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ECONOMIC TERMS relevant for CONSUMER PROTECTION 

 
 

Asymmetric Information – This describes a situation where  one party in a transaction is more fully 

informed about a product than another.  Policy makers often use government-mandated information 
provision and disclosure in this circumstance to rectify the imbalance between traders and consumer 

on the assumption that well-informed consumers should be in a better position to make decisions that 
are consistent with their own preferences. For more on asymmetric information, see Chapters 2 and 4 

of the OECD’s Consumer Policy Toolkit (2010). 

 
Behavioural Economics – This is a branch of economics that examines how psychological factors 

influence the choices that consumers make. The way that information is framed and that choices are 
presented, for example, influence decisions. Self-control problems, difficulties in choosing between 

large sets of options and the making of inappropriate distinctions between gains and losses are also 

considered. Understanding how behavioural biases affect decision making can guide policy makers into 
making more effective interventions to address consumer s problems. For more on behavioural 

economics, see Chapter 2 of the OECD’s Consumer Policy Toolkit (2010). 
 

Choice or Information Overload – This occurs when consumers have too many products or features 
to compare, and as a result they may experience increased anxiety about the possibility of making a 

bad choice. This can lead to random choice, or failure to make any choice, resulting in missed 

opportunities for buyers and sellers. A type of “analysis paralysis” can take hold when information and 
choices become very complex. Source: DSTI/CP(2007)6/FINAL, Enhancing competition in 
telecommunications: protecting and empowering consumers (2008) 

 

Consumer Detriment – Consumer detriment refers to the losses that occur in economic welfare inter 
alia when consumers purchase defective products, are misled into making purchases of goods and 
services which they would not otherwise have made or when they pay more for purchases than they 

would if they had been better informed. Such detriment may be apparent immediately or may take 
time to emerge, and can be present in various forms, including non financial. For more on consumer 

detriment, see Chapter 3 of the OECD’s Consumer Policy Toolkit (2010). 
 

Consumer Lock-in – This occurs when a customer becomes dependent on a specific vendor for 

products and services and is unable to use another vendor without incurring in substantial switching 
costs. In relation to bundling, lock-in may make it difficult or impossible for subscribers to switch 
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providers of certain bundled services and not others. For more on bundling, see OECD (2011), 

“Summary of Recent OECD Work on Communication Services,” DSTI/CP/ICCP(2011)2/ADD. 
 

Consumer Welfare – This is the individual benefits derived from the consumption of goods and 
services. In theory, individual welfare is defined by an individual's own assessment of his/her 

satisfaction, given prices and income. The exact measurement of consumer welfare, therefore, 

requires information about individual preferences. For more on consumer welfare, see Chapter 2 of 
the OECD’s Consumer Policy Toolkit (2010). 

 
Cooling-off Period – This is a consumer policy mechanism providing consumers with the ability to 

cancel a transaction with a firm without penalty during a given period. Cooling-off periods are usually 
statutory, and are often mandated for significant consumer transactions, such as home purchases, or 

transactions known to involve high-pressure sales tactics, like used car purchases. For more on 

cooling-off periods, see Chapter 4 of the OECD’s Consumer Policy Toolkit (2010). 
 

Credence Goods – These are goods whose attributes or qualities cannot be determined by the 
purchaser even after purchase and use. For example, based on personal experience, a consumer 

cannot determine whether a pill claiming to reduce cancer risk actually does so. More on credence 

goods can be found in Chapter 2 of the OECD’s Consumer Policy Toolkit (2010). 
 

Deceptive Upselling – This is a practice whereby a company sells additional products or services to a 
consumer without adequately disclosing what the consumer is buying or how much it costs. More on 

deceptive upselling and other deceptive business practices can be found in Chapter 1 of the OECD’s 
Consumer Policy Toolkit (2010). 

 

Endowment – This occurs when consumers are reluctant to give up what they have, even though they 

would not buy such goods or services if they did not already have them (e.g. consumers may stay 

with the incumbent fixed line provider because of misplaced loyalty, a failure to acknowledge poor 
choices in the past, or an irrational consideration of sunk costs). Source: DSTI/CP(2007)6/FINAL, 

Enhancing competition in telecommunications: protecting and empowering consumers (2008) 

 

Experience Goods: These are goods whose attributes or qualities can only be observed after a good or 
service is used. The quality and speed of an Internet connection subscribed to a consumer is a case in 

point. More on experience goods can be found in Chapter 2 of the OECD’s Consumer Policy Toolkit 
(2010). 

 

 
Externalities –This refers to situations when the choices that consumers make have effects (i.e. costs 

or benefits) on others, which are not reflected in the prices charged for the goods and services being 

provided. More on externalities can be found in Chapter 2 of the OECD’s Consumer Policy Toolkit 
(2010). 

 
Heuristics – These are experience-based techniques for problem solving, learning, and discovery. 

Heuristic methods (e.g. using rules of thumb to make decisions) are used to speed up the process of 
finding a satisfactory solution, where an exhaustive search is impractical. More on heuristics can be 

found in Chapter 2 of the OECD’s Consumer Policy Toolkit (2010). 

 
Hyperbolic discounting – This refers to the tendency for individuals to be short-sighted when making 

decisions with immediate costs or benefits to be weighed against future costs or benefits. For 
example,  consumers may enter into long-term telecommunications contracts because they place more 

value on the immediate benefits of the offer, such as a free or heavily subsidised handset or a reduced 

first month rate, or free local calls, rather than on the long-term costs of a contract.   Source: 

http://www.oecd.org/dataoecd/25/2/40679279.pdf


DSTI/CP(2007)6/FINAL, Enhancing competition in telecommunications: protecting and empowering 
consumers (2008) 

 

Information Economics – This is a branch of economic analysis grounded in the observation that 
information has economic value because it allows individuals to make choices that yield higher 

expected payoffs than they would obtain from choices made in the absence of information. This 

theory acknowledges that seeking information is costly and time consuming, so all information may 
not be obtained before purchasing a good or service. It also recognises that there may be 

asymmetries of information, creating an imbalance of power in transactions. For more on information 
economics, see Chapter 2 of the OECD’s Consumer Policy Toolkit (2010). 

 
Intermediaries – These are market actors that facilitate consumer purchases of goods and services by 

mediating information flows in markets. Intermediaries include mortgage brokers, online referral 

services, and online auction sites, among others. The combination of competition and the behaviour of 
consumers who act on information give intermediaries incentives to provide useful information to 

consumers. For more on market intermediaries, see Chapter 2 of the OECD’s Consumer Policy Toolkit 
(2010). 

 

Mandatory Disclosure – This is a governmental requirement that a company provide to consumers 
specified information, sometimes including requirements about the time, form, and manner in which 

information must be disclosed. Mandatory disclosures can be highly prescriptive, for example, 
specifying the size of font and the exact wording of the information to be disclosed or less prescriptive, 

for example, specifying only that information must be “clear and conspicuous.” For more on 
mandatory disclosure, see Chapter 4 of the OECD’s Consumer Policy Toolkit (2010). 

 

Moral Suasion – This occurs when governments seek to influence firms to meet a specific objective 
involving consumers, without directly regulating their activities. For more on moral suasion, see 

Chapter 4 of the OECD’s Consumer Policy Toolkit (2010). 
 

Negative Options – This is a marketing strategy whereby a trader interprets a customer’s failure to 

take an affirmative action, either to reject an offer or cancel an agreement, as assent to be charged 
for goods or services. There are four types of plans that fall into the negative option marketing 

category – pre-notification negative option plans; continuity plans; automatic renewals; and free-to-
pay or nominal-fee-to-pay conversion offers. First, in pre-notification negative option plans, such as 

book or music clubs, sellers send periodic notices offering goods. If consumers take no action, sellers 

send the goods and charge consumers. Second, in a continuity plan, consumers agree in advance to 
receive periodic shipments of goods or provision of services, which they continue to receive until they 

cancel the agreement. Third, in an automatic renewal, a magazine seller, for example, may 
automatically renew a consumer’s subscription when it expires and charge for it, unless the consumer 

cancels the subscription. Finally, sellers also structure trial offers as free-to-pay, or nominal-fee-to-pay, 
conversions. In these plans, consumers receive goods or services for free (or at a nominal fee) for a 

trial period. After the trial period, sellers automatically begin charging a fee (or higher fee) unless 

consumers affirmatively cancel or return the goods or services. For more on negative options, see FTC 
(2009), “Negative Options: A Report by the Staff of the FTC’s Division of Enforcement,” available at 
http://www.ftc.gov/os/2009/02/P064202negativeoptionreport.pdf/. 

 

Nudge – This refers to  default choices. Default preferences can make a strong impact on decision 

making and the resulting consequences. Default preferences frame how a person is presented with a 
choice, and is often the most common choice due to both laziness and the perception that the default 

is an authoritative recommendation. For more on personal detriment, see Lohr, S. (Oct. 15, 2011), 
“The Default Choice, So Hard to Resist,” The New York Times. 

http://www.nytimes.com/2011/10/16/technology/default-choices-are-hard-to-resist-online-or-
not.html?_r=3&pagewanted=all. 
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Personal Detriment – This is a subset of consumer detriment that focuses on individuals who have 
experienced negative outcomes and therefore looks at a subset of consumers rather than all 

consumers in the aggregate. For more on personal detriment, see Annex 3.A1 of the OECD’s 
Consumer Policy Toolkit (2010). 

 

Search goods: These are goods whose attributes and qualities can be observed or verified before 
purchase. The look and feel of a mobile device , for example, can often be verified by a consumer 

before purchase. For more on search goods, see Chapter 2 of the OECD’s Consumer Policy Toolkit 
(2010). 

 
Structural Detriment – This is a concept that looks at market issues that affect the welfare of 

consumers in the aggregate, and is often measured in terms of market outcomes such as prices or 

profits above the competition level. For more on structural detriment, see Annex 3.A1 of the OECD’s 
Consumer Policy Toolkit (2010). 

 
Trustmarks – These are seals, or related symbols, whose use is approved by independent organizations 

for firms which comply with a grantor’s standards. These can be used by firms to show consumers 

that they comply with high standards of conduct. For more on the trustmarks, see Chapter 4 of the 
OECD’s Consumer Policy Toolkit (2010). 

 
Waterbed Effect – This occurs in markets where better terms or conditions for some consumers result 

in a worsening of outcomes for others. For more on the waterbed effect, see Chapter 3 of the OECD’s 
Consumer Policy Toolkit (2010). 

 

 
TELECOMMUNICATIONS TERMS 

 

 
Alternative Calling – This is a calling procedure whereby a consumer initiates a call in his or her home 

country, but call set-up and billing data collection take place in the network of a country other than 
the home country network of the caller. For more on alternative calling, see International 

Telecommunication Union – T (2002), “General Principles Regarding Call-back Procedures,” ITU-T 

Recommendation D.201. 
 

Bill Shock – This is the negative reaction a subscriber can experience if their phone bill has unexpected 
charges. This is most common in phone bills for mobile services, but can also apply to phone bills and 

bills for other services. Bill shock can happen domestically if a user grossly overuses their data 

applications without an appropriate data plan, or internationally by using data without understanding 
the roaming charges involved. For more on bill shock see, http://www.fcc.gov/document/chairman-

genachowski-remarks-bill-shock-event. 
 

Bundling – This refers to the sale of two or more separate products in one package. The products are 
considered “separate” items when markets exist for each product and when some purchasers buy or 

want to buy the products separately. In the telecommunications industry, this can refer to providing 

phone, internet, and video services, often at a lower “bundled” rate than buying each of the services 
separately. For more on bundling, see DSTI/ICCP/CISP(2010)2/FINAL “Broadband Bundling: Trends 

and Policy Implications”. 
 

Convergence – This is a term used to describe the trend of separate technological systems to evolve 

towards performing similar tasks. Convergence can refer to previously separate technologies such as 
voice (and telephony features), data (and productivity applications), and video that now share 
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resources and interact with each other synergistically. For more on convergence, see 

DSTI/ICCP/CISP(2007)2/FINAL “Convergence and Next Generation Networks”. 
 

Cramming – This is a deceptive business practice whereby companies falsely describe the purpose and 
content of documents that consumers were asked to sign, and/or found ways to add charges or 

services that were not requested by consumers to their subscription. More on cramming and other 

deceptive business practices can be found in Chapter 1 of the OECD’s Consumer Policy Toolkit (2010). 
 

Early Termination Charge (ETC)/Early Termination Fee (ETF) – An ETC/ETF is a fee that is paid to 
a service provider by customer who chooses to end a service contract before it expires. ETCs/ETFs are 

included in contracts for a variety of services including wireless telephone service, cable and satellite 
TV services. Some ETCs/ETFs, especially those charged by wireless telephone service providers vary 

greatly. Depending on the service plan and type of phone, there may be no ETC/ETF or the ETC/ETF 

may be significant. While ETCs/ETFs are generally pro-rated over the term of the contract, they do not 
all decrease at the same rate. 

 
Interconnection – This refers to the physical linking of a carrier's network with equipment or facilities 

not belonging to that network. The term may refer to a connection between a carrier's facilities and 

the equipment belonging to its customer, or to a connection between two (or more) carriers. One of 
the primary tools used by regulators to introduce competition in telecommunications markets has been 

to impose interconnection requirements on dominant carriers. For more on interconnection, see 
DSTI/ICCP/TISP(2000)3/FINAL “Interconnection and Local Competition”. 

 
Interoperability – This refers to the ability of systems, units, or forces to provide services to and accept 

services from other systems, units or forces and to use the services exchanged to enable them to 

operate effectively together. Interoperability is a property of a product or system, whose interfaces are 
completely understood, to work with other products or systems, present or future, without any 

restricted access or implementation. For more on interoperability, see DSTI/ICCP/CISP(2007)2/FINAL 
“Convergence and Next Generation Networks”. 

 

Local Loop Unbundling - This is the regulatory process enabling of allowing multiple 
telecommunications operators to use connections from the telephone exchange to the customer's 

premises. The physical wire connection between the local exchange and the customer is known as a 
"local loop", and is owned by the incumbent local exchange carrier. To increase competition, other 

providers are granted unbundled access. For more on local loop unbundling, see 

DSTI/ICCP/TISP(2002)5/FINAL “Developments in Local Loop Unbundling”. 
 

Number Portability – This refers to the ability to retain an existing phone number when switching 
telephone service providers. Number portability is more easily facilitated when switching service 

providers within the same geographic area, while moving to a different geographic area may require 
changing numbers.  

 

Roaming – This is a term which refers to the extension of connectivity service in a location that is 
different from the home location where the service was registered. Roaming ensures that the wireless 

device is kept connected to the network, without losing the connection, by means of using a visited 
network. The cost of using the visited network may vary from the consumer’s traditional service 

agreement, based on the roaming agreement between the service providers. For more on roaming, 

see DSTI/ICCP/CISP(2009)8/FINAL “International Mobile Roaming Charging in the OECD Area”. 
 

Slamming – This is a deceptive business practice whereby telecommunications companies switch 
consumers’ service providers without their authorization. More on slamming and other deceptive 

business practices can be found in Chapter 1 of the OECD’s Consumer Policy Toolkit (2010).  
 



Switching – This refers to the process for routing calls from one telephone to another, generally as part 

of the public switched telephone network. Switching involves the physical act of connecting one 
telephone line to its desired end location.  

 
Universal Service – This refers to the practice of providing a baseline level of services to every resident 

of a country. The aim is often to promote the availability of quality telecommunications services at 

reasonable and affordable rates for all consumers, including those in low-income, rural, insular, and 
high cost areas. For more on universal service policies and practices, see 

DSTI/ICCP/TISP(2005)5/FINAL “Rethinking universal service for a next generation network 
environment”. 

 
VoIP - Voice over Internet Protocol (VoIP) is a family of technologies, methodologies, communication 

protocols, and transmission techniques for the delivery of voice communications and multimedia 

sessions over Internet Protocol (IP) networks, such as the Internet. VoIP has grown substantially 
within the consumer market since 2004 and now permeates most forms of communication. For more 

on VoIP, see DSTI/ICCP/CISP(2007)2/FINAL “Convergence and Next Generation Networks”. 
 

 

 


