
Advancing the Consumer Interes 



~M~~~.c~~ . COUNCIL ON.c.o.N.S.UME.R I~!~ RESTS EDITORIAL POLICY STATEMENT EDITORIAL STAFF . . . . . . . . • • • • • • • • • • • • • 0 ......... . ... 

Established in 1953, ACCI is a on- A vancing the ConsumeT InteTest is EDITOR 

partisan, non-profit, incorporatE d dE signed to appeal to professionals o JOHN R. BURTON, Department of 
Family and Consumer Studies, 

professional organization gover ned w rking in the consumer field. This University of Utah, Salt Lake City, 
by elected officers and directors in ludes teachers in higher and sec- UT8J,.112 

on dary education, researchers, exten- ASSOCIATE EDITORS 

ACCI Committees work on issu 8s in 
si n specialists, consumer affairs pro- 0 ROSELLA BANNISTER, Director, 

such areas as consumer educati< n, 
fe sionals in business and government, Michigan Consumer Education Center 
st dents in consumer science, and other o ROBERT KROLL, Professor, Business 

consumer research and internat onal 
~ctitioners in consumer affairs. Division, Rock Valley College 

consumer affairs. Student chapt ~rs 
pr 

o JULIA MARLOWE, Associate Professor, 
are located at various colleges. 

M rtnuscripts may address significant 
Extension, UniveTsity ofGeoTgia 
o MARY L. CARSKY, Barney School of 

tr nds in consumer affairs and educa- Management, University of Hartford 

PUBLICATIONS tic n, innovative consumer education (Acting Associate Editor) 
. . . . . . . . . . . 

)grams in the private and public sec- COPY EDITOR 
The Journal ofConsumeT Affai 

pr 
s, an 

to , reasoned essays on consumer policy, o LOIS SHIPWAY, University of Utah 
interdisciplinary academic jour a!, 

an d applications of consumer research, EDITORIAL ASSISTANTS 
is published twice a year. 

th ories, models, and concepts. 0 DENISE MEEKER, University of Utah 
o ZsA PI PELLA, University of Utah 

Advancing the ConsumeT Intere t, 
Su ggested content may include but not EDITORIAL REVIEW BOARD 

focuses on the application of knc ~1- 0 JOSEPH BONN ICE, Marketing 
edge and analysis of current con 

ne ressarily be limited to: Department, Manhattan College 

sumer issues. 
Position papers on important issues 

0 STEPHEN BROBECK, Executive 
1. Director, ConsumeT Federation of 
in ronsumer affairs and education. America 

The ACCI Newsletter, publishec o ALEXANDER GRANT, Food and Drug 
nine times a year, offers informa ion 

2. Description and analyses of exem-
Administmtion 

on the latest developments in th o HAYDEN GREEN, Business Educa-

consumer field. 
pl ry education, extension, community, tion, Oak Park and River Forrest High 
an other consumer programs. School 

Employment Opportunities, pu1: ish-
o PEGGY HANEY, Consumer Affairs, 

3. Research reported at a level of tech- American Expess Company 
ed as an insert in the ACCI Neu s- o RAMONA HECK, Consumer 
letter, provides information on p 0-

nic al sophistication applicable to practi- Economics and Housing, Cornell 

fessional positions in academia, usi-
tio ners as well as researchers. The University 
err phasis of this research should be on o DONNA lAMS, Family and Consumer 

ness, government, and non profi 
its implications and applications for Resources, University of Arizona 

organizations. o JEAN LOWN, Home Economics and I 

co sumer education, policy, etc. The pri-
Consumer Education, Utah State 

m~ ry question of the reported research University 
CONFERENCES sh uld be, "What does this research o JOHN E. KUSH MAN, Textiles, Design, . . . . . . . . . 

mE an for practitioners?" . and Consumer Economics, University 
An Annual Conference is held ea rh of Delaware 
spring and features keynote spe k-

4. f\.pplication of theories, models, con- 0 JANIS PAPPALARDO, Federal Trade 
ers, papers, research findings, Commission 
reports of consumer articles and 

ce ts, and/or research findings to prob- 0 AUDREY L. PETERSON, Department 

education programs. 
ler solutions for target audiences. of Professional Education, University 

of Montana 

Upcoming conferences are: 
5. rticles summarizing research in a o DAIGH TuFTS, Family and Con-

gi en area and expanding on its impli- sumeT Studies, University of Utah 
1991: April 3-6, Cincinnati, OH 

cat · ons for the target audience. 
0 KAREN VARCOE, Extension, 

1992: Tucson, AZ University of California- Riverside 

1993: Lexington, KY o CARMA WADLEY, Deseret News 
Th ~Guide For Submission of Manu- O IRENE WILLIAMSON, President, 
scr ·pts may be obtained from the Williamson International 

Ed 'torial Office. o MEL ZELENAK, Family Economics 
For additional information cant ct: and Management, University of 
Anita Metzen, E xecutive Dincto, Missouri 

ACCI, 21,.0 Stanley Hall, Univer ity DESIGN 
of Missouri, Columbia, MO 6521 o TIMOTHY SHEPPARD, Salt Lake City, 

UT 
PRINTING 
o THE OviD BELL PRESS, Inc., Fulton, 
MO 



Vol. 2 No.2 

4 EDITOR'S COMMENTARY 

CHALLENGE TO ACCI MEMBERSHIP 

7 

13 

19 

26 EDUCATION 

29 

31 SOFTWARE REVIEW 

32 BOOK REVIEW 

33 

34 

35 CONSUMER 
CAREERS 

Advancing the Consumer Interes 

Marlene S. Sturn 

Barbara Slusher 

Brenda Cude 

John Knapp 

Joan C. Koonce 
Julia Marlowe, Doris N. Hall 

Reviewer: Tahira Hira 

Reviewer: 
Brenda Cude 

Reviewer: 
George Sproles 

Reviewer: 
Alison Masson 

Elizabeth Goldsmith 
Christine Vogel 

ACI Comm nications 

Refereed rticles 

Elderl Consumers in the 
Health Care Marketplace 

Are Fi ancial Management 
Progra s Helping Families? 

Studen s Learn by Doing: 
Teachi g Rules of Thumb 

The Be efits of Consumer Education 

Consu er Judging Contests 
Teach ecision Making 

Finane al Planning Software 

Bonnie and Bannister, 

1990 

ers Make Economic Decisions 

Horow tz and Schilling, 
The B iness of Business: 
How 1 0 Businesses Really Work 

Kelley Griffin, [Ralph Nader Presents] 
More ctionfor a Change 

Marke able Consumer Affairs 
Currie lum for Business 

Advancing the Consumer Interest (ISSN 1044-7385) is an official publication oft e Am eric n Council on Consumer Interests. 
Published semi-annually. o Subscription Office: American Council on Consumer nterests, 40 Stanley Hall, University of 
Missouri, Columbia, MO 65211 o Membership Fees: $50 a year for individuals, $ 0 for instit tional memberships, $20 for full­
time students (including subscriptions to Advancing the Consumer Interest, The Journal o Consumer Affairs, and the ACCI 
Newsletter). o Permissions: ACCI grants permission to make copies of the articl sin this j rnal for personal or internal use, 
or for that of specific clients. This permission does not extend to other kinds of c pying, as f r general distribution, advertis­
ing, promotion, for creating new collective works, or for resale. o Direct permiss on reques to the Executive Director, 
American Council on Consumer Interests, 240 Stanley Hall, University ofMisso ri, Colum ia, Missouri 65211 
© 1990 by the American Council on Consumer Interest 



T
here are a few benefits of 
an unpaid journal editor. 
getting to list the honor 
vita-for whatever that's 
Another is having people 

not had manuscripts rejected, 
buy you a drink at the 
annual conference. How­
ever, the greatest ben­
efit is being able to 
print almost any­
thing you want 
without getting 
approval from 
someone else. 
Past editorial 
commentaries 
have been devot­
ed to thanks for 
assistance in get­
ting ACI off the 
ground and encour­
agement to submit 
articles. In this issue, 
however, I'd like to exer­
cise the editor's prerogative 
and discuss a consumer matter 
been bothering me for a long 
seems especially on my mind m 
late. 

Consider a consumer maxim ( 
statement) that I hear often and 
a source of bewilderment: "You 
always shop at a reputable bw;m~~ss. 
It seems whenever a representa 
private or government consumer 
tection agencies make a preser1tal~ion, 
the summary statement is an ad:rflom­
tion to shop at "reputable bm;inE~s~es" 
I listen to such statements and ""hnrlf>r 
"Does anyone ever intentionally 
at a disreputable business?" 

ACI COMMUNICATIONS 

When was the last time you looked 
the Yellow Pages for a disreputable 

btu>in,ess to make a purchase? And I bet 
if you called any business and 

if they were reputable, they 
would answer-"Of course!" 

One might say that a 
business must have been 

operating long enough 
to establish itself as 
reputable before 
you should patron­
ize it. But if 
everyone did this, 
how would new 
businesses get 
started? There 
would be a mono­
poly among the 

established "rep­
utable" businesses. 
What is meant by 

the term "reputable" 
and secondly, how do we 

know if a firm is reputable? 
Let's assume that when we 

the term "reputable" to a busi-
' we imply it has the reputation of 

erating within the law, and more 
nhr1nrhn1t.ly, ethically dealing with 

If this definition is appro­
then the bigger question is, how 

the consumer know that a firm is 
erating lawfully and ethically? You 

identify some disreputable firms 
your own or a friend's personal 

~> ¥l,.Pr'1Pr1PP or by reading or hearing 
c~iitiq11es in the media, but that doesn't 

lp you at all in identifying which are 
reputable firms. Do we consider 
firm not proven reputable to be 

di~:repu·tal:>le , or any firm not known to 
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be disreputable to be reputable? 
Since consumers have neither time 

nor resources to thoroughly check 
every firm, they often shortcut the pro­
cess and assume that large well-known 
and well-established firms are rep­
utable. Otherwise, how else would they 
remain in business? The fact is, many 
such national firms are often involved 
in less-than reputable activities. 

What brings on this tirade over rep­
utable businesses? First, I read 55 stu­
dent papers responding to an assign­
ment to relate and analyze their worst 
consumer experiences. In most cases, 
students had problems with either 
"reputable" local establishments, a 
local outlet of a national franchise, or 
with a product of a national firm. The 
plurality of students identified auto 
sales and repairs as their major con­
sumer problem within the large fran­
chised national auto repair chains as 
the source of many of the complaints. 
Then a personal experience tipped the 
balance-the purchase of a new 
Whirlpool refrigerator a year ago! Just 
ten months after the purchase I was 
urgently advised that my warranty 
had expired and that I needed a service 
contract to protect myself ($42.42 per 
year). Now ifl were risk averse and an 
unsophisticated consumer, I might 
have jumped at this offer, but being an 
"expert", I know that service contracts 
are almost universally a bad invest­
ment. I dutifully checked my original 
warranty and found that the most 
important components of my refrigera­
tor were covered for four more years. 
Most people would probably classify 
Whirlpool as a reputable company, 
even though such practices are decep­
tive, at best, and reprehensible at 
worst. Like most of us, I certainly 
hadn't intended shopping for products 
sold by a disreputable company. 

Unfortunately, trial and error is often 
the only way to weed out disreputable 
operators-an especially frustrating 
process for a consumer educator! I do, 
however, try to instill in my students 
the notion that a firm's tenure, size, 
name recognition, and national market 
does not automatically guarantee its 
reputability. I do this by focusing on 
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the worst consumer problems identi­
fied by students assignments. I also 
include in their reading packets, news­
paper and magazine clippings and 
FTC news releases on the misdeeds of 
firms such as General Motors, 
Chrysler, Ralston, Ward's, Sears, 
Hertz, etc. I also enclose copies of 
Consumer Reports' "Selling It" page 
where deceptive practices of many 
large firms are identified. I may not, 
from the outside, be better able than 
the next consumer to spot disreputable 
businesses, but I do help my students 
over the assumption that all well­
known firms are reputable in all their 
dealings with consumers. And be fore­
warned, the next time I am publicly 
admonished to buy only from a rep­
utable firm, I will jump up and ask, 
"Which are reputable businesses any­
how?" 

A problem with the setup of any 
magazine is what to do with the open 
spaces between articles. My design 
consultant, Timothy Sheppard, asked 
me to help him solve this by inserting 
short quotes in these spaces. When try­
ing to think of a source of appropriate 
quotes, I remembered a book that I 
had read several years ago that had a 
profound influence on my entering con­
sumer science-Dexter Masters, The 
Intelligent Buyer's Guide to Sellers: A 
Moral Reader in Three Parts. Masters, 
a former editor of Consumer Reports, 
included in his text, numerous quotes 
about the marketplace from philoso­
phers, well-known writers, sellers, 
advertisers, and a variety of other per­
sons. The quotes used as fillers in this 
issue, and possibly in future issues, are 
either from Masters himself or from 
the persons he quotes. I hope you will 
enjoy them. 

"Let me have 
no lying: 

it becomes none but 
tradesmen. " 

SHAKESPEARE 
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" ... individuals seeking to undentan 
and advance the interests of consume? 
through research and education, polic 
formation and evaluation." 

These words in the ACCI mem­
bership brochure capsulize what our 
professional organization promises 
active members. 

Does it deliver? Yes, according to 
membership surveys of 1985 and 1989 . 
Both surveys indicated satisfaction 
with the organization, especially its 
publications. Those responding (371 
returns or a 38 percent response rate 
in 1985; 271 returns or a 33 percent 
response rate in 1989) were primarily 
university faculty with advanced 
degrees and a sustained membership 
in ACCI. 

On the surface, a recommendation 
for maintaining the status quo appea s 
valid. After all, the membership mix 
appropriately blends practitioners an 
researchers. The publications (i.e., 
ACCI Newslette1~ Journal of Consu­
mer Affairs, Advancing the Consume 
Interest, ACCI Proceedings) are far­
reaching and of. exceptionally high 
quality for a small organization. 
During the 1990 ACCI conference in 
New Orleans, the halls were buzzing 
with exemplary reviews of on-target 
programming. Overwhelming enthu i­
asm for the 1990 International Confe 
ence on Research in the Consumer 
Interest at Snowbird, Utah, forced 
planners to turn away far more pape s 
than could be presented. 

Yet, in an era of increasing com pet -
tion among professional organization 
for membership dollars and time, a 
look beyond the encouraging survey 
numbers is appropriate. This is the 
purpose of the following challenges t 
ACCI's membership from the 1989-19 0 
ACCI Future Directions Committee. 
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CHAL ENGE #1: 

DEM ND A LARGER, MORE 
DIVE SE MEMBERSHIP. 

from a membership aligned 
with e her consumer research or educa­
tion, CCI is a fairly homogeneous 
group. Aren't more educators and 
resear hers in economics, business, law 
and co sumer psychology interested in 

er welfare to the same extent as 
er economists? What about 
more policy analysts, consumer 

advoc tes, and consumers affairs pro­
fessio als to the "yeasty mix"2 needed 
to rna e ACCI an optimally effective 
organi ation? The organization also 
needs ore representation from busi­
ness a d government agencies as well 
as mo e racial and ethnic diversity. 

CHA LENGE #2: 
DEB TE CRITICAL ISSUES. 

To a vance the interests of consumers 
throu h policy formation and evalua­
tion, embers representing academia, 
indust y, consumers and government 
must nderstand all sides of an issue. 
ACCI ·ournals provide an opportunity 
forth" debate. The newly established 
Esthe Peterson Consumer Policy 
Foru will be another means for meet­
ing th s challenge for those who attend 
the a ual conference. 

ESC 
IN MEMBERSHIP. 

So e members have expressed an 
eager ess to make a contribution to the 
organ zation but feel the leadership base 
is sm ll with little turnover. As a result, 
the A CI Board of Directors at its 
Marc 1990 meeting voted to publish 
annu lly a list of committees and vacan­
cies t better communicate ACCI's needs 
to pot ntial volunteers. Due to the limit­
ed nu ber of vacancies each year, mem-



bers have a responsibility to avoi tak­
ing on more than one assignment ach 
year. 

All members should recruit and pay 
special attention to new members 
including students. Encourage a c !­
league to participate in the annua con­
ference. Introduce them to leader of 
the organization. Suggest sources of 
outside funding to partially cover ar­
ticipation at ACCI conferences by high­
ly qualified members with limite 
travel budgets. 

CHALLENGE #4: 

UNDERSTAND ACCI'S 

MISSION RELATED TO 

POLITICAL ACTIVISM. 

Some members have expressed 
strong interest in ACCI speaking 
on consumer issues (e.g., access to 
health insurance, food labeling, a o 
insurance reforms, privacy issues, cable 
re-regulation). A review of ACCI ur­
poses3 as a nonpartisan, nonprofit, 
incorporated professional organiz tion 
indicates no mission related to pol tical 
activism. Clearly, our niche is aca ernie 
as compared to the advocacy role f 
such groups as the Consumer Fed r­
ation of America, with which AC I 
maintains strong ties. 

Other members note a void in A CI's 
support of policies advancing cons mer 
education and research. Could AC I 
take a more activist stance in sup ort­
ing funding at the federal level fo con­
sumer information programs, spe · al 
earmarked consumer education fu ds 
(which once did exist) and Extensi n 
services4? What impact could AC I 
have in making the annual Consu er's 
Week promotion by the U.S. Offic of 
Consumer Affairs more meaningf l? 
Such efforts would be congruous "th 
the purposes of ACCI. 

SUMMARY 

Action, not rhetoric, strengthens rga­
nizations. Just as consumers have oth 
rights and responsibilities, the rig t of 
ACCI membership-purchased wi h 
dues dollars-carries with it respo si­
bilities. By contributing to both th 
recruitment and retention of a mor 
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di erse membership, by actively debat­
in critical issues, and by clearly under­
st nding the organization's latitude for 
p litical intervention, membership can 

tinue ACCI's viability and vitality. 

1 1e membership surveys have been projects 
of he ACCI Future Directions Committee, 
w ich is appointed by the Board to recom-
m nd future goals and activities of A CCI. A 
su mary of the 1989 ACCI Membership 
Su vey appeared as an insert in the April1990 
A CI Newsletter. A more detailed research 
ar icle is being prepared for submission to this 
jo rna!. 

2 . Keith Bryant, past president of ACCI, 
de cribes the "yeasty mix" of ACCI member­
sh pin an Advancing the Consumer Interest 
co mentary (Vol. 1, No.2, p. 28). The mix 
in ludes consumer educators, researchers, 
po icy analysts, consumer advocates and con­
su er affairs professionals in both government 
ag ncies and corporations. 

3T e ACCI purposes are to promote the inter­
es s of consumers in the American economy by 
pr viding information to the consumer, pro­
du er and government on utilization of eco-
no ic resources available to them; to promote 
be ter consumer education; to contribute to a 
be ter understanding of the role of the con-
su ers, producers and governments in the 
A erican economy; to identify and clarify the 
co sumer interests with respect to issues, poli­
cie and developments in the marketplace, and 
inf,gislative and regulatory matters; to stimu­
lat research and fact-finding on consumer 
iss es and consumer related public policies and 
co sumer education; and to disseminate 
re earch findings and other information on 
co sumer problems, consumer education, con­
su er economics and the economics of con-
su ption. 

4L e Richardson, 1989-90 ACCI representative 
to he Consumer Federation of America, made 
thi suggestion in a March 1990 report to the 
A CI Board of Directors. 

Pr pared by Jane Schuchardt, National 
Pr gram Leader, Extension Service, U.S. 
De artment of Agric~~lture; Sheila Mammen, 
As ociate Professo1; University of 
M ssachusetts; and Barbara Heinzerling, 
As ociate Professor, University of Ak1·on, 
Oh o- members of the 1989-90 ACCI Future 
Di ections Committee. The authors wish to 
ex 1·ess appreciation for review of this com­
me ~tary by Judy Allen, also a member of the 
Fu ure Directions Committee; Monroe 
F edman, immediate past president; Lee 
Ri hardson, ACCI Representative to the 
Co sumer Federation of America; and Anita 
Me zen, ACCI Executive Di1·ector. 
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RUSSEL M. 
DIXON 

AWARD 
Papers published in Advancing the 
Consumer Interest will be auto­
matically considered for the 
Russell M. Dixon Award. The 
second award will be given to the 
author(s) of a paper published in 
either the first or second issues of 
Volume 2. The award will be 
announced at the 1991 annual ACCI 
conference in Cincinatti in April. 

The Guidelines for the Russel M. 
Dixon Award are as follows: 

1. The Russel M. Dixon Award, in 
the amount of $200, is established 
for the best applied paper published 
in Advancing the Consumer 
Interest each year. 

2. An award need not be given if 
no paper qualifies. 

3. The ACI Editorial Board is 
responsible for selecting the recipi­
ent and announcing the winner at 
the annual conference and in ACI. 

The Editorial Board Members who 
constitute the award committee are 
the associate editors: 
o Robert Kroll, Eock Valley 
College, Award Committee Chair 
o Rosella Bannister, Michigan 
Consumer Education Center 
o Mary Ca1·sky, University of 
Hartford 
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MARLENE S. STUM 

Assistant P1·ojessor 

Family Social Science 

University of Minnesota 

ELDER 
CONSUME s N THE 

HEALT RE 
MARKE p 

Low income elderly en ollees in an Health 

Maintenance Organizatio Subs 'dy Project were 

surveyed as a case study of MOe rollment decisions, 

satisfaction and nders anding. 

. . . . . . . . .... 

he health care arketplace is becoming increas­

ingly diverse, iffering new forms of delivery, 

coverage and . In part, these develop­

bout the cost, quality 

and accessibil ty of he lth care for the elderly. 

Policymakers are part ·cularly concerned about 

rising Medicare expenditures for the increas ng number of those over 

65 in the U.S. Elderly consumers the selves re experiencing rising 

health care costs, gaps in Medicare co erage dfragmented health 

care services (U.S. Senate, 1988). The potenti l for high out-of-pocket 

costs for the elderly induces more tha 70 per ent of aged Medicare 

enrollees to purchase supplementary private ·nsurance to cover these 

costs (Christensen, Long & Rogers, 1987). 
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H alth maint nance organizations (HMOs) 
are i 1creasingh viewed as a health care struc­
ture o potentia ly reduce Medicare and out-of­
pock~t costs for consumers while maintaining 
ore en broaden·ng coverage for older persons 
(IglE ~art, 1985). A contractual responsibility is 
assu !ned in an 1: MO for delivery of services to 
an e rolled popjlation, with fixed periodic pay­
men s independ nt of service use. HMOs have 
received increas·ng attention as a form of 
finar cing and d livery of health care for all age 
grou;ls, and var ous HMO organizational mod­
els h ve develor:ed. Studies have confirmed 
that fiMO enrol ees, both young and old, are 
attrarted by anc especially satisfied with com­
preh nsive cove age, financial protection and 
avail:~.bility of c re that HMOs can offer 
(Har is & Assoc ates, 1986; Luft, 1981; Ward, 
1987; Ward & B yant, 1986). 

Th ·ough the 1170s, enrollment of consumers 
over ~5 was ver limited in HMOs even 
thou ·h enrollme~t of other age groups was 
expa ding. Duri~g this period, various factors 
disco raged rec tuitment of the elderly. For 
exarr.ple, HMOs focused on membership from 
place of employment, there were few financial 
incen ives in the cost-based reimbursement 
system through Medicare and concerns about 
adve se selectio existed (Polich, Iversen & 
Park r, 1985). 

In he early H 80s, a series of federal gov­
ernm nt policy c!hanges began to encourage 
enrol ment of th elderly. The Health Care 
Fina cing Admi istration sponsored Medicare 
HMO demonstn tion projects to enroll Medi­
care eneficiaries, and the Tax Equity and 
Fisca Responsil ility Act (TEFRA) of 1982 
was r~vised to ir elude provisions to stimulate 
HMO Medicare overage. By 1985, nearly one­
half o all HMOs offered coverage to Medicare 
enrollees, althou ·h the number of elderly in 
HMO continues to be a small minority of the 
older population and of HMO members (Policy 
et al., 1985). Gov rnment reimbursements for 
Medi are enrolle s have been considered inad­
equat~ by some ~MOs and a refusal to recruit 
older ~embers h~s occurred (Luciano, 1988). 
Disin entives for elderly consumers to enroll 
in an IMO and reasons for not being satisfied 
have included as ects of the patient/provider 
relati nship (e.g. limited choice of provider, 
poor c uality of c~ re) and certain administra­
tive a pects (e.g. limited travel coverage, 
referr~l processe , waiting for appointments) 
(AARIP, 1986; Be ki & Ashcraft,1980; Policy et 
al., 19 ~5; Ward, 1~87). 

HM:)s continu to be a relatively unfamiliar 
model of health c re for most Americans. 
Harri and Associates (1986) found that only 

8 

41 percent of nonmembers were very or some­
what familiar with HMOs. When decisions to 
enroll in an HMO are based on incomplete or 
incorrect information about the potential eco­
nomic as well as structural differences in 
HMOs and fee-for-service health care, expec­
tations may not be met, and satisfaction 
among Medicare enrollees reduced. 

Research on HMOs has primarily focused on 
economic or financial feasibility concerns and 
medical issues. Studies have included some 
description of enrollee characteristics and sat­
isfaction levels, but almost exclusively on the 
population under age 65, so that much less is 
known about elderly consumer behavior and 
HMOs. As policy changes are considered, it 
seems appropriate to explore HMOs from the 
elderly consumer's perspective. 

This case study contributes to an under­
standing of elderly HMO enrollees by assess­
ing various aspects of enrollment decisions, 
satisfaction with HMOs and understanding of 
HMOs versus fee-for-service care. The specific 
research questions addressed in this study 
were: (1) What factors influenced low income 
elderly to enroll in the HMO Subsidy project?; 
(2) Are elderly consumers satisfied with 
HMOs as a health care delivery/financing 
option?; and (3) Do elderly consumers under­
stand the differences in HMOs and fee-for-ser­
vice care? 

THE SETTING 

This research involved a study of low 
income elderly HMO enrollees in a pilot pro­
ject in the state of Wisconsin. In 1986, the 
Wisconsin HMO Elderly Subsidy Project was 
funded by the legislature to offer incentives to 
low income elderly consumers in selected 
Wisconsin counties to enroll in HMOs. The 
project involved negotiating with HMOs to 
offer coverage to Medicare beneficiaries and 
then focused on encouraging low income 
Medicare eligible people to join HMOs. The 
state's rationale for the pilot project was the 
potential of reducing the number of elderly 
who did not have sufficient health coverage 
and who become impoverished from medical 
expenses and therefore eligible for Medicaid 
(primarily a state-financed program). Specific 
incentives provided to low income elderly con­
sumers to enroll in an HMO included: (1) a 
financial subsidy of half the monthly HMO 
enrollment fee or $20, whichever was less; and 
(2) increased education and awareness of 
HMOs as health care options. 

The Department of Health and Human 
Services contracted with the Coalition of 
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Wisconsin Aging Groups to provide consumer 
education on HMOs. The Coalition provided 
group training sessions (nutrition sites, etc), 
the booklet A Senior Citizen's Guide to HMOs 
in Wisconsin one-to-one contact by phone, and 
for some, in-person visits by outreach work­
ers. As a result of the educational outreach 
efforts and available subsidies, 613 low income 
elderly consumers signed up for an HMO sub­
sidy for up to 12 months. 

THE SAMPLE AND INSTRUMENTATION 

The sample for this case study included all 
persons (613) who enrolled in the subsidy pro­
_gram. Four months after enrolling, each per­
son was mailed a written questionnaire 
designed to gather information on standard 
sociodemographics, enrollment decisions, sat­
isfaction levels and understanding of HMOs as 
a health care system. 

Ward and Bryant's (1986) instruments from a 
study of Medicare enrollees in HMOs in New 
York state were initially used to assist in the 
survey development. Questions on enrollment 
decisions were designed to gather information 
about reasons for selecting HMO coverage and 
the influence of the subsidy in enrolling in an 
HMO. Respondents were asked to note their 
general level of satisfaction and to list specific 
likes or dislikes. Additional reviews of the lit­
erature and an understanding of the differences 
in fee-for-service and HMO health care 
approaches provided the basis for the 13-item 
HMO knowledge evaluation. Pilot testing of 
the evaluation occurred with 40 elderly con­
sumers considering HMOs as a health care 
option. 

Questionnaires were returned by 472 sub­
sidy enrollees for a 77% response rate. This 
high rate increased the confidence that respon­
dents were representative of enrollees for that 
time period. Results are presented based on 
N =4 72 unless both numbers and rates are pre­
sented. 

RESULTS 

CHARACTERISTICS OF HMO 
ENROLLEES. HMO enrollees responding 
were more likely to come from the older age 
groups when compared to the statewide elder­
ly population in Wisconsin (WI Department of 
Health and Social Services, 1987). Eleven and 
one-half percent of the enrollees were 85 or 
older, compared to just 9.6% of the elderly 
population in the state; and 44.3% were 75 to 
84 compared to just 31.8% of the elderly popu­
lation. Those in the 65 to 74 age group made 
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up 44.2% of the respondents connnan~d 
of the statewide elderly por:ml~1tion. A.pprpxJ­
mately three fourths of the ref;jpondent;s 
female (76%) and one-fourth 
tributions that approximate 
bution in the over-65 IJV!f.IUJLa~JLLill st.::JtP.,NiriP. 

Eligibility requirements fori pa1rticir:,atipn 
included meeting established tnc:orrte 
tions. Nearly all respondents 
incomes between the federal nhui>ll't1T 

140% of poverty. 'l\venty per·cer1t 
dents had incomes below ~A·.mh,..." 
remaining 4.5% above 140% 
allowed to enroll due to dec:linling mc:orrte~ 
1987. The 1986 federal"""''"'v+'J 
lines were used to establish 
(i.e., $7,240 for a two member )1ollseholld 
$5360 for a one member hm1sehold) 
Department of Health and 
1987). Slightly over one-third 
respondents did not go ue''""u 
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ELDERLY CONSUMER RESPONSE R ~TES TO HMO ~NDERSTANDING EVALUATION. 

Sto ements Responses 
Agree Disagree Not Sure No Response 

The choice of providers are limited ....... ..... .. ........ ........... 55. 9 .... ....... . 15.7 ... ......... . 21 . 2 .......... .... .7 .2 

Filing of claims is eliminated in HMOs ... ... ................. .... . 80.3 ............. .4. 9 ... ....... ... 1 0.2 .............. .4.6 

An HMO is a good choice 
for those who spend winters in Florida ................ . .. ...... ..... 8.7 ........... . 25.2 ....... ... ... 53.8 ............. 12.3 

The more expensive the HMO, the better the benef ts ........ 14. 9 ........... .40. 0 ............ . 38.1 ........... .. ..7.0 

Most HMOs will allow care from providers outside 
the HMO if a referral is made or in an emergency. . ........ .77 .8 .... ........ .. 1. 5 .. ..... .. ... . 17. 4 .. ..... .. ...... 3 .3 

As HMO member, I pay monthly premiums but 
do not have expensive deductions and co- paymen ........ .73.7 .......... .... 3.0 ........ ..... 13.0 ............. 1 0.3 

If I decide to leave the HMO, I may not be able to et 
the some insurance coverage and rates as before .. .. ... .. ... 54.7 ............. .4.7 .. ........... 34.3 .. ........ .. ... 6.3 

HMO members should plan on seeing doctors and 
going to pharmacies connected with their HMO .... . .... ... ... 84.1 ........ ..... .3.4 .... ........... 6.6 ... .. .......... 5.9 

I should corry a Medicare Supplement policy 
in addition to my HMO coverage .... ................................ 29 .7 ......... .. .46.0 ..... ........ 17 .3 ... .... ..... .. .7 .0 

Many HMOs provide benefits which ore 
in addition to Medicare covered services ........ ................. 35. 7 ............ 13. 4 ......... .. . .40.6 ............. 1 0.3 

As on HMO member, I submit Medicare 
claim forms and wait for reimbursement ............... ........ .. 16. 9 .... .. ...... 58. 9 ........ .. ... 12.5 ............ . 11.7 

My HMO costs will basically be the some 
whether I visit the doctor one or six times .............. ...... .... 8 2. 4 ... ....... .. .. l .1 ... ......... ... 9. 3 .. ............ .7. 2 

HMOs allow for 
planned health costs due to fixed payments .......... . ......... .43.5 ...... ....... . 5.7 .... ........ .42.4 ....... .. .... .. 8.4 

N= 472 

19.2 o had some high school, 26.5% had com­
plet d high schc ol, and 14.2% had gone beyond 
high school. 

H ~0 enrolle s consistently rated their own 
heal h poorer tl an the comparable general 
elde ly populat on statewide. For example, 
5.4% of the olde t enrollees (75 and older) 
rate their heal h excellent while 18.1% of the 
gene a! elderly population 75 or older rate 
their health as xcellent. 

WH T FACTCRS INFLUENCE ENROLL­

ME l T OF TH r;; LOW INCOME ELDERLY 
IN L N HMO SUBSIDY PROGRAM? 

Res! ondents wE re asked a series of questions 
to ex amine wha factors influenced their deci­
sion o enroll in he HMO Subsidy program. 
Whe ~ respondir g to a list of reasons for 
enro ing in an l MO, 47.6% (225) indicated the 
Jack Df paperwo k, 4 7% (222) the additional 
bene 1ts that thE HMO would provide when 
com ared to the"r Medicare supplement insur­
ance and 43.4% (205) the lack of deductibles, 
coinsf.Irance or c~arges above Medicare. A 
smal er number of respondents indicated that 
reasc ns for sele ting the HMO included cover-
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age for prescriptions covered (13.2%), affilia­
tion of their doctor with the HMO (3.9%), and 
the location of the HMO (3.4%). 

It should be noted that almost one-third of 
those responding (31 %) were already HMO 
enrollees before signing up for the subsidy. 
When all enrollees were asked directly about 
the role of the subsidy in their enrollment deci­
sion, only 8% replied that it was not important. 
In an additional question exploring reasons for 
enrolling, 63.9% indicated that the subsidy 
meant that they could now afford health insur­
ance. Almost one-third (32.6%) did not have a 
Medicare Supplement policy. Respondents 
were asked in an open-ended question at the 
end of the questionnaire to add any comments 
about the subsidy program. A significant num­
ber (40.3%) stressed the need to aid those on 
limited incomes and the increased ability to 
afford Medicare Supplement coverage with the 
subsidy. 

ARE ELDERLY CONSUMERS SATIS­
FIED WITH HMOS AS A HEALTH CARE 

DELIVERY/FINANCING OPTION ? 
A majority of the respondents in this study 
were satisfied with the medical care at their 
HMO. When asked about their overall satis­
faction with the HMO, 86.4% (368) were very 
satisfied, 13.4% (37) somewhat satisfied and 
only one respondent was not satisfied. Almost 
three-fourths (72.2%) agreed with the state­
ment that the quality of care provided by 
HMOs equals or exceeds other health care 
options. When asked in an open-ended ques­
tion to list specific likes about their HMO cov­
erage, over half (54.4%) listed the lack of 
paperwork and the cash flow advantages of 
not having to file claims and be reimbursed. 
Additional positive aspects of the HMO 
included the affordability of the option given 
the coverage (12%) and good service (5.1 %). 

Respondents were also asked in an open­
ended question to list their dislikes with the 
HMO coverage. Dislikes were not frequent, 
but a lack of prescription drug coverage was 
mentioned by 7.4%, having to change doctors 
when joining by 5.5%, and the referral process 
to other providers by 4.0%. Almost one-fourth 
(23.7%) noted that they had no dislikes at this 
time. 

DO ELDERLY CONSUMERS UNDER­
STAND THE DIFFERENCES BETWEEN 
HMOS AND FEE-FOR-SERVICE 

HEALTH CARE ? Respondents were direct­
ly asked how well they felt they understood 
the benefits and coverage available to them in 
the HMO. A majority felt that they under-
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stood benefits and coverage fairly well 69.4% 
(310), and 22.6% (101) very well. The addition­
al 8% (36) did not feel that they understood the 
benefits and coverage. 

A 13-item evaluation was designed to more 
objectively determine if enrollees understood 
the differences in HMOs and fee-for-service 
types of care. Respondents were asked to re­
spond to each statement whether they agreed, 
disagreed, or were not sure. As Table 1 indi­
cates, more than two-thirds of the respondents 
recognized the following: (1) restriction to 
HMO doctors and pharmacies (84.1 %), (2) cost 
being the same for 1 or 6 visits (82.4%), (3) 
elimination of filing claims (80.3% ), ( 4) referral 
and emergency processes (77.8%), and (5) no 
deductibles or co-payments (73.7%). Non re­
sponse rates are intentionally listed in Table 1 
as an indication of which questions were per­
haps more difficult or areas of less under­
standing. 

Respondents had less understanding of some 
aspects of HMO coverage. For example, 
almost half of the survey respondents (47.1 %) 
agreed with or were not sure if they should 
carry a Medicare Supplement policy in 
addition to their HMO coverage. HMO cover­
age plans typically provide a wide range of 
benefits beyond Medicare covered services but 
54% disagreed or were not sure about this fea­
ture. Just over half (53.8%) were not sure 
about the limitations of coverage out of the 
area for those who travel or spend winters 
elsewhere. 

CONCLUSIONS 

ENROLLMENT DECISIONS AND 

SAT IS FACTION. Low income elderly who 
enrolled in the HMO Subsidy project had high 
expectations that enrollment would help 
stretch their limited resources. High levels of 
satisfaction suggest that those expectations 
are being fulfilled along with receiving quality 
medical care. For a majority of enrollees, lim­
ited financial resources were expanded by 
HMOs offering no more deductibles or coinsur­
ance and expanded coverage and benefits. The 
subsidy also allowed elderly consumers with­
out Medicare supplement to obtain needed 
financial protection from health risks. As in the 
HMO Demonstration projects, consumers in 
this case study appeared to be willing to trade 
some ofthe fee-for-service features, such as 
choice of physician, for additional financial pro­
tection offered in an HMO (Salisbury, 
Kuppersmith & Kodner, 1983). 

In addition to helping stretch financial 
resources, HMO enrollees found time and ener-
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gy resources being saved. Not aving tom n­
age the paperwork and coordin tion of ben fits 
involved in health care protecti n was am jor 
enrollment attraction and reaso given for at­
isfaction. These results support cCall's (1 86) 
suggestion that Medicare benef ciaries rna 
enroll in an HMO partly to avoi the confu ing 
Medicare procedures. 

UNDERSTANDING OF HM S. Itapp ars 
that educational efforts as well s the expe ·i­
ences of enrollees in HMOs hav increased ev­
els of understanding about HM s as a heal h 
care delivery and financing opti n. Educat rs 
involved in a variety of approa hes, such a 
nutrition site programming, de eloping w it­
ten materials and phone calls w th those el gi­
ble, confirm that a majority oft e elderly ere 
not initially familiar with HM s and wer 
also very confused about Medic re covera 

A majority of the respondent in the stu y, 
many with less than an eighth rade educ -
tion, now appear to understand he most c m­
monly misunderstood differenc s between 
HMOs and fee-for-service healt care. Wh le 
the results are encouraging, th re is room or 
improvement. Respondents we e more lik ly 
to be confused about how HMO relate to t e 
larger Medicare system than w th underst nd­
ing differences between HMOs nd fee-for er­
vice care. Such a lack of unders anding ab ut 
how HMOs relate to Medicare upplemen 
Policies and to Medicare cover ge was als 
found by McCall (1986) and Tit s (1982). 
Elderly consumers too often du licate hea h 
care protection coverage and aste limite 
personal resources as a result o this lack f 
understanding. 

IMPLICATIONS 

If goals are to assist elderly onsumers 
rising health care costs and re 
et expenses without reducing overage, 
may offer an acceptable healt care deliv ry 
and financing option from the onsumer's er­
spective. Elderly consumers, j 1st as youn er 
ones, are attracted to HMOs b affordabi ity, 
accessibility and quality of ca features. 

The Wisconsin HMO Subsid project w s 
able to offer financial incentiv s to low in orne 
consumers to explore HMOs a a Medicar 
Supplement. As a result, low i come con­
sumers who enrolled obtained edicare S p­
plement protection with broad coverages nd 
financial assistance in paying or needed 
health care protection. Althou h the subs dy 
pilot ended after one year, HM s across t e 
state had begun to actively m rket plans and 
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ete for th over 65 health care consumer 

A previous tudies had found, enrolling new 
peo le in HM s was a difficult and costly part 
oft e subsidy roject. Other states considering 

a project eed to recognize that elderly 
le tend to e reluctant to try new health 
options. A so important is recognizing 
a lack of u derstanding of HMOs as well 

as edicare an other supplemental insurance 
opti ns limits t e elderly's ability to make 
deci ions. Wor ing with and through the exist­
ing ging netw rk in a state proved to be 
extr mely valu ble. County-based government 
ben fit speciali ts, the Medigap Hotline and 
the isconsin oalition of Aging Groups all 
pro ided valua le links to elderly consumers in 
this pilot proje t. Personal contacts made by 
out ach work s who could explain the com­
plic tions of ins ranee coverage proved to be 
ver successful in assisting the elderly in their 
deci ion makin . The outreach efforts also had 
the enefit of u covering those low income con­
sum rs who we e paying for multiple supple-

a! insuran e policies and those eligible for 
assistanc programs in the state. 

e high lev Is of consumer satisfaction with 
HM s that hav been found need to be evalu­
ate continual! , given concerns about afford­
abil y and qua ity of care in the health care 
mar etplace. T e questionable financial stabil­
ity HMOs, in reasing out-of-pocket costs and 
fees for consum rs, and trading of quality of 
care for cost ef£ ctiveness are not to be ignored 
(Lu iano, 1988; tickney, 1985). If these con­
cern continue o develop what will happen to 
cons mer sa tis ction? Will the financial incen­
tive for elder! consumer enrollment 
deer ase? 

T e HMO ap roach to health care is being 
exp nded beyo d acute care needs to also 
add ss long te m or chronic health and sup­
port ve service eeds of the elderly. As a result, 
som elderly co sumers are finding themselves 
atte pting to u derstand and make enrollment 
deci ions about his expanded version of the 
HM , often re:D rred to as a social HMO. 
Con inuing res arch is needed to explore vari­

odels of MOs, including the social HMO 
an elderly onsumer's perspective, espe­

cial! in regard to reasons for enrollment, sat-
isfac ion with q ality and implications for fam­
ily fi ancial ris protection. 

E ucators an policymakers need to help 
elde ly consum rs make informed choices 
abo health ca e coverages that appropriately 
mat h needs an preferences and help set 
reali tic expect tions. The need to help con­
sum rs underst nd differences in HMOs and 
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traditional fee-for-service health care, and how 
such coverage relates to the ever changing 
Medicare and long term care systems will be 
an ongoing challenge. 
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ARE FIN NCIAL 

MANAG NT 

PROGRAMS H LPING 

FAMI IES? 

A national study exami es the effectiveness of 

Cooperative Extension's edu ation l effort in financial 

planning and 

educational pmgrams in its ho e econo ics, agriculture, and 4-H 

sections. As part of CES's National Ac ountabi ity and Evaluation Pro-

gram, a national study profiled the ext nt of C S's educational effort in 

financial planning and management Nation l Impact Study 1989). In 

addition, this study addressed the que tion of h w effective these pro-

grams are in helping families improv their fi ancial situations. This 

important q~~estion has implicationsji r thew lfare offamilies, design of 

educational efforts, and possibly for fu ure fun ing of CES itself 
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T e 1989 nati nal impact study was the first 
com rehensive valuation of Extension Ser­
vice financial p anning and management pro­
gra s; howeve, many previous studies had 
bee done on in ividual programs. Prior stud-

e summar"zed in Slusher (1985); Rivera, 
ett, and W lker (1983); Kappa Systems 

Inc. and II (19 9); Science Management Corp. 
II (1979); nd Ballute, Lawyer and 

Tan ersley (197 ). 
T is article r ports on one part of the 

nati nal impact study: focusing on home eco­
nom cs Extensi n programs on family finan­
cial anageme t and their effectiveness in 
help ng families. The results have implications 
for a l consume educators, whether working 
in a Extension setting or elsewhere. 

STUDY DESIGN 

al family inancial management Exten­
sion rograms i home economics conducted in 
five tates betw en 1980 and 1985 were select­
ed fo in-depth udy. A key limiting factor in 
selec ing the st tes and the specific programs 
was he availab lity of mailing lists of past 
parti ipants in t e programs. Therefore, the 
resul ing sampl cannot be considered repre­
sent tive of all xtension programs in family 
fina ial manag ment; however, programs 
were selected to include as much diversity as 
possi le. 

W ile the gen ral purpose of each program 
in th study wa to enhance the financial well­
bein of familie , the targeted audience, deliv­
ery ethod, and specific subject matter objec­
tives varied acr ss the programs. Some pro-
gra were dir cted toward low income 
clien ele while o hers served clientele across 
the i come spec m. A variety of delivery 
meth ds was us d, including group meetings, 
work hops, lett r series, mass media, and one­
on-o e counselinr. Program leaders were 
Exte sion profe sionals, trained volunteers, 
para rofessionat , or specialists selected for 
subje t matter e pertise. The programs dif­
fered in emphas·s within the general area of 
famil financial anagement. Some focused 
broa lyon goal etting and effective manage­
ment of resource ; others emphasized the 
effec ve use of c edit; and the counseling pro­
gram focused o solving the participants' spe­
cific nancial pr blems. One program focused 
on ov rall famil life management with finan­
cial ana gem en as one of several dimensions 
addr sed. 

Da a were col ected in a one-time survey by 
mail uestionna·re or personal interview. 
Past rogram p rticipants self-reported on 
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the perceived effectiveness of the program, 
degree and nature of their participation, and 
demographic characteristics of their house­
holds. Data for 756 individuals were collected 
in the summer of 1985. The overall response 
rate was 48%.1 

SAMPLE CHARACTERISTICS 

The respondents were primarily female (84%). 
They lived in urban (23%), suburban/small 
city (36%), and rural areas (41 %). Their yearly 
household income ranged from less than $2,500 
to greater than $75,000. Fifty percent had 
family income levels of $15,000 or less and 
25% earned $30,000 or more. Educational lev­
els ranged from college graduates (28%) to 
grade school or high school dropouts (25%). 
Respondent ages ranged from 15 to 84 years, 
with 26% being less than 30 years and 13% 
being more than 60 years old. 

Many (34%) of the respondents said they 
participated in the Extension program because 
they needed help on a specific problem; howev­
er, most (51%) said they participated because 
the program sounded interesting and useful. A 
few (5%) said their participation was not of 
their own choice, but was required by a social 
service agency. Many (42%) respondents said 
they came to the program feeling that their 
finances were out of their control, often 
because they were experiencing health, fami­
ly, or employment problems. For 72% of the 
respondents, this was a first involvement with 
an Extension program. Approximately a 
fourth of responding households had more than 
one adult participating in the program. 

FINDINGS 

GENERAL REACTIONS. Most respondents 
(68%) were very positive about the program 
while a few (9%) were negative. Others (23%) 
said the program was good, but it could not 
solve the basic causes of their financial prob­
lems, such as getting them a better job. 

Nearly 80% of the respondents indicated a 
willingness to pay a fee for the program if it 
became necessary. The amount of fee they were 
willing to pay was highly correlated with fami­
ly income (r=.26, p <.0001), the degree to which 
respondents felt their ability to manage their 
finances had improved (r=.26, p <.0001), the 
extent to which they had adopted the practices 
recommended in the program (r=.25, p <.0001), 
and the degree to which they felt their financial 
condition had improved as a result of the pro­
gram (r=.31, p <.0001). That is, those with high­
er incomes were more willing to pay higher 
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TABLE l. RESPONDENTS' FINANCIAL EXPERIENCES 
Before and After Extension Program 

program. Perceive change in 
financial inanagem nt practic 

Before After 
was positively corr lated with he 
degree to which res ondents fe t 
they had participat d in the pr -
gram (r=.27, p <.00 ). Change n 
financial managem nt practic s 
was not correlated ith incom or 
educational level. owever, t re 
was a significant n gative co ela­
tion with age (r=-.1 , p <.0002) the 
older the responde t, the less 
change in manage ent practi es. 

Yes No Yes No 
Have money for needs 
at end of pay period 

319 394 514 170 
(45 %) (55 %) (75 %) (25 %) 

Utilities disconnected 
due to nonpayment 

109 610 23 672 
(15 %) (85 %) (3 %) (97 %) 

Unusual worry about 
money 

454 263 271 418 
(63 %) (37 %) (39 %) (61 %) 

Able to make maior 
purchase with savings 

239 474 325 367 
(34 %) (66 %) (47 %) (53 %) With respect to pecific fin cial 

management pract ces introd ced 
in the program, re pondents i di­
cated whether the had used 

Conflict with others 
about money 

323 396 193 503 
(45 %) (55 %) (28 %) (72 %) 

fees, as were those who had benefited most 
from the program. However, comments from 
respondents to unstructured questions indicated 
that a fee would have precluded the participa­
tion of many respondents, even though most 
felt that the program was worthwhile. 

FINANCIAL KNOWLEDGE AND 
ABILITY TO MANAGE. When asked 
whether the Extension program had increased 
their ability to handle their financial situa­
tions, most respondents (79%) responded affir­
matively. In fact, over a fourth said their abil­
ity level was greatly improved. This change 
in perceived ability level was positively corre­
lated with the degree to which participants 
felt they had actively participated in the pro­
gram (r=.30, p <.0001). Change in ability level 
was not significantly correlated with educa­
tional or income level. The Extension financial 
management programs were effective in 
improving ability level of both poorly and 
well educated participantg. 

A majority of respondents said they learned 
something about each of the topics covered in 
the various programs. The programs were 
most effective in teaching participants about 
setting goals and priorities, establishing a 
spending plan, keeping good records, and ways 
of saving money. Over 50% of respondents said 
they learned "much" about these topics. The 
programs were least effective in teaching legal 
credit rights and how to calculate finance 
charges. Even for these topics, more than 20% 
of the respondents said they learned much 
about the topic. 

FINANCIAL MANAGEMENT 
PRACTICES. Three-fourths of the respon­
dents said their financial management prac­
tices were better as a result of completing the 

ADVANCING THE CONSUMER INTEREST VOL.2 N0.2 

practice before the program, 
whether they started doing a ractice aft r 
the program, or whether they still inten to 
use a practice. Among those ho had not re­
viously used a practice before the progra , 
from two-thirds to one-third o responde s 
started the practice after the 'rogram. T e 
programs were most effectiv in getting ar­
ticipants to keep records of m ney owed, read 
credit contracts, keep written spending lans, 
control the amount of income eeded for ay­
ing debt, and talk with famil members bout 
financial goals. There was les success i get­
ting participants to: discontin e using cr dit 
cards as revolving accounts, aintain a 
emergency fund, and deposit avings wh re 
higher returns are available. !early, th lat­
ter practices may be irreleva t or unrea istic 
for low-income families. Yet, hese pract ces 
still represented a goal for m st of those who 
had not yet been able to imp! ment the . 
Most still planned to try. J 
FINANCIAL SITUATION Sixty-tw per­
cent of the respondents felt t eir financi l situ­
ation was better as a result ithe progr m. 
Perception of change in over II conditio was 
positively correlated with th degree to hich 
respondents felt they had pa icipated i the 
program (r=.24, p <.0001). It as not si ifi­
cantly correlated with educa ion or inco e 
level. 

There was improvement i responden s' 
experiences after participati n in the E ten­
sion program (Table 1). For xample, b ore 
the program 63% of the resp ndents sai they 
had unusual money won·ies; his was re uced 
to 39% after participation in he progra . 

In comparing each respond nt's before and 
after program experiences, t e study fo nd 
that 59% of the 394 responde ts who ha prob­
lems with spreading their in orne acros their 
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pay periods before the program were able to 
eliminate this problem after attending the 
Extension program. Of the 109 respondents 
who had their utilities disconnected due to non­
payment of the bill before the program, 82% 
eliminated this problem. Forty percent of the 
454 respondents who worried excessively 
about money matters before the program did 
not experience unusual worry after the pro­
gram. Of the 474 respondents who could not 
make a major cash purchase before the pro­
gram, 23% were able to do so after the pro­
gram. Forty-one percent of the 323 respondents 
who experienced conflict with family members 
about money problems before the program 
reported no major conflicts after the program.z 

Approximately half of all respondents were 
able to increase savings and reduce debt load 
after participating in the Extension program. 
Respondents increased their savings level, on 
average, by $34 per month and reduced their 
debt load, on average, by $56 per month. 
While it is unclear whether these changes 
merely resulted from passing time or were a 
result of effective credit management, it was 
apparent that participation in these financial 
management programs contributed to partici­
pants' felt need to save and control debt level. 
Even those with low incomes expressed the 
intention to save and control debt levels. 

THE BOTTOM LINE-WERE FAMILIES HELPED? 

The results of this study show that the home 
economics Extension programs on family 
financial management had substantial impacts 
on those who participated. Positive impact 
was found at four levels-general reaction of 
participants, change in knowledge and abili­
ties, change in use of recommended practices, 
and improvement in financial situation. There 
was a positive correlation between the impacts 
at each of these levels. Those who improved 
their ability to manage were also more likely 
to change their practices (r=.61, p <.0001) and 
to see improvement in their financial situa­
tions (r=.43, p <.0001). Generally, those who 
participated in the programs were able to 
reduce their debt load and increase their sav­
ings level. But, because many respondents had 
very low incomes, the statistics on savings and 
debt level change do not adequately reflect the 
extent to which some respondents' financial sit­
uations were helped by the program. Respon­
dent comments to unstructured questions indi­
cate that some improved their situation, but 
they were still in dire condition. And, some 
improved their situation to the point where 
they could realize a major goal, such as buying 
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a house or car, and as a result ad increas d 
their debt load. 

The programs were most ef ective in h lping 
those participants who were ore active y 
involved in the program. Mor over, fami 'es of 
all income and educationalle els becam 
involved and were helped by hese Exte sion 
programs. There was evidenc that the p o­
grams were more effective in eliciting b hav­
ioral change in young partici11ants; older par­
ticipants evidently have well stablishe 
financial practices which are ore resist nt to 
change. There was also evide ce that ch nge 
was more likely to occur whe multiple amily 
members participated in the rogram. 

Overall, the programs wer very effec ive in 
helping families improve thei financial itua­
tions. In addition to providing informatio and 
guidance to participants, the rograms ere a 
source of psychological suppo , especiall for 
those in crisis situations. Man responde ts 
said that their participation i the progr m 
gave them courage to go on. lthough n t easi­
ly quantified, these testimoni ls are per 
the greatest tribute to the ef£ ctiveness 
these financial management rogTams. 

IMPLICATIONS FOR THE DESIGN 
OF EFFECTIVE EDUCATIONA PROGRAMS 

Because the needs and situat ons of the meri­
can people are diverse, educ ional effor s that 
effectively meet these needs 
diverse. The programs in thi 
great diversity in targeted a dience, de ivery 
methods, and subject matter emphasis. twas 
perhaps this diversity and th appropri te fit 
between the needs of the tar eted au die ce 
and the design of the progra , s that res lted 
in the overall positive assess ent. 

People of all educational a d income 1 vels 
can learn and change. Howe er, it is be er to 
reach people when they are oung as it s 
harder to change well establ' hed habit . If 
habits are well established, i is advise that 
all relevant decision makers in living u its be 
involved in the educational attivities. 0 her­
wise, the educational progra may info m 
and motivate one family me ber, butt ere 
may be no implementation b cause oth r key 
decision makers remain unin, ormed or ncon­
vinced of the need for chang . 

Some problems are more d fficult tha 
ers, requiring more intense a d persona 
educational efforts. Low-inco e familie 
poor human capital resources have form dable 
financial problems. This stud indicated hat 
low-income families were be t served b the 
one-on-one counseling progra s, a more per-
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sona "zed delive y method. Of course, personal­
ized ducational programs are more expensive, 
raisi g the issue of efficiency. All educational 
effo s must res lve the tradeoff between effec­
tiven ss and effi iency in the use of available 
prog am resour es. Often one has to be sacri­
ficed or the oth r; however, program resources 
can s metimes b used more efficiently without 
grea sacrifice o effectiveness. CES's use of 
train d voluntee s and paraprofessionals in the 
deliv ry ofpers nalized programs is a good 
exam le. Cantin ed effort should be given to 
findi g other wa s of improving efficiency, but 
with he recogni ion that effectiveness is the 
main ·oal. Ther comes a time when program 
reso ce levels ust be increased if educational 
effort are to ach"eve their goals, especially 
when targeting t l e problems of low-income 
famil es. 

Ho efully, the fficiency problem will not 
resul in educati~nal efforts being directed only 
towa d less diffi ult problems where effective­
ness i more rea ily "proven". Programs that 
help lleviate di icult financial problems 
shoul be judged using criteria which recog­
nize t e constrai ts on implementing financial 
mana ement pra tices and changing one's 
finan · al situatio . They should not be judged 
on ha d, quantit tive criteria alone. Perhaps 
the p ·ority for p blic funds should be to tackle 
the di 'ficult prob ems, those which the private 
secto generally voids because there is no 
quant fiable gain 

Ed cators shotd realize that there are 
many evels of h !ping, with the ultimate 
being "mprovem nt of the human condition. 
Earli r levels-s ch as motivating, teaching 
skills nd impart ng knowledge, and facilitat­
ing be avioral ch nge-must occur first how­
ever. otivating ay be the most important of 
these ince self- otivation triggers higher lev­
els of hange. Ed cators must design program 
activi "es and tea h subject matter that has 
perso a! relevan e to their audience. When 
peopl see somet ing in the educational pro­
gram or themsel es, they become motivated 
to stri e for a ne I vision of themselves. With 
self-m tivation, people are more likely to 
intern lize infor ation and develop the mental 
fortit e to chan e behavioral practices and 
overc me the rna y obstacles to desired 
chang s. 

Tim is a key f ctor in the motivating, learn­
ing, i plementin , and change process. It 
takes onsiderabl time for each phase, often 
with r inforceme t efforts necessary; thus, edu­
cators cannot see ·mmediate improvement. Nor 
can ed 1cators eas ly measure and quantify in 
hard t rms the lo g-term impacts of the educa-
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tiona! effort since so many factors are involved. 
Given the time lag and the multiple ob­

stacles to change that are beyond the educa­
tor's control, is it fair to judge the effective­
ness of educational efforts by using only hard 
measures of improvement? This is a very rig­
orous test. Therefore, it is especially impres­
sive when programs pass this test-as the 
family management Extension programs did. 
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FOOTNOTES 

1 For a complete description of the research method­
ology and specific findings, contact the author for a 
detailed study report. 

2 All of the above changes are statistically significant 
at the .001level, using the McNemar test for the sig­
nificance of changes. (See Siegel, 1956.) 
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LEARN BY OING: 

TEACHING A 

RULES OF MB 

benefits but also on the projected costs if searc 'ng for additional infor-

mation (Stigler 1961; Nelson 1970). A a result consumers often substitute 

general guidelines, or "rules ofthum ,"for re earched information. For 

example, consumers may decide to us the rul that a larger size is 

BR EN DA J. c u v E usually less expensive and forego uni pricin . Or, they may decide to 
Associate Pmfessm; 
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buy the same brand again rather tha 

previous experience with that brand 
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"ONCE EXCELLENT, ALWAYS 

EXC ELL ENT BU Y A KNOWN 

BRAND ." O N CE 

CONSUM ERS HAVE FOUND 

A BRAND NAME THEY 

BE LI EVE DELIVERS QUALITY, 

THE Y CONTINUE TO SELECT 

THAT BR AND NAME WITH 

LI TTLE OR NO COMPARISON 

BEFO RE PUR CHA SIN G. 

In ed, a cons mer's analysis of the costs PRICE 
and b nefits rna indicate a number of situa-

n which use of a rule is more efficient 
choice ba ed on information. A student's 

cons er educa ion is thus incomplete if it 
does ot include orne discussion of the use of 

f thumb a substitutes for information. 
urposes of this article are to: 

(1) dentify th situations in which con­
sume s are most likely to substitute rules of 
thum for additi nal information search; 

(2) eview rul s of thumb often used as sub­
stitut s for infor ' ation about quality and/or 
price; and 

(3) dentify cia sroom teaching activities 
that c n be used o help college or senior-level 
high hool stud nts learn when substitution of 
rules s appropri te and how to compare the 
likely outcomes fuse of a decision rule versus 
acqui ing inform tion. 

WHEN CONS MERS USE RULES OF THUMB 

Co umers are likely to substitute rules of 
for inform tion search if they believe 
e costs of sing a rule are low and/or 
efits are igh compared to the costs 

and b nefits of s arching for information. For 
exam le, if a con umer is planning to pur­
chase n applian e about which he/she knows 
little, he costs o search would seem to be 
high. f the only ources of information that 
could e located eem technical and not very 
useful the benefi s of additional search would 
appea to be low. In either situation, a rule of 
thum is a more fficient choice than research­
ing ad itional in rmation. 

Con umers rna also choose to use rules of 
thum to avoid i ormation overload (Jacoby, 
Spelle & Bernin . 1974; Keller & Staelin 1987). 
They ay learn t at there is a great deal of 
infor ation avail ble but have no means of 
sortin or evalua ing it. The consumer seeks a 
rule o thumb not ecause there is too little 
infor tion, but tther to avoid the high cost 
of pro essing too uch information. 

The les cons.~mers use can generally be 
divide into two ategories: rules that substi­
tute fo informati n about quality and those 
that s bstitute fo~ information about price. 
Becau e there ar many more rules about 
produ t quality t an about price, the discus­
sion w II begin w th quality rules. 

RULES OF THU B ABOUT PRODUCT QUALITY 

Con umers rna use a variety of rules as 
substi utes for ob ective information about the 
qualit of produc s. Brand name, amount of 
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FIGURE 1. A PERFECT INFORMATION FRONTIER FOR 
A QUALITY CONSTANT PRODUCT 

advertising, product warranties, seals of 
approval, and price have all been identified in 
the literature as cues that consumers use as 
substitutes for objective information about a 
product's quality. 

Four quality rules are discussed in the fol­
lowing section, including an explanation of the 
rule, research evidence that indicates how con­
sumers use the rule and/or the validity of the 
rule, and learning activities for students. 

BUY A KNOWN BRAND. Therule. 
Maynes (1976) has described this rule as, 
"Once excellent, always excellent. Buy a 
known brand." Once consumers have found a 
brand name they believe delivers quality, 
they continue to select that brand name with 
little or no comparison before purchasing. 

The evidence. Mazursky and Jacoby (1985) 
found that consumers selected brand names 
more frequently than any other information in 
forming impressions about the quality of mer­
chandise. Research by Morris (1971b) and 
Cude (1988) has, however, demonstrated that 
past performance of a brand is a poor predictor 
of future quality. Both researchers computed 
quality scores for models marketed by major 
firms and rated in Consumer Reports. In both 
studies, wide year-to-year variations in firms' 
annual quality scores were common, suggest-
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that most conl mers belie ed 
that products /ith the Goo 
Housekeeping seal are of tter 
quality than pr ducts wit ut 
the seal. Few u derstood 
the "seal" is ac ually a li 
refund or repla ement pol' y. 
Similar misun erstandin 
among consum rs about t e 
meaning of oth r third-pa y 
certification m rks are li ly. 

Lea1·n ing act vities. Ha e 
students brains orm to ge er­
ate a list of "se Is of appr val" 
and other third party cert fica­
tion marks fou d on prod ts . 
Assign one stu ent to inv sti­
gate the actual meaning o each 
seal and the ty es of prod cts 
on which it is f und. Othe stu­
dents participa e by findi g 
brands that ac ually carr each 
seal and comp ring the C n-
sumer Reports product r tings CONSUMERS MAY LOOK FOR 

of those brand to other b ands 
"SEALS " THAT INDICATE 

FIGURE 2. AN INFORMATIONALLY PERFECT MARKET 

ing that reliance on past experience with 
brand names may lead consumers astray in 
the search for product quality. 

Learning activities. Have students select 
one or more products that Consum er Reports 
regularly rates and three or four manufactur­
ers. (Check the indexes of several issues of 
Consumer R eports' Annual Buying Guides to 
identify products that are rated repeatedly.) 
Ideally, products chosen are ones rated at least 
three or four times during the past 20 years. 
For the product(s) and manufacturers selected, 
students list and compare the rankings of each 
of the selected manufacturers' models and then 
compare the rankings of the selected manufac­
turers over time. Discussion should focus on 
why a manufacturer's quality rating might 
vary from one product test to another. 

"SEALS OF APPROVAL " (THIRD­
PARTY CERTIFICATION MARKS) 
INDICATE QUALITY. The rule. Consu­
mers may look for "seals" that indicate 
approval as substitutes for information about 
product quality or certain aspects of quality 
such as safety. Examples include Under­
writers Laboratories, Good Housekeeping, 
Parents ' Magazine, and the American Gas 
Association seals of approval. 

The evidence. Laric and Sarel (1981) found 
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LINE. The 1 le. Many a 
ances and other durables are arketed i 
product lines. The bottom oft e line is u ually 
a basic or "no frills" model. ~·th each st pup 
the line, more features are ad ed and th price 
increases. Consumers may as ume that t e 
top-of-the-line model not only has more f a­
tures but also is of higher qu lity. 

The evidence. Morris' (1971 ) research ndi­
cated that with big jumps up he produc line, 
product quality did imp·rove. 
sumers who purchase top-of-t 
may pay for features they do 
need. 

Learning activities. Have s udents sel 
two or three products, such a major ap 
ances or electronic equipmen , that are 
keted in product lines. For ea h manufa urer, 
the students compare the Co sumer Rep rts' 
product ratings, prices, and ~ atures of odels 
at the top and bottom of the p oduct line If, 
for example, students chose s ereo recei ers, 
they would first list all brand included n a 
product test. Next, they deci e where ea h 
model of those brands fits wi hin a prod ct 
line, based on the features av ilable. Fi ally, 
they compare the quality ran ing of eac 
model with the ranking of ot er models n that 
product line. A follow-up disc ssion mig t 
focus on the prices and whet r the addi ional 
features usually found on pro ucts neare the 
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top of the line w rrant the PRICE 
highe prices. 

$210 I• 

PRIC INDIC TES $200 
QUA ITY. The le. The $190 
mark ting and c nsumer 

$180 •H 
econo ics literat re has 
given uch atte tion to $170 
consu ers' use o the rule $160 
that p ice indica es quality. 

$150 The evidence. esearch 
has s wn that c nsumers $140 
do bel eve there i a posi- $130 (X)= on sale 
tive r lationship 

D• 
etween 

price nd quality Rao and 
Monr e (1988) su gest that 
no vic or unfami iar buyers 
mayn t be the o ly con-
sume to use th price-
qualit rule. Whi e the 
no vic buyer rna use the 
rule a a substitu e for 
infor ation abou quality, 
know! dgeable c nsumers 
mayu e it becau e they 
have i formation or experi-
ence t at leads t em to 
believ that, for orne prod­
uct cl sses, price are reli­
able p edictors o product 
qualit . 

Sev ral studie have 
demo strated a p or 
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price- uality co elation, 
howe r; some st dies have 

FIGURE 3. PRICE AND QUALITY IN A lOCAl MARKET: PERSONAl STEREOS 

even i entified n gative re-
lation hips-high r prices associated with 
lower uality. [S e Geistfeld (1988) for are­

the price quality literature.] Research­
e also bee unsuccessful in identifying 

factor that shoul lead to stronger price-qual­
ity rei tionships. ne might expect stronger 
price- quality rel tionships among frequently 
purch sed items, ince consumers should be 
better ·udges oft e value of those items than 
of ite s bought r rely. However, the price­
qualit relations ips of frequently purchased 
items n Gerstner s (1985) research were weak­
er tha those of in requently purchased items. 
Curry nd Riesz ( 988) suggested that price­
qualit relations ips should be fairly weak for 
relati ely new pr ducts but improve over time 
as con umers lea; more about how to judge 
the pr ducts' val e. However, in the Curry­
Riesz esearch pr ce-quality relationships in 
65% o the cases eakened over the 20 year 
period studied. While it seems logical to 
assum that consJmers may be better judges 
of the alue of hil her-priced items, research by 
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Bodell et al. (1986) did not support that 
assumption. 

Learning activities. Have students identify 
products of interest to them that are either 
quality constant or that have been rated 
recently by Consumer Reports. Examples of 
quality-constant products include flour, sugar, 
five-grain regular aspirin tablets, and unlead­
ed regular gasoline. Some electronic equip­
ment, or at least a subset of some models of 
electronic equipment, might also be considered 
quality constant. For example, in Consumer 
Reports' recent ratings of single-play CD 
players, the quality scores of 12 models were 
within eight points; Consumer Reports consid­
ers an eight-point difference insignificant. 
Eight models of stereo receivers had scores 
considered similar, as did 11 models of video 
cassette recorders. 

Once the products have been chosen, stu­
dents then identify all sellers of the selected 
products in the local community or in a subset 
of the community. They could then work in 
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groups to collect price data on all available 
items of the selected products at the sellers 
identified. 

One way of presenting the data visually to 
show the price-quality relationship is to con­
struct a perfect information frontier. The fron­
tier is a graphical representation of the prices 
at which the various quality levels of an indi­
vidual product sold in a given market. 

Consider Figure 1, which represents a hypo­
thetical case of six varieties (A through F) of a 
product are sold in a market. A variety is a 
specific brand/model combination, i.e., Brand 
X, Model123. In this example, all varieties 
are the same level of quality. Some varieties 
are sold by more than one seller in the mar­
ket. Price is measured on the vertical axis and 
ranges from $.95 to $1.50. 

In this example, the perfect information 
frontier is the single point C. If consumers had 
perfect information, they would all buy 
Variety Cat $.95, since quality is the same for 
all choices and $.95 is the lowest price. 

Figure 2 represents an example in which 
quality (measured on the horizontal axis) 
varies. Variety A is lowest in quality while 
Variety Cis the highest. Each variety is sold 
by three sellers in the local market, indicated 
by the three dots next to letters A, B, and C. 

Price is shown on the vertical axis. In this 
example, each of the three stores sells the 
highest quality variety (C) of the product at 
$25. Similarly, each of the two lower quality 
varieties is sold at the same lower price by 
each of the sellers. 

The market illustrated in Figure 2 is infor­
mationally perfect since price and quality are 
perfectly correlated; each increase in price is 
accompanied by a corresponding increase in 
quality. Additionally, since a single price is 
charged by all sellers for the same quality, all 
prices lie on the perfect information 
frontier (line ABC). In this example, the 
perfect information frontier is the positively 
sloped line segment connecting the points rep­
resenting the lowest price charged in a mar­
ket for each level of quality. Obviously, in such 
a market, there are no payoffs to consumers 
who search, since each seller charges the same 
price for a given quality level. The consumer's 
only decision is whether a higher quality prod­
uct merits the additional cost. 

In an informationally imperfect market, 
however, price and quality are not perfectly 
correlated; higher prices do not necessarily 
indicate higher quality. Different prices are 
charged for products of the same quality. 
Figure 3 illustrates an informationally imper­
fect market. 
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Figure 3 presents prices col ected for 1 
varieties (A through J) of per onal stere s at 7 
different retailers in a local ~arket. Qua ity is 
measured on the horizontal a is accordin · to 
the quality scores assigned to each varie y by 
Cons~~mer Reports in the pro uct tests. he 
perfect information frontier is line JFE In 
this example, many prices ar above the fron­
tier. 

These data can be used in s vera! way to 
illustrate the payoffs for not r lying on p ice 
as an indicator of quality for is produc . For 
example: 

1. Variety I, at $210, is app oximately he 
same quality as Variety J at 45, a price dif­
ference of $165. 

2. Variety H at $180 is app oximately 
same quality as Variety Gat 60, a pric 
ference of $120. 

3. A consumer could pay $1 9 for Vari 
or obtain the same quality by purchasin 
Variety A-at either $110 or 79. The co -
sumer who finds Variety A at $79 would 
obtain the same quality at les than half 
price of Variety B. 

4. Variety F could be purch sed for $8 
three retailers or at a sale pri e of $59 
(indicated by "(X)" in Figure ) from a f 
retailer. 

Additional discussion migh focus on r asons 
why there are prices above t e perfect i for­
mation frontier. For example one expla ation 
might be that the seller's ser ices and so e 
important product characteri tics are no cap­
tured in the quality measures. Another xpla­
nation is consumer ignorance. [See Cude (1985) 
and Maynes (1976) for additio al sugges ions 
for discussion as well as guid uct 
selection and construction of 
tion frontier.] 

RULES OF THUMB ABOU PRICE 

The consumer education lit rature [se , for 
example, Lee and Zelenak (1 82); and 'sh, 
Steeley, and Tritten (1978)] ofi ers numer us 
rules that consumers might s bstitute fo 
information about the relativ price of a rod­
uct. Examples include rules r lating gre ter 
convenience to higher price a d those ad ocat­
ing sales purchases. Howeve , consumer edu­
cators have given the greate t attention to one 
rule-larger sizes are better uys. 

LARGER SIZES ARE BE TER BU S. 
The rule. The larger size rule is general y 
used as a substitute for infor ation abo the 
unit prices of packaged goods The cons er 
simply assumes that one oft e larger si es of 
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a pro uct will be less expensive than one of 
the s aller sizes and avoids the time-inten­
sive t sk of com aring (and in some cases cal­
culati g) the uni prices. 

Th evidence. n studies by Granger and 
Billso (1972) an Nason and Bitta (1983), 
appr ximately 8 % of consumers believed 
that maller siz s were more expensive per 
unit t an larger izes. However, much 
resea ch has de onstrated that the larger size 
rule i frequent! invalid. Widrick (1979a, 
1979 , Walker a d Cude (1984), and Nason 
and itta (1983) ll identified instances in 
whic quantity s rcharges existed; the price 
of a l rger size o a brand actually was higher 
per u it than th t of a smaller size. The 
resea chers iden ified incidences of quantity 
surch rges of ab ut 18%, 25%, and nearly 
30%. enerally, urcharges occurred more 
often hen num rous brand sizes were offered 
and n n-integer ackage size comparisons (a 7 
and a 10 ounce c mparison, for example) were 
requi ed. Also, lrsonal care products had a 
lowe incidence f surcharges than food and 
laund y product (Walker & Cude 1984; 
Widr ck 1979a; idrick 1979b). 

Ho ever, Cud and Walker (1984) demon­
strat d that usi the larger size rule even 
when quantity s rcharges exist may not mean 
highe moneta costs for consumers. 
Quan ity discou ts occurred more commonly 
than uantity su charges and were larger in 
amou t. For eac of the products investigated 
exce one, cons mers could expect that the 
total osts after epeated purchases of a larger 
size ould be lo er than if two or more small­
er siz s had bee chosen, even if some quanti­
ty su charges w re present. The exception 
was c nned tuna fish; purchasing the larger 
size r peatedly ould mean higher total costs 
than · two or m re smaller sizes were select­
ed. C de and Wa ker concluded that when 
both he time sa ings from use of the rule and 
the lo likelihoo of a monetary loss are con­
sider d, use oft e larger size rule may be a 
good hoice. 

Le ing activ ·ties. Have students select 
pack ed goods or price comparisons. Prod­
ucts f equently i entified as having quantity 
surch rges in re earch studies include canned 
tuna ish, laundr detergent, and canned pork 
and b ans. Assi n each group of students to a 
prod t and/or a upermarket. Students collect 
infor ation abo t all brands, sizes, and prices 
of th assigned p oduct available in each store. 

he data ar collected, students then cal­
the unit p ice of each size for compari­

son t the other izes available. Students need 
to de "ne what t ey consider to be a "larger 
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size" of each product. The data could also be 
used to discuss the difference in the amount of 
time needed to use the larger size rule versus 
unit pricing. [See Cude and Walker (1985) for 
additional activity suggestions.] 

FINAL SUGGESTIONS FOR TEACHERS 

To introduce a unit about the use of rules of 
thumb in decision making and to stimulate 
interest, several activities might be used. For 
example, one activity could ask students to 
individually or as a group list all of the rules 
of thumb they use in purchase decisions. The 
list will very likely include a wide variety of 
rules. Students might next discuss why they 
believe those rules to be valid and situations 
in which they are most likely to use each rule. 
They could also survey other students and 
adults about the rules of thumb they use in 
purchase decisions and why they believe those 
rules are valid. 

Students may also need greater knowledge 
about marketplace conditions and economic 
factors before undertaking some of the sug­
gested projects. Such information may help 
students to decide which rules may be valid 
substitutes for information and under what 
conditions. For example, knowing the factors 
that explain why different sizes of a brand are 
priced differently can help students judge 
when the larger size rule is likely to be appro­
priate. Thus, an interview with a local retailer 
about how pricing decisions are made could be 
a good introductory or supplemental activity 
for the unit. 

Two other factors are essential for an effec­
tive educational program on decision rules. 
One is to avoid the assumption that because 
the rules are "common sense," all consumers 
know how to implement them. Students may 
need to be taught how to recognize and effec­
tively use the rules that have demonstrated 
validity. 

The second important factor is that time 
costs are a primary influence in the consumer's 
decision to substitute a rule for information 
search. If use of a rule is presented as an 
involved, time-consuming process, students 
will be less likely to apply that rule. Similar­
ly, if consumers who use rules are universally 
labeled as ineffective consumers, students 
may be dissuaded from learning potentially 
useful rules. 

In summary, a discussion of the use of rules 
of thumb must be included in any unit on com­
parison shopping if that unit is to reflect actu­
al consumer practices. Rather than ignoring 
rules as conventional wisdom, consumer edu-
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cators can teach which rules are valid and how 
best to apply them. Shaklee and Fischoff 
(1982) suggest that consumers often are not 
inclined to look for evidence that a rule they 
may use frequently is invalid. Thus, educators 
can and should help students to recognize the 
rules they use and encourage them to question 
whether their use of a rule is based on knowl­
edge or is merely habit. 
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EDUCATION 

E 
arly in 1983 when the consum r 
movement was reeling from o e 
setback after another, there s 
nevertheless a substantial am unt 
of support for consumer educa ion 

in this country, coming sometimes om 
surprising quarters. For example, 
President Ronald Reagan proclaim d 
that "consumer and economic educ 
can contribute immeasurably to ou 
competence as consumers and citiz 
It should be started in the schools a 
earliest possible time." (Knauer, 19 3) 
Others also demonstrated their sup ort 
for consumer education. In the wor s of 
an enthusiastic practitioner, "It's e cit­
ing, it's interesting, it's needed, it's ele­
vant, and I might add that the gen ral 
public has an overwhelming desire or 
it."(Zelenak, 1983, p. 84) 

More recently during the three-h ur 
TV special shown this year during 
National Consumers Week on CNB 
cable, one person after another told host 
David Horowitz how important co -
sumer education is to consumer sur 
vi val. Some of the endorsements, 
undoubtedly, were made with the 
potential if not the actual accompli h­
ments of consumer education in mi d, 
but just as education is sometimes 
viewed as a vehicle for freeing and 
enlightening whole populations, so on­
sumer education is seen as having e 
potential for improving the quality of 
people's lives 

Why is consumer education so w dely 
endorsed? What are its strengths, i s 
benefits? One way of answering th 
question is to see what researchers 
have written about the topic. Unfo 
nately, the specific subject of bene s 
has rarely been explored, although 
some researchers have written on t e 
effectiveness of consumer educatio . 

T e results of these investigations, 
ho ever, have been mixed. On the one 
han , Langrehr and Mason (1977), in a 
rev ew of scholarship, cited research 
sho ing that students who took a con­
su er education course did not increase 
the r knowledge. But a later study by 
Blo m and Ford (1979) reported that 
stu ents who viewed a consumer educa­
tio TV program showed increased 
kno ledge levels and information-seek­
ing behavior. And in subsequent 
res arch, Langrehr found that students 
wh took consumer education could 
"si nificantly increase their consumer 
eco omic competency."(1979, p. 47). A 
fac or contributing to these conflicting 
res lts may be the difficulty of finding 
app opriate evaluative measures. And, 
of c urse, none of the research was 
exc usively concerned with determin­
ing benefits. 

n alternative approach to discover­
ing he benefits of consumer education is 
fin ing out what consumer education 
pro essionals think about it. What are 
the r ideas and impressions. To deter­
mi e these opinions, an open-ended sur­
ve was devised at the Michigan 
Co sumer Education Center. In early 
199 it was sent to a select group of con­
su er education leaders across the 
nat on, persons with distinction in either 
aca ernie or applied specializations. 
Inc uded were authors of consumer edu­
cat on textbooks, administrators of gov­
ern ent consumer affairs programs, 
cor,orate executives responsible for 
con umer education, and elementary 
an secondary teachers recognized for 
de eloping outstanding programs. 

I all, 18 experts on consumer educa­
tio responded. Although the sample is 
not large, it represents the opinions of 
ack owledged experts in the field. The 
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survey consisted of essay questions that 
sought to identify the benefits of con­
sumer education manifested in a vari­
ety of settings and affecting both indi­
viduals and society. Respondents were 
also asked to distinguish between con­
sumer education and information, and 
to describe the costs as well as the ben­
efits occasioned by consumer education. 
The following paper is in part a sum­
mary and consolidation of the survey 
responses, but, of course, responsibility 
for the text belongs solely to the author. 

Before proceeding, a definitional 
issue needs to be addressed. In any dis­
cussion of consumer education, it's help­
ful to indicate who is doing the educat­
ing or by what means the students are 
becoming educated? In this paper con­
sumer education refers to activities 
practiced not only in classrooms, but 
also in the community, through the 
media, and via government and indus­
try information and programs. 

GAINS FOR INDIVIDUALS. 
One way of categorizing benefits is to 
ask who is benefited. First of all, 
individuals who learn the lessons of 
consumer education can look forward to 
a number of benefits: 

1. Consumer education encourages 
critical thinking that helps the con­
sumer function more efficiently in the 
marketplace. It teaches a person to 
question time-honored precepts such as 
"getting what you pay for," which con­
sumer research has proven wrong 
(Riesz, 1979). The problem-solving 
skills required to see through advertis­
ing, hearsay and clever brand names 
lead to a healthy skepticism and an 
understanding of the difference between 
appearance and reality. Thus, the choic­
es an educated consumer makes will be 
preceded by questioning, analysis and a 
search for alternatives. 

2. Consumer education provides con­
sumer life skills that contribute to suc­
cess in everyday living. One of the com­
petencies learned is the careful use of 
scarce resources with a focus on 
informed rather than haphazard pur­
chasing. Consumers who start the buy­
ing process by distinguishing between 
needs and wants, and who proceed to 
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take advantage of shopping tips, prod­
uct and service evaluations, and other 
relevant consumer information will 
save money. Research by Cude (1987) 
shows that informed buying decisions 
can bring about dramatic gains for con­
sumers, especially with low-cost, repet­
itive purchases. 

Another life skill is the proficiency 
with which financial resources are man­
aged. Concerns such as budgeting, sav­
ing, investing and credit are important 
to all consumers, but especially to 
young persons who are the most inex­
perienced buyers. Twenty years ago, 
Robert Herrmann (1970), describing 
consumer behavior in young adults 
aged 18 to 24, noted that they were ill­
prepared to assume adult money man­
agement roles, not well informed about 
consumer credit, and badly in need of 
guidance in managing their finances. 
Would anyone argue that today's youth 
don't have similar needs? For example, 
when education officials in North 
Carolina saw a rise in high school drop­
out rates, they traced it to former stu­
dents working full time to pay for their 
first car. The need for usable informa­
tion-in this case, a lesson on the cost of 
installment credit for autos-could be 
met by training in consumer life skills 
that are practical, relevant and have a 
short-term payoff. 

3. Consumer education leads to self­
confidence and independence. Knowing 
how to cope with a complex, technical 
marketplace gives consumers the feel­
ing that they're in control. Moreover, 
when consumers believe that their 
financial resources are being well-man­
aged through their own efforts, they 
feel more competent to participate fully 
in the marketplace. This is especially 
valuable to young people learning to 
become buyers. Likewise, an aware­
ness of consumer rights and a familiari­
ty with basic consumer laws can instill 
confidence in a buyer who is attempting 
to obtain redress. Consumer education 
is a tool for empowerment. 

4. Consumer education fosters solid 
values. Although some may think that 
consumer education is just a matter of 
teaching students how to get the most 
for their money, reality is quite differ-
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ent. For one thing, the scope of cons -
mer education has broadened well 
beyond the concerns of buymanship o 
include instruction in consumer righ s 
and responsibilities, participation i9 
the economic and political systems, and 
the costs and benefits of consumer d . ci­
sions. 

Then too, one of consumer educati n's 
principal admonitions is that becaus 
resources are finite, wisdom dictate 
their careful use. Furthermore, cons~'der 
the values implicit in the following on­
sumer education topics: Distinguishi g 
between needs and wants (self-awarr­
ness), paying one's bills (responsibilijty), 
saving one's money (fmgality), choos­
ing best buys (prudence), budgeting 
one's money (purposefulness), etc. 
Although the list of values emphasi ed 
by consumer education would not 
include every virtue, those it does 
endorse are commendable. 

5. Consumer education improves t e 
quality of life. Although the time gi en 
over to one's role as a consumer does not 
account for all of life, it's a major pa of 
it. Energy and thought as well as 
money are expended in exercising t at 
function. Thus, when consumer educJ­
tion students are taught to make de i­
sions that save money or other finan ial 
resources, they are improving their1ot. 
This becomes apparent when viewe 
over time. Beyond that, however, ar 
considerations of health and safety. 
Being an informed buyer of food me ns 
understanding not only prices but n~tri­
tion and health. Being an informed apto 
buyer means considering not only st"ck­
er prices but safety features. The de · ee 
to which educated consumers choose 
safe and healthful products rather ttn 
dubious ones will also measure adva ce­
ments in the quality of life. 

BENEFITS TO SOCIETY 
One interpretation of the societal be e­
fits resulting from consumer educati n 
depends on the perception that as mt

1 

re 
and more individual consumers exp ri­
ence such benefits, society will also ain 
from their collective improvement. An 
alternative view holds that individ la1s 
may not be able to perceive the sm 1 
cumulative benefits derived from 
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incr ased knowledge. However, these 
ben 1ts are important from a societal 

ective. If consumer marketing per­
nee is improved, gross national 
action will be improved and the 
ive economic effects of inefficient 
neducated consumption will 

deer asel. 
Si ce both views acknowledge soci­

ains from consumer education, it's 
priate to list the benefits that 

ace e to society from a nation of know­
ledg able consumers who have the 
skill and information to use the market 
tot eir collective advantage. 

F r one thing, consumer education 
cont ibutes to more active, better 
info med citizens who are able to make 
thei voices heard in public policy 
deb tes. A large body of skilled, well­
info med, empowered consumer-citi­
zens similar to the public citizen con­
ceiv d of by Ralph Nader, could urge 
gre er recognition of the consumer 
poin of view from government at all 
!eve s. In short, widespread consumer 
edu ation may be a tonic for the kind of 
pub · c apathy that often results in vic­
timi ation. 

A other effect of consumer education 
on s ciety can be seen when there is 
une ual distribution of goods and ser­
vice in the economy. The disadvan­
tag d segments of society will feel 
frus ration in their consumer role. The 
per ption that the system has repeat­
ed! taken advantage of them causes 
smo dering resentment that can turn to 
soci l alienation. When entire seg-
me s of the population are affected, 
soci tal tension increases. Insofar as 
con umer education is a preventive 
me ure that does not merely postpone 
soci I turmoil, but changes conditions 
so t ere is a more equal balance 
bet een producers and consumers, it 
min mizes social ferment. If students of 
con umer education can be taught to 
rna e the marketplace work in their 
fav r, social disturbances ranging from 
fam ly instability to bankruptcy can be 
mit" ated. 

A ong this line, there is evidence 
sho ing that consumer education pro­

s have the "potential for increas­
ing ociety's satisfaction with the pre-



sent economic system." (Langrehr, 979, 
p. 50) In a study comparing the atti 
tudes of high school students to war 
business, those who took consumer du­
cation developed more favorable at i­
tudes than did students who comple ed 
a course in principles of economics. 
Insofar as consumer education help 
people use the marketplace to satis y 
their needs, the study concluded, th ir 
satisfaction will carry over to their 
feelings about the economic system 

BENEFITS TO BUSINESS. 
For many years corporations have ec­
ognized the advantages of dealing ith 
well-informed customers. The sloga 
"An educated consumer is our best s­
tomer" has been around for a long t me. 
More recently, business itself has t en 
steps to educate consumers. Corpor te 
participation in a wide spectrum of on­
sumer education projects is probabl at 
an all-time high. For example, Avo 
Corporation and Household Interna 
tional continue to support the publi a­
tion of high quality consumer info a­
tion that meets SOCAP guidelines or 
objectivity. Likewise, the establish 
ment of a one million dollar Credit 
Education Fund underwritten by Pi 
and managed by the National Coal" ion 
For Consumer Education is a notab e 
commitment. 

In considering the benefits to bus -
ness from consumer education, two er­
spectives must be taken into accou -
benefits that come from dealing wit an 
educated consumer and benefits tha 
occur when a corporation uses its re 
sources to initiate an aggressive co -
sumer education program. 

Regarding the first, retail establi h­
ments welcome an informed consu er 
in the expectation that such a buye 
will become a satisfied customer. T 
business, the advantages of custom r 
satisfaction are manifold. For one 
thing, satisfied customers tell their 
friends and acquaintances; this wor -of­
mouth publicity has great value for the 
corporation, but costs nothing. The too, 
satisfied customers have more confi 
dence in the manufacturer and selle , 
thereby increasing customer loyalt . 
They become repeat customers. Fi ally, 
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con umers who make good use of prod­
uct valuations before thE:y buy will 
hav more realistic expectations ofthe 
prot uct. It's likely that they'll be satis­
fied with their choice. Fewer consumer 
pro lems or complaints arise when cus­
to rs are satisfied, and the company 
liab lity is lessened along with its obli­
gat"on to provide service. 

A second type of benefit is possible 
wh n a company spends money to initi­
ate onsumer education programs. 
Typ·cally, the hard question that top 
rna agement asks is whether sponsor­
shi of educational materials and pro­
ject will make a contribution to corpo­
rat profitability. 

A though research in this area is 
slig t, the experience of the Coca-Cola 
co pany suggests a positive answer. In 
the~early 1980s, the corporation devel­
ope a booklet called "How To Talk To 
A ompany and Get Action," which it 
lau ched with a massive publicity cam­
pai n. The response was surprising; 
wel over 120,000 copies were requested 
by onsumers. The key question, how­
eve , was whether the booklet's popu­
lari y could increase sales figures. A 
stu y was commissioned from TARP 
(Te hnical Assistance Research Pro­
gra s Inc.) which found that 15% of the 
boo let's recipients said they intended 
to i ' crease their purchases of Coca-Cola 
pro ucts, a significant jump from a 
rna keting standpoint. The corporation 
con idered the consumer education 
exp nditures justified by the result. 
Ace rding to a Coke official, "Consumer 
edu ation is not just a corporate nicety 
but an inexpensive and effective way to 
buil customer brand loyalty." (Nunley, 
198 ' p. 22) 

S nee the capacity to affect the corpo­
rat bottom line is so vital, this advan­
tag should be noted. In the past, corpo­
rat consumer affairs directors, when 
ask d to justify their activities, had to 
fall ack on the truism that consumer 
edu ation improves the company's 
ima e. Now they cite the Coke study. 
Fu her research, however, is much 
nee ed, for as TARP's John Goodman 
obs rves, "The cost to the company of 
une ucated customers has not been 
est blished." (1984, p. 20) 
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FINAL CONSIDERATIONS. 
Although the framework by which con­
sumer education benefits are classified 
according to their effect on individuals, 
society or business may be useful in 
bringing order to an elusive topic, it 
misses some considerations that don't 
fit into the pattern. 

A case in point is the skill of 
improved information processing that 
helps consumers evaluate the volumes 
of information facing them. In a time 
when consumer information is more 
technical and more demanding as well 
as more prevalent and more necessary 
for wise decision making, consumers 
need to know how to make evaluative 
distinctions between the significant and 
the irrelevant. Without this assistance, 
individuals can easily be overwhelmed 
by too much consumer information and 
react to their peril by disregarding all 
of it or by developing information anxi­
ety, defined by R. S. Wurman as the 
gap between what we understand and 
what we think we should understand. 
Improved information processing, a 
goal of consumer education, can keep 
information from getting the upper 
hand. 

Finally, if all the consumer education 
benefits considered in this paper pre­
vailed absolutely, creating a society 
where rational consumption dominated 
and relevant consumer information lay 
at hand, there would still be one advan­
tage that has not yet been touched 
upon-the pleasure people take in 
becoming educated consumers. When 
consumer education helps people ferret 
out a bargain, avoid a costly misstep, 
or select an expensive product that's 
cheaper in the long run; when people 
stand up for their consumer rights 
because they know those rights; when 
consumers benefit from managing their 
money or planning for their future, they 
experience a definite exhilaration simi­
lar to the delight felt by game players 
who pull off a good move. Part ofthis 
may be explained by the satisfaction 
consumers feel in controlling their own 
economic destiny, in knowing how to 
make the system work to their advan­
tage. But from whatever cause, the fun 
of being an educated consumer, though 
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undocumented by research, must be 
included among of the benefits of con­
sumer education. 
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CONSUMER JUDGING CO TESTS 
TEACH DECISION MAK NG 

T
oday's children and teenagers 
have more money to spend, more 
financial responsibilities and 
more influence on family pur­
chases than did children in the 

past (Stipp, 1988). Approximately half 
of all teenage girls purchase groceries 
weekly for their families (Graham, 
1988). In addition, children directly 
influence the spending behavior of their 
parents (McNeal, 1987). Teenagers have 
a tremendous amount of influence on 
family purchases such as breakfast 
cereals, VCRs, TVs, computers, boats 
and houses (Graham, 1988; Thrner, 
1988). 

Childhood is a time when much con­
sumer learning takes place (Moschis, 
Prahasto, & Mitchell, 1985; Berey & 
Pollay, 1968). Attention should be given 
to educating youth to be more effective 
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consumers, since experiences during 
childhood influence adult consumer 
behavior. 

Marketers realize the increased I ur­
chasing power of youth, and target 
many advertisements to this mark t 
segment (Thrner, 1988). However, il­
dren may not have the knowledge r 
experience to distinguish informati e 
advertisements from misleading o es. 
Children and teens may also be in u­
enced by certain appeals used by a1.' ver­
tisers. Youth typically do not engafe in 
comparison shopping and tend to b~y 
brand name items (McNeal, 1987). A. 
challenge exists for parents, teachts 
and other educators to increase the 
knowledge, skills and abilities of y ung 
consumers. To meet this specific c~rl­
lenge, the Georgia Cooperative E1Len­
sion Service conducts a yearly con 
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su er education competition called 
"C nsumer Judging" that focuses on 
de "sian-making skills. 

CONSUMER JUDGING CONTEST 

sing hypothetical situations, Consu­
me Judging teaches 4-H'ers how to 
ev luate goods and services to meet the 
ne ds and wants of different consumers. 
Th project has four specific objectives 
to elp teenagers (1) make knowledge­
abl , rational decisions when purchas­
in goods and services; (2) select, use, 
rna ntain and dispose of goods and ser­
vic s in ways that maximize their 
res urces; (3) obtain goods and services 
to eet needs and reflect lifestyles, per­
~o al values and goals, and; (4) act as 
re onsible consumer-citizens with an 
un erstanding of the rights and respon-



sibilities of consumers, businesses a d 
government (Blackburn & Hall, 19 8). 

County Extension agents train a 
4-H'ers interested in the Consumer 
Judging contest. Consumer educati n 
lessons and a training packet are p -
pared by Extension specialists. Les ons 
focus on how to become a rational c n­
sumer, analyze advertisements, rna e 
informed purchasing decisions and 
resolve consumer complaints. Speci i­
cally, the lessons help 4-H'ers beco e 
aware of factors that affect consum r 
decisions such as tastes, preference and 
characteristics of a product or servi e. 
Students learn to make informed p -
chase decisions based on individual 
needs and preferences. Students als 
learn to recognize various types of 
advertising and ways advertiseme ts 
influence consumer behavior. They 
learn how to resolve consumer prob 
lems by writing effective complain let­
ters and by complaining in person. 
Training packets contain subject m tter 
information on products to be judge . 

Area contests are conducted by st te 
specialists of the Georgia Cooperati e 
Extension Service. County agents, ro­
gram assistants and volunteers fro the 
Society of Consumer Affairs Profes­
sionals (SOCAP) provide assistance by 
supervising various aspects of the c -
test. The contest is funded by donati ns 
from local businesses and profession 1 
consumer organizations. Money is u ed 
to purchase items to be judged and 
prizes for the winners. Several cont sts 
are conducted in shopping malls and are 
highly visible to the public. The cont st 
also is publicized by newspapers an 
radio stations throughout the state. 

County teams compete against on 
another within the same geographi al 
area. Each county can have 10 junio 
and 10 senior team members partici 
pate in an area contest with each wi -
ning member receiving a certificate 
and prize. The top two senior teams in 
each area compete in the State 4-H 
Consumer Judging contest. Prizes a e 
awarded to each member ofthe stat 
winning team. 

Area contest participants judge fi e 
different classes of items with each 
class containing four different brand or 
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stylFs of the same good or service. 
Examples of items students judge 
include food items (cereal, pizza, salad 
bar , etc.), financial services, small 
app iances, insurance, sports equip­
ment, health services, travel services, 
cal'l1eras and videotapes. Within each 
clas~ , participants must select the best 
pro~uct or service, given a particular 
situ tion. Items and situations vary 
frolf year to year. The situation 
desaribes a consumer's needs and wants 
alo~g with other factors that may affect 
the choice, such as available resources 
(ti e and money), length of use and fea­
tur~s desired. Situations require partic­
ipants to weigh many characteristics of 
the products or services. The following 
is a , example of a hypothetical situa­
tion used in the contest. 

SI ~UATION . Yvette is a recent col­
legf1 graduate and has been hired to be 
an ~xtension agent. She will travel at 
nig~t to do programs and wants to 
avo~d carrying cash, so she decides to 
get 11 credit card. She also feels that 
usi lg a credit card to make purchases 
will help her keep track of her spend­
ing. She will pay the balance in full 
eac month. Which credit card should 
Yvepte choose? 

C<ilntest participants are given four 
cre~it card choices. Each choice pro­
vides information on the credit limit, 
ann al percentage rate (APR), grace 
peri d, annual fee, and other fees and 
discbunts. Given a situation, the 4-H'ers 
exarrine and compare each of the choic­
es a~d decide which is the first choice 
for at consumer. They then rank the 
oth items second, third and fourth 
bas~d on how well they meet the con­
sum r's needs and wants. The 4-H'ers 
follo this procedure for each of the five 
clas~es. They are given a total of six 
mimhtes to judge each class. 

I 

After judging all the classes, 4-H'ers 
are f iven 10 minutes to prepare oral 
presentations telling why they ranked 
the 'terns the way they did. Giving rea­
sons requires participants to explain 
whyl one item is better than the other 
for t e consumer in the situation. Rea­
sons should be accurate, clear, concise 
and resented in an organized manner. 
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Senior 4-H'ers give reasons for two 
classes of products and junior 4-H' ers 
give reasons for one. Each participant 
has a two-minute time limit to present 
reasons for each class. 

The Consumer Judging contest is one 
of many judging contests the Georgia 
Cooperative Extension Service imple­
ments with 4-H'ers annually. Approx­
imately 1,000 students participated in 
consumer judging contests in 1989, 
exceeding all other judging contests 
last year. Evaluations of the contest 
demonstrate that participants feel the 
contest is educational and worthwhile. 
It is evident, from the high contest 
scores, that contestants learned to make 
wise consumer decisions. Comments of 
participants and Extension agents indi­
cate that many of the youth involved 
have become more efficient consumers. 
The following quotes by participants 
demonstrate that the contest has made 
a difference. 

"Consumer judging has helped me to 
look out for bargains and to cut down 
on spending." 

"Before I just looked at the style and 
bought it. But now I look at how much 
I'll get out of it." 

"Now I check things out before I buy 
them. I read about it and look at it 
more carefully." 

Even County Agents learn from the 
contest as evidence by the following 
quote: 

"My biggest eye-opener was the 
savings accounts category. I had 
always gone where my family banked. 
As an adult, I had never shopped for 
savings accounts." 

This contest is unique to Georgia, 
but 11 other states (Kentucky,Florida, 
Virginia Idaho, Alabama, Kansas, 
Ohio, New Mexico, Wyoming, 
Pennsylvania, Texas) have similar 
contests. 

Training packets, lesson plans and 
additional information can be obtained 
by writing the authors: 

Cooperative Extension Service, 
Hoke Smith Annex, University of 
Georgia Athens, Georgia 30602. 
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FINANCIAL PLANNING SO ARE 

M 
any consumers are interested 
in receiving expert advice on 
financial planning issues and 
help in translating financial 
advice into appropriate finan­

cial practices. Consumers who own per­
sonal computers have access to varied 
financial management computer pro­
grams available for both Macintosh and 
IBM pc and compatible users. These 
programs are designed to help individu­
als make budgeting and investing deci­
sions, with some programs focusing on 
specific objectives and others taking an 
integrated approach to multiple finan­
cial decisionsl. 

Software packages, even though 
overlapping in certain respects, typi­
cally fit in one of five major categories: 
(a) financial planning and record keep­
ing, (b) tax planning and tax prepara­
tion, (c) investment analysis, (d) inte­
grated programs, and (e) data bases. 
Readers interested in an overview of 
software would find the article by 
Jordan Goodman and June Brevdy 
(Money, Nov. 1984, pp. 230-246) very 
useful. The article reviewed 25 top per­
sonal finance programs on the market, 
and even though the data is six years 
old, it provides a comprehensive 

ADVANCING THE CONSUMER INTEREST VOL2 NO.2 

review that includes complete inforra­
tion about purchasing programs an 
release updates. 

This review focuses on the new, com­
prehensive and multipurpose financlal 
planning software Wealth Builder, 
introduced by Money magazine inc 1-
laboration with Reality Technologi[ 
Inc. of Philadelphia. Wealth Builde is 
software that asks users who they a' e, 
how much they have, and what the 
want. Then it plans a personal financial 
strategy and recommends specific ~ 
mutual funds, stocks and bonds for ur­
chase. The program includes more t an 
600 pages of hypertext tutorials as 
well. A brief review appeared M on · y 
June 1989 issue, p. 4. 

This powerful analytical tool is, a 
complete financial planning system 
that enables users to take snapshot f 
their investment portfolio and net 
worth, review how their portfolio h s 
grown, and look into future to see if 
their goals are within reach. Wealt 
Builder takes into account the inves or's 
personal financial profile, objective 
and tolerance for risk, and automatiCal­
ly searches the best investment pro~uct 
available to fulfill the objectives. 

Wealth Builder can transfer data 
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two other top financial programs, 
And ew Tobias' Managing Your Money, 
and ntuit's Quicken. It runs on the 
IB -PC/XT/AT and PS/2 lines and 
nee s DOS 2.0 or higher, at least 512 K 
RA and a hard disk. An Apple 
Mac ntosh version requires a minimum 
of 5 2 K RAM and a hard disk, and is 
ava· able as of Sept 1990. A preview 
dis ($9.95) or full program ($249.95) 
can e ordered by calling 800-346-2024. 

T e program is easy to use and does 
not equire a deep understanding of 
fina ce or computers. Wealth Builder is 
desi ned to meet various financial plan­
nin needs associated with building 
we th: retirement, second home pur­
cha e, child's education fund, insurance 
nee s evaluation and analyzing liabili­
ties to lower expenses and improve sav­
ing . The program has specific modules 
in e ch of these areas into which the 
use enters personal data for analysis. 

0 ce the user's objectives are clearly 
defi ed and assets and liabilities ana­
lyz d, the program allows them to acti­
vat the asset allocation modules and 
pro uce a graph of the new mix of port­
foli assets that exactly match the 
des red risk and return. The asset allo­
cati n module u~:;es up to 60 years of his-



torical performance data on foreig 
stocks, bonds, commodities, inflati 
interest rates and economic growt to 
help design a personalized and div rsi­
fied investment approach. Informa ion 
on mutual funds includes quarterly one 
year, five year, and 10 year perfor­
mance, funds investment philosop 
and sales charges. The program 
employs "what if" analysis to allo 
the users to change any informatio , 
allowing them to see the immediat 
impact of variable factors on the fi an­
cia! situation. 

The investor's financial strategy · s 
fine-tuned through Wealth Builder' 
performance graphs that compare 
investor's plan to other approaches 
historical indices, such as the S&P 
and Dow Jones Industrial Average 
can also subscribe to Wealth Build r's 
update service, a quarterly disk th t 
contains the most current mutual f nd 
and economic performance data. It 
enables the investor to monitor the per­
formance of various asset categori s 
and measure the investor's portfoli per­
formance against them. 

Wealth Builder has all the desire 
characteristics of a good teaching t ol. 
It is comprehensive and sophistica d 
and yet easy to use. Educators inv lved 
in teaching college courses and dev lop­
ing Extension programs in financi 1 
planning areas will find this progr m 
very appropriate for many of their 
needs. Students also can use the pr -
gram to apply the financial planni g 
concepts to their own household fin nces 
and to develop financial strategies 
appropriate for their personal situa ion. 
Extension educators can use the pr -
gram to demonstrate various finan ial 
planning strategies suitable for eli ts 
with differing needs and resources. he 
program also is effective in demon rat­
ing how changes in the economic e 
ronment requires changes in asset 
cation for specific goals. 

TAHIRA K. HIRA 

Ph.D., CF P, PTofesso?· of Family Eco?w? ics 
& Management, College of Family & 

Consume?· Sciences, Iowa State UniveTsi 
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BOOK REVIEW 

CONSUMERS MAKE 
ECONOMIC DECISIONS 

Jo eph G. Bonnice 
an Rosella Bannister (1990). 
Co ~sumers Make Economic Decisions. 
(2 dedition). South-Western 
Pu lishing Co. 

his junior-high school textbook 
covers a wide spectrum of topics 
in its three sections. Section 1, 
Living In Today's World, gives a 
broad overview through chap-

tel on consumer decision making, the 
ec nomic system and factors affecting 
qu lity of life. Section 2, Managing 
Yo r Money, covers employment, bud­
ge ing, banking services, credit, 
in estments, insurance and taxes. 
Seqtion 3, Making Consumer Choices, 
includes chapters on comparison shop­
pinlg, food, clothing, transportation and 
ho~sing decisions. Section 4, taking 
actwn, emphasizes consumer rights 
an4 responsibilities. 

~
he book is attractive with many 

co r photos and abundant white space. 
Im ortant terms in the text are high­
lig~ted in blue. Discussion questions 
apnear in the margins throughout the 
ch~pters. Each of the four sections 
begins with a list of statements 
de~igned to challenge students' atti­
tu~es about the topics discussed in that 
secfion. Each chapter ends with a con­
su~er vocabulary exercise matching 
ter s and definitions, questions about 
the reading and suggested consumer 
act* ities. The activities are diverse, 
su as list-making, reading the news­
pa er for specific information and 
int~rviewing a parent or another 
ad lt. 

hapters in the first two sections 
em hasize vocabulary and are not 
esp cially oriented to a teen audience. 
Wi h the exception of Chapters 3 
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and 12, the content in Sections 1 and 2 
is at best uneven. Chapter 3, Consu­
mers and the Quality of Life, is well­
written and a nice addition to the book. 
The chapter discusses social and eco­
nomic trends such as two-earner house­
holds and the aging population as well 
as trends in American lifestyles and 
the impact of technology on consumers. 
Chapter 12, Taxes, provides a good 
overview and does an excellent job of 
linking services received to taxes paid. 

The emphasis in the other chapters 
often seems oddly misplaced. Chapter 
4, Obtaining Income, discusses only 
market conditions that affect income 
with no mention of the impact of 
employee characteristics. Nearly one­
quarter of the chapter is a list of types 
of retirement income. Chapter 6, 
Financial Services, gives scant atten­
tion to service charges and does not 
mention credit unions or savings and 
loan associations. Chapter 7, Credit, is 
a value-free discussion but never men­
tions annual percentage rate (APR). 
Chapter 10, Auto and Property 
Insurance, includes only a few sen­
tences about why young people pay 
higher auto insurance rates, but 
explains in detail the need to insure 
property at 80% of replacement value. 

In contrast to the first sections, chap­
ters 13 to 23 in Section 3 are broader in 
scope, more oriented to teens, and 
introduce issues or use a questioning 
approach rather than emphasizing def­
initions. For example, Chapter 15, 
Food, discusses caloric content and 
junk foods, mentions anorexia nervosa 
and bulima, and introduces the issue of 
world hunger. In addition, it provides 
practical advise about comparison 
shopping and the desire for conve­
nience as an influence on food habits. 

ADVANCING THE CONSUMER INTEREST VOL.2 N0.2 



Chapter 19, Housing, includes a sec­
tion on setting up a home study center. 
Chapter 18, Leisure-Time Activities, 
encourages students to critically eval­
uate their use of both time and money 
for leisure activities. The concluding 
chapters on consumer assertiveness, 
rights and responsibilities, consumer 
protection, and the consumer move­
ment are generally well written and 
give students a good overview of these 
issues. 

The student activity guide and the 
teacher's manual provide important 
supplementary materials. For each 
chapter, the student activity guide 
includes a set of attitude statements, 
10 true/false questions, and a vocabu­
lary exercise requiring students to 
write sentences using the identified 
words and activities. Many of the 
activities are similar to the ones sug­
gested in the textbook, while most sec­
tions also include activities requiring 
application of knowledge. The teach­
er's manual includes suggested audio 
visuals for each chapter as well as 
teaching suggestions, answers toques­
tions in the text and student activity 
guide, and transparency masters. 

The book is comprehensive and 
would be useful with a youth audience. 
Some of the information may need to 
be supplemented with discussion that 
makes it more interesting and rele­
vant, however. 

BREN DA C UDE 

Associate Professor and Extension Specialist, 

University of Illinois 

The intelligent buyer 
must always be 

at pains to distinguish 
the seller who wholly 

invents a value 
from the seller who only 

inflates it. 
DEXTER MASTERS 

The Intelligent Buyer's Guide to Sellers 
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THE BUSINE~~EV~ BUSINESS 
Horowitz, David and Dana Schilling, 
The Business of Business: 
How 100 Businesses Really Work, 
New York: Harper and Row, 

Publishers, 1989, 450 pgs., $10.95. 

T 
his book offers a synopsis of bu • i­
ness operations and practices of 
100 general types ofbusinessej 
that provide products and ser­
vices to consumers. A diversit 

of businesses are covered, such as 
department stores, banks, credit card 
issuers, real estate brokers, liquor 
stores, bars, furriers, hardware stores, 
auto repair services, hotels, cable T.V., 
movie theaters, sports teams, health 
care services, lawyers and financial 
services (and 84 general 
categories-obviously a fairly exhau -
tive listing). Each of the businesses iJ 
covered in three to four pages synops1

• s 
with some longer and others shorter. 
The book's premise is that knowing 
something about how these consume -
oriented businesses actually do busi­
ness will help consumers shop better 
and make better choices. The book 
helps us know how the system work , 
why businesses operate as they do, 
what typical business practices are, 
how prices are set, and what special 
problems confront some businesses 
(e.g., the problem with savings and 
loans). 

The book presents a variety of inter­
esting statistics on each business are~, 
such as how many businesses or estaf­
lishments operate in the United Stat,es, 
how many people are employed, and 
the business's income and profits. Mo t 
statistics are from the early to mid-
1980s and are dated, yet they still girve 
us a perspective on the size and 
breadth of each area. The book also 
includes "Retail Raps"- short, elemr n­
tary interpretations of what we should 
know about how to start a business, I 
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how t do elementary financial analy­
sis of business, and different types of 
retail tares and their marketing 
strate ies. These also include easy 
expla ations of some common financial 
conce ts like profitability (earnings per 
share price-earnings ratios, return on 

ent) and store inventory (stock 
ers, markups and markdowns). 
book also offers "Consumer 

Tips" familiar advice on varied sub­
jects anging from secret warranties of 
auto anufacturers and dealing with 
real e tate agents to the "grin test" for 
carpe quality and the expected payoffs 
on sl machines in Nevada (not very 
good) Even considering these occasion­
al tip , it should be emphasized that 
this i not a "consumer advice" book or 
a "bu manship" guide. Nevertheless, 
my p rspective is that this book does 
help s become more aware of our buy­
ing a d the occasional tips can be help­
ful to the less experienced consumer. 

At pica! review of a business gives 
a sho t history of how the business used 
to fu ction (perhaps a decade or more 
ago), allowed by some current business 
pract ces and other comments on how 
this usiness operates in the late 1980s. 
Thes are generally interesting, key 
facet of the businesses. People who are 
very nowledgeable on a wide range of 
busi esses will find much familiar 
mate ial, yet nearly everyone will 
lear something, and sometimes a lot. 
At t e very least you will be enter­
taine by the familiar Horowitz-wit 
and I mpoons of certain business prac­
tices (e.g., on investment banking: 
"Wh none investment banker 
desc ibes another as 'lacking in total 
gree ,' that is a deadly insult;" page 
34). he major limitation is that the 
nece sarily brief discussions of each 
busi ess may leave you wanting more 
dept . Unfortunately, there are no rec­
om ndations for further reading, 



although a list of trade associatio s and 
trade journals at the end of the bo k 
provides a starting place to seek ore 
information. 

What is the audience for this bo k? 
This is a trade book, written for g neral 
audiences. It could be of interest t 
some college student audiences (i lud­
ing faculty), but appears equally le­
vant to high school users. It could e 
useful for supplemental reading in high 
school or introductory college cour es in 
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consumer education, marketing educa­
tiqn, business education, economics edu­
cation and home economics education. 
Pnactitioners including consumer 
affairs professionals in business and 
ex~ension professionals would find this 
in~eresting and useful reading as well. 
T9us, the audience for this book is 
brf.ad, as was the intent of the authors. 
Tile superficiality in treatment of each 
bu~iness does limit the overall utility, 
pa~ticularly to business-wise readers, 
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but this is an unusual book with no real 
peers in recent publications. If you have 
an interest in learning how a wide 
range of consumer-oriented businesses 
operate, this book deserves a look. It is 
interesting, entertaining and factually 
informative. 

GEORGE B . SPR OLE S 

Profess01; School of Family & Consumer 

Resources, University of Arizona 

MO E A~TION FOR A CHANGE 
Griffin, Kelley (1987). 
[Ralph Nader Presents] 
More Action for a Change. 
New York: Dembner Books. $8.95 

P 
ublic Interest Research Gr ps, 
or PIRGs, are Nader-inspir d 
student organizations on co lege 
campuses that work towar 
social change. More Action or 

A Change chronicles the efforts an 
accomplishments of these groups. 

According to Griffin, PIRGs ha e a 
record of extraordinary and unque -
tioned success. The back cover alo e 
lists nine impressive accomplishm nts, 
including "shorter bank-clearing p oce­
dures in Missouri, improved energ 
conservation and antipollution reg la­
tions in Minnesota, the nation's fir t 
truth-in-testing law in New York, nd 
fairer beef-pricing and selling pra tices 
in California." The book is an enth si­
astic endorsement of PIRGs and hat 
they do. Griffin asserts that the P RGs' 
goals were correct and the accomp ish­
ments therefore praiseworthy. 

Based on this book, I cannot join 
Griffin's unwavering praise for PI Gs 
because she does not provide a bas s for 
an independent, balanced evaluati n of 
the operation or accomplishments 
described. 

I wonder, for example, whether 
ot~er lobbying forces can legitimately 
claim at least partial credit for some of 
th!f accomplishments Griffin attributes 
to f iRGs. 

<bnly the immediate target of PIRG 
actlion is discussed while byproducts of 
th, proposed reform are ignored. Regu-
1 at~ons usually impose costs on some­
one. Unlike the PIRGs, apparently, I 
ha~e a healthy respect for market 
forfes. I therefore expect the incentive­
altf ring effects of regulations to have 
ripr,le effects. These, in turn, need to be 
anr lyzed before the initial proposal can 
be properly judged. This book does not 
provide the basis for this evaluation. 
~ne example: The PIRG at George 

W~shington University in Washing­
ton, D.C., worked for rent control. The 
bot k concludes that "the DCPIRG 
woi k saved millions of dollars in 
av · rted rent increases to District resi­
de ts." Maybe so, but I wonder about 
othJer consequences. There is no discus­
sioh of how rent controls diminish 
landlords' incentives to repair apart­
mepts and to build new units. Without 
more information, I cannot sign on to 
th1 view that rent control, viewed on 
balance and over a period of years, 
cler rly benefitted District residents. 

Another example: The New York 
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PIRG worked to require a doctor's pre­
scription for a hearing aid. According 
to Griffin, "Since many aids were sold 
unnecessarily, the requirement of a 
prescription helped consumers avoid 
the cost of an aid they did not need." 
That's surely a benefit. But what about 
the people who really did need a hear­
ing aid and now are forced to pay for 
the doctor's examination? Helping one 
group seems to have imposed some 
costs on the other. I see no acknowl­
edgement of the cost impact of the tar­
get regulation. Whether, on balance, 
the regulation benefitted consumers 
depends on the proportion of sales that 
were fraudulent, whether people inter­
ested in hearing aids would be willing 
to pay more to be more certain of their 
need, and many other factors not con­
sidered in this book. 

While this book cannot be viewed as 
an objective evaluation of PIRGs, it 
may be useful for another purpose: 
recruiting students into PIRG acti­
vism. The book paints a bright and 
very positive picture of what a stu­
dent's experience could be. PIRGs 
might be well advised to give a copy to 
every student considering joining. 

As a description of PIRGs as an 
opportunity for students, then, the book 
is useful. As Nader intended. PIRGs 
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direct students' energies towards 
"research and advocacy of workable 
solutions to problems, training lifelong 
'public citizens'." In describing one 
PIRG project, Griffin reports that stu­
dents "learned to speak on behalf of [a] 
bill before various organizations, and 
they learned how vital getting the sup­
port of those organizations is to suc­
cessful promotion of a proposal. They 
learned how to investigate a large cor­
poration, and they saw first hand how 
important it is to have their case well 
documented. Students held press con­
ferences and met with reporters and 
editors; from that they learned about 
the power of the media and how to pre­
sent their case to ensure the best cov­
erage." Griffin speaks also of the 
drama, excitement and passion that 
propels PIRG participants. 

If I were teaching a course in con­
sumer economics, I might suggest this 
book to my students as a source of the 
history and essence of PIRGs, since 
the book portrays PIRG participation 
as exciting, demanding, instructive 
and satisfying. At the same time, I 
would offer two cautions. First, I 
would suggest they keep in mind the 
possibility that the book is primarily a 
public relations effort. Second, I would 
warn them not to treat this book as a 
good model for an analytical term 
paper for my class. 

ALISON MA S SON 

Economist, Federal Trade Commission 

(Her views are he1· own and do not neces­
sarily reflect those of the FTC.) 

" F ... or 
the dealer will 

gain nothing except by 
profuse lying 

and nothing is more 
disgraceful 

than untruthful 
huckstering." 

CI CERO 
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CONSUMER AFFAIRS 

MARKETABLE C NSUMER 
AFFAIRS CUtRICULUM FOR 

BUSINE S 

N 
ot enough is known about how 
relevant the academic trainin 
of university graduates from 
consumer science programs is o 
gaining employment in con­

sumer affairs business positions. While 
some attempt was made to determin 
and evaluate the course offerings in 
academic programs in the late 70s and 
early 80s (Burton, 1979; Green, 1978; I 
Nolf, 1981; Burton & Bowers, 1980; 
Scott, Walsh & Stampfl, 1984) no 
recently published research has been 
identified. 

These earlier studies showed that 
curricula vary substantially from ca -
pus to campus with no standardizati , n 

• I 
for degree reqmrements. Burton (19719) 
found that the most apparent comma -
ality among various schools offering 
consumer science programs is that 
many are based in home economics. 
With the exception of core courses r c­
ommended by the American Home 
Economics Association (AHEA) for 
accr~ditation of university home eco[ 
nom1cs programs, few common requfre­
ments were identified from one campus 
to another. 

CORPORATE CONSUMER AFFAIRS 
AND ACADEMIC MAJORS 

The Society of Consumer Affairs 
Professionals in Business (SOCAP) 
national membership has steadily 
increased since its creation in 1973. t 
now exceeds 2,500, reflecting busine~s' 
growing interest in consumer affairs. 

When consumer affairs profession 1 ls 
employed in business were asked to 
identify the educational major most 
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tageous for consumer affairs pro­
fessi als of the future, they listed the 
follo ing disciplines (SOCAP, 1990, 
1988, 986, 1983, see Table 1): 

Bu on's 1979 study of academic offer­
ings i consumer affairs showed most 
were based in home economics depart­
ment . Yet, it seems likely the AHEA 
core equirements may provide only 
mini al marketable value to consumer 
econ mics graduates seeking business 
posit ons. In fact, traditional home eco­
nomi s programs may actually serve as 
a hin ranee to employment unless grad­
uate seek employment in a corporate 
cons mer affairs department where a 
hous ng, child development, family 
relat ons, nutrition or clothing/tex-
tiles erchandising background is 
soug t. In declining order, consumer 
affai s professionals in business report­
ed t ey were employed in the following 
indu tries: food and beverage, manufac­
turi g, public utility, health care and 
insu ance, banking and finance, retail, 
cos etics and pharmaceuticals, automo­
tive nd entertainment/travel (SOCAP, 
1990. 

AI hough numerous authors have 
long proposed a move to an interdisci­
plin ry academic program (Burton, 
1979 Burton & Bowers, 1980; Collier, 
197 Fritzche & Ferrell, 1980; 
Go! smith & Collier, 1981; Scott, Walsh 
& S ampfl, 1984), little movement has 
bee made in the academic arena to 
ref1 ct this preference. 

B rton (1979) noted that "the better 
pro rams appear to be truly interdisci­
plin ry, that is, they have a conceptual 
fra ework in which the consumer and 
oth related courses are combined into 



a pattern that meets the objective and 
philosophy of the program. Howe\ er, 
some programs seem to be merely mul­
tidisciplinary, that is, they appear o 
contain courses from other academ c 
areas in order to provide a sufficie t 
number of courses to constitute a p o­
gram. It often appears that these o her 
courses were randomly chosen ratl er 
than purposefully as no conceptual 
framework holds them together or 
offers a focus for synthesis." 

Burton and Bowers (1980) made he 
following recommendations to educa­
tors in consumer economics: deterr 1ine 
the academic core of consumer sciE nee, 
agree upon a definition for course nd 
program titles, and routinely upd2 e 
information on career opportunitie~ in 
consumer affairs. 

If consumer affairs graduates ar to 
be competitive, and if academic pr -
grams are to gain the respect ofbu~i­
ness employers, changes must be n ade. 
The purpose of this article is to urge a 
better alignment between consumE 
affairs curricula and marketable cc n­
sumer affairs skills for business po i­
tions so graduates will be preferre 
above internally promoted corpora e 
employees (many of whom have no for­
mal training in consumer affairs). 

CORPORATE CONSUMER AFFAIRS FUNCTIO S 

To determine marketable skills fpr 
business consumer affairs departm nts, 
it is first necessary to determine w at 
activities consumer affairs professi n­
als in business perform. 

About 20 years ago, the Conferen re 
Board reported the following activ' Lies 
as appropriate for business consum r 
affairs units: handling, resolution a ~d 
analysis of customer complaints an 
inquiries; developing and dissemin t­
ing to consumers better informatio on 
the purchase and use of products or ~er­
vices sold by the company; serving as 
an internal consumer ombudsman and 
consultant on consumer matters wi hin 
the company; and providing liaison 
with consumer interest organizatio s 
outside the company (McGuire, 197 ). 
Today, these same activities seem t) be 
somewhat reflective of business pre 
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MAJORS SEEN AS ADVANTAGEOUS FOR BUSINESS CONSUMER AFFAIRS 

1990 1988 1986 1983 

Corrmunicotions .......... .. ......................................... .. . .46% ........................ 46% ...................... 44% ................... -

Busi ess Administration .... ...... .. ...... .. ................ .. ......... 2 7 ................ ........... 2 9 ......................... 3 2 ...... .............. ... 53 

Mar eting .......... .. ............... .. ........................ .. .......... 2 4 .......................... 2 6 ... ................ ...... 3 0 ...................... -

Behavioral Sciences ............................................... ... .. 2 3 ........................... 2 4 ................ .. ....... 2 4 .. ... .................. 3 3 

::J::~:n;~";·················· ··································:: •••••••••• •• ..•••••••.••••• : •••••••••••••••••.••••••• : ••••••••••••••••.•• •••• :: 
Law ............................ ............................................. 9 ........................... 11 .. ............ .......... 13 ....................... 20 

Other ........................................................... ............. 6 .......... .. ............... 5 ......... ................ 6 ..... ................. 13 

No nswer. ................................ ... .. ........ ................... 3 ......... .................. 2 .................... .... 8 ....................... 2 

Source: SO CAP (Multiple answers were accepted so figures do not total l 00%. 

The 1983 survey did not provide the communicotions or marketing choices.) 

Table l 

g,J ms (Collie'-Vogel, 1988). 

]

onsumer affairs professionals in 
bu iness report the following "percent 
of ersonal time devoted to the follow­
ing consumer affairs functions" 
<sqcAP, 1990, 1988, 1986, 1983, See 
Ta~le 2). 

Each year SOCAP consumer affairs 
prof

1 

essionals in business recognize out­
sta ding corporate programs developed 
by heir peers. These awards tell a 
great deal about consumer affairs with­
in r~ost companies and may suggest 
aca~emic course content changes that 
cou d affect marketability of graduates. 
Briefly, the awards are categorized as: 

CUSTOMER SERVICE TRAINING: 
Mo ivating front-line representatives, 
rec ' gnizing outstanding employees, 
enh:ancing the ability of these employ­
ees Ito provide quality customer service. 

CO SUMER RESPONSE 

TECHNIQUES: Administering pro­
grams that increase consumer satisfac­
tio~ or improve corporate responsive­
ne~f to consumer issues, improving pro­
cedlres for complaint handling, issue or 
dat . tracking,and improving corporate 
res onsiveness to consumer needs. 
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COMMUNITY SERVICE OR 

PUBLIC RESPONSIBILITY 

Improving the quality of life in the 
community where the company con­
ducts business. Supporting local efforts 
in the areas of environmental safety, 
education, employment opportunities 
and public health. 

CONSUMER INFORMATION 
OR EDUCATION PROGRAMS: 

Informing or educating customers re­
garding company services, programs, 
consumer protection, consumer rights 
and responsibilities, customer options, 
etc. 

CONSUMER ISSUE FORUMS: 
Facilitating communication and prob­
lem solving on current public and con­
sumer issues. Gaining balanced repre­
sentation from many stakeholders. 
Coordinating consumer panels, customer 
forums or other feedback mechanisms. 

A MORE POWERFUL ROLE FOR CONSUMER AFFAIRS 

Consumer affairs programs in busi­
ness are not without criticism. Mayer 
(1989) notes that many consumer advo­
cates are critical of the relatively pow-
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erless roles of most company consumer 
affairs managers in shaping corporate 
policy. It is safe to say that no consumer 
activist group and no vocal consumer 
advocates commend companies or con­
sumer affairs department for solely 
"handling complaints." To gain the 
respect of external watch dog groups 
and internal corporate executives, con­
sumer affairs professionals must con­
stantly be aware of emerging trends 
and develop corporate activities to 
address the expectations of various 
publics. The role of highly trained, 
degreed professionals to lead this effort 
cannot be underestimated, thus making 
it incumbent on universities to train 
individuals who can help corporations 
achieve consumer affairs objectives. 

To gain and maintain the confidence 
of various publics or constituents who 
believe they have an interest, or 
"stake," in the way the company con­
ducts business, consumer affairs must 
redefine its role in a much broader way. 
To provide a major contribution to busi­
ness objectives, corporate consumer 
affairs departments must go beyond 
simply facilitating the complaint han­
dling process. In fact, consumer affairs 
departments have the opportunity to be 
a change agent on the societal boundary 
between corporate decision makers and 
various constituent "stakeholders." The 
corporate consumer affairs manager 
should work with executives and other 
departments to (Vogel, 1990; Vogel & 
Murray, 1990): 

Assess and monitot changing trends 
in the socio-political envimnment of the 
finn joT strategic sttengths, weaknesses, 
opportunities and threats to corporate 
decision making. 

Monitor stakeholde1· societal conce/'1LS 
about company operations and address 
them before they become major prob­
lems. 
Tmnsfom~ emaging social t1·ends 

into COI'[JOmte oppoltunities for joint 
pmtnerships or liaison with key stake­
holders. 

Facilitate a COI'[Jomte-wide decision­
making process for anticipating and 
resolving stakeholder concei'11S. 

Monitor co1porate social pmfomwnce 
and the opinions and values held by key 
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p:iblics that may affect corpora-te ope1

1

a­
twns. 

Develop and implement codes of co1-
porate social accountability to meet 
stakeholder expectations. 

Establish intenwl perfo1'1nance sta ~­
dards and incentives for social responsi­
bility among all company employees I 

Readjust corporate goals and oper t­
ing policies according to public opini9n. 

Identify, prioritize and analyze tlwr;e 
stakeholder issues of greatest opera­
tional,jinancial and political signifi­
cance to the organization. 

Create two-way communication a1ld 
problem-solving processes on stakeho fd­
er issues important to key publics in 
order- to bring corpomte behavior in l 'ne 
with stakeholder- expectations. 

Corporate consumer affairs progrars 
should be developed and managed so 
the company gains public support an 
maintains the freedom to operate with 
integrity among stakeholders that 
believe they have a vested interest ir 
stake in company decision making. ~ he 

consumer affairs department should I 
attempt to minimize surprises whicH 
accompany socio-political change by 
serving as an early warning system for 
potential societal threats and opport ni­
ties. Consumer affairs should define 1·ts 

inter al corporate role as the coordinat­
ing u it for determining, implementing 
and e aluating the firm's ability to 

ate, respond to and manage 
olitical trends. The department 
determine the social conse-

quen es of company actions impacting 
stake olders, and enable management 
to an icipate, respond to and manage 
dyna ically evolving stakeholder 
clai and expectations (Vogel, 1990). 

CON UMER AFFAIRS CURRICULUM FOR THE 1990'S 

To ain credibility in the corporate 
cons mer affairs arena, students must 
tailo their individual programs to 
meet the expectations of their desired 
empl yer. Geographic employment 
oppo tunities and personal interests 
sure play a part in selecting specific 
indu tries. Position availability should 
also e considered. 

T authors believe the strongest 
yment opportunities and ongoing 

care r development will be available to 
stud nts who supplement their academ­
ic tr ining by participating in spring 
and all SOCAP national conferences, 
enro ling in quarterly SOCAP profes­
sion I development seminars and par­
ticip ting in student chapters of 

PERCENTAGE OF TIME SPENT N ACTIVITIES 

1990 1988 1986 1983 

Complaint processing/resolution .......................................... 26% ................... 2 6% .................. .30% ...... .......... 22% 

Complaint interpretation, analysis, reporting ............................ ] 8 ...................... 1 9 ...................... 1 8 ...................... 1 4 

Consultation with management on consumer issues .... l ............ 14 ...................... 13 ...................... 14... ................... 11 

Informing company personnel about consumer issues ............... 12 ...................... 11 ...................... 1 0 ...................... 9 

Consumer education/information progroms ....... ... .................. 15 ..................... 17 ..................... 19 ...................... 16 

Externollioison .................................................................... 12 ...................... 12 ..................... 11 ...................... 11 

General administrative duties (budget, staff training) ... 1 ............. 2 0 ...................... 18 ...................... 2 0 ...................... 1 6 

Compliance with consumer lows ond regulations ....... !... .......... 8 ..................... 1 0 ..................... 9 ...................... 8 

Liaison with consumer groups ............................................... 8 ..................... 1 0 ...................... 9 ...................... 8 

Other ................................................................... / .............. 2 9 ...................... 2 6 ...................... 21 ..................... 1 6 

Source: SOCAP 

Table 2 
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SOCAP. Students who know abou 
career options in consumer affairs 
(Garman, 1990) and have taken th time 
to network with consumer affairs ro­
fessionals are most likely to be abl to 
position themselves for available j bs. 

Students should be guided to ac ire 
an interdisciplinary academic bac -
ground with a strong emphasis on 
industry internships. At both unde -
graduate and graduate levels, the ol­
lowing subjects are recommended: ver­
bal and written communications co rs­
es, business administration, mark 
courses in consumer behavior and 
strategic planning, behavioral scie ces 
including psychology and sociolog , 
micro-economics, marketing resea ch, 
statistics, computer information sy -
terns data base management and ord 
processing, business ethics and cor o­
rate social responsibility, issues m n­
agement, public policy analysis, co -
sumer economics, organizational b hav­
ior, conflict management, dispute 
resolution, personal or family finan e, 
mediation/arbitration/negotiation t ch­
niques, and consumer/business/inte a­
tionallaw. 

Increasing familiarity with cons mer 
advocate interests should be emph -
sized through reading of publicatio s 
including Public Citizen, the Cons mer 
Federation of America News and 
SOCAP's MOBIUS. Individual st dies, 
practicums, research projects, inte n­
ships and other tailored activities 
should be emphasized to develop r-
ketable skills directed to available 
regional employment and national 
trends in consumer issues. 

SUMMARY 

If graduates are to be recognized s 
credible and marketable in the corp -
rate consumer affairs arena a multi is­
ciplinary task force composed of ac -
demic and business professionals (A CI 
and SOCAP) should develop furthe rec­
ommendations on appropriate curri u­
lum requirements. Without signific nt 
curriculum changes (and appropriat 
publicity in the corporate communi ) 
businesses will continue to draw m e 
on internal promotions than on degr ed 
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co sumer affairs professionals to man­
agf and direct their corporate consumer 
af~airs programs. And without the 
st~ng leadership and national consen­
su among academic and corporate con­
su er affairs professionals about the 

n~ded skills and functions of consumer 
af airs departments, companies will not 
re lize the full benefit of corporate con­
su er affairs. They will, instead, con-
ti e to concentrate on reactive com­
pl1int-handling rather than proactive, 
st1keholder involvement in corporate 
derision-making processes. 

tcademic advisers and department 
hef ds with responsibility for the con­
surer affairs curriculum should work 
to~ether to develop a national data base 
adrinistered through the American 
Copncil on Consumer Interests (ACCI) 
to rrovide information about universi­
tie~. offering undergraduate or graduate 
de ees in consumer affairs. Post-grad­
ua ion surveys and business surveys 
sh uld monitor the applicability of aca­
de ic courses. 

te 1990s offer the promise of oppor­
tu ies for expanded partnerships 
be~ een consumer affairs professionals 
in cademic and business settings that 
wil strengthen the profession and make 
corporations more responsive to public 
ex~ectations. The upcoming decade will 
eit?er be a time of dramatic profession­
al!frowth for consumer affairs or one in 
whtch it is relegated to a position of 
co1plaint-handling that is vulnerable to 
sta and budget cutbacks with little 
gro

1 

th potential. It is time to cut across 
turf boundaries to build partnerships 
a~~ consensus in academic consumer 
aff~irs offerings that fill a marketable 
neer in the corporate sector. 
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ONE MILLION DOLLARS OR 
CONSUMER CREDIT EDUC ION 

T 
he National Coalition for Con­
sumer Education (NCCE) and 
AT&T Universal Card Services 
Corp. have announced the crea­
tion of the NCCE/AT&T Consu­

mer Credit Education Fund, a grants 
program to fund consumer credit edu­
cation projects. 

AT&T Universal Card Services is 
committing $1 million over a four­
year period to launch the fund, which 
is designed to foster better-educated 
consumers who can make more 
informed decisions about the uses of 
credit. NCCE/AT&T Consumer Credit 
Education Fund grants will be award­
ed to educate consumers of all ages 
and backgrounds in schools and com­
munities. 

The fund will be administered 
through a 12-member advisory board 
consisting of experienced professionals 
from consumer organizations, educa­
tion, government and business. Advi-

sory Board members include Stephen 
Brobeck, Consumer Federation of 
America, Juan Correa, Puerto Rico 
Legal Services; Marlene Futterman, 
Direct Selling Education Foundation; 
Hayden Green, Illinois classroom 
teacher; Karen Heath, Ohio Depart­
ment of Education; Eileen Hemphill, 
Washington, D.C., Consumer Affairs; 
Janet Koehler, AT&T; Jane 
MeN amara, Credit Counseling 
Centers; Joan Ryan, community col­
lege instructor; Jane Schuchardt, 
Cooperative Extension Services; 
James Thompson, American Associ­
ation of Retired Persons; and Dianne 
S. Ward, Better Business Bureaus. 

AT&T and NCCE have jointly 
established objectives for the Fund. 
AT&T will provide one member to t~e 
advisory board. NCCE will provide / 
administrative support and core merp­
bership of the advisory board from it!lss 
own board of directors. The advisory 

ill make decisions about the 
tion of grants including the 
ment of guidelines and grant 

revie procedures. 
The ational Coalition for Consu­

mer E ucation (NCCE) is not-for­
profit 01 (C) (3) organization formed 
in 1981 to promote consumer education 
progra s in schools and communities 
across he country. NCCE consists of a 
netwo k of volunteer coordinators who 
repres nt a combination of business, 
educat on, government and consumer 
advoc tes. 

Gra t applications must be 
postm rked on or before January 10, 
1991, t be considered by the Advisory 
Board 

Org nizations or individuals inter­
ested n obtaining grant applications 
or oth r information can write to: 
Millio Dollar 
PO B x 5345 F.D.R. Station 
New ork, New York 10150-5345 

37TH ANNUA~ 
ACCI CONFERE CE 

April4-6, 1991 Cincinnati, Ohio 

Program Chair: Claudia Peck, University ol Kentucky 

For additional information contac : 
Executive Director 

American Council on Consumer Inte ests 
240 Stanley Hall 
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University of Missouri 
Columbia, MO 65211 

314-882-3817 
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