of existing law
There are many critical elements to achieving effective enforcement. A will-
ingness to be proactive on the part of regulators is clearly critical. Such an ap-
proach is more likely where there are adequate levels of resourcing and
understanding of and support for the proposition that establishing the bound-
aries of the law is a worthy exercise in itself and that ‘losses’ can be policy wins 
in this context. 

These elements will help us achieve the objectives of consumer policy – now 
and into the future: making markets work for consumers, ‘growing the pie’ to 
fund our aspirations as a society and distributing fairly the benefits of those 
competitive markets.
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M O R N I N G  S E S S I O N

 8.45am Registration

 9.00am  Welcome

David Tennant, Chair of AFCCRA

 9.10am Conference opening: 

Ralph Norris, CEO, Commonwealth Bank of Australia

 9.25am Providing a context: 

Paul Briggs, Co-Chair National Indigenous Money 
Management Agenda (NIMMA) 

Established in 2002 as a key project of Reconciliation 
Australia, NIMMA aims to improve Indigenous peoples’ 
money management skills and access to appropriate 
financial services and products, regardless of where those 
people live. Paul Briggs, a Board Member of First Nations 
Foundation is the Co-Chair of NIMMA.

 9.45am Keynote address: 

Marilyn Webster, Good Shepherd Youth and Family Services. 

As Manager of Social Policy and Research with Good 
Shepherd in Melbourne, Marilyn Webster has over 20 
years experience in working for consumers at the margins, 
particularly through the design and review of services aimed 
at tackling disadvantage and exclusion.                                            

 10.30am Morning tea

 10.50am Peter Kell, Financial Literacy Foundation    
  Advisory Board 

Peter Kell is the Chief Executive Officer of Choice, formerly 
the Australian Consumers’ Association and publisher of 
the magazine of the same name. Peter was a member of 
the Commonwealth’s Financial Literacy Taskforce and was 
appointed to the Foundation’s Advisory Board when it was 
launched in June 2005. With the Foundation’s national 
advertising and awareness raising campaign about to note 
its first anniversary, Peter will explore the progress made 
for ensuring meaningful access to financial services and 
products for low income and marginalised consumers.

contact: Jan Pentland at janpentland@hotmail.com

PROGRAM

Further information

FORUM

“Financial 
inclusion – is 
it working for 

low income, 
disadvantaged 

and 
marginalised 

people?”

Thursday  
26 July  

2007  
9am to 5pm

Citigate Sebel
28 Albion Street

Sydney
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This is the second Financial Literacy and Inclusion Forum that AFCCRA 
has hosted. Given the prominence of financial literacy activities in 
recent years it is somewhat surprising that the terms have not been 

more regularly linked. For financial counsellors they are inseparable. There is 
no point building consumer capacity without genuine access to safe and fair 
financial services markets. Similarly access is pointless without the ability to 
understand and interact. 

For the low income and disadvantaged consumers who predominate as the 
clients of financial counselling services around the country, neither access 
nor capacity can be taken for granted. In fact often both of these basic criteria 
are missing, creating an impossible set of barriers to normal activities and 
interactions. 

Public policy debate in Australia in immediate recent history has shown 
an unhealthy preoccupation with blaming disadvantaged people for 
their disadvantage, shifting responsibility to those people to tackle and 
correct their disadvantage and penalising them if they do not succeed. My 
strong personal view is that this current ‘blame the victim’ approach is 
fundamentally wrong, not only undermining our sense of humanity but 
working against a broadening of the base of economic inclusion. 

No matter how one approaches the subject, the single biggest economic 
challenge facing Australia today is the level of personal debt that we carry 
individually and collectively. Not surprisingly, the explosive growth in debt 
levels has dominated discussions at the meetings here in previous days. With 
the potential for another increase in official interest rates looming large the 
pressure that debt is putting on ordinary households is, to use the current 
political verbiage the BBQ stopper.

Today provides an opportunity for us to reflect on approaches to money 
issues. How comfortable, competent and capable people are is just part of 
the equation. Perhaps the very framework of how we consider financial 
matters deserves review. We know for example that increasing numbers of 
Australian households are feeling financially stressed. Debt plays no small 
part in those increased stress levels. As a community, have our conversations 
and expectations about what constitutes wealth added to the pressure? We do 
not seem to value or acknowledge in any practical way the effort involved in 
just balancing a household budget. Keeping a family safe, happy and fed is a 
great accomplishment – but where in current public discussions do we mark 
the achievement that represents?

On the contrary, the larger messages are clear. If you are not accumulating 
monetary and material wealth, spending every waking moment pondering 
future or current investments, you are a financial dud. From super-switching 
to efforts to distinguish between good and bad debt we are broadly 

welcome

David Tennant
Chair, Australian 

Financial Couneslling 

and Credit Reform 
Association 

fInancIal lIteracy and InclusIon 
forum
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encouraged to speculate to accumulate or risk a very bleak retirement. And 
to turn the aspirations into reality we are urged to engage with industries 
that have not tackled fundamental problems that in the case of the financial 
planning sector, Louise Sylvan once famously described as being structurally 
corrupt. There are no doubt many Westpoint and Fincorp investors, who 
sought advice from licensed planners, relied upon apparently glowing 
references and not overly ambitious estimated returns who are scratching 
their heads and wondering just which bit of advice they did not follow 
properly.

Growing financial capacity is no bad thing. It helps individuals, families and 
communities to grow. But as in all discussions that tackle big questions of 
economy, society and environment, the way ahead must consider issues of 
sustainability. 

Our program today is designed to facilitate an exchange of views between 
a group of stakeholders that well understand the challenges and benefits of 
matching capacity with safe, fair access. We will hear stories of initiative, 
lateral responses to disadvantage and most of all encouragement and 
support. To commence those discussions, I would like to extend a very 
warm welcome to the Chief Executive Officer of the Commonwealth Bank of 
Australia, Mr Ralph Norris.
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keynote address

Marilyn Webster,
Good Shepherd Youth and Family Services

FINANCIAL INCLUSION –IS IT 
WORKING FOR LOW INCOME, 

DISADVANTAGED AND 
MARGINALISED PEOPLE

Marilyn Webster
Social Policy Research Unit 

Good Shepherd Youth and Family Service
FLIFS 2007
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Trends in Social Provision

• Risk borne by individuals and families not 
the state

• Emphasis on transition to work
• Workforce and ageing interact 

(“participation”)
• Place based approaches to addressing 

poverty and disadvantage

Financial Inclusion: should we be worrying about it?
Petty July 2 2007

Financial Inclusion: should we be worrying about it?
Petty July 2 2007
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Financial Inclusion: should we be worrying about it?
Petty July 2 2007

Financial Inclusion: should we be worrying about it?
Petty July 2 2007
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Incomes in Australia

Income varies with Age

mean gross weekly household Income — 2003-04

Unemployment trends
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Social Security and Job trends

Income Support Trends

Wealth of Households
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Housing Tenure 1994/5 to 03/04

Superannuation
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Households without private health 
insurance
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Langmore(2005)
• There has been a tendency , however for the 

rhetoric about the benefits of microfinance 
schemes to be advocated as if they were 
panaceas….they are a necessary but not a 
sufficient condition for coping better with or moving 
out of poverty. 

• There has also been a tendency to use them as 
low cost means of reducing poverty so as to 
reduce pressure for improvements in the delivery 
of other essential but more costly services such as 
education, health, housing and rural roads. All of 
these services are necessities, microfinance is not 
an alternative to them…
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Chant Link for ANZ: Poverty and financial exclusion

Financial exclusion in Australia
• Financial exclusion is a very real issue in Australia, and research 

carried out for ANZ by Chant Link and Associates in 2005 shows:
• Around 120,000 people, or 0.8% of Australia’s adult population, 

could be considered totally excluded with no ownership of financial 
products. 

• Around six per cent of adults have minimal financial access, owning 
only a transaction account. 

• Risk factors influencing financial exclusion include unemployment, 
poverty, disability or long-term illness and low education levels. 

• Factors causing long-term financial exclusion include financial 
illiteracy, learned dysfunctional credit or savings behaviour and 
intergenerational exclusion. 

• Special factors affect Indigenous Australians who are the only ethnic 
group in Australia consistently associated with financial exclusion. 

Financial Services for all: the 
challenges for microfinance

• Savings
• Credit
• Insurance

housing
income
health
education

• Superannuation
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