
STATEMENT OF COMMISSIONER PATRICIA P. 
ON THE USED CAR ROLE 

July 10, 1984 

Today the Federal Trade Commission meets in open session to 

pass its latest final judgment on the Used Car Rule. Following a 

novel, and wholly unwarranted, year long "reconsideration" 

proceeding, Bureau of Consumer Protection staff now ask the 

Commission to modify the rule adopted unanimously by the 

Commission in August 1981 by deleting the provision that would 

require used car dealers to inform buyers about major defects 

which they know about in cars they offer for sale. 

This new version of the rule retains the requirement of the 

Buyers' Guide window sticker, but removes from it any reference 

to the mechanical systems of the car as well as the section for 

disclosure of known defects. Frankly, in this form, it reminds 

me of Woodrow Wilson's description of the Vice-Presidency: "The 

chief embarrassment in describing it is that, in saying how 

little there 

provision, is little more than a consumer education 

campaign masquerading as significant, industrywide regulation. 

The revised rule has already been and no doubt will continue to 

be heralded by some as a measure which will deliver important 

protection to the millions of Americans who buy used cars at a 

tt total cost now in excess of $85 billion a year. But it is not; 

-



and in good conscience, I cannot vote to approve the rule in its 

newly proposed form. I do not believe the proposed new version 4 
adequately addresses the prevalent industrywide abuses documented ~ 
in the record and I do not believe that in its born-again format 

it can realistically meet any adequate cost/benefit analysis. 

In order to amplify my decision, let me recap the events and 

analysis that resulted in the adoption of the 1981 rule. In 

1976, the Congress directed the FTC to investigate the used car 

market and to promulgate an industrywide rule concerning warranty 

and other sales practices, if the evidence developed during the 

proceeding called for such relief. As a result, the Commission 

conducted hearings in six cities across the country involving 

more than 200 witnesses, commissioned studies, and sought public 

comment on a variety of issues connected with the sale of used 

automobiles. The result is an exhaustive 50,000 page record 

which clearly documents two specific,.666 0 0 11.6 251.28 3c 

us73ed 
isle of 14sses, t

h

4

7

 

0

j




1

3

.

7

5

5

 

0

2

6

5

 

T

j




2

 

0

 

9

8

 

7

3

 

5

3

e

.

9

4

 

9

4

 

o

p

s

p

e

c

5

m

i

s

s

i

o

n

e

d

 

a

3

5

4

9

4

8

j




1

5

.

8

8

7

9

 

0

 

1

.

6

6

T

2

 

0

 

9

8

 

7

3

 

5

e

3

.

4

e

6

8

 

T

m




(

7

1

6

)

T

j




E

T




B

T




/

S

u

4

T




/

2

 

0

 

9

8

 

7

3

 

5

f

a

i

l

 

T

3

h

e

 

c

r

o

3

 

r

u

l

7

t

r

y

 

i

o

n

m

e

n

T

j




1

4

.

6

4

8

3

 

3

(

u

s

1

6

j

2

5

8

 

9

8

 

7

3

 

5

.

6

8

 

T

m




(

c

r

o

6

e

c

t

e

d

 

)

T

j




1

4

1

3

5

B

T




/

2

5

8

 

9

8

 

7

3

 

5

.

7

3

r

e

 

T

m

s

.

4

5

 

T

3

h

e

 

d

u

0

7

3

e

s

,

 

)

T

j




1

3




1

6

.

6

6

j

2

5

8

 

9

8

 

7

3

 

5

w

h

a

t

9

4

 

o

p

s

p

6

M

C

7

4

T

j




1

6

.

5

0

2

4

 

2

7

t

h

4

2

j

2

5

8

 

9

8

 

7

3

 

5

i

f

 

T

m




(

o

f

 

1

4

s

s

e

s

,

 

)

T

j




1

3




9

5

.

4

5

 

2

5

8

 

9

8

 

7

3

 

5

a

n

y

6

8

 

T

m




(

t

h

4

7

T

j




1

5

.

5

6

7

5

 

0

.

0

7

6

1

8

j

2

5

8

 

9

8

 

7

3

 

5

w

a

r

r

a

n

t

6

8

 

T

m




(

i

n

1

a

r

l

4

(

d

o

.

4

5

 

T

m




(

F

T

 

1

1

2

5

8

 

9

8

 

7

3

 

5

c

o

v

e

r

.

2

1

 

T

m




(

r

7

 

1

4

i

f

i

c

,

.

6

6

6

 

0

 

4

6

2

 

3

1

8

2

5

8

 

9

8

 

7

3

 

5

i

8

 

T

m




(

a

c

r

3

1

9

5

y

 

)

T

j




1

4

.

7

4

3

 

)

T

j

2

3

3

1

 

0

 

7

3

 

5

.

4

f

e

r

e

 

T

m




(

w

h

i

c

8

2

0

l

g

a

t

e

 

)

T

j




1

3

0

s

 

)

1

j

2

3

3

1

 

0

 

7

3

 

5

.

8

 

T

m




(

c

o

n

e

 

)

T

j




1

5

.

8

8

7

9

 

1

1

6

.

3

2

j

2

3

3

1

 

0

 

7

3

 

5

t

.

2

1

 

T

m




(

r

e

3

6

0

r

y

 

)

T

j




1

4

.

7

1

5

7

 

.

6

 

2

3

3

1

 

0

 

7

3

 

5

6

8

 

2

1

 

T

m




(

T

h

e

 

)

T

j




1

6

.

6

2

4

2

 

 

0

 

1

.

T

j

2

3

3

1

 

0

 

7

3

 

5

T

.

6

8

 

T

m




(

c

o

5

6

2

f

i

c

,

.

6

6

6

 

0

 

0

 

1

1

6

2

j

2

3

3

1

 

0

 

7

3

 

5

5

5

.

4

5

 

T

m




(

w

h

e

c

6

5

)

T

j




1

4

.

6

4

8

3

 

2

8

1

1

6

1

j

2

3

3

1

 

0

 

7

3

 

5

a

l

s

o

8

 

T

m




(

r

u

5

7




1

2

.

7

0

9

5

 

0

 

3

r

7

 

2

6

j

2

3

3

1

 

0

 

7

3

 

5

5

5

v

e

0

3

8

 

T

m




(

a

3

5

1

t

r

y

 

)

T

j




1

4

.

7

3

7

5

.

3

2

j

2

3

3

1

 

0

 

7

3

 

5

t

.

a

5

 

T

3

h

e

1

_

0

 

1

 

T

f




1

5

.

0

0

5

6

 

0

 

0

 

1

1

.

6

 

2

7

2

.

7

2

 

3

7

9

.

2

1

 

T

m




(

 




/

6

3

)

T

j




1

4

.

7

4

6

1

 

0

 

0

3

6

 

2

3

3

1

 

0

 

7

3

 

5

w

o

r

C

 




1

3

.

6

7

6

 

0

4

0

3

.

7

 

3

7

9

.

2

1

 

T

m




(

p

4

 

2

6

t

 

)

T

j




1

2

.

3

5

4

4

7

 

1

1

.

2

3

3

1

 

0

 

7

3

 

5

t

.

a

n

T

m




(

w

h

e

c

6

7

s

s

e

s

,

 

)

T

j




1

3

0

 

0

 

T

j

2

3

3

1

 

0

 

7

3

 

5

h

a

l

f

 

T

3

h

e

 

d

u

5

7

t

 

)

T

j




1

5

.

4

2

7

3

2

5

8

6

 

2

0

 

0

n

T

j

7

3

 

5

.

.

4

5

 

T

m




(

u

s

e

d

 

)

T

j




1

4

.

7

6

7

5

7

 

0

 

2

 

2

0

 

0

n

T

j

7

3

 

5

4

7

.

4

5

 

T

m




(

c

r

7

4

2

r

y

 

)

T

j




1

4

.

7

1

c

o

n

e

2

 

2

0

 

0

n

T

j

7

3

 

5

6

8

 

s

 

T

m




(

i

f

 

)

T

2

l

g

a

t

e

 

)

T

j




1

3

5

 

0

n

9

 

2

0

 

0

n

T

j

7

3

 

5

s

o

l

4

5

 

T

m




(

c

a

 

)

T

j




1

5

.

0

8

7

7

 

0

 

)

T

.

6

 

2

0

 

0

n

T

j

7

3

 

5

i

8

 

T

m




(

c

6

0

 

1

8

T

j




1

6

.

6

6

6

 

0

 

0

9

 

0

4

T

2

0

 

0

n

T

j

7

3

 

5

.

.

i

s

 

T

m




(

i

f

 

)

6

1

T

j




1

6

.

6

6

6

 

0

 

4

4

 

1

1

.

2

0

 

0

n

T

j

7

3

 

5

6

o

u

n

t

r

6

8

 

T

m




(

i

n

8

6

3

T

j




1

6

.

5

0

2

4

 

3

0

2

1

 

0

 

2

0

 

0

n

T

j

7

3

 

5

a

r

6

8

 

T

m




(

c

o

2

6

3

)

T

j




1

4

.

7

4

6

1

.

0

7

6

4

6

 

2

0

 

0

n

T

j

7

3

 

5

p

u

r

l

e

s

5

 

2

5

8

 

9

8

 

7

3

 

8

1

1

6

1

j

2

3

3

1

 

4

6

1

8

6

6

8

 

8

6

6

1

w

 

5

.

o

8

 

T

m




(

r

9

1

w

h

e

c

6

7

s

s

e

s

,

 

0

 

0

0

.

7

1

c

o

n

e

2

 

2

0

 

0

i

s

,

"

7

3

 

5

.

.

4

5

1

0

m




(

i

n

8

6

3

T

j




1

1

4

.

7

7

7

1

c

o

n

e

2

 

2

0

 

0

9

1

.

7

6

 

3

5

5

.

4

2

 

T

m




2

 

d

u

5

7

t

 

)

T

j




1

5

4

6

1

)

T

j




e

2

 

2

0

 

0

m

e

a

n

5

.

o

8

 

T

m




(

0

5

2




(

i

n

8

6

3

T

j




1

9

3

6

0

7

 

)

T

j




e

2

 

2

0

 

0

 

0

 

7

3

 

5

t

.

.

4

5

 

5

1

(

c

o

n

e

 

)

T

j




1

5

.

8

0

2

4

 

)

T

j




e

2

 

2

0

 

0

9

8

 

7

3

 

5

d

e

0

3

.

r

4

5

 

4

m




(

t

w

o

 

)

T

j




1

)

T

j




1

 

)

T

j




e

2

 

2

0

 

0

h

a

f

 

0

 

>

>

B

4

2

 

1

5




(

i

f

 

)

T

2

l

g

a

t

6

.

6

6

6

8

 

)

T

j




e

2

 

2

0

 

0

n

8

 

3

5

5

.

4

5

 

 

T

m

(

i

f

 

)

6

1

T

j




1

6

.

5

5

 

0

 

)

T

j




e

2

 

2

0

 

0

5

.

7

p

o

n

s

i

b

i

l

i

5

w

a

r

r

a

n

t

l

 

T

3

h

e

 

c

r

o

3

 

c

r

7

4

2

r

y

 

.

6

0

 

u

s

e

d

 

c

a

r

 

c

o

n

e

 



To address these extensive problems in the used car 

t industry, the Commission considered a variety of remedial 

4lt approaches, including both mandatory and optional inspection 

rules. Following public comment and vigorous debate, the 

Commission determined to eliminate any inspection component from 

the final rule and to retain only those elements of prior 

versions of the rule that required the disclosure of information 

already in the hands of the dealer. The primary justification 

for the rule the Commission promulgated in August 1981, was 

twofold: we found a need to counteract consistent verbal 

misrepresentations of and the failure to disclose both a used 

car's mechanical condition at the time of sale and the warranty 

(repair) coverage offered by the dealer. Thus after lengthy 

comment and consideration we decided to address those problems by 

requiring dealers to disclose in writing that warranty coverage 

offered and to advise buyers in writing of details about each 

car's mechanical condition that they knew about. The Commission 

believed that a rule with those basic requirements represented 

the least intrusive and least costly, yet still effective means 

of addressing those serious problems. 

Significantly, surveys which are in the rulemaking record 

reveal that of all the factors consumers weigh in making a used 

car purchasing decision, they consider mechanical condition at 

the time of sale by far the most important. Unfortunately, 

studies also confirm that consumers have far less access compared 

to dealers to mechanical information about vehicles they may wish 

to purchase and that as a rule they do not feel they possess a 

- 3 -
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