Unit 2 Consumer and
financial literacy

Finance ana
consumers

In Australia’s market economy, we are all
consumers. That means we buy goods

and services for our own personal use. As
consumers, we make decisions about what to
spend our money on. Our goal is to buy those

things that will best satisfy our needs and wants.

This would be simple if not for the millions

of products on offer, and the limited amount

of money that we have to spend. As savvy
consumers, we learn how to make the most of
our money. There are many ways we can do
this. From looking for things that are within our
budget, to understanding what we can do if a
product we buy is faulty, each financial decision
helps us to learn how to spend our money
responsibly.

18A

What are the rights and

responsibilities of consumers?

1 What can consumers do if products they purchase
turn out to be faulty?

2 What does it mean if a product is ‘Fairtrade’ certified?
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Source 1 In situations where a consumer wants to return a product to the seller, both the consumer and
the seller are protected under Australian consumer law.

What are financial goals and how
are they achieved?

1 Why is it important to set financial goals?

2 What are some strategies that people can use to save
their money?
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18.1 Consumer rights

In Australia, there are many laws that protect

consumers from unfair treatment. In order to be fully

protected, we must first learn what our basic rights as
consumers are.

Australian consumer law

In Australia, the Competition and Consumer Act
(2010) is just one of the laws that states what rights
and responsibilities consumers have. Because this
law is so important, there are government bodies

at both federal and state level whose main purpose
is to enforce it. At a federal level, the Australian
Competition and Consumer Commission (ACCC)
makes decisions and provides guidance on issues
that affect markets across Australia. At a state level,
Consumer Affairs Victoria acts as the regulatory
body that aims to make a fair and competitive
marketplace for businesses and consumers in
Victoria. As well as providing information to
consumers, these bodies guide businesses towards
operating in a way that avoids unfair situations.
While you do not need to know all of the details of
Australian consumer law, it is important that you
understand your basic rights and responsibilities as a
consumer, as well as where you can get help.

Source 1 The Australian Competition and Consumer
Commission (ACCC) is the government authority established to
regulate the marketplace nationwide.
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Consumer guarantees

Under Australian consumer law, when you buy

a product or service it comes with an automatic
guarantee that it will work to a reasonable level, or as

you would expect it to. This is a consumer guarantee

that means that the products you buy must:

* be safe

e be of reasonable quality (won't break after a few
uses)

¢ do all of the things that a person would normally
expect them to

e match descriptions made by the salesperson,
on packaging and labels, and in promotions or
advertising

e not have any hidden costs associated with their
use or purchase

e meet any extra promises made about performance,
condition and quality, such as lifetime guarantees
and money-back offers

e have spare parts and repair facilities available for
a reasonable time after purchase unless you were
told otherwise.

Services that are provided by people through their

skills, knowledge and effort must:

e be provided with acceptable care and skill, taking
all necessary steps to avoid loss or damage

e achieve the results that the consumer and the
business had agreed to

¢ be delivered within a reasonable time if there is no
agreed end date.

Exceptions

There are some exceptions to the guarantee that
can protect sellers from unfair situations. Consumer
guarantees do not apply if you:

e got what you asked for but simply changed your
mind, found it cheaper somewhere else, decided
you did not like the purchase or had no use for it

e misused a product in any way that caused the
problem

18A What are the rights and responsibilities of consumers?

Source 2 Consumer Affairs Victoria is the state regulatory body  Source 3 While Australian consumer laws protect consumers

in charge of promoting a competitive and fair marketplace in from buying faulty products, they do not apply in instances
Victoria. You can contact them if you have any questions about where the consumer has caused the problem.

your rights and responsibilities as a consumer.

e knew of, or were made aware of, the faults before
you bought the product

e asked for a service to be done in a certain way
against the advice of the business or were unclear
about what you wanted.

Resolving issues

If the goods or services do not satisfy the consumer
guarantee, the consumer has the right to approach
the seller and request that the problem is fixed by

a repair, replacement, refund or, in some cases,
compensation (usually in the form of money) for
damages and losses.

The seller of the good must help the consumer
directly, or by sending them to the manufacturer
or importer of the good who is responsible for
the problem.

It is important to keep your receipt to prove that
the good or service was purchased from the seller
and on what date.

If a consumer has made a complaint to the seller
but is still having difficulty resolving the problem,
they should contact the ACCC or Consumer Affairs
Victoria who will advise them on the best course
of action.

Check your learning 18.1

Remember and understand

1 Which Australian law outlines the rights of
consumers?

2 What are the two government bodies that regulate
the marketplace and ensure that consumers are
protected from unfair treatment?

3 Describe three things a product must be to meet
its consumer guarantee.

Apply and analyse

4 \Why do you think there are exceptions to the
consumer guarantee?
5 Look at Source 3. Explain whether you think the
seller of the phone would be required to replace it if:
a the consumer opened the box only to find that
the phone was already broken upon purchase
b the consumer accidentally dropped the phone
causing the damage.

Evaluate and create

6 Write a letter of complaint to a store about the
faulty product you have purchased from them.
Visit the ACCC website via the link in your obook
for a template that will help you write your letter.
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18.2 Consumer
responsibilities

While consumers have many rights that are
protected by law, we also have many responsibilities.
Some of these are to ensure that we know what we
are agreeing to purchase, while others relate to our
social and moral responsibilities to the people and
environment that we share our planet with, such as
buying local produce and consuming less.

Legal responsibilities of
consumers

As discussed earlier, there are certain exceptions to

the guarantee we receive when we buy a product or

service. After all, it would be unfair on the seller if

we didn’t take the time to consider what we were

buying and then demanded a refund because we

made a careless mistake. For this reason, it is our

responsibility as consumers to learn about the

product or service we wish to buy before we commit

to buying it. This involves:

e reading the description and specifications
carefully

e using the Internet to check the prices of similar
goods or services at other stores

¢ reading online reviews and information about the
product

e asking questions about the product or service

e reading the terms and conditions carefully.

Once we purchase a product, we must ensure that we:

¢ read and follow the instructions for its use
carefully

e take care of it so that it is not exposed to anything
that is likely to damage it (such as leaving a
computer outside where it might rain)

e contact the seller or manufacturer with any
important questions about how to properly use
the product.

Source 1 It is important to carefully read the specifications of
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a product before purchasing it. The important information is
generally printed on its packaging.

Social responsibilities of
consumers

Socially responsible or ethical consumers make an
effort to purchase goods and services that do not
have a negative impact on other people, animals or
the environment. As ethical consumers, we consider
how we can satisfy our needs and wants.in the way
that is least harmful to others.

Consume less

Undoubtedly the easiest way that we can minimise
our negative impact on the planet is by simply
buying less stuff, especially if it doesn’t satisfy a
basic need. To consume less we need to be aware of
how we use the goods we buy and how the disposal
of them will affect our world. If we do not change
how wasteful we are with our consumption, we
will continue to contribute to the environmental
problems that our world is facing.

18A What are the rights and responsibilities of consumers?

Source 2 Buying products from your local market is not only
better for the environment, but supports your local community

Buy local

By purchasing locally made products, we can be
certain that workers from poorer nations have not
been exploited to make our products. Buying locally
also reduces the negative effect of transportation on
the environment.

Research the product and company

Researching products that we regularly buy as well as
the companies that make them gives us a better idea
of what we are buying. Researching helps us decide
for ourselves if a product is being made in an ethical
way and whether it is healthy for us to consume. We
can also research alternatives to products that don't
seem like the best purchasing choices. We can access
much of this information on the internet via our
smartphones while we are shopping. Websites such as
Shop Ethical! have a great deal of information about
a wide range of household products.

®

FAIRTRADE

Source 3 Fairtrade is about stable prices, decent working
conditions and the empowerment of farmers and workers
around the world.

Look for certification

Another way of helping to ensure that we are being
socially responsible is by looking carefully at the
packaging of a product. Often, we will see that some
products have little certification logos on them such
as the Fairtrade logo, that not all products have. A
product with Fairtrade certification provides better
working conditions for the people who produce it in
poorer countries.

Check your learning 18.2

Remember and understand

1 Describe three legal responsibilities of consumers.
2 What does it mean to be an ethical consumer?

Apply and analyse

3 Why do you think consuming less is the easiest
way to reduce our negative impact on the
environment?

4 Which of the strategies for being an ethical
consumer do you think you might use in the
future?

Evaluate and create

5 Log onto the Fairtrade website via the link in your
obook and use the information to create a poster
explaining and promoting Fairtrade.
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18A What are the rights and responsibilities of consumers?

18A rich task

MILK CHOCOLATE EGG WITH A SOFT FONDANT CENTRE.

MILK CHOCOLATE: MILK SOUIDS 20% MINIMUM,
CONTAINS VEGETABLE FATS [N ADDITIHON TO COCOA BUTTER

narediermy: Milk choscoolat

You are what you eat b ¥ ‘

Of all the products that we purchase, none a little tricky. Fortunately, the law states that

Vilk, Sugar, Cocoa buther. Ce

prourings) Fondant (47

[ CONTAING: MILK, EGG, S0VA.

Be treat wise - Get to know your GOAs
EACH GG COMTARS

are more important to understand than food  nearly every packaged item of food and il 7 19 63 39 005 b
and drink. What we eat and drink can have drink has to provide nutritional information z BEN RS 0% BSN Iu-l. ZE
= OF FOUM CUIDELINE DALY AMUOLUMNT (G0 ll
dramatic effects on our health and wellbeing.  on its packaging. By learning how to read ‘E’ OB L A Mo e
But with so much information on the labels this information, you can be on your way to a Y ——— %f
: : : : : : E Cubobmintn | Tasy =
and so many different ingredients, knowing happier and healthier you! = o e E
what we are putting into our bodies can be “
Source 2 The nutrition label and the information table for Source 3 The nutririon label and information table for milk

saltana cookies chocolate eggs

skilldrill

HOW TO UNDERSTAND FOOD LABELS How: to read a food nutrition label  Step 5 Lookup any ingredients you don't recognise, such

as psyllium husk, and decide if you do or do not want

What to look for... This infographic from gives a guide of what each part to eat the product.
of the label means, and what an acceptable level of

Owpariment of |lralih o

Don't rely on health claims on labels as your guide. Instead learn a few simple label reading tips T . Apply the skill
to choose healthy foods and drinks, for yourself. You can also use the label to help you lose consumption is for the ordinary person. Many labels also o .
weight by lIimiting foods that are high in energy per serve, give a rough guide on the recommended daily intake of 1 Compare the nutrition information tables from Sources
each type of nutrient for adults. As a younger person, you 2 and 3. For each of the items, suggest which product
Nutrition Information would want to consume less than this amount. might be healthier.
Total Fat » Servings per package - 16 4 100g Cotumn and Serving Size Step 1 Locate the food nutrition label on the packaging of 2 Which product do you think is healthier overall?
Gonwaly clues o | SOFVing size - 30 (2/3 cup) NEURIN Vs i (7 e e e Ry o a product. If none of the products we bought had nutritional
than 10 par 100g. calcumg how meech o o eaiiend, of how maly Kiggas wil scnualy . . .
bl i o Por servn PUF 180G 1[I (Sa e el LR chac i 4 . Step 2 Identify the serving size, usually at the top of the information labels on them, how do you think this
e | Eneray B2 18T gy _ label. This indicates how much of the product you would affect consumers?
i 10 Protein 2.8 93q Chaek: how Mty ) et nats T dackin how much & ﬁ-'!..' .
5g per 1005, 2 miabemh ooty gt should consume. This amount also relates to the
Saturated Fat » - = P nutrition information figures per serve. Extend your understanding
it b ths it o 100 0.45 1 ) ) ) )
Lessthandgper 100G Bbest | ooty (g 0.3g Step 3 Use the table of information to identify the amount
Carbohydrate W ) Onr nanse e of energy, protein, fat, carbohydrates (including 1 Find three different products in your kitchen at home.
wyiching oA eomplelely 18 Aol RECESEIY, ¥ oaliiae, Inaciyse . . . .
- 189 6290 1050 et oo st 0 1 e sugars), fibre and sodium in the product, either per Follow the steps for how to read a food nutritional
S, - g contond e 1005 Ia more than 15g Ty s, ucr
e, cagping i, et fam = r i FIoh P g e i e, e e serve or per 100 grams. label on each. Once you've done this, compare the
WL CTRAT, wapotable Sharksning L] <ol g & ot Eshed high on the ngrodiant kst TG, (ke SUREY, gk . . . . .
Fibre » Fibre 64 2.2 - ’ vt iteazi Step 4 Find the ingredient list. This is usually located at products information and rank them from healthiest to
S el kit s ., = = - the bottom of the nutrition information but sometimes most unhealthy.
L Sotun Bmy e on other parts of the packaging. Use the ingredients
Ingredients: Coreals (TE%) (wheat, cathran, ?gﬂ::hﬂ P i At list to decide if this product is something you can or
‘arkey), paytium husk (1196), sugar, fice. malt | CpartBliglabest. i o, colr s you want to eat. This is especially helpful for people
ract. honey, salt, vitamiing. g = G S, e )
ﬁﬂmﬂm-"“ﬁﬁm with food allergies or intolerances. For example, some
Source 1 Use this as a guide m» " e T o T FEr T people might read that there is wheat in the product
to help you understand what v e ek e and decide that they cannot eat it because they are
you are eating and drinking mﬂ .W_u.“mmr gluten intolerant.
g

chapter 17




484

18.3 Setting and achieving
your financial goals

Knowing how to manage your money is an
important life skill. Keeping on top of your finances
can give you financial freedom and make your life
easier in the long run. Failure to do so can land
people in debt that they can’t repay and make their
lives very difficult as they struggle to pay it back. The
first step to managing your money is to set financial
goals for yourself. After this, you can look at ways of
achieving these goals.

Setting financial goals

Managing our money requires patience and
discipline, so we want to know what it is we are
working towards. By setting financial goals that
are achievable, we can motivate ourselves to spend
money more wisely. The easiest way to set financial
goals is by thinking about what it is that we would
like to spend money on in the future.

Short-term goals

These goals are ones that we can achieve in a few
weeks or months. They could be to do with saving
up enough money to buy a new computer game or
tickets to see your favourite band.

Long-term goals

These goals are ones that take a lot longer to achieve.
They require a consistent effort over many months
or even years, allowing us to save enough money to
purchase some more expensive things. Long-term
financial goals could be to buy a computer or a car
when we are old enough to drive. They might even
simply be to save an amount of money in our bank
account for the future, without knowing exactly
what we will spend it on. Whatever goals you set for
yourself, planning ahead will help to prepare you for
the future.
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Source 1 Many people set life goals, such as travelling to a
certain part of the world or climbing a mountain. Such goals
are often costly and require us to achieve long-term financial
goals first.

Achieving financial goals

As the saying goes, a goal without a plan is just a
wish. In order to achieve the financial goals we have
set, we have to use certain strategies. At this stage of
your life, it is not worth worrying about complicated
investments that many adults use to make their
money grow. Instead, focus on the important

things that you can do on a day-to-day basis to save
more money.

18B What are financial goals and how are they achieved?

Opening a savings account at a bank

Did you know that banks will pay you money for
keeping your savings in a bank account? This money
is called interest, and the more money you have

in the account, the more interest you will be paid.
However, some banks can also charge fees, so ask
your parents to help you choose a bank account that
doesn’t charge any fees.

Minimum savings rule

Saving money is all about discipline. By setting aside
a small portion of any money you receive, you will
be surprised at how quickly it all adds up. One way
of doing this is by setting yourself a rule to save half
the money that you receive. Another way is to set a
target for how much you want to save each month.

When you create a routine for saving money, you will

gradually develop more discipline for saving.

Allowance

Keeping track of your money is a skill that people
build up over time. If you receive money from your
parents whenever you ask for it, and spend it to
satisty your wants rather than your needs, you will
find it difficult to develop responsibility for your
own finances. Instead, ask your parents for a weekly
allowance under the condition that you have to buy
things that they would normally pay for. In this
way, you will learn that if you don’t make smart

decisions about spending your money, it will run out

very quickly.

Source 2 It takes discipline to save money. Rather than wasting a
small amount of money on things you don’t need, set it aside so
that you save up to purchase something worthwhile.

Check your learning 18.3

Evaluate and create

Remember and understand

1 Why is it important to set financial goals?
2 Describe three strategies that can help you achieve
your financial goals.

Apply and analyse

3 Set two short-term financial goals.
4 Set one long-term financial goal.

5 Use the Internet to research the following banks to
find out what kind of savings accounts they offer
for people your age. Be sure to write down any
important information such as how much interest
they offer and what fees they charge. You may ask
your parents to help you with this.

Commonwealth Bank of Australia
National Australia Bank (NAB)
Westpac

Australia New Zealand Bank (ANZ)
Bendigo Bank
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18B rich task

The federal
budget

Keeping track of our income and spending
is an important part of managing our
finances. It allows us to predict how much
money we will have in the future, and adjust

our spending where needed. Budgets are
used by individuals, businesses and even
governments to figure out how they are
going financially. Each year there is great
debate over how the government should
spend money, and where it needs to get that
money from.

Budg February 2017
Budgeted Actual
Income
Allowance $150 $150
Interest on savings S0 34
TOTAL MONTHLY INCOME $160 $159
Expensts
Phane bill $50 $60
Fast food $20 $15
Bus and train tickets $20 S0
Cinemas $20 S0
Birthday present for friend $30 $20
TOTAL MONTHLY EXPENSES: 140 $150
Income less expenses
Total monthly income = Total monthly ezpenses = $20 $54

Source 1 This is what an individual monthly budget might look
like. This person would be happy to know that they have saved

more than they have spent.

Managing the federal budget

The government makes very important decisions that
affect the lives of every Australian. They receive most of
their money through taxes paid by people and businesses
who earn an income. They then invest this money into
areas that they believe will improve the lives of Australians.
This includes funding for schools, hospitals, roads, the
military and many other things that our society deems
important. In recent years there have been concerns over
whether the government is spending too much money.
Often, the government has not raised enough income to
pay for all of its spending and has had to borrow money
from overseas.

The chart below outlines what the Australian
government might expect to spend money on throughout
the year if it earns around $380 billion in taxes and
$25 billion in other types of revenue during the financial
year. Looking at the chart, we can see that the Australian
government has spent most of the federal budget on
social security and welfare, which includes payments to
carers, senior citizens and people with disabilities. On
the other hand, the least amount of money is spent on
general public services which include the organisation and
operation of government bodies such as councils, libraries
and assistance with foreign affairs.

Federal expenditure ($ billions)
General public

services $22 Soccj:ial sh(caourity
and welfare
Defence $26 $154\fN r
Education
$32
Other
functions
$45
Health
ealth $69 Other
purposes $86

Source 2 This pie chart shows the expenditure (payments) that
the government might expect to make during the financial year.

18B \What are financial goals and how are they achieved

skilldrill

Step 6 Take away your total expenses from your total
income to check whether you will earn enough money
to pay your expected costs, and whether you will save
any money.

Step 1 Decide what time period you want your budget
to cover. The federal budget covers a whole financial
year, but you would probably find it more useful to
prepare a monthly budget for yourself.

Step 2 Under the heading ‘Income’, list all of the different
types of income you expect to receive for that time
period. This can include things like money you have
earned from doing odd jobs, an allowance that you
have received from your parents, or interest from your
bank account.

Step 3 Add up all of your income to get your total
income.

Step 4 Under the heading ‘Expenses’, list all of the
different types of payments you would expect to make
over that time period. This could include things like
daily bus tickets and a gift for your friend’s birthday.

Step 5 Add up all of your expenses to get your total
expenses.

Extend your understanding

Step 7 At the end of the time period, enter in all of your
actual income and expenses in the ‘Actual’ column
and compare them against what you budgeted.
How close were your estimations? Why do you think
there were differences? Did you forget to include
something? These are all questions that will help you
prepare a more accurate budget for the next period.

Apply the skill

1 Using these steps and the information in Source 2,
prepare the federal budget. You do not have to
complete the ‘Actual’ column from step 7, but the
budget should look similar to the sample budget from
Source 1 without the right-hand column.

2 Does the government expect to have greater income
or expenses? Explain whether you think this is good
or bad.

1 Follow the steps to create your own monthly budget.
You should refer to source 2 as a guide.

2 Did you save more money than you spent or did you
spend more than you had budgeted? Explain where

you were able to save money or where you spent more

money than you had budgeted.

Source 3 By collecting receipts and invoices of your expenses
throughout the time period, it can help you remember what
your actual expenses had been in order to create a more
accurate budget.
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