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Study of the US Consumer Financial Protection Bureau's
Triple Prohibitions; with a Comparative Regard to Iran's
Legal System
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Mostafa Elsan™

Abstract

The superior position of suppliers of financial and credit products and
services for various reasons such as information asymmetry, unequal
transactional power, specialization and complexity of the contract provisions
and the consumer's lack of full understanding of its details causes abuse and
exploitation of the stronger party. Historically, the Federal Trade
Commission prohibited unfair and deceptive acts and practices in trade in
1914 and 1938. In 1980 and 1983, two policy statements were issued by the
commission in order to clarify and achieve a relatively uniform procedure in
interpreting the prohibitions of unfair and deceptive acts and practices. The
ineffectiveness of consumer protection institutions and mechanisms in this
area, along with the reduction of the involvement and supervision of the
responsible institutions, led to the extravagance of banks and institutions
providing mortgage loans, which caused the financial crisis in 2007 and
2008 in the United States of America. In 2010, in order to heal the effects of
the financial crisis and prevent its recurrence, the Wall Street Reform and
Consumer Protection Act was approved by Congress. According to this Act,
the Financial Consumer Protection Bureau was established as an
independent institution with the ability to regulate, monitor, prosecute and
claim. In this Act, a part of the Federal Trade Commission's powers
regarding two deceptive and unfair prohibitions, along with the addition of
the prohibition of abusive practices and procedures, were transferred to the
Consumer Financial Protection Bureau. In this Article, which is compiled in
a descriptive-analytical way, firstly, the mentioned triple prohibitions are
studied according to the policy statements issued in this regard, and then the
existing mechanisms in Iran's legal system are compared with similar
functions. The lack of comprehensive, integrated and up-to-date consumer
protection tools in the domestic system and the need to cite and adhere to
general rules can be inferred from the study of the domestic system.
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