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Abstract
This paper explores the concept of competency-
based consumer education. The Titerature pertain-
in¢ to consumer competencies is reviewed to estab-
1ish & data base for the subsequent development of
consumer competencies. A model for a competency-
based consumer education curriculum is proposed,
its design and operation discussed, and suggestions
made for its practical implementation.

Introduction

The 1970's were years of controversy in two areas
which concerned consumer educators. First, con-
sumer education programs achieved a legitimacy and
identity of their own. Second, the back-to-basics
movement and competency-based education created
lively interest in the general public. Curriculum
specialists set to work in redesigning courses in
the new mold as over 30 states mandated various
forms of competency assessment. In the eary 1980's
the dust has begun to settle. The competency-
based curriculum model can be scrutinized as an
effective alternative delivery system for the
development of consumer education knowledge, skills,
and values in high school programs.

The purposes of this paper are to:

1. QOverview the competency-based education
concept

2. Review the literature related to
competency-based consumer education

3. Propose a model for competency-based
consumer education

4. Offer suggestions for implementing such
a curriculum approach.

Conceptual Basic of
Competency-Based Education

The competency-based education model poses sharp
contrasts to the traditional teaching-Tearning
model. Glick, Henning, and Johnson (1975) cite
the following nremises implicit in this approach:

1. The student is assigned or selects compet-
encies to develop.

2. The student learns at his/her own rate.

3. Individual Tlearning style determines the
manner in which each competency is developed.

4. Objectives are performance-based, written
in language understood by the student, and shared
with the student.

5. Evaluation is criterion-referenced, as
opposed to norm-referenced.
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The standard of achievement remains constant. ATl
students achieve the competency; only the time re-
quired to do so varies. The teacher shapes the
learning environment to permit learning with great-
er efficiency with respect to the student's needs
and abilities. The teacher thus becomes a manager
of learning, a diagnostician, and a counsélor.

Popham (1975) sees benefits for teachers and stu-
dents both. Teachers want their students to suc-
ceed, and they become frustrated because they have
not yet found the means of creating an effective
learning environment for the entire class. Students
want to learn, and they have become "turned off"
because learning experiences do not seem relevant
to their needs or the standards they are asked to
reach do not seem realistic. Employing the com-
petency-based approach lessens such complaints in
Popham's opinion. Teachers and students work
jointly toward the mastery of specified competen-
cies and subcompetencies. Success breeds positive
attituces which in turn creates a better learning
environment.

At the end of instruction in competency-based ed-

ucation, the Tearner has acquired the ability to do

something. It prepares the consumer to perform

?ssen§1a1 tasks at stated standards. Says Burns
1972):

It is the specification of the behaviors to
be acquired that gives leverage to the com-
petency-based movement. It is this extra
power--this exact specification of the
behaviors to be acquired by the learner--
that is making the competency-based educa-
tion movement more than just another fad

in the field of education.

This combats what Brunson (1975) has called a major
criticism of American education--teachers unable to
explain clearly and precisely what they intend to
accomplish with their students.

In an address before the National Association of
Secondary School Principals, Place (1973) surveyed
competency-based education's strong noints. It
increases flexibility and cooperation in the in-
structional program. It contributes to articula-
tion and spiraling of knowledge. Because students
know what is expected of them, proceed at their own
pace, and receive periodic feedback as to progress,
they are more motivated and possess more positive
self-images. Community involvement and respect im-

prove. Teacher decision-making and creativity are
enhanced. Constant evaluation and revision are
possible. However, Place pointed out two obstacles

to the adoption of competency-based curricula.
Teacher acceptance is sometimes a problem, and it
takes financial resources to develop teacher skills
and to develop the necessary materials and proce-
dures.
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Brown (1980), in a synthesis of instructional
models, says this about the competency-based in-
structional model:

...the system has created a great deal

of misunderstanding from those inside

and outside of formal education systems
...However,...the modified competency-
based instructional system that supports
a well thought out program of instruction
has the greatest potential for success in
today's formal educational environment.

Thus, competency-based education is more than just
a short-lived educational phenomenon. And, more
importantly to consumer educators, the principles
of competency-based education are being adapted

to develop competency-based consumer education
(CBCE) curricula, which may perhaps become a sig-
nificant alternative to more traditional consumer
education delivery systems.

Review of Literature Pertinent
To Compatency-Based Consumer Education

Consumer competencies are consumer tasks performed
to a stated minimum standard. Consumer tasks and
standards are derived from investigation of the
present and future needs of the student and the
economic and social demands of the marketplace and
society in which the student will satisfy those
needs. Consumer educators do not have a large data
base of consumer tasks and nerformance standards at
their disposal. Relatively few studies have been
done to identify consumer competencies.

Metzen (1963) determined the importance of consumer
competencies for young women and the influence of
selected socioeconomic factors upon the importance
of consumer competencies. He used consumer com-
petency to "describe any knowledge, skill or atti-
tude an individual might possess, which is specif-
ically relawed to the effective performance or

competencies of the consumer homemaking students
were significantly related to the consumer com-
petencies considered most important by the con-
sumer panel members. In both groups, demographic
factors affected the rankings of consumer task
items.

Funded by the U.S. Office of Education, Murphy, et
al. (1974), developed competency-based curriculum
modules in consumer education. After an extensive
review of curriculum material in consumer education
to Tocate materials and identify needs that exis-
ting programs did not fulfill, moduies appropriate
for students, ninth grade through adult, were de-
veloped. Each module includes a rationale, intro-
duction to content, pre- and post-assessment de-
vices, instructional objectives, Tearning activi-
ties, and a resource list. The content does not
encompass the totality of consumer education
topics. They are process-, not content-oriented.
By mastering the four consumer process competencies
characterized by inquiry, valuing, decision-making,
and consumer action, the student attains the over-
arching competency of being a well-informed con-
sumer who has the capacity to think and continue
learning.

A U.S. Office of Education funded project completed
a four-year investigation of adult functional com-
petencies (Northcutt, 1975). Adult performance
levels (APL) were determined on the ability of
adults to apply skills (reading, nroblem solving,
computation, and writing) in five knowledge areas
(occupational knowledge, consumer economics, gov-
ernment and law, health, and community resources)
which are important to adult success. The project
defined 65 objectives or fundamental component
parts of the APL description of competency from
which performance indicators could be written for
the subsequent competency testing of five national
samples of American adults.

The greatest area difficulty was consumer economics
29% of the population fell into the lowest level,

function tchat are part of his consumer role" (p.10).(APL 1, functioning with difficulty); 33% into the

AT1 114 competencies were worded in terms of
"knowing" something or "knowing how to do" something.

Using Metzen's consumer competencies, Coulter (1971)
compared selected characteristics of the consumer
behavior of ten physically disabled and ten non-
disabled homemakers. The data were gathered by
personal home interviews. The median rank order
test revealed distinct group differences in the
priority of competency rankings. These differences
led Coulter to conclude that different types of
consumer education are needed to meet effectively
needs of both types of homemakers.

Rowley (1974) conducted a study to investigate the
relationship between the nerceived and aspired
consumer education competencies of secondary con-
sumer homemaking students and consumer panel
members. A questionnaire was administered to
approximately 1300 consumer homemaking students in
15 Colorado secondary schools. At each of these
schools, a consumer panel ranked task items on the
basis of importance using a Q-sort technique. It
was found that the perceived and aspired consumer
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middle level (APL 2, functional but not proficient);
and 38% into the highest level (APL 3, proficient).

The California Adult Competency Survey (1979) de-
veloped a list of adult competency statements in
five broad areas. Competencies were defined as
attributes (skill, item of knowledge, attitude) of
an individual that have the potential of helping to
meet one or more needs of that individual. The
economic category sampled competencies needed to
acauire and manage goods in a person's role as
consumer, saver, borrower, taxpayer, wage-earner,
or employer. Thirty-two competency statements in
eight subcategories were identified. The study
then ascertained the level of performance for each
competency for California adults categorized by

20 demographic variables.

To establish a data base for consumer competency
development, this writer (1977) developed and
validated a consumer task Tist. Sixteen consumer
education curriculum guides, content lists, and
studies were used as a content base. Using cri-
teria for task construction and subsequent valida-
tion, a preliminary consumer task 1list was com-



piled. This Tist was validated by a six-person
interdisciplinary jury using a modified Delphi
technique. The construction and validation criteria
were:

1. Each statement is a consumer task, that is,
an activity performed by a consumer.

2. Subtasks are not included. Task statements
are to be broad enough to encompass all relevant
subtasks.

3. Tasks are written at the same level of
specificity; that is, the statements all involve
tasks, not subtasks.

4. Tasks are stated at the action or applica-
tion level, rather than lower levels demanding only
the possession and/or comprehension of information.

5. The task statements do not specify a direct
standard of performance or achievement.

6. The task list encompasses the entire spec-
trum of consumer activity as presently perceived
by recognized authorities involved in consumer ed-
ucation and consumer affairs from various back-
grounds.

7. The task statements are stated in non-tech-
nical, unambiguous, and relatively concise terms
and are separate and distinct as much as possible.

The final consumer task 1ist consisted of 39 con-
suner task statements arranged in 18 task categories
by consumer education content. A representative
sampling of task statements is shown in Figure 1.

Figure 1

SELECTED CONSUMER TASK STATEMENTS*

A consurer should be able to. . .

1. Use decision-making and problen-solving methods in carrying out
consuner activities--in an orderly way, gather and study information
about a product before buying, for example (decision-making),

2, Plan and use a budget for his/her circumstances and goals (money
managerent),

3. Apply effective specific buying and use practices to food--use
cents-off coupons, for example (specific purchasing).

4. Judge and use buying infcrmation--advertising, rmass media, labels,
grades, product rating reports, business and government publications,
etc. (consumer information).

5. Use credit effectively to buy goods and services {credit).

6. Recognize and protect himself/herself against fraudulent and de-
ceptive practices encountered in consumer activities (consumer rights
and responsibilities).

7. Use appropriate procedures
buyin? insurance, selecting
etc. (insurance),

for carrying out an insurance program--
agents, paying premiums, filing claims,

8. Develop and carry out a savings and investment plan to meet financial
needs and goals with an investment counselor if necessary (savings and
investments).

9. Maintain a checking account (banking),

10. Apply_math skills to consumer activities--compare credit costs, use a
check1?g account, figure take-home pay, for example (consumer mathe-
matics).

* Consumer task category to which statement belongs is indicated in
parentheses. Where necessary, illustrative examples of subtask(s) are
also included.

This task Tist in questionnaire form was subse-
quently submitted to selected groups of consumers
and consumer education teachers for assessment of
task importance and standards for high school
graduates.

Selected consumers and consumer education teachers
did attach significantly different degrees of im-
portance and minimum task standards to some con-
sumer task categories. However, there was more
agreement than disagreement among the selected
consumer group and consumer education teacher
subgrouns.

Competency-Based Consumer Education Model

Theoretically speaking, CBCE in its unadulterated
form would be completely individualized, self-
paced development of consumer competencies in a
flexible time frame. Practically speaking, a CBCE
instructional model would have to be adapted so it
could function within the context of the tradi-
tional scheduling, grading, and teacher workload
expectations of most secondary schools. Such a
model is proposed in Figure 2,

Figure 2
COMPETENCY-BASED CONSUMER EDUCATION MODEL
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The data base previously discussed plus other re-
lated consumer education research and need assess-
ment studies are used to construct the consumer
competencies which reflect the needs of learner
populations and factors specific to teaching en-
vironments.

Most consumer tasks and the resultant consumer
competencies are too complex to be developed as
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separate entities so most tasks must be broken
down into subtasks or specific component parts.
Subcompetencies are constructed by attaching
standards of achievement to each of these subtasks.
Thus, a consumer who can perform the sequenced
array of subcompetencies can then perform the com-
plex consumer activity (allowing for practice in
integrating the subcompetencies) at the minimum
standard of achievement specified in the consumer
competency.

Subcompetencies are not measurable in most cases
in a school setting. However, now the instructor
can write performance objectives stating action,
conditions, and success criteria. An example will
serve to make these developmental stages more con-
crete and show the relatively straight-forward
inter-relationships discussed so far.

Sample Consumer Task Converted To
Performance Objective

Task:
Apply effective general buying and use
practices to goods and services

Subtask (one of many):
Evaluate quality of a product

Standard:
Consistent with recognized criteria for
judging quality

Subcompetency:
Evaluate quality of a product by applying

recognized criteria for judging quality

Perfcormance Objective:
Given four garments (four shirts, for example)
examine each garment and judge quality accor-
ding to recognized criteria and accurately
reach a conclusion as to whether each garment
is excellent, good, or poor in quality.

Next, evaluation devices are developed to measure
the student's mastery of the behavior stated in
the performance objective. Criterion-referenced
testing is used in CBCE, rather than norm-refer-
enced testing. A norm-referenced test informs the
instructor about each student's performance rela-
tive to other students' performance. Thus, norm-
referenced tests indicate whether a student's per-
formance is better or worse than another but not
necessarily whether the behavior Tevel specified
in the performance objective has been reached.

In criterion-referenced testing, the student is
measured on his/her ability to perform the speci-
fied behavior. The criterion of success or
failure is unaffected by the results of other
students' tests. The criterion-referenced test
tells the teacher where the student is relative to
the mastery of the competency, not relative to the
performance level of other classmates.

Actual classroom operation and interaction with
students is very similar to what instructors are
normally accustomed to in individualized instruc-
tion. Students are administered a pre-test. If

a student is already competent, he/she proceeds

to the next perfcrmance objective and its pre-test.
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Normally, a student is not successful and the
teacher matches the learner with appropriate
learning activities as indicated by the diagnos-
tic pre-test and congruent with the student's
learning style. A1l teaching-learning strategies
will not be individualized. Learning modules of
an individual nature are used, but small- and
large-group instructional techniques are also
employed. Discussion or group projects, for ex-
ample, may be the only way possible to develop
certain performance objectives. Furthermore,
learners desire peer interaction and a combina-
tion of instructional strategies.

After completing the prescribed sequence of
learning activities, the learner is post-tested.
If successful, the student moves to the next per-
formance objective. If not, the Tearner enters a
recycle/retest loop. After completing alternative,
specifically tailored remedial activities, he/she
is retested. After completing a variable number
of learning activities in a variable time period,
the student eventually achieves the minimum
standard of achievement specified by the perfor-
mance objective and moves on to the next perfor-
mance goal.

When all performance objectives in a certain con-
sumer competency area are mastered, the student
progresses to another area of consumer education
content of student need or interest. Note that
throughout the model two tenets of competency-
based education have been adhered to: Learning
is constant; time and methodology are variable.

Competency-based instruction evolved from the
systems approach to curriculum design, and a
feedback loop is used for modification and revi-
sion. Teacher-student use of the system generates
data and experience which is used to revise the
methods and materials. Data from student perfor-
mance records would be used to modify, for in-
stance, poorly stated or sequenced subcompetencies,
tests with Tow indexes of descrimination on task
mastery, poorly designed learning modules, or in-
efficient teaching-learning techniques. Thus,
evaluation and revision are on-going features of
the CBCE approach contributing to maximum effic-
iency of learning plus ensuring currency of con-
tent and materials.

Implementing the Model

Consumer educators can easily become alarmed and
intimidated by the seeming complexity of CBCE.
That may be the initial reaction, but a studied
response would be much more receptive. Most con-
sumer education teachers already have experience
with performance objectives. Most already use
individualized instruction to some degree. These
suggestions to consumer education curriculum de-
signers and teachers will allay fears about the
implementation of CBCE:

1. Use a gradual approach. It is not pragmatic
to assume that everything should be in place ready
to go simultaneously. The consumer educator
should expect to develop, test, and adapt mater-
ials and techniques over an extended phase-in



period.

There are gradations of CBCE. Totally individual-
ized, time-variable systems are not necessary nor
desirable. A diverse mix of individual, small-
group, and large-group teaching-learning strategies
is already in most talented consumer educators'
repertoires. These three modes can be used to
various degrees depending on the specific demands
and Timitations of each teaching situation. Adap-
tation in record-keeping and grading will be
needed, too. The instructor must remember that the
flow-charted CBCE model is just that--a model. It
should suggest and guide, not prescribe or con-
sitrict.

2. Start small. Experiment with teaching only
selected consumer education topics in a competency-
based mode. Some content, such as banking services
and shopping skills, is easier to experiment with
because they are less complex areas, less value-
oriented, and more skill-oriented. The cautious
instructor uses experience with them to develop
competency-based units in consumer content areas
like decision-making or consumer rights and re-
sponsibilities which are more challenging areas

for designing competency-based materials.

Criterion-referenced testing and student record
management will be somewhat different and may be
more demanding in terms of time, but changes are
small and manageable. It should be remembered,
too, that many school systems provide paid release
time during the normal school year or summer con-
tracts for the purpose of developing new curric-
ulum approaches and materials.

3. Analyze present teaching methods and materials.
Experienced consumer educators will possess a
great deal of what CBCE resuires. Consumer com-
petencies and subcompetencies can be developed
from the consumer education literature. Perfor-
mance objectives currently used may be inserted
with minor alteration leaving only the gaps to be
filled. Existing test materials, audio-visual
materials and sources, and teaching techniques can
be adapted to the competency-based format with
some ingenuity and time.

4. Consult the immense number of consumer educa-
tion experts and their publications on new and
innovative methodology and materials. The U.S.
Office of Consumers' Education, the American
Council on Consumer Interests, the Joint Council
on Economic Education, and the Consumer Education
Resource Network (CERN) are prime sources.

Competency-based consumer education is a promising
alternative delivery system. It is built on recog-
nized learner needs and marketplace demands. It
is a sequential, integrated system which detects
individual Tearner needs, prescribes teaching and
Tearning activities tailored to that learner, and
produces concrete, measurable changes in consumer
behavior. The end products are consumers who are
prepared to operate more successfully within our
complex economy through the 1980's and into the
21st century.
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HOW INFORMATION DISCLOSURE REFORMS BENEFIT NON-USERS
OF CONSUMER INFORMATION: A REVIEW

Robert N. Mayer, University of Utah1

Abstract

Many Taws and regulations require sellers to
disclose information to consumers. The effec-
tiveness of these disclosure initiatives is
typically measured by the extent to which the
information is used by consumers. This paper
reviews the effects of disclosure on seller
behavior (e.g., price competition or innovation)
and thereby on all consumers, both users and
non-users of information. Recommendations for
appropriate research designs are also offered.

Introduction

Within the past fifteen years many laws and
regulations have appeared which either require
businesses to disclose specific types of infor-
mation (e.g., interest rates on loans or energy
efficiency of appliances) or permit the dis-
closure of certain types of information for the
first time (e.g., advertising by lawyers or
opthomologists). The information disclosure
actions have typically been justified by the
argument that consumers have not been receiving
enough information from sellers to make informed,
rational choices in the marketplace. Correla-
tively, better informed consumers are more able
to reward (through their purchases) those firms
that are doing the best job of serving consumers.

A few authors have added another justification
for these consumer information initiatives. They
argue that information disclosure can benefit all
consumers, regardless of whether they actually
use the information, by stimulating price com-
petition or innovation (Scitovsky, 1976;
Friedman, 1977; Padberg, 1977; Thorelli, Becker,
Engledow, 1975). The benefits of such changes

in the behavior of sellers go to both users and
non-users of the new information; accordingly
such effects have been termed "non-use benefits.”

In today's political climate, new Tegislation
and regulation will Tikely receive more care-
ful scrutiny to insure that benefits exceed
costs. Information disclosure actions may no
longer be justifiable simply on the grounds that
some consumers want them or that consumers have
a "right to know." Rather, a stronger case would
rest on the likelihood that information dis-
closure would affect the marketplace for the
better that is, provide non-use benefits. This
paper therefore reviews existing studies of non-
use benefits from information disclosure, then
evaluates their research methods, and finally
suggests methods for collecting this type of
evidence in the future.
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What Are Non-Use Benefits?

The vast majority of studies evaluating disclosure
laws and regulations have measured effectiveness
in terms of user benefits; that is, changes in
consumer awareness, attitudes, intentions, and
behavior resulting from the use of the new infor-
mation (McCullough and Padberg, 1971; Monroe and
Laplaca, 1972; Carman, 1972-73; Isakson and
Maurizi, 1973; Lenahan, Thomas, Taylor, and
Padberg, 1973; Day and Brandt, 1974; Brandt, Day,
and Deutscher, 1975; Scardino, 1976; Anderson and
Klippel, 1977). So, for example, if only five
percent of respondents report that they used
nutrition labeling in their selection of a break-
fast cereal or used energy efficiency labeling in
their selection of a new refrigerator, then the
labeling initiative would probably be considered
a failure. This does not consider, however, the
possible existence of non-use benefits.

Non-use benefits might arise because the knowledge
that even a small number of consumers use the
information may suffice to influence the behavior
of firms. Suppose that unit pricing reveals that
a company's so-called "economy size" package is

no more economical than its smaller packages. The
knowledge that even just a few customers will
notice and be upset about this "deception" might
be sufficient incentive for the company to Tower
the price on its economy size package. Thus, all
purchasers of the large package would benefit from
the Tower price, regardless of whether they check-
ed the unit pricing. (Of course, the firm's
decision will depend on which is expected to be
greater: the revenue lost because of consumer
disaffection or the revenue lost because of the
price reduction.)

Another example is offered by Maurizi and Kelly
(1978), They explain how mandatory posting of
gasoline prices can save all customers both money
and time:

The high-price stations will be forced to cut
their prices or improve service in order to
stave off further Tosses to the low-price sta-
tions. In the end, only the more efficient
firms will be left operating and the average
price of gasoline will fall. With the high-
price firms out of the market and more con-
sumers buying at the lower prices, the dis-
persion or spread of prices will be Tower.
Consumers will search less than they did before
price posting began because the reduced price
dispersion will have reduced the return to
search. Searchers and non-searchers alike
will buy gasoline at Tower prices and with
less search (p. 19).

In both of the above examples, the actual or
potential use of the new information by a subset



of consumers is necessary for the generation of
non-use benefits. The size of this subset will
depend on factors such as the vocalness of the
subset and the firm's reliance on repeat pur-
chases. The subset must only be large enough
to stimulate action by sellers. Once this
occurs, all consumers benefit. Friedman drives
home the point with a delightful analogy:

What may be operating here is something akin
to what would seem to be the typical voter's
attitude toward regulations requiring public
disclosure of campaign contributions by
political candidates. Few voters are Tikely
to take the time to make sense of these dis-
closures, but they may nevertheless favor
such regulations knowing that the possibility
of this information being used by even a

small segment of the electorate may well serve

to dissuade politicians from accepting large
contributions from single sources. The dis-
closure of information, even infrequently
used information, may be favored by the
public to assure that packaged foods can be
safely bought and that political candidates
cannot (pp. 80-81)!

Existing Evidence of Non-Use Benefits

Despite the large number of disclosure laws and
regulations promulgated by reforms that exist at
federal and state authorities, the number of

studies of non-use benefits is small. Neverthe-
less, there are a few such studies of mandatory
disclosure (e.g., gasoline prices, the condition

of used cars, warranty coverage, and open dating)
or recently permitted disclosure (e.g., advertis-

ing by attorneys and advertising of eyeglass
prices). Given this variety, it is not surpris-
ing that the non-use benefits come in several
forms: Tower prices, lower time costs, and
improved quality.

Existing studies of non-use benefits resulting
from information disclosure initiatives are

largely of two types:
performance in jurisdictions (usually states)

with and without the disclosure action, and (2) a
comparison of such performance in a single juris-

diction (usually the nation) before and after a
disclosure initiative. The findings of these
studies is reviewed first; criticisms of their
research methods are reserved for a later sec-
tion.

Comparisons Across Jurisdictions

Within the first class of studies, one can dis-
tinguish between those which compare only two

or three jurisdictions and those which compare
many. Stokes, Haddock, Hoofinagle, and Taylor
(1973), for example, compared grocery stores in
two towns requiring open dating with stores in a
town with no such requirement. They found that

before the implementation of the open dating pro-

gram in the two of the three towns, there were
virtually no differences in consumer reports of
spoiled food among the three towns. Two months

(1) a comparison of market
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after the implementation of the open dating pro-
gram, however, the researchers found substan-
tially Tower reports of food spoilage in the
stores in the towns with open dating. Stokes

and his associates took these differences as evi-
dence of the effectiveness of open dating laws in
generating non-use benefits,

Another study which compares only a small number
of jurisdictions pertains to Wisconsin's used car
disclosure law (Nevin and Trubeck, 1977). This
law requires used car dealers to disclose the con-
dition of used cars and repair any safety problem.
The experiences of Wisconsin used car buyers after
the implementation of the law was compared with
those of three groups:

(1)
(2)

Wisconsin used car buyers before the law,
Iowa used car buyers who purchased their
car in the period following the Wisconsin
law (Iowa requires safety inspections of
all used cars but no additional disclo-
sures), and

Minnesota used car buyers who purchased
their car in the period following the
Wisconsin law (Minnesota has no require-
ments for either disclosure or inspec-
tion).

Contrary to fears that the Wisconsin law would
drive up the price of used cars, the study found
that Wisconsin prices declined after passage of
the law and were lower than in the two neighboring
states. The authors also found that Wisconsin
consumers paid less to maintain and repair their
cars in the first year after purchase than did
consumers in the other states. These consumer
benefits were not attributed by the authors to
greater use of information by consumers. In fact,
the researchers found that less than a third of
Wisconsin consumers saw the disclosure form before
signing the sales contract. Rather, the benefits
were attributed to strict state enforcement and
its disciplining effect on dealer behavior.

There are also studies which examine large numbers
of states or jurisdictions. Perhaps the most
often cited of these is by Lee Benham (1972) and
examines the effect of advertising on the price

of eyeglasses. Benham compared the average price
paid for eyeglasses by individuals Tiving in
states with and without restrictions on eyeglass
advertising--taking into account differences in
income, age, gender, and family size. He con-
cluded that advertising restrictions could in-
crease the price of eyeglasses anywhere from 25

to 100 percent! Benham suggested that advertis-
ing, besides stimulating price competition, shifts
eyeglass sales toward large firms which employ
fewer optometrists per volume of sale and thereby
can offer lower prices. (Benham further suggested
that eyeglass quality did not vary between high-
advertising commercial firms and Tow-advertising
professional firms, but he did not consider his
evidence conclusive. Benham made no attempt to
compare the quality of services offered.)

The effect of state advertising restrictions on
retail prescription drug prices was examined in
a similar fashion. Cady (1976) compared drug



prices in nineteen states which prohibited
advertising with prices in twenty-one states that
allowed it. (Some states now even require drug
price posting.) Prices turned out to be higher
in the states which restricted advertising.

Cady made an effort to control for factors which
might systematically differentiate between the

two types of states and thereby offer rival expla-
nations for the findings. For instance, he Tooked
for effects of market size, Tevel of services
offered, and shipping costs. Cady did not control
for all such possibilities, but his consideration
of some rival explanations adds plausability to
his results. If Cady's findings can be trusted,
consumers could be saving hundreds of millions

of dollars per year if advertising restrictions
were lifted (p. 29).

A final example is provided by Maurizi and Kelly's
(1978) study of gasoline price posting. First
they compared New York City with Los Angeles, two
major cities which differed in their laws regard-
ing gasoline price posting. Not only were prices
Tower in Los Angeles (where price posting was
allowed), but there was less price variation
there as well. This latter fact means that con-
sumers need to engage in less information search
to arrive at optimal decisions. Next, the
authors compared fourteen geographical areas.
This allowed them to explore the possibility

that factors other than price posting explained
differences in gasoline prices. Maurizi and
Kelly found that whether one compared individual
stations on the basis of whether or not they
posted prices or compared geographical areas
according to the percentage of stations posting
prices, price posting was associated with lower
prices. As in the case of Cady's study of pre-
scription drug prices, Maurizi and Kelly estimated
that more extensive posting of gasoline prices
could save consumers hundreds of millions of
dollars per year.

Time Comparison Studies

Studies which compare a situation before and after
an information disclosure initiative vary in their
sophistication. For example, Stuart Baron of
Group Legal Services, Inc. (cited in Andrews,
1980) told the American Bar Association's Com-
mission on Advertising that his firm's advertising
generated sufficient legal work to enable it to
keep legal fees from rising. This presumes, of
course, that fees would have risen without the
advertising and that advertising was the reason
that the firm generated more business. It is
possible, however, that the firm's practice might
have grown anyway through word-of-mouth publicity.

The Federal Trade Commission conducted a somewhat
more convincing study of the impact of disclosure
requirements in the Magnuson-Moss Warranty Act.
Among other things, the Tegislation sets the con-
ditions under which a warranty may be called "full"
or "Timited." Critics of the legislation predict-
ed that rather than meet the stringent require-
ments of a full warranty, companies would cut back
or totally drop their warranty coverage, thus

giving consumers Tless rather than more protection.
In other words, since warranties are essentially
promotional devices, a firm would have 1little
incentive to provide extensive coverade under a
warranty that must be labeled "Timited." A survey
conducted by the National Association of Service
Managers (1977) seemed to document this prediction
(although its research methods were open to
attack), so the Federal Trade Commission designed
its own study, (Schmitt, Kanter, and Miller,
1979).

To measure warranty coverage prior to the Act, the
F.T.C. went back to the 103 warranties studied in
a 1974 House of Representatives Staff Report.
While recognizing that these warranties cannot be
taken as representative of all warranties, the
F.T.C. reasoned that these warranties should not
have been affected by the Magnuson-Moss Act any
more or less than other warranties.

The F.T.C.'s findings turned out to be in sharp
contrast to those of the National Association of
Service Managers. The Commission found that:

(1) the number of "full" warranties rose after
the Act,

(2) only two of fifty-one companies switched
from "full" to "limited" warranties, and

(3) overall warranty coverage (in terms of
duration, scope, and remedies) increased
after the Act.

Thus, the Commission's study suggests that the

Act generated both use benefits for consumers who
want clear information on warranty coverage and
non-use benefits for consumers who do not consider
warranty coverage in their purchase decisions.

Evaluation of Existing Studies

Although the Titerature on non-use benefits has
methodological deficiencies (to which we will
return shortly), the most striking and disappoint-
ing feature of the literature is the paucity of
studies. There are numerous studies documenting
user benefits (or their absence), but I have cited
almost all of the studies of how information dis-
closure reforms enhance market structure and
market performance, and thereby benefit all con-
sumers, It may be too soon to expect studies of
the non-use benefits of energy-efficiency labels
on appliances or tire performance labels, but one
would hope that the necessary baseline data are
being collected. And where are studies of laws
that have been in effect for several years, like
the Real Estate Settlement Practices Act or unit
pricing in certain states?

Perhaps the serious methodological difficulties in
conducting evaluation studies of non-use benefits
partly explains their absence. Phillips and
Calder (1979, 1980) do an excellent job of review-
ing problems of validity that plague quasi-
experimental designs such as those used in the
existing Titerature.

The most serious problem with studies which con-
pare reform states with no-reform states (regard-



less of whether pre-reform measures are taken) is
the non-equivalence of the two types of states.
One can never be sure whether differences found
are attributable to the information disclosure
reform or to something else which systematically
distinguishes the two types of jurisdiction. For
example, states with better educational systems
might produce citizens more able to press for
information disclosure requirements and managers
more able to run efficient firms offering Tower
prices. If this is the case, it could be a mis-
take to attribute the Tower prices to the dis-
closure Taw.

The problems of the research design which com-
pares reform and no-reform jurisdictions can be
substantially reduced in two ways; however. One
is to take pre-reform measures (preferably
several measures) in all jurisdictions. This
underscores the importance of early planning in
the evaluation process. The second way is to
collect data from as many different jurisdictions
as possible. This minimizes the chance that
some third factor explains the presence or
absence of an information initiative as well as
some change in market structure and market per-
formance.

Studies which are confined to the comparison of
one jurisdiction over time are even more method-
ologically circumspect. Here, the major problem
is the possibility that history, maturation, or
Jjust the act of testing accounts for any observed
changes rather than the information disclosure
reform. For instance, the F.T.C. observed an
improvement in warranty coverage subsequent to
the Magnuson-Moss Warranty Act. Is it possible,
though, that there has been a Tong-term trend
toward improving warranty coverage independent of
the Act? Or perhaps something else happened in
the period studied which encouraged manufacturers
to improve warranty coverage, say, more consumer
activism. It might even be that the earlier
House Staff Report served as a catalyst for
improving warranties in the companies surveyed;
therefore, it might have been the earlier study
rather than the legislation which caused the
warranty improvements.

The same types of problems would hamper an
evaluation of the warnings on cigarette packages.
One would have to know what cigarette consumption
would have been without the warnings. If a con-
sumption decline had occured, would it have been
accurate to attribute the decline to the warn-
ings?

Again, such one-group designs can be improved by
the taking of repeated measures both before and
after the information disclosure initiative. This
is called an "interrupted time series design."
Yet, the absence of a control or comparison

group still Teaves open the possibility of rival
explanations. Where possible, then, evaluation
studies should: (1) compare jurisdictions with
and without the disclosure and (2) take repeated
measures both before and after disclosure.

Conclusions

The focus of this paper has been on non-use
benefits, but it must be remembered that there are
non-use costs as well. The most obvious case is
when information disclosure initiatives drive
prices upward. Suppose, for example, that unit
pricing adds to the cost of operating a grocery
store and that the added expenses result in higher
food prices. The higher prices are imposed on all
consumers. Some consuniers, by astute use of the
unit pricing data, may still come out ahead, but
non-users of the information will not. Thus, if
information disclosure results in higher prices
(or Tower quality), a redistribution of wealth
occurs from non-users to users. This becomes all
the more disquieting when one recalls that Tow-
income consumers are most likely to be non-users
of information (Mayer and Nicosia, 1976).

Fortunately, from the point of view of advocates
of consumer information, the research on non-use
costs is as weak as it is for non-use benefits.
Price increases, quality declines, and reduced
competition are attributed to information dis-
closure reforms without considering rival explana-
tions. In addition, the data is usually gathered
and the evaluations sponsored by the affected
industries--hardly disinterested parties. Besides
the necessity of accurately measuring the non-use
costs of disclosure, there is an additional caveat
before embarking on future studies of non-use
benefits. The absence of such benefits does not
necessarily mean that disclosure has not been
worthwhile. For one thing, disclosure may only
have been intended to provide benefits to informa-
tion users (e.g., octane labeling). More impor-
tant, information may be used and appreciated but
not alter consumer behavior - and therefore not
create "signals" to sellers to change their be-
havior (Scammon, McNeill, and Preston, 1980). The
availability of the information may nevertheless
have the positive effect of reducing consumer
search time, uncertainty, and anxiety.

In sum, attention must be expanded to non-use
benefits and costs without Tosing sight of the
benefits and costs incurred by information users.
Further, research designs must be employed that
minimize threats to the internal validity of the
findings. Information formats must be designed
which stimulate and facilitate the use of informa-
tion by consumers. Only in these ways can those
information disclosure reforms that truly benefit
consumers be selected and implemented.
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CONSUMERISM IN THE 70's:

THE

EMERGENCE OF NEW ISSUES

Robert N. Mayer, University of Utah1

Abstract
This paper examines changes in the consumer
movement during the 1970's by identifying four
new conceptions of the consumer: the involun-
tary consumer, the consumer as taxpayer, the
consumer as national citizen, and the consumer
as planetary citizen. Each of these four
expanded views of the consumer entails the
incorporation of new issues and the forging
of new political alliances. The paper assesses
the meaning of these changes for the political
prospects of consumerism in the 1980's.

Introduction

In an article published in May of 1980, Robert
Herrmann (1980, p. 227) made the prescient
statement that the public's "support for con-
sumer protection regulation appears to be peak-
ing out." With the defeat in November, 1980
of so many pro-consumer senators, one might add
that the congressional resources of the consumer
movement are dwindling as well. In order to
assess the prospects of consumerism in the
1980's, it is worth examining what happened to
the consumer movement during the 1970's.

The central thesis of this article is that during
the 1970's the consumer movement in the United
States dramatically expanded its conception of
what constitutes a consumer issue. In the process
of incorporating new types of issues, the move-
ment entered into new alliances, making both

new friends and new enemies. The purpose of

this paper is to document this expansion in
consumer issues and to speculate on its meaning
for the political prospects of consumerism in

the 1980's. The major sections of the article
correspond to four broader ways of viewing the
consumer: (1) the involuntary consumer, (2) the
consumer as taxpayer, (3) the consumer as
citizen, and (4) the consumer as planetary
citizen.

Definitions and Methods

This article contends that the consumer movement
in the United States greatly expanded the kinds
of issues it was willing to tackle during the
1970's. MWhether this represents an abandonment
or an expansion of the goals of consumerism by
movement organizations depends on how one
defines the term "consumerism."

Some authors define consumerism quite narrowly

as the effort to increase the rights and powers
of buyers compared to those of sellers (Kotler,
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19725 Furness, 1976). Accordingly, the broadening
of issues we are about to describe could be inter-
preted as an abandonment of consumerism.

Other definitions of consumerism allow one to view
the consumer movement more broadly. For example,
Buskirk and Rothe (1970, p. 62) define consumerism
as the seeking of "redress, restitution, and
remedy for dissatisfaction in acquiring the means
to maintain their standard of 1iving." The term
"standard of Tiving" is vague enough to include a
variety of issues. Similarly, Scott Maynes (1976,
p. 306) defines consumerism as "the articulation
of consumer discontent and the furtherance of
corrective actions." This definition begs the
question: consumer of what?

5ti11 other definitions explicitly recognize the
broadening scope and variety of consumer issues.
McGowan defines consumerism as:

a social movement to inform consumers so that
they can make knowledgeable judgments regard-
ing purchases of private and public goods. It
is a movement to further corrective action
against the misuse of both market and politi-
cal power held by the suppliers of these
goods. It is also a movement to make con-
sumers aware of their responsibilities to

deal openly and honorably with those from whom
they purchase goods and services (1978, p. 6).

Note this definition's inclusion of issues con-
cerning (a) public goods, (b) the misuse of
political in addition to economic power, and
(c) consumer responsibilities.

Day and Aaker (1970) also emphasize the evolving
nature of consumerism in their definition. They
write that consumerism is "the widening range of
activities of government, business and independent
organizations that are designed to protect indivi-
duals from practices (of both business and govern-
ment) that infringe upon their rights as con-
sumers" {p. 13). We argue here that the broader
definitions more adequately capture the nature of
consumerism as the 1980's begin.

Besides defining consumerism, it is also necessary
to state what is meant by the consumer movement.
If the consumer movement is defined as all those
individuals and organizations who support the
goals of consumerism (whether broadly or narrowly
conceived), then the movement is extremely heter-
ogeneous. It includes political activists, educa-
tors, consumer affairs professionals in business,
trade unionists, journalists, government citizens,
and average citizens. It includes some organiza-
tions and individuals who operate at the national
level but also some whose activities are confined
to narrow geographical areas. It would be
difficult to speak of this large and diverse group
as sharing a single position on any particular |



issue, let alone on a range of consumer issues.

For the purpose of documenting changes in the
types of issues addressed by the consumer move-
ment, we use a deliberately narrow definition of
the consumer movement. Otherwise it would be im-
possible to speak of the movement as having coher-
ent positions on particular issues. The consumer
movement is therefore defined here by the activi-
ties of specific actors--Ralph Nader and the vari-
ous units of Public Citizen, the Consumer Federa-
tion of America, the National Consumers League,
and Consumers Union. In other words, we are de-
fining the consumer movement in terms of its lead-
ing national organizations.

Note that the decision to define the consumer
movement in terms of only a,few, nationally-
oriented organizations is strictly pragmatic;

it is not meant to deny the substantial con-
tributions of consumerists in the business,
labor, education, and governmental communities.
Rather, this definition is chosen because it
focuses on those elements of the consumer move-
ment that (1) play the greatest role in bringing
issues to the public's attention, and (2) display
a high degree of agreement on these issues.

A final issue needs to be addressed--by what
criteria is an issue to be judged as having
been incorporated by the consumer movement?
Is verbal support for a particular position
sufficient evidence, or is lobbying activity
necessary before the consumer movement can be
said to have incorporated a new issue? And
how much Tobbying is enough?

Crenson (1971), in his study of air pollution,
suggests that "issueness" can be measured along

a continuum depending on the extent to which
community leaders take public stands on a pro-
blem. In other words, Crenson considers verbal
communication (e.g., through publications,
testimony, speeches, or press releases) a
sufficient measure of position-taking on issues.
In T1ight of the centrality of "consciousness-
raising" and constituency expansion" (Nadel,
1971) as goals of the consumer movement, verbal
support is used here as a sufficient indicator

of the consumer movement's position on particular
issues. This choice has clear methodological im-
plications. It means that the assertions in this
article are based on the publications, testimony,
and public pronouncements of the members of the
consumer movement rather than on "stronger" mea-
sures of position-taking.

The Involuntary Consumer

Prior to 1970, the consumer movement primarily
concerned itself with firmly establishing the
four consumer rights enunciated by President
Kennedy. These were the rights to safety, infor-
mation, choice, and a fair hearing from govern-
ment. Common to all four of these consumer
rights was the image of the consumer as an indi-
vidual engaging in voluntary transactions in the
economic marketplace for products and services
for personal use.
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As these four basic consumer rights became estab-
lished, the demand for an additional consumer
right surfaced--protection from involuntary con-
sumption of air and water pollution, radiation,
and noise (Nader, 1978). The call for environ-
mental protection as a consumer right was not
simply a function of the growing strength of the
environmental movement. It can also be attributed
to the central role of the automobile industry as
a target for consumer criticism. As early as
1965, Ralph Nader had criticized automobile manu-
facturers for their lack of concern about air pol-
lution. Nor was it an accident that one of the
very earliest reports by "Nader's Raiders" was
Vanishing Air, a study of air pollution by John C.
Esposito (1970). In the foreward to this book,
Nader wrote that air pollution "amounts to compul-
sory consumption of violence...There is no full
escape from such violent ingestions, for breathing
is required" (p. viii).

At first glance, the dangers of pollution may seem
a simple extension of the oldest consumer issue,
safety. Don't adulterated meat and dangerous
drugs have the same effects on human health as
polluted air and water? The key differences are,
however, that environmental problems are (1) borne
by the consumer whether or not he/she has contri-
buted to the problem, and (2) difficult or impos-
sible to escape through individual action. For
example, consumers who ride bicycles to work still
must breathe the air dirtied by people who commute
by car. In addition, the possibilities of indivi-
dual action to escape the air pollution are limit-
ed to wearing a gas mask or relocating one's home.
Both of these gualities of environmental problems
result from the fact that a pollution-free
environment is a public good--something whose use
cannot be rationed to particular users and whose
maintenance requires collective action (or collec-
tive restraint).

Economists have captured the difference between
the safety issues posed by adulterated food and

by polluted air in the concept of "external cost."
The dangers associated with using a particular
product (whether or not the consumer realizes and
consciously accepts these risks) are "internal
costs." Internal costs are imposed in voluntary
transactions on the person who initiates and in-
tends to benefit from an act of consumption or
production (Dolan, 1971). External costs, in
contrast, are imposed involuntarily on parties who
were not meant to benefit from the activity in
question,

The fact that some threats to consumer safety are
accepted while others are unanticipated compli-
cates and crosscuts the distinction between tradi-
tional safety issues and environmental safety
issues. For instance, consumers knowingly accept
the risk of driving an automobile, but they are
enraged by unnecessarily dangerous design features
(e.g., those of early Pinto models). Yet, the
same distinction between witting and unwitting
acceptance of danger applies to environmental pro-
blems. Consumers realize that they are polluting
air when they drive cars, but they didn't know
until recently that their use of aerosol cans
might be depleting the ozone layer in the atmos-



phere. Yet, both of these environmental pro-
blems--poTluted air and ozone depletion--
involve the deterioration of the atmosphere
(a public good) and require collective action
to ameliorate.

The consumer movement's new concern with involun-
tary consumption of environmental public "bads"
has led it into some new fields and alliances.
The best example of this regards the issue of
nuclear power. MNader has long opposed nuclear
power on safety, environmental, and economic
grounds, and the remainder of the consumer move-
ment has generally taken the same stand. This
position has helped forge a link between the
consumer and environmental movement. With the
benefit of hindsight, this coalition seems
natural and unproblematic. VYet, at the beginning
of the 1970's, some Teaders of the environmental
movement mistakenly perceived consumerists as
only interested in getting the most for their
money and not considering whether the good was
worth having in the first place.

The anti-nuclear position of the consumer move-
ment did not come without its costs. At least
initially, it strained the long-standing coali-
tion between consumerists and organized labor.
Recently, however, this tension has been reduced
as labor begins to see the job-creating potential
of "soft energy paths"  (Grossman, 1977; Cali-
fornia Public Policy Center, 1978).

From a concern with the possible radiation
dangers of nuclear power, the consumer move-

ment seems to be increasingly supportive of
renewable, nonpolluting, decentralized sources

of power. For instance, consumer advocates
lobbied against the Clinch River Breeder Reactor,
against construction of federal storage facili-
ties for radioactive wastes, against synthetic
fuel development programs, for careful control

of overseas sales of nuclear technology, and

for solar energy development (Public Citizen,
1978, 1979). These energy issues are in addi-
tion to and quite apart from those concerning

the structure of the energy industry, decontrol
of energy prices, and imposition of a windfall
profits tax. The latter energy issues can be
thought of as part of the traditional consumerist
concern for competition and low prices, that is,
the right to choice.

The consumer movement's focus on involuntary
consumption of industrial by-products has led

it down an additional path--concern with worker
health and safety. Over the Tast five years,
consumerists have joined forces with labor in an
attempt to reduce worker exposure to asbestos
(National Consumers League, 1980), cotton dust,
and other carcinogenic substances. In some
instances both workers and consumers are exposed
(for example, pesticides). In other cases, con-
sumer concern stems simply from the thought of
buying an item that involved polluting a worker
in the process of its production (for instance,
chloroform). Interestingly, this "new" consumer
issue harkens back to the very earliest consumer
activism at the turn of the 20th century.
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In summary, the consumer movement has expanded its
concerns by recognizing that some consumption is
involuntary. From an early focus on air pollu-
tion, the consumer movement today appears to be
developing a coherent position on energy develop-
ment, hazardous wastes, and pollution in the work-
place. These concerns have become institution-
alized through the formation of organizations

such as Public Citizen's Health Research Group

and the Solar Lobby.

The Consumer As Taxpayer

While consumer protection is not inherently anti-
business, consumer reforms often entail a reduc-
tion in the perogatives, privileges, and occa-
sionally profits of business. It was therefore
only a small step for the consumer movement to
begin challenging the tax benefits and subsidies
received by business from the federal government.
(Of course, consumer education has traditionally
covered the topic of paying taxes, but the share
of the tax burden shouldered by consumers and the
cost-effectiveness of government expenditures are
relatively new issues.)

Specifically, consumerists have sought to close
tax Toopholes which benefit either Targe corpora-
tions (for instance, windfall profits tax and
capital gains tax) or simply wealthy individuals.
This goal is clearly stated in the Consumer Feder-
ation of America's Policy Resolutions:

Consumers demand a progressive and quitable
tax structure. The present system which
forces Tow and middle income consumers to sub-
sidize corporations is intolerable. Since low
and middle income consumers, unlike the
wealthy, cannot avail themselves of devices
designed to effectively reduce their taxable
income, the progressive nature of the system
is severely eroded. Legislation should be
enacted which comprehensively corrects the
abuses of the present system by eliminating
wasteful, expensive, and unfair tax prefer
ences. This will insure that adequate tax
revenues will be available for future govern-
ment needs and that those revenues will be
contributed fairly by all citizens according
to their ability to pay (Consumer Federation
of America, 1977, p. 26).

This document goes on to strongly recommend that
capital gains be treated as ordinary income, that
business should not be allowed accelerated depre-
ciation, and that tax shelters be eliminated.

Another example of concern over the distributional
effects of tax policy relates to property-tax
Timitation measures. In analyzing California's
Proposition 13, for example, Consumer Reports
(1979) notes that people who use their land for
commercial purposes benefitted more than home-
owners and that the "benefit gap" between the two
is likely to widen in the future. The article's
conclusion is that there are more equitable ways
to 1imit taxes and cut government spending.

The broadening of consumer issues to include tax-



payer issues has resulted in the formation of new
organizations like Public Citizen's Tax Reform
Research Group. More interesting are the new and
sometimes unlikely political alliances that have
resulted. In seeking to combat a pro-rich bias
in tax laws, for example, the consumer movement
has strengthened its ties with civil rights
groups--a connection which goes back to earlier
consumerist concern with abuses in the ghetto
marketplace (Caplovitz, 1963; Magnuson and Carper,
1968). Similarly, in championing equal tax
treatment for people Tiving in different house-
hold arrangements (for example, cohabitation vs.
marriage; single vs. married), the consumer move-
ment has formed an implicit alliance with the
various groups pressing for civil liberties (for
instance, single parents and homosexuals)-- and,
of course, alienated groups opposing these
changes.

The counterpart of tax benefits is government
subsidies. Consumerists have fought against
price supports, subsidies, public works projects,
energy development programs, and defense pro-
jects that they consider wasteful of taxpayer
dollars or not in the best interest of consumers.
Recent examples include opposition to increased
agricultural price supports, the B-1 bomber, a
number of water projects, the synthetic fuels
program, orbiting solar collectors, and Toan
guarantees for Chrysler. In opposing these
subsidies, the consumer movement has alienated
the groups and industries that would benefit from
them. Interestingly, though, consumerists have
often been joined in their opposition by segments
of the business community. For instance, Ralph
Nader was joined by General Motors chairman
Thomas A. Murphy and by Milton Friedman in oppos-
ing Chrysler bailout (Newsweek, 1979), and
spokesman for both the Consumer Federation of
America and Gulf 0i1 camre out against the
synt?etic fuels program (Baldwin and Poldhorzer,
1980).

A further example of how involvement in taxpayer
issues has led the consumer movement into some
new alliances concerns taxpayer privacy. Liber-
tarians have traditionally opposed consumer
reforms because these reforms usually impose
restrictions on the freedom of action of both
firms and consumers. But libertarians and con-
sumerists fought together in establishing
certain taxpayer privacy safeguards. For
example, both groups supported the 1976 law
which prohibits the access of law enforcement
officials to tax returns unless the officials
can convince a judge that there is cause to
believe that the taxpayer has engaged in criminal
activity.

The consumer movement's new departure into the
expenditure functions of the federal government
may prove to be a mixed blessing. On the one
hand, the involvement has broadened the move-
ment's constituency and potential allies. On

the other hand, though, the number of potential
issues is enormous. The attempt to take a stand
on all of them could easily distort the move-
ment's identity and stretch its limited resources
too far. For example, what should be the consumer
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position on the proposed value added tax? What
kind of tax cut should consumerists support (if
any)? What stand should the consumer movement
take on the MX missle system and other defense
programs? The problem is not just that the devel-
opment of a coherent position on such policies
will require enormous amounts of time and
expertise. It is also that taking stands on tax
and expenditure issues could create cracks in the
consumer coalition itself (Vogel and Nadel, 1976).

The Consumer As National Citizen

One of the four traditional foci of consumer
activism is establishing the consumer's right to
be heard by government. The long, and to date
unsuccessful, battle over an agency for consumer
advocacy and representation (Schwartz, 1979) and
the initiation of public participation funding
are prime examples of this long-standing consumer
issue.

During the 1970's the consumer movement broadened
its concern over the administrative responsiveness
and fairness of the federal government. The
thrust of its efforts was to reduce the influence
of powerful special interests in elections as well
as in the legislative and regulatory activities

of government.

Probably the most successful and far-reaching
efforts of the consumer movement to make govern-
ment more open, responsive, and honest were aimed
at political campaigns. Working with a variety
of neo-progressive groups (1ike Common Cause)

and organized labor (Epstein, 1979), consumer
activists have achieved a number of campaign con-
tributions and spending. Another major reform
was the public financing of presidential elec-
tions. The consumer movement and its allies have
been unsuccessful in extending public financing
to congressional campaigns. (Few incumbents are
willing to vote away the electoral advantages of
incumbency.) Consumerists are continuing to press
for it (Consumers Union, 1978) din light of the
role of campaign contributions in unseating so
many pro-consumer senators in the 1980 elections.

Parallel to the consumerist concern for fair
elections is the concern for fair legislative and
regulatory activity. To reduce the buying of
votes, the consumer movement has supported rules
to 1imit the outside income that can be earned by
congressmen. To the same end, Mark Green and
Andrew Buchsbaum of Congress Watch recently pub-
Tished a detailed account (costing $25 a copy!)

of the activities of two extremely powerful cor-
porate lobbies - the Chamber of Commerce and the
Business Roundtable (Green and Buchsbaum, 1980).
In addition, the consumer movement has attempted
to increase the accountability of congressmen by
collecting and disseminating information on voting
records (Consumer Federation of America and Public
Citizen's Congress Watch, in particular).

Consumerists have also lobbied aggressively on
several issues concerning regulatory activities.
They have sought to establish and strengthen "
"revolving door" Taws designed to reduce "bureau-



cratic capture" (Kramer and Graham, 1978).
Consumerists have also opposed permitting con-
gressional vetos of regulatory agency decisions
(0'Reilly, 1979). In addition, consumerists

have resisted attempts to ease the legal require-
ments for challenging federal regulations. This
change, embodied in the Bumpers Amendment, would
shift the burden of proof in judicial challenges
to regulatory decisions from the challenger to
the agency (Light, 1979).

An exception to the consumerist support for
reforms which increase the public accountability
of government has to do with "sunset" provisions.
Such provisions set a termination date for an
agency (for example, the Consumer Product Safety
Commission) in order to assure that its activi-
ties will be thoroughly reviewed and analyzed.
Sunset rules usually apply to new agencies, but
they could be applied to established agencies

as well.

The consumer movement has had some difficulty

in formulating a consistent position on sunset
rules. The rules certainly have an initial
appeal. Yet the movement has generally opposed
them for several reasons. One reason is the
fear that programs that took years to legislate
might be eliminated by a successful filibuster,
an intense Tobbying effort, or a Presidential
veto. Another basis for opposition is the like-
lihood that corporate welfare programs will fare
better than human welfare programs because the
former have better-financed and better-organized
constituencies. Finally, in the case of the
National Consumer Cooperative Bank, consumerists
felt that the bank would have difficulty obtain-
ing Tong-term loans if creditors thought the
Bank might be abolished (Public Citizen, 1979).

With the exception of sunset rules, then, the
consumer movement has vigorously supported a
variety of governmental reforms designed to
insulate the political process trom special
interest influence and to open the process to
the general public. Because these political
reforms enhance the prospects for more narrowly-
conceived consumer reforms, this expansion of
consumerist activity is Tikely to remain a
central feature of the consumer movement.

The Consumer As Planetary Citizen

To this point we have examined three ways in
which the consumer movement has expanded its
conception of the consumer and thereby of what
constitutes a consumer issue. MWe have described
issues associated with the "Involuntary Con-
sumer," "Consumer as Taxpayer," and "Consumer

as National Citizen." Despite a variety of new
alliances and new consumer organizations, the
political tactics used to press these issues
have not differed greatly from the tactics

used to establish the consumer rights to safety,
information, choice, and representation. In
presenting a fourth and final category of new
consumer issues, we will note a shift in poli-
tical tactics along with a further broadening
of what constitutes a consumer issue.
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A1l three of the new types of consumer issues
already discussed have direct relevance to
American citizens as individuals--whether as con-
sumers, taxpayers, or voters. A fourth set of new
consumer issues has little direct impact on the
individual; it is composed of moral issues con-
cerning the well-being of other people or other
living creatures.

Perhaps the best example of a consumer issue
which was raised for the benefit of other con-
sumers is "dumping." Dumping refers to the export
of goods that are not considered safe enough for
consumption by American consumers. (Note that
this differs from another type of dumping--the
pricing of exported goods below production cost
or below domestic prices.) Instances of the
exportation of banned products include: c¢hild-
ren's pajamas treated with Tris, a carcinogenic
flame retardant; the Dalkon Shield intrauterine
device, a cause of several serious medical pro-
blems; Depo-Provera, an injectable contraceptive
shown to cause malignant tumors in laboratory
animals; and baby pacifiers and teething rings
which did not meet U.S. Consumer Product Safety
Commission standards (Dowie, 1979). Dumping has
no direct adverse consequences for American con-
sumers--except when banned pesticides return to
the United States in crops Tike bananas and coffee
(Weir, Shapiro, and Jacobs, 1979). Yet, because
consumerists have begun to take a global point of
view, dumping has become a controversial issue.

The sale of infant milk formula in developing
countries is a special case of dumping because the
product is safe in itself. When infant formula is
used in the economic and hygienic context of less
developed countries, however, it can become
dangerous. The formula is often diluted (to save
money) and mixed with unsterilized water, result-
ing in disease, malnutrition, and sometimes death
(Post and Baer, 1978). The consumer movement has
Jjoined with several church groups in opposing the
sale of infant formula abroad. The most prominent
of these religious groups which have become allies
of the consumer movement are the Interfaith Center
on Corporate Responsibility and the Third World
Institute of the Newman Center (Garson, 1977).

Two political tactics have been used by the
opponents of infant formula exportation. One is
a consumer boycott against Nestle, a Teading
seller of infant formula. The boycott aims at
reducing sales of every product bearing the
Nestle name, from Taster's Choice Coffee and
Nescafe to Stouffer's dinners and Jarlsburg
cheese., The second tactic is the generation of
adverse publicity through the introduction of
shareholder resolutions and solicitation of proxy
votes. For example, the Interfaith Center on Cor-
porate Responsibility has attempted for the past
five years to get American Home Products Corpora-
tion to end the sale of infant formula in less
developed nations.

This "politicization" of the consumer and stock-
holder (Vogel, 1978) characterizes the fight over
other new consumer issues where no direct harm
occurs to American consumers. Rather, concern
focuses on deficiencies in the conditions under



which goods are produced, that is, where con-
sumers may be considered complicitous, however
indirectly. Prime examples are concern over
(1) business investment and loans in South
Africa (Purcell, 1979) and, closer to home,

(2) the anti-labor policies of Gallo and J.P.
Stevens (National Consumers League, 1978). It
might be said that these issues are originally
occupational or political in nature, but that
they become consumer issues when consumer boy-
cotts are used as political tactics. (Interest-
ingly, the very first consumer organizations at
the turn of the 20th century used consumer boy-
cotts to improve working conditions.) Still,
to the extent that the consumer movement has
championed these worker issues, it reflects a
broadening of perspective and should strengthen
the movement's ties with civil rights groups
and organized labor.

A final set of new consumer issues emerging from
a view of the consumer as a planetary citizen
concerns the rights of non-human consumers, that
is, animals. The inadvertent killing of por-
poises in the process of harvesting tuna is

one example. Another is the hunting of baby
seals to be used for coats. In both cases,
these are consumer issues because the harm to
animals is part of the process of producing a
good for human consumption.

Thus, the consumer movement has expanded its
concern to cover problems that do not directly
affect the health, safety, or even pocketbooks
of consumers., Rather, this final category of
new consumer issues is composed of moral issues
which presuppose that consumers perceive a Tink,
however indirect, between their welfare and
that of other consumers and other species.
addressing these moral issues, consumerists
have generally played a secondary role compared
to labor, religious, civil rights, or environ-
mental group more directly affected. But the
added political clout provided by the consumer
movement has been fimportant.

In

Conclusion

In a 1970 article, Day and Aaker (1970) predicted
that consumerism would eventually "subsume, or be
subsumed by two other areas of social concern:
distortions and inequities in the economic envir-
onment and the declining quality of the physical
environment." The two authors also approvingly
cite Yohalem's (1970) view that the ultimate

goal of consumerism is to end hunger and malnu-
trition, educate and train the disadvantaged,
alleviate pollution, in short, to solve social
problems.

It is clear that the consumer movement has widen-
ed the scope of its concerns, but has it been
subsumed or has it done the subsuming? Further,
has the transformation weakened or strengthened
the consumer movement?

The answers to these questions depend on whether
one defines the consumer movement by reference to
certain goals. This paper chose to focus on a
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few important organizations, observed a broadening
of their goals, and therefore concluded that the
goals of consumerism and the consumer movement
have been transformed. One might make the
opposite argument, however, that consumerism re-
mains the same (i.e., the pursuit of safety,
information, choice, and redress) but the organi-
zations that once constituted its base have moved
beyond the consumer movement.

Either interpretation is possible, but the author
believes that the first explanation makes more
sense. That is, the goals of the consumer move-
ment are defined by the goals of consumer-oriented
organizations. As the goals of these organiza-
tions have changed, so has the nature of the con-
sumer movement and consumerism.

The consumer movement has incorporated some goals
from other social movements (e.g., reduce pollu-
tion and protect worker health), and it has
defined some entirely new goals (e.g., prevent

the exportation of hazardous substances). What
makes it difficult to distinguish the consumer
movement from a variety of other social movements
with which it enters into alliances and coalitions
is that the consumer movement has greatly expanded
its conception of what constitutes a consumer.

The consumer is now conceived as "buying" private
goods (e.g., cars and houses), environmental goods
(e.g., clean air), public services (e.g., national
defense), governance services (e.g., legislative
and administrative activities), and moral goods
(e.g., protection of consumers in other nations).
The common thread that unites these new concep-
tions of the consumer is that people consume as
members of a collectivity. In a sense, the "con-
sumer" has become the "citizen," and the consumer
movement has become an umbrella for organizations
pursuing citizen issues.

The sociological literature on social movements is
replete with examples of goal transformation
(Gusfield, 1955; Messinger, 1955; Zald and Denton,
1965). In some cases goals become displaced or
abandoned as movement organizations lose sight of
their original purpose and become obsessed with
perpetuating themselves (Michels, 1949). This is
a sign of movement weakness. But movement goals
can also change because the original goals have
been largely attained. This can be a sign that
the movement's organizations have successfully
coped with the problems of finding Teadership,
mobilizing resources, securing public acceptance,
and maintaining supportive relations with each
other and with other social movement (Perrow,
1961). This is known as goal succession rather
than goal displacement.

Thus, the widening scope of consumer issues rep-
resents a positive--although not costless--devel-
opment for the consumer movement. It signifies
that the movement organizations have not become
preoccupied with maintaining themselves for the
sake of providing jobs for their staff. It also
suggests that the consumer movement is accumula-
ting political I0U's from other social movements.
On the negative side, however, the consumer move-
ment may lose the support of those who conceive
of it in & more traditional sense, antagonize



groups that were previously neutral toward con-
sumerism, and be forced to divert its resources
from goal attainment to coordination and public
relations.

It is difficult to assess whether, on balance,
the consumer movement has benefitted from the
broadening of its goals and whether it will
continue to do. The consumer movement will
Tikely restrict its definition of consumer fissues
in the 1980's for two reasons. First, with the
coming of a Republican administration and Senate,
many of the consumer-oriented officials appointed
by President Carter will return to the consumer
movement leadership (although some will un-
doubtedly be lost in a new version of the
"revolving door"). These former officials will
likely have learned the importance of defining
issues in concrete and practical terms rather
than in moral and ideological terms.

The second reason is that with the defeat of
the consumer protection agency, the consumer
movement rededicated itself to organizing on
the state and local levels. At these levels,
consumerists will find that the most salient
issues are inflation, taxation (but not, so
much, government spending), and consumer decep-
tion. Thus, in rebuilding its political base,
the consumer movement will Tikely emphasize
more traditional consumer issues. The movement
will from time to time lend its support to the
efforts of environmental, labor, clean govern-
ment, religious, and civil rights groups, but
the consumer movement will be busy forging its
own--and more narrow--agenda for the 1980's.

References

R.L. Baldwin and Michael Poldhorzer, Addresses
Before the American Council on Consumer Interests,
San Diego, California, April 18, 1980.

Richard H. Buskirk and James T. Rothe, "Con-
sumerism - An Interpretation,” Journal of Market-
ing 34 (October, 1970), 61-85.

California Public Policy Center, Jobs From the
Sun (Los Angeles: California PubTic Policy
Center, February, 1978).

David Caplovitz, The Poor Pay More (New York:
The Free Press, 1963).

Consumer Federation of America, "Policy Resolu-
tions," Washington, D.C., 1977.

Consumers Union, "Business Lobbying: Threat to
the Consumer Interest," Consumer Reports 43
(September, 1978) 526-531.

, "Proposition 13: Who Really Won?"
Consumer Reports 44 (September, 1979), 546-548,

Matthew A. Crenson, The Un-Politics of Air Pol-
lution (Baltimore: Johns Hopkins Press, 1971).

George S. Day and David A. Aaker, "A Guide to
Consumerism," Journal of Marketing 34 (July,

140

1970), 12-19,

Edwin G. Dolan, TANSTAAFL: The Economic Strategy
for Environmental Crisis (New York: FHolt,
Rinehart, and Winston, 1971).

Mark Dowie, "The Corporate Crime of the Century."
Mother Jones 4 (November, 1979), 23-39,.

Edwin M. Epstein, "An Irony of Electoral Reform,"
Regulation 3 (May/June, 1979), 35-41.

John C. Esposito, (New York:

Vanishing Air
Grossman Publishers, 1970).

Betty Furness, "What is Consumerism?" cited in
Laurence P. Feldman, Consumer Protection: Pro-
blems and Prospects (St. Paul, Minnesota: West
PubTishing Co., 1976).

Barbara Garson, "The Bottle Baby Scandal," Mother
Jones 2 (December, 1977), 32-40, 60-62,

Mark Green and Andrew Buchsbaum, The Corporate
Lobbies (Washington, D.C.: Public Citizen, 1980).

Richard Grossman and Gail Daneker, Jobs and Energy
(Washington, D.C.: Environmentalists for Full
Employment, 1977).

Joseph R. Gusfield, "Social Structure and Moral
Reform: A Study of the Women's Christian Emper-
ance Union," American Journal of Sociology 61
(November, 1955), 221-237,

Robert 0. Herrmann, "Consumer Protection: Yester-
day, Today and Tomorrow," Current History 78 (May,
1980), 193-196, 226-227.

Philip Kotler, "What Consumerism Means for Market-
ers," Harvard Business Review 50 (May/June, 1972),
48-57.

Victor H. Kramer and James M. Graham, Appointment
to the Regulatory Agencies (Washington, D.C.:
U.S. Government Printing Office, 1978).

Larry Light, "Senate Approves Proposal Making It

Easier to Contest Federal Regulations in Court,"

Congressional Quarterly Weekly Report 37 (Septem-
ber 15, 1979), 2014,

Warren Magnuson and Jean Carper, The Dark Side of
the Marketplace (Englewood Cl1iffs, N.J.:
Prentice-Hall, 1968).

E. Scott Maynes, Decision-Making for Consumers
(New York: MacMiTTan PubTishing Co., 1976).

Daniel A. McGowan, Consumer Economics (Chicago:
Rand McNally, 1978).

Sheldon L. Messinger, "Organizational Transforma-
tion: A Case Study of a Declining Social Move-
ment," American Sociological Review 20 (February,
1955), 3-10.

Robert Michels, Political Parties (Glencoe,
I11inois: The Free Press, 1949).




Mark V. Nadel, The Politics of Consumer Protec-
tion (Indianapolis: Bobbs-Merrill, 1971).

Ralph Nader, "The Great American Gyp," in David
A. Aaker and George S. Day (eds.), Consumerism,
3rd edition (New York: The Free Press, 1978,
39-52).

National Consumers League, "J.P. Stevens,"
Bulletin 108 (March/April, 1978), 9.

, "Asbestos Update: Home and Work-
place Hazard," Bulletin 120 (March/April, 1980),
L.

Newsweek, "Can Chrysler Be Saved?" August 13,
1979, 40-47.

Kathleen F. 0'Reilly, "Legislative Veto Uncon-
stitutional and Ineffective," At Home with Con-
sumers 1 (November, 1979), 4-6.

Charles Perrow, "The Analysis of Goals in Complex
Organizations," American Sociological Review 26
(December, 1961), 854-866.

James E. Post and Edward Baer, "Demarketing
Infant Formula: Consumer Products in the
Developing World," Journal of Contemporary Busi-
ness 7 (Autumn, 1978), 17-35.

Public Citizen, Congressional Voting Index--
1978 (Washington, D.C.: PubTic Citizen Congress
Watch, 1978).

, Congressional Voting Index--1979

(Washington, D.C.: Public Citizen Congress
Watch, 1979).

Theodore Purcell, "Management and the 'Ethical'
Investors," Harvard Business Review 57 (September/
October, 1979), 24-44,

George Schwartz, "The Successful Fight Against
a Federal Consumer Protection Agency," MSU Busi-
ness Topics, (Summer, 1979), 45-57.

David Vogel, Lobbying the Corporation (New York:
Basic Books, Inc., 1978).

David Vogel and Mark Nadel, "The Consumer Coali-
tion: Dimensions of Political Conflict," in
Robert N. Katz (ed.) Protecting Consumer
Interests: Private Initiative and Public Res-
ponse (Cambridge, Massachusetts: Balinger, 1976).

David Weir, Mark Schapiro, and Terry Jacobs,
"The Boomerange Crime," Mother Jones 4 (November,
1979), 40-48.

Aaron S. Yohalem, "Consumerism's Ultimate Chal-
lenge: Is Business Equal to the Task?" cited in
George S. Day and David A. Aaker, "A Guide to
Consumerism," Journal of Marketing 34 (July,
1970), 12-19.

Mayer N. Zald, and Patricia Denton, "From Evange-
Tism to General Service: The Transformation of
the YMCA," Administrative Service Quarterly 3

141

(September,

1963), 214-234.



CONSUMER POLICY:

THE BALANCE BETWEEW CONSUMER EDUCATION,

INFORMATION, AND PROTECTION

E. Scott Maynes*

Abstract

This presentation has two objectives:

(1) to identify the necessary educational back-
ground for consumer policy analysis;

(2) to discuss selected advantages and dis-
advantages of consumer education, informa-
tion, and protection abbroaches to consumer
policy.

We begin by posing three "tests" for consumers.
The answers to these tests may be regarded as
parables.

Three "Tests" as Parables
Our test takes a true-false format.

From the Consumer Viewpoint:

(1) Interest rate ceilings are
desirable.

(2) Unit pricing has been a

success. (Do not take

account of any non-use bene-

fits of unit pricing.)

(3) Product recalls have failed.

Tor F (?)

Tor F (?)

Tor F (?)

We turn now to the answers.
Interest Rate Ceilings

From the consumer viewpoint, interest rate ceil-
ings are nnt desirable. Let me say why.

The purpose of such ceilings is to make low-cost
credit available to everyone, but especially the
disadvantaged. That this is a desirable objec-
tive, most will agree. Unfortunately, both
deductive arguments and empirical evidence show
interest rate ceilings to be an obstacle to, not
a means of, achieving this end.

The arguments are straightforward. Understand-
ably, lenders in their pursuit of profit will
expect to cover all costs, including losses from
"bad loans." Lenders cover losses from bad
loans by collecting a "risk premium" from all
borrowers, using the funds collected to offset
losses from loans that are not remaid. Under-
standably also, losses from bad loans will be
greater for the disadvantaged who tend to be
poorer risks since often they are irregularly
employed and lack savings or collateral. MWhen
interest rate ceilings are set too low, lenders
cannot collect an adequate risk premium. Under
these circumstances, they adjust by tightening
their lToan standards: they stop making loans to

*Professor, Consumer Economics and Housing,
Cornell University.
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“poor risks," usually the disadvantageous. So,
instead of assuring low-cost loans to the dis-
advantaged, interest rate ceilings may keep this
group from obtaining any loans at alll

This is what economic theory tells us; this is
what many empirical studies confirm [4,7]t The
possiblv deleterious effects of interest rate
ceilings is one of the most firmly grounded
propositions in the consumer credit area. The
fact that many consumerists and some consumer
organizations still lobby strongly for interest
rate ceilings underlines the need for grounding
in economic analysis.

Unit Pricing
Unit pricing has not been a success, or perhaps

more carefully, onlv a partial success. Again,
let me sav why.

The problem that unit pricing addresses is how
the shopper in a supermarket can identify the
cheavest item per unit of purchase, e.g., the
brand/container size of peanut butter with the
lowest price per ounce.

It is the inability of consumers to calculate on
which unit pricing focuses. Hardly a man or woman
is now alive who can calculate aquickly and accur-
ately the unit price of (say) a fifteen ounce con-
tainer whose price is $1.99. Unit pricing does
this for us. 1In this example the correct answer
is 13¢.

But what the unit pricing reform neglected is the
information processing problem posed for the shop-
per when the unit prices are printed on tags and
distributed along fifteen feet of shelf spacing.
Precisely, the task facing the consumer in choos-
ing among 20 brand/container variants, is to make
pairwise comparisons over 19 pairs. In each case
the consumer decides which unit price is lowast,
discards the highest, and carries the lowest for-
ward to the next comparison. This is an error-
prone, time-consuming process. In a little =xperi-
ment conducted with 20 brand/container variants.

it took "shoppers" an average of 52 seconds to
identify the lowest price per unit. What is more,
one out of five erred. Bear in mind that these
results were achieved under the ideal conditions

of an artificial experiment. One solution to

this information processing problem would be the
posting of a 1ist of unit prices for peanut butter,
ordered from lowest to highest by unit price.

This would enable the shopper to quickly and
accurately identify the lowest priced variants.

An experiment, testing this proposal and the
earlier "ordinary" unit pricing format, estimated
savings of at least three percent of sales for

the posting variant and one percent for traditional
unit pricing [13].




But the lesson of this parable is the discovery
of a problem that consumerists, consumer econo-
mists, and economists alike had missed: the
need to be aware of and to take account of how
information is processed.

Product Recalls

Product recalls have both failed and succeeded.
Again, an explanation is in order. The short-
run objective of product recalls is to remove
defective items from the hands of consumers less
they be harmed. Recent articles from Changing
Times [12] and Consumer Reports [5] have docu-
mented the dramatic failure of product recalls
to achieve this goal despite large outlays and
genuine efforts on the part of both manufactur-
ers and government.

But both consumer voices--Changing Times and
Consumer Reports--failed to deal with the long-
run effect of product recalls. This can be
expressed best in a question about a particular
recall, the Corning coffeepots whose handles
occasionally fell off! Can anyone doubt that
Corning Glassworks, maker of the coffeepot, will
be more careful in designing and testing future
products after its recall experience? Consider:

(1) a 10% reduction in Corning's profits in
1979 due to recall expenses;

(2) widespread adverse publicity;

(3) possible product 1iability lawsuits;

(4) a fine of $475,000.

Generalized, the net long-run effect of product
recalls should be safer products (but not per-
fectly safe) for which consumers will pay a higher
price than would have prevailed in the absence

of recalls.

But, again, the lesson is the need for economic
analysis. Both consumer "voices" dealt solely
with the short-run effects, perhaps leading
hundreds of thousands of consumers to conclude
erroneously that product recalls were not in the
consumer interest.

The Lessons

Parables beget Tlessons.
our parables are two:

The Tessons begat by

(1) the centrality of economic analysis, and
(2) the importance of understanding information.

It is the absence of economic analysis that has
led and will lead innocent but sincere consumers
to believe that interest rate ceilings will
indeed attain their desired end. Similarly, it
is economic analysis that calls our attention

to the long-run as well as the short-run effects
of product recalls. And it is an understanding
of the Tong-run effects that converts our view
of product recalls from negative to positive.

The unit pricing example underlines the need of
students of consumer policy to understand infor-
mation. When information is organized--as in the
Russo oroposal [13]--consumers can digest it more
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readily. As noted earlier, this should result in
a 3% rather than a 1% saving as a result of the
unit pricing reform. Another aspect of under-
standing information, not dealt with in our par-
One of the defects of otherwise commendable Truth-
in- ~__is thev do not relieve the consumer of
the costly and error-prone process of assembling
information. One of the defects of advertisina,
commonly overlooked by its critiques, is its
failure to assemble information, again Teaving
this task to the consumer.

The Approaches to Consumer Po]icy]

It helps to be clear about what one is speaking.
Hence, I will follow Humpty-Dumpty: "When I use
a word, it means just what I choose it to mean--
neither more nor less."

By Consumer Education I mean the develobment and
transmission of knowledge, understandings, and
analytical capacities that will enable the indi-
vidual consumer or consumer units to function
effectively in purchasing, investing, using time,
saving, and that--as citizens--will enable the
consumer to assess alternative policies and
institutions that affect consumers individually
and collectively. Note that this definition
encompasses any level of learning from kinder-
garten to graduate study. Note, too, that it
includes the development of a body of knowledge.
Hence, research on consumer problems, no matter
by whom undertaken, becomes part of the consumer
education process.

The Consumer Information approach to consumer
policy consists of activities and policies,
either voluntary or involuntary, private or
governmental, designed to provide information
pertaining to particular purchases. Examples
would include labeling; information minima such
as weights and measures, unit pricing, quality
rating, price posting, open dating, truth-in-
lending; the use of understandable language in
contracts and warranties; activilies and publica-
tions of product testing organizations; local
consumer information systems [10,14].

Consumer Protection consists of activities and
policies, again voluntary or involuntary, private
or governmental, that prohibit actions or behavior
that is regarded as harmful, require certain
actions or behavior that is desirable, and/or
regulate actions or behavior in a direction that

is viewed as desirable from the consumer viewpoint.

1 . . :
The remainder of the paper was summarized in cur-
sory fashion in Minneapolis.

2Deﬁ‘m’tions are tailored to purposes. You should
know that in an earlier article [Maynes, 8] I
defined "Consumer Protection" to consist, in
essence, of actions or policies designed to pro-
mote consumer sovereignty. Thus it comprised all
three of the elements under discussion here--con-
sumer protection narrowly defined, consumer infor-
mation, and consumer education.



Examples include product recalls; product liabil-
ity laws; product standards, e.g., mandatory
seatbelts, certification of drugs, housing codes,
requirement or minima for healthful ingredients
and prohibition or maxima for harmful ingre-
dients; cooling-off periods for contracts.

These definitions in place, we are ready to con-
sider certain merits and demerits of the three
aporoaches.

The Choice Among Alternative Approaches3

The most attractive property of all three
approaches is that they represent external
economies, conferring benefits on everyone and
not simply on those directly affected. To the
extent that consumer education, information, and
protection approaches are effective, they will
enhance the working of markets and provide bet-
ter market outcomes for everyone. Hence there
is a public interest in the promotion of effec-
tive consumer policy.

Consumer Education

0f the three aporoaches, consumer education, in
my judgment, merits the highest priority. This
is because it enhances the possibility of con-
sumers themselves (1) making optimal choices in
purchasing, investing, and so forth, and (2)
understanding and thus making knowledgeable

assessments of consumer policies and institutions.

In a sense, consumer education "drives" the other
two avoroaches. Better educated consumers will
be better equipped to deal effectively with both
consumer information and consumer protection.

If consumer education is a high priority mission
for the nation, it follows that research should
be a first priority missior for ACCI. The argu-
ment again is straightforward. The quality of
consumer education depends, in part, on the body
of consumer knowledge that we possess. This
body of knowledge, in turn, must be researched-
based if it is to be good.

As the academic arm of the consumer interest,
ACCI should be a focal point for the presentation
and assessment of the research in the consumer
interest. In this role, ACCI should invite and
encourage presentation and narticipation by
researchers from all disciclines and groups:
economists who are not consumer economists,
marketers from the Association for Consumer
Research and elsewhere, sociologists, researchers
associated with public interest research groups.

Assigning a greater emphasis to consumer research
does not imply a neglect of consumer education.
Indeed, an important mission of ACCI is to see

to it that the best fruits of research are made
accessible to consumer educators who are not
themselves researchers.

3For a comprehensive discussion of the issues and
corrective measures in consumer protection, see
[8,9].
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My parables have implications for higher education
also. They underline the need for our graduate
students--whether they study under the banner of
Family Economics, Consumer Affairs, Consumer
Science, Consumer Education, Home Economics, or
Consumer Economics--to master the "necessary"
tools. What are these necessary tools? They
include economics and economic theory, especially
the economics of information, time and industrial
organization; mathematics and quantitative meth-
ods; some exposure to information, processing and
the Titerature of consumer behavior. To what
level of proficiency? So that our graduate stu-
dents can have access to most of the relevant
literature and can compete confidently with other
pure and applied economists and social scientists
at the same level of training. At the same time
there is a parallel need for our undergraduate
students to receive more and rigorous training

in economics, consumer economics (that is, econo-
mics differentiated toward ithe consumer viewpoint,
and ‘quantitative methods).

Let me say one word about the search for a better
means of delivery for consumer education. So

far the printed word has been the chief means

of delivery. ACCI members must be sensitive of

and responsive to the possibilities of computers,
television, and both together as possible vehi-
cles for the future delivery of consumer education.

.4
Consumer Information

First I would Tike to place on the table for your
consideration what I regard as a critical insight
regarding consumer information. My proposition
is that to be effective, information recarding
particular purchases must be:

organized, to permit digestion;

flexible, to fit the canons of consumer
sovereignty. Hence, it should be avail-
able as a single quality index or, in a
form that permits the user to insert his/
her own weights and evaluations.

(1) available at the time of use;
(2) available at the site of use;
(3) assembled;

(4) comparable;

(5) credible;

(6)

(7)

If my "critical insight" stands the test of
criticism, it should form & basis for assessing
alternative consumer information approaches.

The ultimate objective of consumer information
approaches has to be the improvement of the mar-
ket economy in two ways--(1) bv drastically
reducing price dispersion, quality constant,
thus assuring that everyone, even the uninformed
"get more for their money," and (2) by inducing
sellers to offer better quality products ini-
tially. The detection of such long-run effects,
as a research oroblem, is devilishly difficult.
There has been no research so far that even
suggests that our most important consumer infor-
mation institutions--the product testing

4See [2] for a comprehensive treatment.



organizations--have had any influence in reducing
price dispersion. As to inducing better design,
there now comes some tentative evidence from
Germany suggesting that washing machine manufac-
turers, in designing new machines for the Eurooean
market, are taking into account the performance
characteristics assigned heavy weight in the pro-
duct test undertaken by Stiftung Warentest, the
German product testing organization [6]. How
much influence the testing organizations really
have and whether it is to the good remains to be
seen.

An underappreciated problem of the consumer bro-
duct testing organizations is their underfinan-
cing. There are at least two arguments support-
ing the notion that the product testing organiza-
tions are indeed underused and, hence, under-
supported. First, there is evidence that many
consumers fail to realize how badly markets work
[1]. Not knowing this, they do not seek out
Consumer Reports and thus do not contribute to
the greater supply of information that their
subscrintions would support. A second argument
involves the "free rider problem." Here the
problem lies with consumers who recognize the
worth of Consumer Reports but borrow it from
libraries or friends instead of subscribing them-
selves and thus contributing resources to the
production of further consumer information. A
provocative solution to the latter problem is
offered by Beales and Salop [3]) who urge Consumers
Union to sell its ratings for use in advertising
by manufacturers whose products are rated in
Consumer Reports. Their proposal would accom-
plish two ends:

(1) it would provide Consumers Union with
greater revenues, and

(2) given Madison Avenue's flair, it would
amplify the effects of CU's ratings by
rewarding makers and sellers of better
rated, better performing products.

The proposal raises hackles with supporters of
Consumers Union who have elevated into dogma the
notion that "purity," in the form of total non-
association with commercial organizations, is
essential to the credibility of Consumers Union.
Is purity necessary or are reputations of credi-
bility more robust? The continued credibility
of the Michelin Restaurant and Hotel Guide,
published by the Michelin Tire Company--a profit
making organization--suggests that purity is not
a sine-qua non. Further investigation of the

issue is surely in order.

Consumer Protection

Consumer protection measures are intended to
protect all of us against physical or market
hazards some of which we are unaware and others
from which we cannot protect ourselves, even when
we are aware of them. In addition, it is designed
to shield those vulnerable consumers--the aged,
the less educated--who may be open to exploita-
tion when average consumers are not. In the era
just ended it was probably appropriate for stu-
dents of consumer policy to urge consumers to ask

questions of "appropriateness"” and "efficiency"
before advocating a new consumer pratection mea-
sure. Appropriateness would refer to whether a
consumer protection measure would achieve its
intended objective while efficiency referred to
the resources necessary to enforce a consumer
protection measure. The case for benefits for
consumer protection measures was always made and
often optimistically made.

In the just dawning era of Reaganomics and Reagan
ideology, the balance of argumentation will be
reversed. Almost automatically, members of the
Reagan administration will tend to underestimate
the benefits and overestimate the costs and diffi-
culty of consumer protection measures. It will

be the responsibility of students of consumer
policy to redress the balance and to make the
case for consumer protection measures where
merited.
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JOB INSIGHTS FOR CONSUMER AFFAIRS GRADUATES

Robert L. McCleary!

Abstract

Consumer Affairs encompasses a wide range of dif-
ferent responsibilities in business.

Most Consumer Affairs positions are responsible for
dealing with consumers.

Interpersonal skills are extremely important since
dealing with and understanding people is the core
of Consumer Affairs,

For practical considerations, basic business courses
should be mastered to provide an entry into the job
market.

It is important to understand that the title Con-
sumer Affairs Manager describes many different
jobs.

The most common factor is consumer response,

Product information may be the next most
common factor,

Hopefully providing consumer feedback is also
part of the job. From there the differences
multiply.

I can only address Consumer Affairs from my per-
spective which is not valid for the entire job
market universe,

My employer is a manufacturer of basic, durable
goods - housewares, who deals directly with the
consumer only when the retail/wholesale process
fails to work to the satisfaction of the consumer
or when a consumer elects to circumvent the re-
tailer and come directly to the manufacturer; (or
when we choose to service warranties directly with
the consumer).

We have a high volume of consumer mail which re=
uires response and the responders are generally not
college graduates at the E,S. level,

We do look for and encourage our employees to be-
come A.A.S. degree holders.,

We do encourage the able and industrious to get the
B.S., but they then move into other more rewarding
jobs.

The managers and supervisors are chosen based on
their proven ability to supervise groups of people,
manage budgeted funds, and grow to meet the chal-
lenge.

They are usually generalists with multiyear, multi-

IConsumer Affairs Manager, Corning Glass Works

career backgrounds.

They Tearn about Consumer Affairs by trial and
error or not at all.

The good news is that any manager Tooking for a

supervisor or manager in the "Consumer Affairs"

area would be pleased to find an able supervisor
with Consumer Affairs training.

The bad news is you have to have enough basic
business tools to have been hired for some other
reason.,

At Corning, marketing is the most reasonable other
reason; Product Information once was a potential
opportunity but it is Tess so now.

If I were a B,S. candidate in Consumer Affairs,
where would I look for tools to get employment?
Marketing, Accounting, Q.B.A., Computer Technology.,
Interpersonal Skills,

If I were a B.S. graduate with the opportunity to
enter graduate school, I would consider an M.B.A.
Why? Again to get the basic business tools,

If you wish to work in business, you can be effec-
tive only if you speak the Tanguage and can regard
Consumer Affairs as a part of the total business.

The bottom line of every managers job is to con-
tribute positively to the profit of the business -
don't ever forget that.

An equally practical consideration to remember is

that your effectiveness in Consumer Affairs, as in
all other areas of employment, is totally depend-

ent on the support you receive from the top of the
organi zation.

I hope that anyone considering a profession in Con-
surer Affairs is basically a compassionate person
who is driven by the desire to serve their fellow
citizens, You must also have the courage to intro-
duce change in an environment that typically
resists change. Finally, you must be capable of
exhibiting patience and understanding for both the
business and consumers point of view.

Ina growing number of Consumer Affairs positions,
there is an opportunity to be broadly involved in
business while at the same time performing a ser-
vice to society and this makes the job worthwhile.

The most important training you can get for Con=
sumer Affairs or any other position is inter-
personal skills. The business of the world is
people and their relationships with other people
and systems,

Your ability to get along with people and to deal
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with people in stressful situations is the key in
Consumer Affairs,

You must be able to console consumers when they
have run afoul of systems they don't understand, to
be firm with consumers who understand but really
believe that given enough argument you will giwe
them more than they are entitled to, and be willing
to take the time to untangle some situations which
seem to have no solution,

The key is to care and to be willing to develop the

necessary interpersonal skills to translate caring
into productive activity.,
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