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‘ferienced dlffzﬂulty in delxneatmng the unlque 51gn1f1cance
and the scope of the rising tide of ‘consumer consciousness
'and polztzcal activity. In any spep;flc instance the reason
for consumer concern about a given problem; pe it individuélly
activated problems initﬁe marketplace or the general concern
uf & consumer advoc&cy group, is easy to understand;f‘Fitting
this-coucern iuto the scope of politicdl.and<econ9uic_acrivity
which occur in as outséokén and actirist and politically active
a soczety as Canada 1s more dlfflCdlt. This is pérticularlj
"go at the margln where we hsve parcelved the consumer 1nterest
being in fact the publ1c ‘interest.
Consumer activist groups appear to have a diffieult problem
Cln defining what their role in the advocacy process should be |
and the range of act;v1ty wh1ch_they should~per5ue.' In Canadaf
it uppears to‘bé an ad hoc approach fo.legislation:uhicﬁ has |
as its objective the protectiun of the.consumer iutéreét; :
The seeds of this study ere contained in Chapter 11T of

the report cn Consumer Interest in Harketing Boards, published

in Ottawa by Consumer and Corporate Affamrs in l9?h, where ve

had to definc the consumer interest in order to evaluate the

|

|

|

|

|
FOREWORD |
-Over the pasﬁ five yeara we have attempted.and~have ex- o L
effects of a specxflcnregulatory activity on that 1nterest._z



‘In the research for that proaect and in our *eadlngs subseounnt

to its publicatlon we haVe been looklng for a more precise definition

_of the consumerA;nterest‘but have not found one, To date. this is

the first concerted attack we have found o ﬁhe problen.,
We are not satisfied with the present paper, not. because

I").
#

of what is in the paper but because of the'disservicé‘we_wiil &
by éxCludiﬁg‘some important work on tbevsubject} esbecially in.

the fields of the law, economics #ﬁd politiéaliscience.‘ in the -
tzme avallab;e we covered a wide range of lﬁterature, esp¢c1ally

that concerned with marketxng and marketers and the 11terature on

'consumerlsm. We know there gre gaps in the three areas listed'

sbove aud we know we must rewrite aud revise the present paper.
We plan to correct these deficiencies in the next year but we

want this working paper to be available to interest people. We

want the benefit of their criticism and suggestions for making

it more compléﬁe.
We want to thank Dr. John Evans; Director of the Consumer

Research Branch at Consumer and CorporateiAffairs for supporting

the production of this report. He contributed in more than

" just a monetary sense, especially by allowing us fé‘look~in .

breadth at the problem. The division of labour in the project

‘started with Mr. Wahab, a doctoral cand;date at the Unlverslty

of Brltlsh Columbla, spendlng tbe summer months of 1976 performlng

Y- 4i -
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the iitsraturg review and writing up the result of this activity |
 in September. We took this basic document, did some restructurihg,~»‘

B . rewriting, added some research (especially in socialkéhqice decisions),

it 2

3 o ' and'camevup with this draft report. The final report will be ppoF

duced within the year.

- J« D. Forbes

S. M. Oberg
- Faculty of Commerce and
o ' - - Business hdministration :
February 1, 1977 o . .University of British Columbia

- idd -







II

“IIT

Vi

VII

TOWARDS DEFINING THE CONSUMER INTEREST

TABLE OF CONTEﬁTS'
Fﬁrwafd | |
Table of Contents.
Iptroductibn

The Economic_Approach and the
Consumer Interest

The Marketing Concept Approach
to the Consuvmer Interest .

" Consumerism and the Consumer

Interest

The Information Approach to the
Consumer Interest

Law and the Consumer Interest

The Social Approach to the
Consumer Intgrest

Towards a Defihition of the
Consumer Interest

' Bibliography

- iv -

Page
i .

iv

18 -

32

83

108

132

- 151

169

b




TOWARDS DEFINING THE CONSUMER INTEREST
PART I ~ INTRODUCTION

In today's inpfeasinglf'éluralisﬁic society, in what appéafs
toibg a more formal and structured_ﬁalanging of the interests of
competihg groups in social,'politidal éﬁd.ecdnomic‘decisibns;.:'
coﬁsumers and consumer action groups are préssing fo have the
"cqnsumgr‘interest" reéognized and protected. |

The range of~sitﬁations.in which ét ieasf'Somé.consumers
beiieve they have iﬁtefests which need conéidegﬁtion varj from
" the deéifé to havé priées and-ingredients'éroﬁihently‘displayed ‘
on‘é can of string;beéns to debates on. the énvironmenial,impac;i
of a supersonic jet airplane‘on‘their quality éf life. The |
o pletho;a.of situafions_which have fallen under the aegis of
f'consuner interest'" in the past and which-ﬁ&y,be so classified
'ih_the future may be‘infinife. Becau$§ this interest appears
to be 56 broad many peoplé, foliticians, gqvernment officials,
businesé pérson$,ﬁeven consumers and consumer advocates, havé
problems in differentié;ing'tﬂe "consumer interest" and the
equally‘ill-defihed but commonly ﬁsed "public interest.
Pufgose‘: ‘
' The purpose 6f this paper is to attempt, through a survey
of the literature, to provide a definition 6flfhe "consumer

interest". The task is not as trivial as'it_may first appear,'




especially to those who, as consumer activists or advocates

or as business persons or as representatives of government, p/

fhaVethad to delineete the differencembetmeeh the "consumer"
~ and the "pnblic" interest.. The cooeumer éctivists ere soreli
’tmatlthere is a difference. ihere is sufficient aﬁerenessv
tbatAtmere is ab"consomer" interest that ellfthe provinces
~and the federallgovernmeot‘have departments mho are charged

“to represent these 1nterests.

A second purpose of the report is to deflne the consumer ' // o

-interest in such a way as to provide operational direction_for

" persons who have to represent-and protect thatvinterest;

Background

As éarly as 1941 Dorothy Jacobson used the term "consumer

) interestﬁ in her book Our Interests as Cohsumers.l The first '

doctoral dissertation that used the term was written in>1943

~at the University of Chicago.2 Anothnr book entltled in part

The Consumer Interest appeared in 1949 3

The ‘consumer movement of the mid-~ 1960'5 made the term more

- popular and, in 196@ President Johnson establlshed a coordinating

"group known as the Pre51dent's Committee on Consumer Interests._

In the same period a nationalAorganization7kn0wn as the American

Conhcil of Consumer Intereéts:was formed. - Several articles,'

and books were written using the term "consumer interest™ znd



eonferencesron the subaect were held.g )

The term now is used frequently by government offlcrals,
law-makers, consumer advocates, business representatives, and
'politicisns. The chairman of the Federal‘Ppwer Commission,
wbile”speaking in a U;'S. Senate Hearing, said: "Among Congress:
_chief'eoscerns was the provision of @eanisgful protection of
the 'intereists of the Aﬁltimrateconsumer. The -p‘redominsnt con-
cern of»thetfederal Power Commission, therefore, is the pro-

: ,tectien of the consumer ihterest;...."5 ‘Senator Rlblcoff in
hls openlng statement remarked, "The 1nterests of consumers
are not adequately represented in these proceed;ngs."6 Rslph
Nader while testifying before the Senate,ebserved, UThe juris-
diction (of the‘Agencytfor Consumer sdvoesey)edeals withhcené ‘
sumer interests,srising out ef marketplaceftranssctions."7
‘John A. Stuart, representing the National Associaticn of Mahsé
facturers ssid,."(Thefproposed'sgency is) a speeial.interest':ﬁ
fagency.employing’federal fﬁhds,‘to sdiocate laws and regulations

_in behalf of a consumer interest..."

THE MEANThG OF CONSUMER INTEREST

A. Problems in Deflnlng Consumer Interest

The increasing use of the term "consumer interest" has

not meant that its meaning and implications are clear in the



minds of all ifs users. Ca@pbell Persia, fealizing tﬁe éroblem,
remérks."...we'ﬁavé to recognize tha£ great'difficulty presents:
itself in any attemp¥ made to apply such_geﬁeral crifgria to_thg
parficular issﬁgs that aré'confinuouély'emerging from a éompléx;'
ecoﬁomic system, particulérlj one s0 dyhamié és our_o#ﬁ; .For .
instance.'whérévdoes.thé‘consdmer interest lie with respect

v.to proposals for the‘repeél of the Taft-ﬁartley Lgbor Aéﬁ, or
for the St. Lﬁwrénce Waéefwa&, or for gﬁara#teed miﬁimum‘profits
on large-scale rental‘housipg, all of whigh‘might have‘A nbticg-
able effect on'thé averagé ievel of consumption, or th&t 6f

particulér groups."g'

~1; Diffusion

An important_difficﬁlt& in definiﬁg consumer interest is
its diffusion._ "The consumer interest is thg objeétive inte?est
of the entire publica"lo ‘A meﬁber of ﬁhe public is a consumer
‘at the diﬁner table‘but he.is a produéer. ﬁ farmer, a‘Qorker,
or a business person dufing the other hours of the dgy~$efore
dihner.ll |

An interesting elaboration of the &iffusiqn was givén_by
Loyns and Pursage. "Everyone must consume iﬁ_orde; to sufvive...
since all people are consumers, coﬁsgﬁer'intefest must be reflected
in all public deciéidnfﬁaking, Howéiér, cdnﬁéﬁporéry.consumption

. decisions are made in an environment characterized by divergent.




pressures. Consumers face an almost endless array of goods

" and services... most individuals must be gainfully employed

" and work in o*der to accumulate suffic1ent resources to finance

their consumption, 1mply1ng that most pe0p1e are also producers.
As a result there is no single, well-defined pettern of actions
- which uniquely and‘unieerselly determines consumptien behaviour.
'Therefo;e'while everyone ie'e consumer, it is aiso true thattno"v/

i P 12
- one is solely a consumer,"

2 Iptensitz'

A seeond importanf diffieulty'in'defining consumer interest
. is the variable intensity of'the intereSt. All people are con-
sumers, but their self awareness as consumers is generally lower
than their awareness of their other reles. Consequently, thelr
_1nterests as consumerS'are at a lower 1ntensity than their other
inﬁerests. This makes consumer intereets'an issue thaﬁ-moet

13

* people do no care very much about.”

3. Lack of Organization

Another problem in defining consumer 1nterest is that _
people as consumers are not as well nor as effectively or-
ganized as are the spec1alized groups (business, labour) about
theirs. The common 1nteregts that result 1n»£o:m1ng g:oups

and organizing are less,eompelling~than for the more specialized



:forced to cut back production,”which increases fhe ﬁfice

interest groups.

B. Conflict of Interest

Conflict refers to a situation;in-which a persoﬁ“iS'mpti-
vgted td engage in two or more mufﬁgiiy exélusng ac{:i\rit:i,ets.ll+
A cénfli¢t emerges whenever two or more peréoné (or gfoqps)
Béek to.possess the saﬁe objects, §c§£py.£he same spécé or the
sanme ekclusive pdsitidn,,plaj incoﬁpétiblé'roles, méiniaiﬁ in-
compatible‘éoals; or Qndeftake mutuallj iﬁéompatib;e ﬁéans fpr"
#chievigg théir pﬁrpbses.l5 | | |
Man is both producer and'consumef.'hig interesﬁ aé producer

is immediate and obvious, but as mentioned earlier, his interest

as conéumef'is distant and diffuse. As a resuit, the two often

come into confliét.ls"The point is well illustrated by Senator
Bob Dole in his testimony before the U.S. Semate. "In my home

state of Kansas, we are especially sensitive to the dilemma of .

conflict in consumer interests. In the area of farm commodities,

many consumer advocates ha%e horkedifor'iowér'farm p;ices withv
the gdal of maintaining loﬁgr{food prigés_forlconsﬁﬁg;é...,..when
the market’signgls_a-§urplus throughilow prices. farmefs gfe

‘ . , . . S."l7
Everyone in- his role as\afconsﬁmer wants more Véfiety,_

1owerApfipes, and better quality while at the same time.¢Veiy-



one is a producer of éoods or servxces.) In hlB ‘role as a pro-
ducer. everyone wants a larger share of the natlonal income
through higher prlces. The benefits of louer pr1ces for a
product orvservice are diffused over:thehuhole buying populatioh.
The beneflts of hlgher prices, wages or rates of return accrue
in large measure to ‘the producer, wage earner or owner of

: capltal.

There A5 no slmpie solutlon ‘of the conflzct between pro-
ducers and consumers. The matter of who should get preference;
vthe consumer or the producer. is hlghly controver51a1. Hiltou
Moore thxnks that "The interests of the c1t1zens as Consumers ;
8u0U¢d ‘be puu aheaa of the citizen as producer oecause. if tnls ‘
were done. there should be a net ix provement.to many even_lf
ethose who gained had- to compensate those who lost. Qe'uust
'glve prlorlty to the consumer 5 1nterests beCause that prlorlty
is a~necessary condltlon for efflclency and an 1ncrea51ng real
income per;capita."ls“ This may not,sees‘very convinciné to
the extent that if the producers get»less; their real.incomeA
mey go down and they_usy have less for consuuptionlehd iu;
vestment thch may effeet the real income.of consumers.

. “Adam szth favours the consumers because "consumptlon is .
"the sole end purpose ‘of all productxos, .and the 1nterest of |

the producer ought to he_attended to, only so far as 1t‘may




be necessary for promotlng that of the consumer. The maxim
is so perfectly self-ev1dent that it would be absurd to attempt
to prove it. But in the mercentlle system. the 1nterest of the
consumer is almost constantly sacr1f1ced_to that of the prodpcer,
-~ and it seems to cogside; production, andvnotlconsumption,.es
the ultimate end object of all induetry~and eommerce...;"lq ‘

He blamed producers for neglecting the interests of the :
eoesumers..y"lt cannot»belvery difficult to deteimine whe"'
have been tﬁe contrivers of thds whole system; not the eonsumef;
we»may believe whose interest has been entirely neglected;:but:
the producers, whose interest has been 50 cerefullj-attended
to; and among thls latter class our merchants and manufacturers
have been by far the prlnczpal arch*tects."ao

In thinking about confllet of ;nterest, two extreme solutions
can be visualized; the first has total cenfliet-of;interest and
the second has no. conflict of'interest;_ The . kind of situatioh
that has total conflict of 1nterest is dn 1nteractlon in whlch
uhatever one part1c1pant wins the other must lose.‘ Interectlons
.Aof thls type are called two-person‘zero-sum games. They have
nc room for cooPeratlon and have complete confllct of 1nterest.

In the onposzte klnd of 51tuat10n, whlch can be called a part-

" nership game, both partlczpants can attaln thelr most preferred

outcome at the same time. Partnershlp_games have no confllct



of interest because there is no reason for the participants mot
to cooperate fully with each other.2? The nature of conflict
in the area of consumer interest will be discussed in the later

part of the paper.

C..Pubiic Interest vs. Consumer Interest o

1. The Confusion

The discussion of»cb#fliqt in the areg_ﬁf;éonsumnginterest
leads us to the conflict Betwéen conéumef'interest and §ublic
interest. The term "public-intefest" itseif needs clﬁ;ification
because freéuenfiy it-is ﬁsed"without'specifying the.eXactn"
mezning and some writers gséiit intercﬁéngea?ly with cgns@qer
interest. A well known marketing expert, Jéhn A. Howard, gntitled
his report written for the Federal Trade Commission asAAdverfisinE

22

and Public Interest. In the first paragraph of the preface

Howard wrote, "C.W. Cook, tﬁe lead-off speaker for the advertising
industry':predicted:that when the record of the Federal Trade’
Commission's hearings,wAS cdmplete, we:wdnld be closer fo a defini-

23 Unfortunately, the

tion of advertising and public interest."

authors forgot to define public interest in their report.
Nadel treats cqnsﬁmer intereSt.aslpublic.iﬁterest or at

.léast pért of it. ﬂ{.fthe'éénsumer interest is é collective

or a public.interest. :Sinﬁé every persbn ié a’coﬁsumér; pqli;y

~ which benefits the consumptidh_pattern of citizens andtprotects
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them from untoward effects of their consumption is a policy:
which benefits all citizens. Given this bénefit, it is a policy

in which all citizens - the public - have an interest. It is

therefore a public‘intereét.or part 6f the larger public interest."24

In view of the flex1b111ty 1nherent in . the concept of publlc
interest the representatlves of manufacturers advocate the ‘use
of public 1nterest over consumer 1nterest. "Behind all of these
obJectlons is our unshaken belief in the publlc 1nterest as the
ba81s for law and publlc policy. If you wish to grasp clearly
the fallacy of this Speciai purpose agency_(Consumer Advocécy_
Aggncy);vwe invite you simpl& to trace throu5h the bill béfore
y u, and in place «here tuu vord ""onsum er interest" cor
"the consumer" appears, substltute the ‘word’ "publlc 1ﬁtere;t"
B or "the public". If you dp'thls, you will find that you have

simply'defined thé purposé'of government itSelf, as the pro~

tector of consumers and all other citizens. in all their interests.

The coxncept of public4intergst.is a preciéus one whiéh_we hope
you will not.lightly change for a new éatch phrase (éonsumér
interest), howevef‘popular at that momenta"zs While‘the;Nétional
Asséciation of ﬁgnuf&éthrérs.beiiéved.the pﬁblic iﬁterest is

equated with the consumer interest we do not.

2. The Meaning of Public Intercst26

The significance of the pubiic interest concept is nor-
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;matlve rather than anaiytlcal. .It can be'viéwéd as‘the oﬁjéétive
of the duly authorlzed organs of government or as the expresslon
of magorlty rules In-pollgy terms,‘the public 1nterest may‘bev
énvisagéd.aé embracing those activities necessary £o the safety
of fhé ératé ard thé welfare of the.communify. It is aggregatlve,
1t focusee on the 1nterests of the body pOlltlc rather than on
thg interests of the‘1nd1v1dua1 members oi-the."publlc". The

~ public interést has no 3“253253 contént"waitiné-to beireveaied,'
Public.résponéibilities‘regérded.és being in tﬁe public'interest
in ‘one settlng may not be =so rega ded 1n a dlfferent context.
| The fact that. the concept is elast1c and relatlve rather
than fixed and absolute ‘makes it. of greater utility in the quest
fqr a supportlng consensus as 5001al changes occur anc efforts

" at ﬁdédmﬁodafion ére ma&é.i The publlc 1nterest ‘then seems to
remrnd the partles 1mmed1ately concerned that there are consider-

~ations gxtendlng’beyond their own goals_or»thelr part;cular
rivalries or negotiations. As an aim to be.articuiated or an
ideal to bevenunciatéq the public interest srands for thezbrdad:
versus the.narrbw, thé-more incluéivefvérsus the limited; "The

x1stence of a common interest is an 1mp11c1t assumptlon, although ,
its more specific man1festa+1on cannot always be readmly agreed
upon.

The public 1nterest can be v1suallzed as a continuum that
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repfesg@té the valﬁe; aspirations, énd objectifes of the comﬁunity_‘
or polit&."There'are values that aféﬂélearly central, such'ag
health and-there are objectives that are controveréial, such as
;floﬁridation of water ér‘discouragémentvof cigarette smoking;:'
' It is impdésiblé,to state witﬁ pxeciéiqh whére ény given item
belongs‘on the continuuﬁ; yet thefé.is:general acceptanée,that
a range of ﬁctivities and goais eiist aﬁo§§ ifratiohal‘or\séifish
individual interests. E |
The public iﬁteresi,cannot be thqughtjof as a»compromisev»
struck between thé desi¥es.of:dope gddiqts and moréiisté of' |
: befﬁeeﬁ hoodlums apd the poiiée. *Tﬁe:pﬁblic‘ihtereét is.clearly
more than the sum of ¢oﬁpetingvinté¥ests.g It is an insistent
feminder thﬁt morélity_must have a centfal place i# any society’
that respects the‘fféeéom of its'mémbefs; The conéépt of public
interest holds the ultimate ethical jﬁstificatipn f&r-the'demAnds
that the state makes 65 £he individuél.A’The high vaiueAplaced
upon freedom énd.justide callé fof the ieadineés of fhe.éitizen
to make saérifices if necessary and:tovsﬁaré résponsibiiify for
- sustaining the véiués of the polity. |
‘The concept of public intereSt'iSlbroadnand elastic. The
c§nfusion about its use as an equivalent woré for consumér interest
kill pérhaps persiét. ‘The"legal_pféfeééion bartic@l&fly prefers

the use of public,inﬁerést.- The practical prdblemslis using this
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concept and the criteria for selecting public policies will

be discussed under the "legal'apprOach" part of the report.

3;_The Méaning;of Consumer Interest
The Webster's‘Neﬁ International Dictionary defines intafest
as'a‘right,,title, share or participatioﬁ ip a_thihg_of concern or .
the state of being concerned. The definition of interest in thé
Encyclbpédia of Soéial Sciencé is much more élaboréte;' Wheﬁ &
nﬁmbér of men unité for the'défense, mainteﬁance,'or edhancemenf
of any nore or 1es§~enduring:position-d?_advantage which they
poésess.alike or common, the term intgrest is applied both.to
the grcﬁp 80 united ana to the cause thch @nifes,ﬁhem.z?"AThis
definition assumesLén.édtive role on thé part of the ﬁaéticipéntse
This may not be trﬁe‘iﬁ the case of cﬁhsume:‘intereSt bécapée |
_of its diffusion. j |
A booklet of ﬁhe Organization for Economic Céopératioﬂ aﬁd
Developmént (OECb);leSSifies all.COnsumer.iﬁterests.into phy=
sical interests aédAecbnbmic-intefests.as - The physiéai interests
include health héiardsfahdAsafety. Prdtection_aéainst fraud and
_deception by unscrupulous traders are‘inéluded:under}eéonomic
interests; Tﬁé'ciassifiéation is_simp;e, but it is tqb simplistic;
| The ﬁeaning of consumer interest néeds a ﬁore_elaﬁoratg.and
preciseadefinition if it i to have any operational usgfulness

and if such a definition is to be used as a guide to ensuring.
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that such interest is identified and protected. This report

was designed to providé a>gfeater defiﬁitibn of thatninferest.

~De Structure of the Report-

The approximately two hundred publications which were re-

" viewed in the search to define the consumer interest are classified

into six categories which, with the final summary andtconclusions

.chapter form the structure of this report, The Sixxcategpries are

the Marketing Concept,  the Economic, fhe:Consumerism, the Information,

the- Law and the Social Apprbaches to Consumer Interest.

It is interesting to_ﬁéte the range of writings where we found

the concept of consumer interest used and yet we encountered no

preciSé nor detailed specification of this interest.

.

E. Summary and Conclus;ons

Increased actlv1ty in the fleld of consumerlsm has hlgh-
lighted the need to specify the dimension of the consumer'interest
to provxde an operatlonal aid to represenulng and protectlng 1t.
ihat interest is characterlzed by its dlffused nature over all
activities which affect consumers, its relatively 1ow 1nten51ty and_

the conflict between the dlffused nature of the consumer 1nterest

and the 1nfen51tv of the speclal 1nterests in one's iob, one!

political interests or one s‘soc1al affiliations. A further

confusion of the broad public interest and a more specific con-
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sumer interest gomﬁl;cates thé problem of,ideﬁtifying and‘pro-
tecﬁing the consuﬁefiintereét; |

fﬁéusix chapters which analyze the two hundred~pu51ications
survé;éd for tﬂis‘réport and a summary and conglusipns chapter
‘have as their purpoSe.the operational definition of the consumer
ihterést and a pointiné of the way for future invésfigaﬁors:iﬁ

this area.

DRI IIN
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PART II THE ECONOMIC APPROACH
- AND THE CONSUMER INTEREST

.Economics was the first of the social sciences to analyée

~the propensity of people to consume and the behavior of firms
‘responding to fhat'demand; Economicé, therefore, is the
- 10310§1 place to start an investigation of the consumer interest.

~Economic theory does notvprovide a useful definition or specifi-

cation of the comsumer interest although it is implicit in
indifférence curve analysis and the'ihdividual ufilit&vfunction. ‘
Welfare economics subsumes the consumer interést in aggfegative
concepts such as the demand curve and the'consumption,fuﬁctiono
The poussibility of:& more thoroughgoing study of the ecouviic
role of interest grd&fs éé such is suggested by the work of
économisfs Like Sombért and Véblen.l nglen was not éarticularly
intefested in consuﬁer inﬁerests, but he did analyze thefmofives

of businessmen and the interests of common men as consumers.

Assumptions of Eeconomic Theory

Broadiy speaking, economics is Eonﬁérne&,with the produce.
tioﬁ end distribution of scarce resources for the Batisfaétibn
of unlimnited éopsumer wants (consﬁ@éﬁion).a In s free‘gnte;;A
prise-syéfemg the commonly‘accepted'assumptions are: fhe coé-.

sumer guides production; consumptien is the end and purpo$e‘

“ 18 -
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of production{ competition is ;p adéquaté safeguard of the-
consumers; ietaiiers~and other.bqsinessmén protect Consumers;
consuniers are rational ana awake and alivé to their dwn :
interests;3

These assumptioné wefe considered as.ﬁﬁilt-iﬁ.safeguards
of consumer intereét, whatsoever they were. Thesg assumptiona‘
impliéd thét the economic system will satiSfyAihéipeeds\qf
consumers in a manqer‘which wili be ﬁfair" to Soth the pro-

ducer and the consumers.

The Failuré of the Economic Hdéel

The econoéic system;-iﬁ p}aétiCe; unfortunately ¢ié not
lwdrk as énticipated by_Adam.Smith and others. The."Iﬁ#iSibie‘
Hang" c>f,"Seli‘-—im;erest"l did‘ndt serve fhe needs §f consﬁme?s-_
in a manner fair to the{consumer.‘ TheFreSultsrit>produced 
‘éhowed thaiithe system wasvmére favourable_tb producers than
té consumers; | | | |

According to'Paﬁl Sémueison, “WhileASﬁith did recognize
some ofAthé realistic;iimitations on this dobtrine, it wa$‘ﬁot
until laterlﬁhat ebénomists disco§efed this truth. Thé ?irtuea"
claimed for free enterprise are fullyvfealized iny'whén thé]
gqmplefe chééks and‘balances>of ferféct‘comﬁetition are presentaeceo

Historians quarrel over whether there ever was a golden age of
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free competition.  And certainly, competition ie not now per-
 fect in the economist's sense. We do not even know whether,

‘because of the fundamental nature of large scale production

and technology, -consumers?® tastes, and business organization,

S s . - . ok
‘ competltlon is becomlng less or more-lntense."

The same authors - p01nt out. other weaknesses of the system )

by Pavlng "Firms do not know vwhen consumer tastes will change,

therefqre they may overproduce in one field and underproduce

in another. By the time they are ready to learn from experience, -

, the situation may have changed agaln. Also, in a competltlve

system many producers 51mply.do not know the methods of other
producers, and cosis do not fall to a minimum. In the com-
petltlve struggle one can sometlmes succeed as much by keeplug

knowleuge scarce as by keeplng productlon hlgn.s- They go on

to discuss the llmltatlonu of the system by 1ntrodu»1ng nonopoly.

The dlssatlsfactlon w;th the freg enterprise system was
manifested from time to time in a nuéber of booke which quickly
became best sellers. . In 1965, Sinclair's.book The Jungle gave
a «féphié des cvzptlon of unsat:sfactovy condltlonu in me”t
processing plants in Chlcago; These were shooknngAand naunseated
many Americans: |

The rats wérp nuisances, and. the.packeru Qoulo put

poisoned bread out for them and they would die, and
then rats, bread and meat uould go into the loppers
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togetheres...Men who worked in the tank rooms full
of steam...fell into the vats, and when they were
fished out, there was never enough of them to be
worth exhibiting - sometimes they would be over
looked for days, till all but the bones of them haa
gone out to the world as Durham s Pure Leaf Lara'"L

By 1946, Sinclair's book had been translated into twenty-
. seven languages.

Chase and Schlink's book Your Money's Vorth, publiéhed

- in 1928, gave info?métion on the testing of goods for the
afmedAserviceSvand government departments by the National
Bureau of Standards,vand detailed fhe savings in goférnﬁent
expenaiture thaf resultedifrom fhe.testé; 'Ményiof ﬁheéé vere
consumer goods, Thewaufhérs argued tﬁat conSumers shouié‘have
the beneflt of tests similar to those carried out Hy the
“Bureau of Standards. The book resvlted in the formatxon of
- 7

Consﬁmers"Research, Inc. in the United States.

~ Schlink teamed up with Arthur Kallet to write a second

‘ béqk, 100,000,000 Guinea Pigs which highlighted the dangers
_in évéryday foods,‘drugs‘:and éosmetics.faced by 100 rillion
Americans-in 1933, The book becanc &0 popular that by 19,,,‘
~the book had its tﬁlruy-fourth prlntlng. "That blg, JLICJ
aople you havo at Junch -~ is coated v1th arsenlu‘ one of the
fdeadllest of polsons ~==~ A tube of Pebeco Toothpaote —=e CON-

tains enough p01son to kill three perspns - the food and d:ug



industries have been systemaulcallv bombardlng u§ w1th false»
hoods about the purlty, healtnfulness, and safety of thelr
products, while they h;ve been making profits by experimenting
on us with poisoﬁs, irritants, hérﬁful'cﬁemical pfeéervatives

8.

and dangerous drugs.

The Causes of the Fallure of thc Market Svstem to Protect the
Consumer Interest

A number of féctors were considered respon51b1e for the
fanlure of the free enterprlse system‘to safeguard the 1nteregts
of consumers. Robert S. Lynd charged the system with'creating
administered markets and‘commercially controlled stahdardé ol
lévixg; "Paradoxically, the conoumer has ngver.beeﬁ so free
to choose as he is todéy and at the sane tiﬁe so littie free;
‘so completely bound as he is upon the wheel of an administered
market and a commercialiy cbntfoiled'étandard of living. The
consuMer is free to take or 1eavé under a systen in which free
comoetltlon is beconlng 1ncrea31ngly unreal "9

henneth Dameron blameg lack of knowledgn on‘?he bart of
cénsumers and the separation of manufacturgrs andiéonsumers,
Memw thie consumer’sAchoice'is gréaﬁly handigapped»by the fact
that he knows so little about the prdducts he uégs thét he ie
-unable to mage an‘intelligept choice. Furthermare, the econonic

processes have limited the_consumer's relation with production
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 until nqi’he meets it only at the-point‘of final or ultimate

10

Nﬁmerous other fac£ors were responsible for the failuré
of the economic svsfem to serve consumer 1ntereuts. "The
developments have profoundly affected the cllmatevof the market,
causing economic theory to lag behlnd the facts it explalns.
It is often said - although usually,'lt must be adm*tted by
those with a.pommerc1al interest in anUIQt‘llfe;~.thaﬁ con-
sumérs néed no special protection, all can be safely'left té
the'market. But the perfect‘marketvis an economist's dream
and conspmer~sovereignty-a myth. = In real life products are‘
complexfand of great variety, aﬁd*éoqsuéers (and rgtailers)

have imperfect knowle&ge. Supplieré_may often.haﬁe‘a dominent

- buying position. As a consequence, bargaining power in the.

' . . , : ' 11
market is weighted against the consumer."
. The competitive'model which is the foundation of welfare
economics depends upon a numbe; o? structural assumptlona.

1. The consumer has access to & large number of
" substitutes. - In perfect. competition there
~would-be a large mumber of perfect substitutes ~
a set of Quandardlaed produvta.

2. . The qupply of productu on the market is provi ded
- by a large number of competing firms.

3. Both consumers and suppliers have access to all
' the information requlred to make ratlonally
.Optlmal decisions :
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"4, There is complete mobility of firma. Entry and
.exit is uninhibited. All firms, both actual’ and

- potential, have access to.the resources required -

_land, labour, and cap1tal - for productlon.

Clearly these assumptlons are not satlsfled in the real

'_ world. It is assumed however,-by proponents of the cbmpetltlve

‘model that the beneflts of ‘the model can be achleved as long as

thn assumptlons are substantlally satlsfled. That‘ls,~therg is
a concept of workable competltlon-that should be'dur oﬁjective.
If the structure of the.sygtem can approximaﬁe the‘iééél modél
prices'ﬁill beAdetér@ined byicompetitive'fdrces; socialvweifare

definéd in material terms as a high standard of living will be

_possible, efficient firms will be rewarded with profits, and

the resources of sdciety'wiil be used to produce fhe'products
and services wanted by society.

Unfortuhateiy there are a number»of.weaknesseS-ih the work-
able competltlon argum»nt.

1. If the assumptions of the ideal model are not
satisfied there is no theoretical basis for -
deducing that the objectives of the ideal system
will be achieved in the real world by a partlal

‘satlsflclng of the assumptions.
2. The competitive system appears to generate a small
number of differentiated products rather than a

larze number of standardlaed‘product&..'

S .Technological develdpméhts faveor the lafge firm.

Concentration, merger, integration, and conglomerates

seem to be more the natural order of things. than
the small, independent, sxngle product firm of the
ideal model. .

M ek aten s
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4, . Information is not freely available nor is it
easily accessible. Consumers are at a severe
-disadvantage in their ability to make wise
choices. As product sophistication and com-
plexity increases the choice process becomes
1ncrea51ngly dlfflcult.

5. The barrlers to entry and exit are significant.
Access to resources is 11m1ted 1n a- varlety of
ways.‘ :

In the over-simplified world of the economic model rational’

consumers allocate their bﬁying power according to their per-

ceived satisfactions. They maximize their personal utility
by moving it to the higheet achievable set of indifference
curves., The result is opt1mal because ratlonal suppllers

react to the demand curves. that represent the aggregate of

consumer de31res and the forces of competltlon ensure that

the results are achieved with the most efficient use of society's

resources. The consumer:interest is satisfied in a perfectly
rational and systematic way.
The'structure of the‘real world.différs'markediy from the

ideal model. Much of the legislation in the area of monopolies

. and mergers attempt to move the economy .towards the>structure
of the ideal model. However, other 1egislation such asAlaws
_re3pect1ng unlons, profess1ons. and agrlcultural marketing

_boards run counter to the phllosophy_of prlce and open competi-

tion.
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Economic Efficiency

Thé consumer interest.cannof bg eéuated to iowéat poésible
pfices, the highest possible standardvof liying, or economic
effi;iency. Hoﬁeie:,rsuch economic objectives must be central
to any ﬁﬁpraisél of the consumer interest. The cédéumer must
be befter off if society's resources are put to'their.ﬁighest
" and best'use; The éc;nomic theory of exchange can demonstrate
that wider conditions of:pﬁfe competitio§~prices will be optimal
in the sense that the market will be dlearéd; If fhere are
imperfections ih the market. however; such as ﬁonépoly.power,
the consumer must be affected. Prices may bé stabie‘withOut_
an optimal use.of resources. Prices may remain high in a-
‘period of over-supply so_that the,mapket‘will not be cleared.

An important social questioh‘is ﬁow much is aggregafe
economic welfare reduced by the misallocation of resources that
results from market imperfectidps.  The welfare loés, méasured
in terms of percentage reduétion in the national product, is
minimal, probably less than one percent.'® The loss of national
incomg, however, is:ncf the oniy cost;:A“Manageriallslack“ is
the>fotential»f9r'prbtéctéd manageria;_inefficiency ihat may:
exist bécause of market_iﬁperfections. The economic concept
ﬁmanagerial Slack" identifies a sigpificaﬁt soqrcevbf social

cost. Tt is likely thgt7this source of inefficiéﬁcy may be
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© many times as important as allocative efficiency; It is cleérly

in the consumer'interest to ensure-that industry operates at

.the minimum level of costs that 15, at maxmmum eff1c1ency. '

An important further consequence of managerlal slack -is

that there will be a reulstrlbutlon of 1ncome away from the

consumer to the producer. Such a redistribution is not, in

" itself, a loss to society but a tf&nsfer:of buying power,

"The income transfer‘éffects of inefficiencies due to managerial -

slack are not necessarlly socmally 1ndesxrable. The question

of "who should get what" and the questlon of the redlstrlbutlon

of consumer surplus are ethlcal questlons. They are polltlcal

issues but they are an aspect of the consumer 1nterest.

Dynamlc efflclency in 1ndustry is a complex phenomenon.

"In 1mperfect markets signals from- the marxetplace to change

the amount producea pften'are not clear. Products, manufac-
turing and distribution methods, aﬁd'businéss practices ﬁhat ,

may have been apprépriate at one point'in time should be dis-

_ carded'when’they are no longer optimél. Unfortﬁnately, whens
monopoly power'existé it provides a'brbtectéd umbrella which.
: permits inefficiencies to be ignoréd_orrto beche entrenched

'as"traditional pradtices; This’Seéondéry cost of dynamic

1neff1c1ency 1s lmp0581ble to measure but runs counter to the 4

consumer 1nterest.‘ Innovatlon in new products and new methods
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and in the improvement of existing prddu¢ts will occur only

" if there is an incentive‘to experiment and to change. The
f possession of substantial market;power_ﬁill at worst stifle

innovation and at least will not provide an economic incentive

for the development of imagiﬁative new ideas.

Contributions of Eéonomios to Define the Consumer Interest

Economists have provided some. tools for analyzing the

consumer interest even though the foregoing description Qf'

occurances in the market economy are rather conclusive indi-

qatioﬁs that the interests of consumers arevnot proﬁectea by‘
market forces. In’éédition; that.iﬂferest has Been assumed
and ﬁot'Specified.' |

| - The contributions éf,the_economic iiterature-has.been_.

mainly in the area of indifférence curve analysis and the

" extensions of this analysis by modern theoreticians such as
ArrowlB“and Littlelu when describing.SCGial'welfare.functions.

- Je;emy_Béuthamls and J.S. M11116 in the_l800’s and Raﬁlsl7

in the 1960's form a progression of works.on social and econo-
mic justice. “But none of these writers have diréctiy addressed

the problem of individuéiirights andifheir abilify to be repre-

sented in social choice decisions. -~

The work of the economists-in this area is'tanteiizingly
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close to attacking'difectly the problems and prospects of.
'being able to define consumer interests. 'Extensions of the
work in this area of social welfare economics appeafs_to‘be,'
one of the most poteﬁtially fruitful avenues for‘futu:e work
in defining and explaining the consuméf interest-gnd:its )

relationship(s) to other interests in society.

Summary and Conclusions

The consumer intereéf'?as eifhér~5ee§'subsumed under the.
aggregate demand curve or hbporeﬁ in the breach in examinations
of the economic literature oﬁ the consumer interesﬁ. _There
is suprisingly little direct feferenéé to thé.éonsumér'interesf

in the economic literature. The closest research to.the pro-

blem is in the social welfare literature on social choice deci-
sions. It is in this area where future research appears most

fruitful,
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*oneinaturéllyAto lookAatcthe treatment of‘consumer interests in.

the marketing concept and consumer sova:eignty as a business

PART III =~ THE MARKETING CONCEPT APPROACH =

TO CONSUMER INTEREST

. A logical extension of the concept that forces in the market
plaée will control its operation is the-wide1y heralded "marketing

concept." The inability of the free enterprise system to proteét

‘the interests of consumers, shown in the previous chapter, leads

" philosophy. The marketing concept deals with a normative approach
" to the behaviour of the firm in which as a consequence the con-

sumer interest is served.

The Meaning of the Marketing Concept

The emergence of the marketing concept‘wés an evolutionary

: de#elopment.‘ The concept might reasonably be dated from the

'_ publicéfion of R.Ce Davis' The Fundamentals of Top Ménégemen% in

19511'bﬁt the philosophy embodiéd in the concept can be traced

to & much eerlier date. “W.H. Hutt, in his book Economists and

the Politics published in 1937, coined the term Nconsumer sove-

éreignty."

The essence of the markéting:céncépt’isva "cﬁstomer oriénta~

- tion back by integrated marketing aimed at generalizing customer

satisfaction as the key to ettaining 1§ng—run profit'volumg;ﬁd

~Similar views are, "The marketing poncept point-of-view is all

- 32 -
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the activities of'the_dompany should be directed to satisfy cus-

093

tomers;#t a profit. "Lazer introduces thé idea of customer
.satisféction through efficiéncy; ".;f,.marketing manégeméﬁt fui~
fills the greater'éartvof its respohsibility by providing pro-
ducts and services to safisfy consumer neéds_pfofitably and
- efficiently. Those adopting the view believe that as & natiral
- consequence of its efficiency, customers are satisfied, firms_':
'prospér, and the wéil;bging'of soéiefy follows autdmatically."k.'
In concept this is not unlike Adam Smith's "guiding hand."

According to thebﬁhilosophy, the consumer is ﬁhe king or
sbvereign in the mafkef‘plage; Not only‘tbe magkéting programme
_ofta business firm, bup all business oferations_are determired
bﬁ hié needs and desires. "...The mérketing concept is defined'.
as & manaéérial philosophy concerned with mobilization, utiiiza-
tién and control of total corporate effort for the purpose of
helping customers’éolve selgcted pxjoblems....."5

The idea of c&nsum;r sovereignty is very close to dembcrééy
and ffeedom. "This view(coﬁsumer savereiéﬁty) I find very clése
to the idea of democracy or freedom - the idea of normally letting .
each member of society decide what is good for himself, rather |
thgﬁ have someone else play a paternal fole; It is also very
closely related to the idea of effipiency - efficiency in the
use-cf reéources'for thé gréétest poésiblé satisfacfion éf fhé'v

needs and desires of people. It is understandable why the full




: achievément.of coﬁsumef so#ereignty has beeg'célled'ideal output."6
The marketigg conceptﬁbecame éo pppular, at least in theqry
if not in practi;g. tbaﬁia past‘president.of‘the American Marketing
Associationvhad:to sayvthgt "admittipg‘thdt oﬁe's companj does
‘not have the marketing cdncgpt hasAbe¢omé.*in some quarters, like
admitting that ohe.ddeéﬂitghavé a modérn coﬁpﬁter ;.;;.. it's -
#lmost un-Américan."7’
The reason for this popularity was p?agmaﬁic rather than
ethical. '"The key idea.of the‘marketing‘concept is that the
_firm shoﬁld organize>itself 50 as to meet consumers"needs as
well és:possible. .InAso far as a fifm succéeds'in'déing this;
it is assumed that its §pefétions will be financiélly,succes;fulo
Implicit in the mérketin5-¢§ncept is;fhe.bglief that the consumer
should be well serveé, This belief seems to se justified on
pragmatic grounds rgthér=ﬁhaﬁ ethicﬁl 6nes ~ serving the con~

sumer is good business; not necessarily his inherent right."

Consumer Satisfaction as Consumer Interest

Although the marketiﬁg‘conéept did #of prévide any elgbdra-
tion of the consumé;'intgrest, it canrsé said that‘according to
this concept the satisfaction of the needs of consumers was
eéuivalént to serving the interests>6f consumers. The task of
 ideﬂtifying'coﬁsumer interests (neéds)'wasAentruSted to the

- business firms. 'e.. the‘principal task.of the marketing function
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" ve.is not so much to be'skillful in ﬁaking the'customer do what
- . suits the 1nterests of the business as to be skillful in con~ ;-“

_celvlng and then maklng the bu51ness do tht suits’ the interests

9

- Kotler cons1ders "thé marketlng concept a éreaf step forward
in meshlng the actlons of business w1th the 1nterests of con-
sumers. It ‘meant that consumer wants and needs ‘became the startxng
point for product and’ market plannlng.v It:meaut_that-bu51ness

proflts were tied to how well the company succeeded in pleasing

and satisfying the.custOmér,"lo

The'fbllowing ma jor assumptions:could easily be identified

-under the marketing concept:

.1. Thé consumers are well aware.of the;f pééds, Qants;:desirés,
" likes, and dislikes étc. | -
2+ The consﬁmers dominate the business firms‘as the voter in a
freé society ret#iné ultimate qontrél 6vér the pblitical
process.11 |
-3, -The‘qonsumers'haveieﬁough ébiliﬁy.fo make a free end intelligent
choice out of tﬁe marketing pngraﬁmes‘(products;_?rices, pro—‘
motion, and chanhels>of'distributibﬂ) of business firms.
4, The>business_firmé are‘éapable of identifying the needs of
'consumers;' .‘ | - )

S. Production is based on anticipation of consumer needs.




_'; 6. The needs originété within the consumer.;2
T ‘Flrms make a profit whlle satisfying consumer needé.
It is not at all obvxous that the assumptlons underlylng
'the marketlng concept are met on anythlng like a regular b351s.
'_The assumptlons descrlbed above are qulte strong and as a con-"
sequence it is not obvious that the marketlng concept prov1des

.suffxclent protectlon for the consumer 1nterest.

'Thé Criteria of Success in}Serving Consdmgr Interest
| | Purchases, particulériy repeat puréha$e§, éf'a prodﬁct_or
”.service'afé consiﬁeréd a real p;oof.éf sérving‘thé‘ihterests i
Vof consumers. ".....I interviewed hundréds of bhsiness executives
vand listened to countless assurantes that Qe must ve Sdbl&fylﬁé
consumeré: after all, we're still in b951ness‘ areq 't we? The~
'dolla: sigﬂ:always Seems fo_be the'standérdvreference point~for
5usihéss decisions. vasales and‘profité;arevgqod. then_buéiness-
men figure that-éomeOne must be doing somefﬁing;right.";B

The Pfesidént of Grodery Manufécturefs of:Americarthinks.
thét.ﬁBusiness becomes iesponsible fdr prdtecting ité‘cﬁstqmefs
tﬁé‘minute it puts a consumer product in the mérketi.. The‘véfy
‘existence of any.business depends uﬁon cuétomers who are not only
pfotectgd,but pZ(.eaLse'ad."ll+ The Chairman oi.Unilever.usés érofit
asna-criterion for successful serving c@nsumer.intérésts; Thé '
| biﬁht factjis that if we do not provide wh&tzﬁﬁe héusewif@ wants,

our failure will soon be reflected in our profit figures, and.you,
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I am sure, will not be slow to v1sit your dlspleasu“e upon your
Board, and quite rlghtly "15
| Martin and Smith while discussinglthe argument of high rate
of product failﬁres as.prdof §f the fabt.that‘consumer:intefests
are being'servéd séy; "The high rate 6f'ppoduét failuré‘is cited
‘as evidence that‘cénsumef soﬁereignty is’Sy no“means.a deaﬁ.‘
letter;_ The Amerlcan Ford Motor Company spent $260 mllllon on
developing its Edsel car, every posslble contlngencj was covered, ‘
but it was an abaect fallure. No amount of promot1on or sales
1ngenu1tx could make the publlc buy it."l6

Thé_same autbors also point out that there is a fallady>in
{his argument about product failures. »it assumes.that.producté
fail because the public'recégnizes their_intrihsic inferiority.
This is not necess&fily so because fhe effect of advértiging and
promotién can 1ead:coﬁsumei$ to réject'a prodﬁct puféiy for ca-
pricious reasons and noﬁ necessariiy because it is inferior in
~ any funﬁtional sense...; The.trufh is that modern marketing'
technlques have 1mnosed thelr own crlterla of success and fallure.
If the public falls to bay & product. which is carefully 6951gned
for a specmflc market this can~be due as much to defects in the
mafketigg'strategy a$.to defects in'the prpduct."17' Bétty.Furnesé,
Special Assistént:fé iategPreéident Johnson rightly had the same
feeiings{‘ "We all know, that dQCeétive‘products have béen‘marketed

weli and good prodﬁéts have been marketed deceptively.?lg




There is another faiiéby in the argument thét if éoﬁguﬁéfs'
:are repeat purchasers of products #ﬁe éonsumgr=interest:is being
served; If there are;np alternatives>to products in theimarket-
pléde consumers will confihue fo buy what‘is available. This
‘situation-can occur due to market'concen£fation‘which‘excludeé
from the distribution sysfem_alternativé producta; a lack of - X
creat;vity by firms in developing befter alternatives oi for
any.numbeffof othef féaépns.

_Without =& complg;eaécoﬁ§mic coliapsé thé.fact that»consumérs.
make répeat purbhaséé of é prﬁduct ié not_gvproveable Or.dis-
provable hypothesis in itéelf, especially without a definition
" of the meaning §f thelgénsumer intereét;"This is a main_yeakness _

in the marketing concept,

The Wesknesses in the Marketing Concept

The‘markéting concep£ has some'inﬁéfenf weaknesses in sefving
the consumer interest. Tte ﬁajor Qeaknesées.are that it dbes‘not |
‘begin with a clear cut définition of the consumer1intér¢st and it is
contradictory.. "The main problem thaf‘ig‘éoming to light rests on
the ambiguity of the.term customer satisfaction. ﬁost bﬁéineasmen
take this fa mean that 6onsumer désireé shbdld be the ofienting focus
of_product andvmarket planning. The coﬁpany'ghould.proéuée vhat the
, custome:s want. But the problem iélthat‘in efficiently serving

- customers' desires, it is possible to hurt their long-run interests."l’
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Kotler gives example§ éf produbts which may pleaée the'coﬁu
sumers, but-mayunqt be in:thgir basicto;.lpng-term interests.
MLarge, expensiﬁe automobiles please their ownersrbuﬁ increase
- the pollution in the air, the congestion of Vtz"affi_c, and the
difficﬁlty of parking,aahd therefofé réduce tﬁe owners' Iong—
ruh'éatisfactiOn. The food 1nduqtry is orlented toward produc1ng
new products.which have hlgh taste appeals. Nutrltlon has tended
to be a secondary con51derat10n. Many young people are raised on
a alet largely of potato chlps hot dogs, and sweets hhlch satlsfy '
their tastes but harm their long~run health. |

"The packing 1ndugtry has produced many new convenlence features h
for the Amsrican coa»umez sucn as nonreusable contalnerb, but the
5ame consumers ultlmately~pay for this cqnvenlence 1n'the form of
solid waste pollution. Cigarettes and alcdbol are"ciassié pféducts ‘
which obviously satisfy cbnsumers:but whiph ultimafel&lﬁﬁrt thém
 if consumed in‘any'exdessive amount."zo 5 |

Kotler suggests broadenlng of the orlglnal marhetlng concept
nto include a soc1etal marketlng concept whlch calls for a customer
- orientation backed by ;ntegr&ted marketlng aimed at customer satls-
faction and long»runicpdgumer_welfaré as_thé keys to‘attaiping
Vlonvnrun-profitabWé ?oluﬁn : |

Jerome Rothenberg questlono the very 1dea of consumer soverezgntvo

"My conclusion is that consumers' soverelgnty is 1ncomplete and

famb;guouss In order to«make it operatlonal, a series of hlghly




confroversial. éartly normative decisiéhé héve to be,made; .Fufthef,
the extent to which consumers can be truly soverelgn is question-
\able. In view of thls, the concept loses attractlveness."al
. According to the same author, the prlnclple of consumer BO-

verelgnty as presently employed is a value audgement whlch Btl—
‘pulates that w2 should take the degree of fulflllment of consumers'
wants - or the degree to wh1ch performance accords with consumers"
ltastes - as a crlterlon for evaluatlng the soc;al de81rab111ty
of dlfferent 5001al s;tuatlons and, through these, the de51ra~
 b1l1ty of the various publlc polxczes or 1ns+1tut10nal structures
:whzch glvecrlse to thems The form such erterxon should take
:ié not bbvious. For one thing, the central fact of scarcity means"
- .that ‘no combination of social Btructure and publlc pollcy can lead |
“to a satiation of all wants. |

' The possib;e is limited by avéiléble fésdurces>and staﬁe_of
,utechanOgical.knowledge,'*Our criterion thefefore becomes: how
gbod”is performénce re1ative to thg;ﬁeé# it might cbnceivabiy
_bé? Optimality éonsists in maximiziﬁé éoﬁsumers' ufiliﬁies '
- subject to the:coqstraints of availaﬁle:reédufces andrfechniques.
‘The ériterion must Be able to compare'siﬁuations in whidh
- the well-being of a large ‘number of 1nd;v1duals is lnv01vea. :
jWhat does it mean to satlsfy the potentlally dlfferlng tartea ol

‘& numerous group? Does tha rinci le 1tsel£ determlne a unique
_ us group p p
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function of these tastes which is to bgfmakimized. The answer is
not‘cleér.‘»Indeed. even its epistemological Stétus is. hot'élear.

‘The principle. surely requlres at least that the first partial

‘ derlvatlve of soclal welfare with respect to the welfare of .any
" one individual be posltlve, that 18, that any one person s im=-

' provement, everyone elsg's well-belng unchanged, is a sufflclent

condition for a soc;al yelfare improvement. Consumers' soverelgnty

has been thought to imply the Fareto optimality criterion.. The

rezson for this belief is that largely because in its early

 _treatments it was deemed equivalent to allowing consumers to

trade freely on purely competitive markets,‘pnre'competition
being taken as the institutiozal structure which permits the

freest expression of tastes.

The Man;pu]atlon of Wants

One ‘of the implied assumptlons of both the marketlng concept

and pure competition is that the consumer knows his needs and

" wants. Slitcher questioned this as early as 193l. "The consumer

often does not know his or her own desires with Sufficient de-
finitenéss to describe them to another person. Frequently he
does not Lnow what his wlshes are until he has seen them fo1~

sale‘"ag_ The credullty.of the consumer makes it possible

. for him to be decelved as to quallty, quantlty, prlce, Blde,

and manv factors 1nvolved in buylng.




Galbraith gées further and charges fhéiﬁﬁsinessmen with:~
manipﬁlation of;éon;umer Qanfs. He‘calls ii "the managemenf'A
- of scientific demand.'“a3 Galbraith viewé soéial outcomes as
the resuit_of thé direct powef of those whé Eontrol~iafge pro-
éuctive ofganizatidns,‘énd.parfly aslthe reéhlt of ;onsumer:
- choices ménipulatéd by thosg who qontrol production;v He re-.
places consumer sovereignty with proaucer sovereignt&. ~In
neoclassical theory, consumer préferendesléfé'exogénequsly gi?en.
‘In Galbréith's‘schema, pfeferences are defermined by tﬁe psychic
manipulafibn ofAcoﬁaumeﬁs by corporate technoétructurés,_ In
' _theory, consumer preferencés are generated throughithe day-to-
;day:experiences‘of ihéividuals in their spcialtactivity;aq

; Lazer calls markétéré taste counselloré?' "Sinée the Américan.

'econoﬁy is a matériaiistic; acquiéitive, thing-mindéd, abunaant
markét economy marketiﬁg.becbmes one of the cores ofvunderstanding
_.and influéncing life styles;‘ané.markéters assume the role of
T'tasﬁe counsellors. Siﬁce kmerican fasfes'arg being emulated in
.othér parts of th§ world such as Eurdpe,-JapaA, and Latin Ahefica,v
-thé impact of our vaiﬁeg‘And norms reverﬁerate through a brdad.
international community."zsi

Toynbeé classifies‘wahts into needs, wanis an§~"bogus Qants"
.whiqh maké‘for unwanted demand ih:excessiof geguine,#ants. ‘ﬁééds
for necessities of life are primary,“but'genﬁine vants are also
‘acceptable. ThéSe ére the wants that we becom¢ aware of épéntguu‘

eously, without having to be told by Madison Avenue that we want
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spmethlng that we would never have thought of wanting. 1f we

had been left in peace to find out our wants for ourselves.
The thlrd categor). the unwanted goods, are of course easy to
glye upe WG have mernly to stop listening to Madison Avenue.26

~ Katona, not agreelng w1th the charge of minlpulatlng wants,

' BAayS, "The_consumer was never soverelgn in the sense of belng

wholly autonomous, and he is not sovereigﬁ today. However,
the assertlon that his soverelgnty has d:mlnished during the '
last twenty or fifty years is most ouestlonable. But even -if

if had,»the consumer is Btlll nelther a puppet nor a‘pawn. For

a while some consumerq may he stlmulated 1nto buylng somethlug

that isg useless or wasteful, but the) do eventually learn better.
A study,of empirical evidence will show that most consumers;
though they are nct ideal rational men, argpcircumspect‘and sen-

sible. o7

The Need for a Social Concept

The marketing concept is criticized for not serving the
interests of consumers. - Rathmell'suggests’a bonsumervconcept,‘

or a'éocial concept.’ "Bvoaden the marxetlng concept to look

A: at the total needs, de81res, snn51t1v1t1es, and feeling of

people who buy yovr good The marketlng concept may be oui-ﬁA
dated;‘ Poasibly the consvmer concept or soclal concept may be

more approprizte. .Sho:t;ﬁerm.sacrificés could result,-but s0
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can long-term gains. ~Marketing peoplgfshoﬁld be concerneé i
wifh increasing the productivity of coﬂsumption."aS

Lazer goes fufther and fecommehdé‘a‘fedrientation of the
entire marketing concept. "....éﬁ_emergiﬁéAview (of the Mar-
. ketiﬁg céncépt) is one that-does npt‘téké.issge with the ends
of customer satisfaction, the profit f&cus. fheimarkeﬁing-
eéondmy; and economic growth. Rather its premises seéﬁs to be
tﬁaf'the tasks of marketing and ité‘conéomiiaﬁt responsibilities ‘
are much wider than purely economic cdncéfnéa It vié?énfhe
market prdcéss as one of the contréilihg,élementsAof'tﬁé'world's
social and ecqnomié growth. Becaﬁse marketing is a socialvinw
strument through which.é gtandard‘of_living_is transmittg§ to
séciet&, as a disCipline it is a soéial one_with'comﬁenéﬁréte
:social'rcsponsibilities that capnot merely bé‘the.exclusivé
concern of companies aﬁd consumerso"29 

Lerner .ridiéules the idea of & social concept by éaying‘,
"Among fhe qurrent depr¢cations of_éonéern With conaﬁmer sOV~
'_eréignty iB>its réjectioﬁ 6n the giounds,thaé it congéntfatés
 cn the ;Egividual instead of counsidering society'as'anvorgéuize&j‘
whole with its higher‘purposes to wﬁiéh narrqwuinterests.of the
individual should be subservient. Sometimes this is adduced in
the name.of all humanitf,‘soéetimes in'the narne of'an even wideb
world”spirit or cglieétive minds More often it is founé. in the'v

30

narrower context of the interests of ‘a race or class or nation."
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Drucker thinks that there was nothing wrong with the mar-
keting concept. The majorfcause of dissatisfaction was that it

was not practiced. 'We have asked ourselves where in the mar-

"keting concept consumerisﬁffits or beiongs. I‘have come to the

'conclugion that,‘so far, the only way one'éan really define

it within the total marketing concept\ié.és the shame of the

total marketing.gonceﬁt..; Marketing has been'définéd~as looking
at the world from: the seIIEr’s end - and that's;one way of iooking
at it. »Ahd that is the way we have been practicing it.> But there
is another definitioﬁ:of‘Mafketing, thch is to look at ihé bus-
iness from the buyer'giend; ‘And that is consumerism and we .

I
haven't practiced it "

Summary and Conclusions

-If consumerism is to look. at the‘businéss from the buyerfs

" end, one must investigate the treatment of consumer interest in

" that forceful movement.since it is apparent that the idea that

the individual interest should be subservient to “gociely as

an organized whole' again approached the jidea of public interest.

The marketing concept approach does not define the consumer in-

téfest becaunze the concépt'is a surrogate decision rule which
ifi effect provides the business firm with a way to analyze their
mafketing'task tpidireét‘the,applicationfof the firm's resources

to satisfy a consumer need at a profit.
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" PART IV 'CONSUMERISM AND CONSUMER INTEREST

A host pf>articles and books,:mainly from joufnalisfic
-and consumer advocacy'hnd protection'soufceé, have been wfittén
which have been grouped'under the beading of ﬁGonSumeri?ﬁ and
Consumer Interesth® for this ééctidn of‘the report. |
In addition to searching for the cpnsuﬁef‘interest‘this

- chépter provides the_dpportunity to trace the develop@ﬁnt-of

- the consumer movement since ccpcepts of the consnmer'intereét:'_
have evolved with the growth of the'mOVemént. Not surprisingiy,
thé consumerism mo?ement grew as Journalistic investigators
pointed out thé failufeé of the mé#két syatem‘to serve the |

consumer.

The Failure of Mafketiﬁg Systems to Serve Consumer Ig#eresﬁs 

The litany of host marketgrs; as mentidned'earlie:. is that
‘thaif.$€rategies are consumer oriented;_i.e. the firm;is:aupﬁosad
" to take its marching order from the market. Yet the happenings
in the markeiplace wculd‘belie this'coﬁciusiona Mény cénsumers '
belicve that firms are guided more by avaricious, rapacious}
' an&_explbitative self-intorest than by consumer interest;l
Hencé'has evolved the cbnsgmerism<movement.'

Kallet and Schlink, the authqré 6?-100,000,000 Guinea Pigs,2

criticized the system as egrly as 1933. "Using the Feeble and

Sug -
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ineffective pure.fodd and_drﬁg 1&&5'58‘5 Smoke-screen; the.food
.and drug industries_havq‘beeh systéﬁatically'bombarding us with
falseﬁqods about purity,‘healthfulﬁess,vand safety of their
products, while they haQeﬁbeeh méking profits By experimentiné
on us with poisoﬁs, irritants, harﬁful ghemical preseryations,'f
~and dangerous drugs." Another authbr; Fullen,_ﬁriting on‘thé'
- same- subject in 1972 sald, "Today, nearly forty years. later,
:the situation is worse, not better. Every new‘advance seens
to have brought w;th it a more than equéi shafe of daﬁger.
New hazards'aré moré subtle; more sophisticéted, more deadly
- than thosn of the less regulated days of the early thxrtleo....
It is 19}3 all over agala - multiplied by lugar¢unms.ﬁ%

Ralph Nader referring'to‘the'1970 Hearings of the Rational
Commissipn on Product Safety Qfote'“The Commission est;métes
. that manufacture of Hazardous products costs ourvsociety oﬁer
£5.5 billion each yéar. Each year as a result of incidents
‘connected w1th housnhold producta, 20 million Amerlcans are
’1ﬁ3ured seriously enough to require medlcal treatment or be-
:disablediforjs,day or moré. This includés.5859000.hospitalized,
110,000 permanenfly disabied.and B0,000.who are killed."g

Rosenan, a Cardonan author. hab the same story to tell.

- "Evary day, Canadxano buy shirts that anrlnk, toys that lngurc

and roofs that leake We sign con»racts we don‘t understand

for magazine subscriptions, home repairs and correspondencc:
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courses we doh't rsally'waﬁf. ¥e answer ads for "first quality"
'qgrfets that are actﬁallyvsubstandé%d, "12,066 mile" used cars
'Qith odometers that the'deaiefs have folled ‘back, washiug machines
"reduced from 5350" that never sold. anywhere near that prlce at
allesss Instead of the klngs of the marketplace we're supposed

to be, we usually feel much more likq its pawns."S .

The Causes of Consumér‘DiééatisfaéfionA
. The factors thai resulted in-coﬁsumer dissatisfaction are
- pumerous. The analysis may begin,from what Vebleﬁ saic iﬁ 1920
about the mofiveSZQf businessmen;."The busigessmanfs ?l&ce.in
the’economy of néture is to make money, not to prdéuce géods.
The production of g@ods is'$ meqhanical proceés, incidéhtal
.to the makiug of mdnéy;‘whereas the‘mgking bf money isAa pecuniaxy
opefation, carried on by bargain and'sale, not be mechaﬁicél ap=
plzances -and powers."6
Fallure of campetltxon. prollferatlon of products. aLd ine
personal buying are mentloned as other causes of consum r d18~
'satlsfactlon. "ance the produculve process was 80 prol1f1c,
‘goods poured Jnto tha marketplace 1n a torrent in whlch the moet
' -competltlve aopects of marketing. were spawned, However, out oi
'fhe.by-ways of compeéition:also c?ept fraud, deceptioﬂg sﬁoddy
'goods, shabby practices.r D,e_ceit9 ﬁsury, @hdﬁguilc Qere not new

in thg worldg they.had simply been enhanced with factors of transe
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_ portatlon, advertzsxng, technologlcal complexlty, and . 11nanc1al
'hocus pocus. Where once-the_buyers and'sellers could stand face
" to face on equal terms, now the transactlon had become impersonal,
compllcated, and heavzly welghted on the slde of the professlonal

‘sellers. :..;the consumer still buys in 1solat;on, does not
‘speak with an orgénizeﬁ.#bice, and writes off his IOSSQSj.diSQ
. appointments, or eve@ physiégl damage as t§i£ion in the hard
s;hool‘of exéeriénce}"? -

The same author glves numeroﬁs examples of product pro=
liferat;on. ",..there was a bonanza of all’ the thlngs we had
doné with&ut: tirés; flatirons, refrlgerators, etc, Moreover,
,_tnere was & great burst of goods we'd never seen before. de»
tergents, nylons, T.Vs, plaatlcs and frozen foods."8

Koch also mentions'loss of persona; contact and prolif-
eration of products as twoiimportéht reasons for consumer dién
saticfaction? "@odéy fhe résponsibility of business for pra-

: tect1n~ the - cousumer is broadenlng, because tha Amerlcan market-
place is undergo;ng bas1c changes. Consumers and producnrs, ang
evenvconsumefs and retailers, are‘mora.and more remote from‘each
"other; In the past decade there has been aﬁ;éstonishing expénSion"
in the érray of products,-price fénges.and éizes frbm which con=
E sumers may Gh605é0> Today consumers. must make buylng dec:s;ons on

" new and often extremely complex products such as stereo cOﬂponean

for reco:d'playersiand aerosol-can cheese spréads which need no
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refrigeration some of.which Qére uﬁkhown és recently as a yéér
ago.“g |

A report prepared for the Organizafionkfér Econbmichbqp—
eration apd Development (OECD) mehtioﬁs the growth of mass pfo-
duction, acceleration of.technical.bfogress,»the increése in
‘purchasing powér, and thé widening of markets as four.iméortaht
reasons creating difficulties for'consumérs in decision'@aking.

» The raport says, "Wﬁile these deﬁelppments havg:brought
benéfité to the consumer; hé has inAthe process beén.§on£ronted
by a~vast1y_grqéte; range of goods;:mpré compiex snd deéigned.‘
‘:to heet & great variety'éf specifig uses;‘pfﬁducedvin anticipation
of demand rather than in response to it, promoted by mo:é-vigorcus
and sophisticated §elling tecbniques? and bringing into plajva
.mére elaborate range of services. In such édnditidns it has
becone increaéingly difficult for the consumerAto identify
dangers which may arise from.the goods on offer, to recognize
deéeptiyaApractices before they havé.;nduced him te buy, to choose
the gooda most_suited toAhis particular needs, and to ehsure fhat
his wishes are adequately conveyed to and reflécte& by the s&pplie;,"lc

Broffman thle speaking of the imbalaﬁge betyéen produceﬁ and
consumer says: "The current consumef.ﬁovéhent asserts that there
is a_gréwing imbalance tetween producer énd cénsumérc thaﬂ a few

hundred companies dominate society, and they are unresponsive to
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 the needs of the consumer. Instead, they use their power -
aided by massive advertising - to manage thé market; that is,
to par#uade the consyﬁer_to.buy whatever.products:they cheose
to éut on the market."ll; Althougﬁ, beipg a businessman he does
'not'agree with this extreme view, he coﬁsiders it:foolish to
ﬁgny realities like lack of attention to health and safety.

The éiants of the industry are equally blamed for the
happénings in the marketplaqe,j “"The fly by night operator;
<whd$e sole purpose is fo‘éheat the consumer, operates outside
the law. Through painful expérience the American»cénsumer knows
.his étyle and does his best to shun his peréuésive«patches;x
The American buaiuessman'is no less offendednby éhe oyeratiogs of
the.shysfer, and has created such organizations as‘the'Better
‘ Busineés Bureau to heip keep them out of the markétpla:e. ﬁut
>within the past decade, the disturbing realization has ‘slowly
. come to the American consumer that unethical,-antisociai. énd
amoral busine;s prgctices are not confined-to the fringes §£ the
’marketplace: they alsd éxiét'at the core of the Americaﬁ economi.c
"’Bystem; déily»prgdticed by the same respécted giantw of indus£ry
‘iwho made'this_nation the moét'powe:ful ang affluenf on gartha"la

. Another important factor éontributing tq_the.dissatisfaction
of the céﬁsumer is'the e%peétation‘bf ?erfection fromlﬁécﬁnologyo
".(,}sdciety has been thoroughly @ohditicneé:to expecﬁqperféction

from its technologye. 'Moan langings, miracle drugs, organ trans-
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plantations. and jet transportation'make the house-wife wonder
why zipper manufactureré~cannot make one that Qiii not jam. "13
Robert C. hells, calls it "a revo]t of rising expectancy"
W,..the public is staglng e revolt arlslng from frustrat:on. .
Cpstomers'today'expect products to'perform sa?;sfactorily, to
prdvide dependaile'functional ﬁerformance and to beTSafe. This
threshold of acceptable performance is qteadlly rlslng.“lq
Broffman Presxdent of John Morrell and Company whlla speaklng '
béfore the Amerlcan Meat Instltute in. 1071 aald,'ﬁihlngs may .
also seem worse to some consumerq today because thev expect
-a great dea} from Amerlcan Technology.. PeOple'exclalm: Ve
did land on the moom. VWhy canr't thic méat be £ euh?"l
Spme'businessmen-think that cénéuﬁérism is an invention of
:politiciénse "A‘good many of my frién&suih busineés,have beén
telling me over thezyearé:that consumefiém is an invehtion of
the politicians, and'that there is no sﬁﬁport=for it in the _
marketpldce. And I am wllllng to. belleve thdt up to a poxnt.

But Itve been around long enough to know that polmtlclans don't

,flog dead herses - they can't afford th Théy are in & nuch-

| .. pore compet1t1»b business than we are, and if there is no sup-

16

port,for something they go elsegheré very fasto“
Markin thinks:thatfthe‘mpdern compléxities reduce consumers
“ability to make intelligént'decisions. MPhe consumers' dilemma

:is that he wants gocds. He needs'géods; But' the fact is that
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technology is spawhing such a torrent of new and improved” goods,
marketing is creating such complicated packages and deals, angd

advertising is. so0 miéleading, uninformative, and so riddled

\

thh half-truths that it is difficult for the coasumer to
17

choose visely and to be an. effectlve d00181on maker,"

The History of Consumerism

To iocate the exact or even an Approximate_date”of:&ny
movement is a very difficult task. So it is with fhe'origins,
of tbe'coﬁsumer m&vemenﬁ. fartin and Smlth think that any
hlbtorv of organized action by consumers in Britain woula,-
.have beeg éssentially a higtory of the consumer co~opérative
@ovement@ According to them, wheﬁ the first consumer co-cperative
was formed in the back streets of\Roéhdale in 1844§'€§e wesk
bargaining position éf‘poor unorg%ﬂized consumers in relation to
all power‘ul suppllers vag to be seen in an acute forms: payment
in kind by employers, ch“onlc 1ndebtednesu, adulte“atnon of food,
: vlde varlafloub 1n qua1¢ty and monopoly pxlclng.l

~ The beglnnlag of the consumer movement in North America
éan be date@ from the formatzon of Consumers‘ League in New
Xcrk.City ih 1891. In 1898, local gfoﬁps»join;d iﬁvé national
;feﬁeration,ithe National Gonsumers' League andtby lQOB.thg na-
‘tioﬁal-orgénization had grcwﬁ.to 6k brancheé'in 26 states'el9

Both Herrmann end Kotler divide the consumer movement into
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three eras: the early 1900'5; the mid'1930‘srand the mid 1960's.,

The First Consumerism Era "I'ne Early 1900's"

The first consumer era was fueled by such factors as fising
.prices,<Upton.Sinclair'$ "The Jungie", and drug scandalsf< Thé.
gain to conSumers was‘the passage.of fhe Pufé food éﬁd"Drug
Act‘of 1906, the Meat Iﬁspection Act of 1906:and ﬁhe crédtion‘
of the Feder&iATrade Commiseion. |

The Second Consumerism Era "The mid 1930's"

The second era of consumerism in the 1930'8 was_syarted by

. such facfofs as an.upturn-in‘conéumer psices;in the midst of the
depression, the sulfanilamide scandal , the widely imitated Dotroit
housewives strike, the publication of Chase and Schlink's best

‘selling book 100,000,000 Guinea Pigs which inspireq»eﬁen Franklin -

D. Roosevelt. These factors resulted in the strengthening of the
. Pure Food and Drug Act and the grantidg,of~ﬁofé powers to the
Federal Trade CommisSion to regulate unfair or deﬁeptive acts and

practicese.

Tne Third Consumerism Era ''The mid 1960 s"

The tenipo of activit& of consumerism might have gatten more

- momentum in the late 1930's but the Second World War diverted |

all attention to the problem of pational survival. During the
,195058 Vance Packard'é "The Hiddén Persuéders“‘created'§onsiderable
interest in consumeriém_bﬁt the bégipning of the third era is'

usually deted from John F. Kennedy's Consumex Ressage to the Congress
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in Spring 1962. President Kennedy pfe&enfed his well known Coﬁ;
‘sumer Bill of Rights whlch hlghllghted the rlght to safetvg the
right to be informed, the right to choose,uand the right to be'
heard. | | -

In Canada, the Federal Government set up ifs Consuner and
Corpofa£e Affairs Departmen£ in 15te.1967- The.provinces startéd
draftlng consumey l“ngl&thn in the late 51xt1es and had con-
sumer depqrtments in all pvov1nces in the 1070‘50

 The major events of tbe_thlrd era ofvconsumerism in the
United States were the girth_of thalidomide babies, President
dehnson‘s creation of a new White HouseAbost in 196k, Special‘
Assistant for Consumer Affairs, in 1964 the appointment of
Esther Peterson'on thevpost, the publication in‘l965 of Ealphza
Nader's bgst selling book “Unsafe at any Speed", the. hlgh rate
of inflation during the mlddle slxtles, the publlcatlon of
"The Poor Pay More'" in 1963 by David Caplovitz, the passmng'of
A. &“number of acts inc;uding-tﬁe Highway Safety Act of 1966,.the
Truth-in Packaging.Bili of.1966, the Truth in.Lending‘Bi;l'of

1968, et

The Meaning of Consumerism

Vance Packard Qaé one of the ea;liestfadopters-ofjtbe térm
Yoconsunarism'i, His usage of the word‘link;d the word:withl
'Strgteg;eé f6r persuéding cqnsu@ersvto quickly expand their needs

-

- . ' . . . 21
_and wants by making them ''voracious, vasteful , compulsive,




Day and Aaker used the term for the most common understanding
of consumeriém-in reféfence to the Qidening réﬁge of aétivities
of government, bu51ness,'and 1ndependent organlzatlons that are
_d881gned to protect 1nd1v1duals from practlcas ‘(of both bu31ness
and government) that infringe upon their rights as consumers."22
Acaordlng to their 1nterp”etat10n, this view of consumerxsm -

phasiges the dlrect relatlonshlp between the 1nd1v1dual consumer

and‘the bu51ness firm. The spe lelc rlghts and how these rlghts
coée about is nqt feally_addressed in any significant wayo
| Kotler treats consumerism as "é'social movement seekiugtto
‘-augment the rlghtq and powers of buyers im relation to scllers n&3
Craééns and Hills offer a similar dc;xu;A oalof consunerism. as
"a socialiforce within the enyironment designgd to7aia and'pfotéct
'the‘cbnsumer by.exerting legal, mc;ral9 énd éCOnomic pressure on
A business.“a# B |

Peter Drucker thinks that "cénéumerism means that the consumer
looks updn the manufécturer as somebody‘who is interested but ﬁho
really does not know whaf the consumer B realltles are, - He regards
ths manufacturer as somebody who haa ‘not made - the effort to. fxnu
ilout, who does not underﬁtand the worla in khlch the consumer ]1ves,
and who expects the consumer to be able to make dlqthctzous wvhich
the consumer is neltner wxlllng nox able to mage "25

Bugklrk and Rothe use consumerism for "The organized efforts
'of.cénsumérﬁ aeéking redreqs, restituticn and remedy for dissatisn
faction they have accumulated in the Qanisiﬁion of:the;rvstandard

7

of livingo"zo
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Mrs.’Virginia‘H,.Knauer, Specigl Assistant to the‘Pfesidént
for-Coﬁsumér Afféirs considers consﬁmerism to_ be "the watchdog for
the new mllltant mood. among consumers whose real sp1r1t is 'let the.
~sellers‘beware' 1n comparxson to the ége-old caveat emptor or 'let

27 -

'thg buyer_beware’.

‘The issumoption of a Consumer Antagonist

T To understeand the treatment of‘COnsﬁmer interésté in con-
sumurlsi it is useful to st&te the assumptlons of a consumerism’
-‘antagonlst or an apologxét for somé of the iallure= of thc market~‘
.place. Note that th;s llst vas first publlshe& in & house organ
of & méjof{advertising égéncy in Montreai onl& Hur yearé agoe

l. A major asaumptlon pzesunpo;ed antegonist roles of
buyer and seller. The interdependence of the two
ie not considered,,the significance of the marketing
- concept is discounted; and the efforts of marketing
research to ascertain consumer wants are either un-
known’ to ~ or ignored.by the critic.

2. 1t is assumed that the seller del1berately obfuscates
o that he is sophisticated in this art, and thqt con-
fu81on somehow results 1n patron;ge. '

3. It is- ta&en for grantea that the geller has the.
financial resources to dimpose his ideas in the market-
rlace; competition is assumed avay; and regulat\on is
adgudged 1neffect1vee

Lk, The maxamlzatlon of short~term profit is asserted to.
be the. ouly goal of the seller. The seller - unlike
othexr people in our society ~ is said to be. complotelv
insensitive to social neceds; no. connection whatever is
seen between profit and consumer satisfaction.



o Lt a4 ST

TE A b

61

5. I anything goes wrong in the marketplace, it ie auto-
matlcaxly presumed that the business firm its manage -
ment, and exp1101tlv, its marketing oneratlou. are at
fault.. The accountant, the engineer, the controller,
and especially the bluencollar workman and his union
are looked upon a& uninvolved. ‘

6. The buyer is categorized as a moron,; incompetsznt to make
sound purchasirg judgements. Critics acknowledge that
he was never better infcrmed, better educated, or more
ekeptlcal. Yet somehow' they belleve he lO&LS hisg
senses in the marketnlace.

7. Yet snother assumption holds that certain iudividvals
' an¢ groups have been endowed with a supernalural
ability to discern what is best for the rest of us.

8. It is assuwed that acceeding~to demanda of congun-
erists is either cost-less or cost~absorbable by
the seller. Further, that any costs not only can
be but should be borng by the seller. Or converse-
1y, that ths buyer will willingly pay a premiuve
‘for.products that are Sqtter for him - low-lesd
gaqol1ne, for example. ' '

Some Statements of Consumer Interestis

President Kennéav's Special Mesaage‘ou protecting consumer
1nterm5ts sent to the Congress on March 15, 1962 is perhaps the.
most quoted statesent on congumer interests. ~In this,m&ssageg
fh@”firsf ever delivéréd by & President on this topic, Presider
Kennédy tock note of'the~important role plajed by éénauﬂers in the .
:Ameriqan economy and the chélienging probleme that confront

29

them.

The Kennedy Statement

In the message President Kennedy imcluded the following &e
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as consumer interests:

1.

e

The right to safety - to be protected against

the marketing of goods which are hazardous to
health-of lifee.

The right to be informed - to be protected against
fraudulent, deceitful or grossly misleading infor-
mation, advertising, labeling or other Dractlces,
and to be given the facts he needs to make an in-
formed ch01ce. :

The ripght to choose - to be assured, wherever
possible, access to a variety of products and
services at competitive prices, and in those

“industries in which competition is not workable.

and government regulation is substituted, an
assurance of c'ett:Lsi‘actm-y qualltv and servmce
at fair prlcese

‘The right to be heard « to be assureo that con-
“sumer interests will receive full snd sympathetic

consideration in the iormuiatlon of Govermment
policy, and:fair and cxned1t10us treatment in 1ts
admlnlstratlve tritunsals

These four rights of consumers,,&lthough bread,:arae Lﬁ,ful

guidingiprinciples.

The Day end Aasker Statement

Day and Azker consider the fdilowiug three as major consumer

. interests:

L.

Protection against clear cut abuses. This encempasses
outright Iraud and deceit that are a part of the '"dark
gide of the marketplace!", as well z2s dangers to heelth
and safety from voluntary use of a prooncr. There ig
substantial agreement in principle between business

end consumer apcokesmen that such abuses wust be pre-
vented, but there is often a wide divergence of opinioen
on the extent of the problem. As & result the govern-
ment has teken the initiative in this area, usually
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S

after the divulgence.of.a_sensational.ahliges,. This
has been the case with much of the legislation
dealing with drug, tire, auto, angd pipeline safety
and meat and fish inspection. Even so, this is
the least controverslal and oldest aspect of con=-
sumerism.

Provision of adequate information. The concern
here is with the economic interests of the con-
sumer. The question is whether the right to in-
formation goes beyond the right not to be deceived,
to include the provision of performance information
that will ensure a wise purchase.  Much of the
controversy snd confusion over consumerism revolved

~around this Lasic issue. The two polar positions

identified by Bauer and Greyser are the business
¥iew that the buyer should be guided by his judge-
ment of the manufacturer's reputation and the

" quality of the brand, versus the view of the con-

sumer spokesmen that informstion should ke pro-
vided by impsrtial sources and reveal performance
characteristics.

The protection of consumers against themselves

and other consumers. -Some of the thrust behind

- comsumerism comes from the growing acceptance- of

thie position that paternalism. is a legitimate
policye. Thus, the Natiomal Traffic and Motor
Vehicle Safety Act of 1966 is not concerned with
the possibility that the buyer has an expressed
bt unsatisfied need for safely, and emphasizes
instead that carelessness may have undesirable
consequences for inmocant participants. There is
a sound basis in economic theory for such inters:
vention whenever the action of a buyer serves
only his own best interest and fails to take into
account the effects on others. However, this
principle is being extended to situations of
"implied consumer interest! where the individual
is deesmed unable to.even identify his own best
interest (eeg., the mandatery installation of
seat belts and. the provision for a '"cooling off"
period after & door-to-door sale). This is a -
zstrong justification for the pretection of in-
experienced, poorly educated, and generalily dis-
advantaged consumers. Hore controversial by far
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is the extension of this notion to all consumers

on the grounds that manipulated preferences may

be disregarded when35he consumer is not acting in I
his best interest."” . 4 ’

'Tﬁe Nader Stétement::

Ralph Nader may:have‘ﬁvéfstgted the problem but whén he was
"qgestioned on how to pick and qhooéé‘from amdﬁg the'wény so-called
éonflicting cohsumer.interests,‘he‘replied that they would be
-_picked‘"on the basis»bf.criteria as to how manf people are harued,
‘how serious is. the hérm.>whether it is health, saféty of;economics,
‘to whaf eitenf is the ‘Agency to be intervenediagainst getting‘its
“head in the sénd,andAis not dding aﬁything at a-ll'about'i_t$ and
‘to what extent the time factor requires imminent action; Thgre
are 56 many major gross ab&sés of the conéﬁﬁer‘s rights iﬁ the
gountry_thét the Agéncy for'Consﬁmer Advocacy will be very busy
-on thé hard, crude e&gés of consumer abuse. Theyia?e géing to
.be‘dééling with the big abuses, Itwis hardly &nticipatéd that
they‘érg gcingvté have time to desl with the_§réas~6f gray or
vthe‘relatively small éectofsléf bonsumer abuéeg ‘They afé éoing

t§ be dealing with multi;billion~dollar/energy‘prices,'they are
‘going to be dealing with'hérm from adverse drug éffacts Lo per-
haps hundrgds of th#usand# of people;:they éf& going tQ-be
dealing.with'food contamination prbblems, they aré’goﬁng”£o be
‘dealing with radiation exposure by consumer pfoductsgitﬁéy are

going to be dealing with recall policies, meat and. poultry in-
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spection ﬁractiées and the like.

"I do not think they are going to have a’ very difficﬁlt:‘\
time finding a consumer consensus."
"I might add, Senator Ribicoff, that it will be much easier

for the ACA to aScertain:thé.qonsumer interest than‘it'has been

" for the U.S. Department of Agriculture to aséertain ‘the farmef'a

interest preferring, as it has over the years, big agribusiness

over small farmers and sharecroppers or the U.S. Department of

Commerce, which. has tended to prefer big business interests over

= : ' el !
the needs, when they are competing, of small business interests.'”

An important.probleh of consumer iﬁterests id cbnsumerism is
their scobe. The O.E.C;D.'Committce on Consumer Polic&'identifies
consumer interests either 85 physi&al‘or.econoﬁic. The consumer
intérests-in the pﬁysiéal.sense includé'safetf and health. Theée
twdAcdnsgmer interests are COnside#ed'So_iméoftagt in C.E.C.Ds

countries that "at the present time, even Member countries which

~do not have a general consumer protection policy do have a fairly

full renge of measures whose purpose is to safeguard consumers'
th ar n32 |
health and safety."” ‘
The protectioh of consumers economic interests includes
“fraud and deception by unscrupulous traders...control of ag-.
gressive sales methods, banding of deceptive or misleading cales
technigues, and inaccurate or misleading advertising, and measures

33

for controlling consumer cregit."
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. even if it may be harmful to them.'” -
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A Statement of Consuﬁer Interests

A synthesis of consumer‘interests which has been derived

. from the literature review for this chapter has been classified

under the following heads:
L. Safety and Health
2. Economic

' 3. Ecology

- The Furuhashi and McCarthy1exposition was most useful in thia:

synthesie; their work being a synthesis of existing materials.

l. Consumer Interests - Saféty end Health

The "discussion of salety and health hazards is hbt as simple

a task in all cases as it appears on the surface.. A number of

value judgements are involved. Freedom of choice is also involved

in these decisions. Furuhashi and MeCarthy while talking of the

1971 U.S. ban on cigafettes adﬁértising on‘télevision and radio

say, "Such restrictive measures pose a thredt not only to those

" who earn their livelihood through the manufacture and distribution

of restricted products, but also to cohsumgfs'who‘enjoy these

‘products. Some people argue that in a free society individuals

should be -able to make a.free choice as to what th&y_want to“buy,

3l

The question of consumer freedom was raised by a tobkacco

'grower in a heariﬁg in U.S. Senate on cigarette advertising and

labeling. "We people who grow tobacco and our predecessors for
many generations have believed that we were in an honorable

buginess. We have believed that in im§ortant respects tobacco
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was beneficial to:&hefuéer. There seeus fo be no doubt that

the use of tobacco in its various forms is relaxlng. is engoy- '

able and is conduc1ve to a measure of conteqtmﬁnt.

,ﬂToday is a day of_tensxons as never before.,f‘whé has
tried to;measufé:fhe ielief from present day tensibné‘which
may be -credited to tobacco? Who can predict what would be thn
exp1031on of tense people if there were no relax1ng agents |
or.avenues...... For more»than three centurles men andAwomen
have enjoyed the relaﬁation; the ﬁedt&l:conténfment and the
pléasuré that they have found in s@oking..;. , | B

,nrhé decision to smoke or not tq.smoké;_the'deciéion as
%o how much to smoke; are decisions fbf;each individual adu}t.
Eaéh must and does balance the consiaefatiohs for ahd'égainst'
u35 |

Interestlng flgures were quoted fron a report prepared by
thé:Ford Foundatlon in November ;963.,_"The average life expec-
tancy i§ now 70 yéafs; éompéred with 63 in ;943 end 57 in 192Jo
For thézfirst time; the_figure i§ dvef:the genorally acccpted
retiringlage of 65; Neyer:before-ﬁave oluApeople compr;sed such
a high proportion -.l/iO - §f the ﬁatipnfs total popﬁlatiphgﬁ36“
This.happened despite bollution and.a'iacklof purity and health-
fulness. Tﬁé prééence of poisoné, jrritantes, harmful”chemical

preservatlves, and dengerous drugs did. not reduce the avelage'
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life éﬁpecfancy.

The questipﬁ of ﬁhere:tb‘draw a line Qhéﬁ.safety is involved
 is difficult t§ énsw?r. Nnmerous,éxgméieé'of free choice and
:ééfety such as wearing of safety;helﬁs.by ﬁotoiists and potof
eycle helmets can be given. When Ford tried to sell safety
L belts as an optional automobile equipdent in the 1950's, buyers
 qid ﬁot.ragpond; Many who had them ih_their"cars did not use
theu.' | o

.An interesting éase of limitiné.ihé freedom of consumer
choice Qasvérobibitién in the United Stétés. Over<fift345§ven
. years ago (in 1919) ﬁhe U.S. Governheni.décided that it was in
?he public:interest to_prbbibit, or f%strictvthe importation,
:ianufaqture, sale and consgmptibh‘oftéicohélig.bevérages; The
ffeedém 6f~§hoice of consumers was légailyleliﬁinafed. l&housands
of pérsoné~wercAC§nvigted yéarly and fiped a@&:sent_to jail fof
~violatioﬁfof the VoisteadiAét. The ﬁﬁble expérineﬁt did not
Qbrk and ultimately the publie iniéreét vaé redefiqed aﬁd'the
Volstead.Act repealed,B? - | |

.Furuhashi and‘HcCarthy raisé.an important question in
this fegard. "The bésiclissue,hgre, therafore, is whether a
.market difected system‘iill éafegﬁard théfconsﬁmers' interests.
.:Impliéit in the argﬁments_df soﬁé critics is the notion that
V;onsuﬁérs; purchase decisions in the marketplaée do not hecéé-'

sarily reflect their best interests. If this is the question,
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perhaps'vé ﬁeed sonme legisiatiOn. vBut who is to decide what is
in the éublic inferést'ih fegard to prdduct quality,.and how
_ are they to decidg?. TheéeA#re_not~ju§t aéadeﬁic questiéhs,
because any regulations or legislafion mﬁst provide.some
guidgline$ for a&iion. Such guidglinés ar§ als6 necessary .
 for meaningful discdésion abbnt proﬁdét‘wafrénties,and ggéraptees."zs'”f
| In reply to él} theée éﬁestioas it can be said that product
safety and health hazards are not in&ividual pxoblems..-It is
 the society,who ultimately'ﬁears'théléoét of lost—working dgys,
- medicare; police and court time, insurance..and unempldyment and
‘welfare paymeats. 'Thus soci§ty has‘alright to restrict conéumers'
freédom(of choice.. But'every‘one mayihbt necessarily agree to

this kind of reasoning.

2. Consumers' Economic Interests

 Economic inteiéété_relate té moﬁetéry loss to consumers due
to poor products or deceptive markétiné*practices. An intefesting
example given by Ralph Nader was that"of automobile bugpers'"those
chroﬁe,_ornamental'eyeﬁrqws - are designed today, and for fhe
- past several years; té ﬁaxiﬁize repair costs, and knowiﬁglj
so;...bﬁmpérs cannot protect the vehiclé'in co11isions exceeding
2 miles per hour and some bumpers fail even that sténda:d;
Recently, a Michigan insurance executive released a study that

indicated an annual loss to motorists'of 1 billion due to or-




,namental bumpers... The auto executlves knou this but they go
 Aon 1oot1ng the publ;c by design. A bllllon dollars is dlverted
from other purchases auch a8 tood, furnlture, neﬁacina and.

: clothaa."sg

Another cmpa:rzg:,m by tho auth'_’; 8 thai

"Pr:ce flens keops prxces hagher for customers than they uould
bo_it,compotit;op-prgvazled.._Tho electric price~fixing con-
: spiracy involving GE,, Westinghouse, Allia;cﬁalmers. and otker
coipaniés.was‘éroaecﬁied’iﬁ 1960-61.;»I£ coat‘consumers over a
billion ﬁbllaraa It cost GE, Nestinghouae, that is, about $500
nilllon in punztxve damage settlements and this sum was promptly
v;itten off aa ordlnary and necessary business expanse.ﬁho It
was perhaps hb#ausé'ot these facts that “Pricin§>isaues were
'agsbciatéﬂ vith‘ébnguneriém by over 80% of the wonen and by ap-
»;préxinately 60%~o£.the studg#ts and bpsiness@en."“l
Consumerism's literature is fulliot-éxagple of poor products

ahd deceptive darketing practices., "The Juagle, 100, OOO 000 Guinea

B P;gs, Your Honey 8 WOrth, The Waste Makers and Unsafe at Any Speed

were mentioned prevlously.h? Even new products have defects.
Senator Hart concluded from his hearlngg that, “"New automoblles
‘are a frequent'source.of consumer complaints.: Knobé, handles and
;~swi£ches fall off. Windows and doors leak profusely. Hydrgulic
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‘accessories seldom work."




‘ ‘Prodﬁcts are not what;their names say they are. Lemdn cream

pies contain neither lemon nor’cream. They are just ples. The

. Great American Dream Machxne, a T.V. show of a fev years ago,

satirlzed a familiar brgnd of.lemon cream pie: "It's made of
- good old»ﬁonosédium phosrhate. - the same as used in laiaiives'
and cleaners f.flenty of fresh vhe# sdlids, guaranteed-gum from
the Tex#s grasslands., fSuf ybﬁ will A&te, no 1é§on. no-éréam,
‘ﬁo eggs, just'pie."k“ -
The economic interests oijanadian conéﬁﬁers are not served
‘in any way that can be called better co;pareﬁ tolpther_deVQIOPed
countries. "While bank robbers steal ‘on_1'y' a few million dollars
a ﬁcar, dishdneét auiq-repair shoﬁs caﬁ'tteﬁinsefe:&l:hﬁndfed
million. Because cars are éé'complex it' easj to get victimized.
The Canadlan Broadcasting Carporatxon proved it 1n 1970 by tak;ng
. a vehicle that had been pre-tested and certzfled "fault~-free" by
.a hzghly tra;ned mechanic in two diagnosfic centres. The-flrst
sa1d the car needed §70 worth of repaxrs. The séconé”gavé a .clean
b111 of health to the components the fxrst clinic sald were faulty,
but declded that others needed replacxng at an estlmated cost
of 3103 "“5 '
The consumer economic 1nterest is in belng able to have
effective power to exercise thelr rlghts 1n the marketplace.

The statements of misuse of market power presented abOVe, whlle

not uncommon, are clted as 1nd1catlona of the difficulties of
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" consumers in exercising'their'rights'indthe marketplaCe as equals
wiﬁh sellers. How a system to assure redress on both sides of
the question (abuse of rlghts by elther consumers or sellers)

is a cr1t1cal one but one which is not the subject of thls research.

- e Consumer Interest in Ecolggl

~ The consomerisfs are showiné increesing_interesf'in ecology,
that:ie in the-coneﬁmptioo of the environmen£; In. one eurrey,
" 85% of the respondeefs coneidered pollution to benAmerica's number
one problem, and three out of four thought 1t is industry 8
. respon51b111ty to clean up the env;romnent.46 The feelings about
' ecology are growlng to the extent that a Ca11forn1a banker has
'suggested that_top executlves of companlee that pollute,the‘en-
- vironment be sent to jail for up to five-yeare.u7

Dny and Aaker feel the same way. "Today, consumerlsmila

_becomlng 1ncreasxngly concerned w1th the quallty of phys1cal
env1ronment and the 1mpact of marketlng nract1ces and tecbnology
_ on-the ecology. Ecology is the eystemat1c approacb to nature,
the Study'of how 11v1ng organisms and the non-llv;ng env1ronment
‘ functlon together as a whole or an ecosystem. Such an'onderf
standlng gives meanlng to the idea that One man's goods are
‘aomebodj else’ s;garbage,ithat there are no guch thlngs &8s no-
return cogtaicers -vtbey.do return so@éwhere. It is a recog=

nition which has finelly emerged from our long standihg.cohcern .
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Qith ouilt-in oboolescence, and all the attendant ﬁroblems whioh
contribute to pollution in'a “disposable.sooiety":and'a "throw=
away»culture"‘ o

Air, water, and noise pollution have become an 1mportant
paro of consumer 1nterests. "More recently,'consumerlsm has |
'become 1dent1f1ed with the wldespread concern wlth ‘the quallty
- of the physical env1ronment. The problem of air, water, and
‘noise pallution have become increaoingly salient as‘the'

4o

,tolerance of the publzc for these abusea has decreased.

Lerner, an economlst, feels that "we are dlscoverlng ecology -

that the rivers are not infinite sources of clean water, that
the ocean 1tse1f is not an 1nf1nite receptacle for our garbage,
ond'that the air is exhaqstible too,"Eo

" Kotler thinks that the pollofion of the environment reminded
~ the consumers of the Malthusian specter, "...the.eovironmenf
was progressively exploited in the interests of abundance. . Ob-
servers began to see that‘an abundance. of cars and conveniences
.'ooold‘proouce a shortage of clean.air and water. The Malthusian
| specter of man running out of sufficient reoources_to maintain
e hioself.oecameia growing_oohcern."sl’
| Ralph Nader aiso has pointed out the hazards of'pollution.

'He quoted Dr. Arlle Havargen-Smlt for discovering a deflnlte link

~ between automoblle exhausts and smog conditions in Los Angeles.
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:"Thia pollution contains.the‘most_seribus‘toxic‘contaminants-

which afe aésociated with a significantly higher incidence of

morbidity. and mortality froﬁx emphysema, chroniq brpnchitis. __

lung éanccr, and heart disease. 'Invﬁroperty damége_dﬁe‘to

air pollution, the Uﬁiﬁed States Pﬁblié 39alth Service es-

" timates a loss of roughlyVSixty-fiVe dollars per céﬁitg e#ch

year, ér over eleven billion dollarsféltogether.
“PollutionAcorrqdes metals, deterior&tes fubbeﬁvprqducfs,

erodes concrete and bﬁilding étong;‘sdils.& great variéfytof

-materialé, and déposits duét and sodt on highly seﬁsitive.‘

machinery-aﬁd instruments."52
KAutogqbilesiaré not the only pollutants. Besides the

business_firms,”the'consumers themselves are a big éoﬁ:ce of

fpoilﬁtion. The role ;f pefsonal consumption in thé déterioration

of our environment ié of growing concern. Individuéls in North

‘America create as much solid waste as manufacturing does.

- Numerous consumer products, such_ﬁs hutomobiles, ladndry detergents,

glass~and Alumihum containers, pesticides and'fertilizers, have

1be§n‘identified as sigﬁificant doﬁtrisutors td énvi:dnmental de-

tericration."SB._ | |
Consumerism is concerned not oﬁly wifh ?6day;s consumer interesfs;

‘but'also>ﬁith thé impact . of ;onsumption‘gn the coming>£omorrdws.

Any iﬁcrease in pppulatiohﬂloads thexlaﬁdscapé wifh'more and‘ﬁore

beer cans; junked autosvand other garbage. The result of mass
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"_merketing is maseive filth.
The issue of poliution_is not a black:o# white type of
- thing. -There‘are grey areas 31597 _ConsumerFS*interests clesh
.vwitﬁ those of other:qcpngers as well ae those of manufacturers.
Furuhasﬁi and McCafthy iliuetrateifhe nature of this conflict
with the‘help_qf a case'in§o1ving pollution of a lake by several .
»nanufacturers.__ | | : | |
"Ind1v1dual firms have located around the shores of a par-
tzcular lake to make'use of the nearby raw materlals, water and
labor. In a mlerosense,~the manufecturere are doing 'good' -
'providing employmeﬁf>to #orkers, peofife_to their sharehelders.
and Products for the.benefit of.interested'consumers. " |
"Through the normal productlon process, however, the various
compenles may pollute the lake and thereby diminish its useful-.
:“eness to all othervusers, 1nclud1ng some of the people who have
 jobs in the factory. Hence, logically there may be a conflict
ebetween,the wo;kerefeinterests-(micro),‘as ehployers of the.
factory. as well'as the consumers bf paper products. aﬁd their
“'1nterests (macro), "consumers of the local envzronment -
that is, ‘clean water for swimming, boatzng. or flshmng.
‘"If laws are passed to 11m1t the freedom of individual firms,
‘the firms may have;to raise their pr;ces; thereby affectlng‘some‘
consumers because rising eosté usueily must be passed on to con- ;

‘ﬁzeumersg“ Alternately, the firms may have to close their doors ‘and
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firc_all'the workers. The lake will return to its original:béauty,
“but the society must do wiﬁhout<the pcpef_products. Former em-
p;oyees'may.pot be able to“find other.gcfk; and wi11 have to.be
supported by thosc still working within>thé macfo-sysfcm. And
“the resources 1nvested in the plants will be wasted. w3

Acceptance of a legltlmate consumer interest in the environ-
‘men_tﬁey consume is'relativcly easy. What is difficult‘is tﬁe
detergination of the limits cn these interests and wﬁen the col-

’ lecfive interest of.socieﬁyitakes‘p:ecedence over the individual
interest of a consumer.

Thc above diccussioﬁ df consumer interest ip consumerism
shows~thgt under this‘approach conéuwer icterésts'aré relétively
well defined, but ccpcumerism does not provide solutions to all
"the conflicté thaf,arisc ictdetcrminihg the preference that
. should be given to consumers or producers 1nterests. As menfionedzc
~ earlier, all issues are nct black or whlte. Desplte the dif- |
flcultles in resolv1ng the confllcts, the Jeremlahs of consumerism
wlll go on saylng to the producers’ "I am a human bezng,‘ ‘do not
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'fold, bend, mut11ate,1v1olate or'pollute me i

Summary'and Conclusions -

A review of the consumerism llterature has prQV1ded much

greater insight and deflnltlon of the consumer 1nterest than




78

" have the economic or the market cdncépt,literature.

Consumer righﬁs were defined as the right to choice, safety,
information and to be heard or vériants'of~these rights. We
have summarized and synthésized these rights into interests in

safety, econdmics, and ecology. Oﬁr ré#i§w of the literature

" has failed up to this point. however, to help much in limiting

the bounds of the consumer interest if such boﬁnds are delimitable.
As-with apy social choiée dgcision‘the consumer intereét decision
is not black or white in all cases. |

“‘SeQeral morgibodies éf literature may help cast mofeilight

on the limits of the consﬁmerAinterest.
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PARTV - THE INFORMATION APPROACH
: TO'CONSUMER INTEREST

There has be§pvq‘group\6f writers who‘ﬁave attributed
many pf the problems w@ich consﬁmers gi@erience inithe market
place.to.a'lack of information. The aésumétion 6! this gréup
- is thﬁt provision of'adeéﬁate and timely inférmatigh will go a
long way towardsvsolving thé‘majof problemqlfaced by consumers.

ﬁhilq we may not, in fact do ﬁot,'agrqé'with this view it
is a uéeful perspective.to use in ouf‘search for a'définition of
the consuner interesf; The reader will ' see that some of the
uuthora 1nc1uded under this headlng have gone to great pains to
‘p01nt out that the problem 1s not the provxslon of. 1n£ormat10n,
‘ imporgant as thls may be. but it is the ablllty to use the in-
formation which ia éritical‘to the consumer being able to exer=

cise his or her rights.

A. The Need for Informatlon

The "rlght to be 1nformed" is a very 1mportant area of
coﬁsumer interest. Norman Kangun whlle_discussing the need
for informatlon says,-“Informed consumers are essential to the
fair and efflcment functmonlng of a- free-market economy.
..,.Tephnology has gpawnedua torrent of newland improved pro-
ducts that make it exceedingly diffigult,_if.not’impossible, '

for consumers to keep fully'inforﬁed about them., Can shoppers

t
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be expected to differentiateebetgeen tﬁe performa#ce characfer-
istics ef,cahister and: upright vacuumdeleéners,~the‘dualitiee
;of rayon blend and acrylic blankefs, ﬁhe.relative merits of
" disk and drum.erakes on automobiles, ;.;the.cleaning power of
phosphate versus phOSPhate-free detergen£821
| Stern considers iqfennation essenﬁialufor the aiiocation.of
'_resourees toward the eehievement ofvsoeial goals. "Odr economic
system 1s based on the belief that free and. 1nte111gent decisions
in the marketplace, rather than by government flat, will produce
the most eff1c1ent allocatlon of resources toward the achleve-
nent of private epd social goals, .To exerclse free and 1nte1-
ligenf choices in‘tﬁe‘marketplace, eoneumersdmust have accees
to terms of sale and preducf ini‘omaticn."2 DesPite thle im-
portanco of 1nformatzon to consumere, he laments, "...1t is
11ke1y that the loss of personal rolat:onshlps in the market- .
Tlplace has reduced both the avallablllty and the relxabllzty
of product 1nformat10n."3 B o : "
“Technologlcal changes nake obeolete whatever informatlon
eoﬁsumers bave. Technological change is so rapld that the con-
_sumer who bothers to learn about a commodlty or a service soon
- finds his knowledge: obsclete.“u.‘
" With the increase in the number ef goeds ignorence also
iﬁcreases. "With;economdc developmenf, tﬁe.varietj of goads

increases so that ignorance'per'geed_prebabiy increases. The
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narginalecost.qf somplete infsrmafnon is greafar thanvtne mar-
ginal benefit of compleée information, so that sqme ignorance
per good is justified;‘fThis problem of growing igndrsnce is_

' highlighted when one contrasts the simple budgetVOf our fore-
fathers 1n colonxal days Hlth the budget of the famlly today,

- or when one contrasts the simple world of the consumer in
Guatemala with that.of the~consumer 1n.the United States. In
 Guatema1a the famlly is poor. the number of goods is 1ow, and

1gnorance per good 1s low w?

’ Bssumptzons in the Informatlon Approach

" When 1nformat10n is sa1d to be an 1mportant area of con-‘
sumer interest, certaln assumptlons are ;mplied for consumers
as"docision-makerse While discuseing fheﬂguality and nuantity
of information svsilsble to the consumer Broun suys, "In all of
»theseldiseussions and in writings that have appeared in numerous
jdurnsis is an underiying.sssumptinn fhau ﬁhe consumer is a
ratisnalvdecisibn maker. Moreover. the assumption that the .
consumer needs and wants informatlon and is capable of its -

analysis is also 1mp11ed 6

5.
12

The questlon of consumer ratlonallty is hlghly debatable.
The consumer reacts to 1nformatlon not only wlth his 1ntelllgence,
| but also with his hablts,‘tralts, attitudes, and feelings. In

the theoreticsl framewq:k.'the.cgnsumer is seen as Optimizing
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his performance in a given “tasklenvirénmeﬁt" by-proééssing
the available inforﬁation as effectively as possiﬁie. Efféctive-
ness'ié éonstréinéd by -such proc;ssing limitations as a‘short-
.tefm memory capacity of only five to seven items.’

| It is not clgar from the gvaiiable evidence that informa-
tion has a signifiganffimpaét on behavior. "A curious fgétﬁre
of the growing deﬁand for more informétion:is the paucity of
cbncretg evidence that past disclosures ﬁa;e made significant
.differgnces in.cqnsﬁmer or market béhaviﬁﬁr. _eesThe lack of
evidence on‘thevbehaviéral effects 6f'informati§n discioéﬁies
iévdue to the félatiie‘newﬁess of m§;£ requirements‘and the
inherent difficulties of designing and‘implementihg tﬁe~appro-
priate evaluatién research; The faq@ors are compounded by a
lack of-cﬁnceptuai basis for undérsfahding'how buyers use inﬁor-
uatioﬁ‘and c§nfusion as .to the objegtives to be served by éro-
V"viding‘additional information."s'

Richard H. Holton;_former'ABSiS£ant Secretary of Commérce,
made g_validrﬁoint abbut the capability of'consumers-to make
rational decisions. "The point hgie:ié.thaﬁ the consumer ié
a part-time a@ateur bujer fécing in the maiketpléée,“eyeball :
to eyeball, a whole series of full-tide professi;nal?selleré.‘
Given the wénderful breadth and depth of selection of»goodsA

and services which our economy generates, the time required
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to b; a rational consumer of ever&tﬁihg woﬁld'surely be uhrea-
aonably 1arge.’vin short, it may be_irrafionél,to be a rational
.‘éonsumér of everything; yet at least some consumers want to be
able to make wise choiceé easily.“?.

| Eric Schnapper.points out anothef.weékneés of t£e assumption
| of.information'approéch. He hypothe51zed that 1nformat1on dis-
‘closure requlrements have the least effect on thosa buyers

-who have the greatest~need for protactlon of their 1nterests.
"Informatlon dlsclosure requlrements have been descrlbed as
protectlon or assistance in. makxng more 1nformed cholces,'are
more likely to lack the characterlstlcs’thatAwlll allow them.»

 to take advantage of the information.beéauée:

1. Low income consumers are often unaware of the benefits
’ of comparative shopping. : :

2. They lack the education and knowledge neceésary to .
choose the best buy, even if it were available.

3. They often lack the freedom to go'outsidé'theif local
communlty to engage in comparatlve sh0pp1ng.

#, Nothlng in their experlence has relnforced the benefits
of seeking better value for their money; consequently
‘the low-income buyers lack the Tatlvatlon to make iMe
provements in their situation.”

. Mrs. Virginia g. Knaur, Special Assistant. to the President

. on Consumer Affairs, goés further by saying, "Cbnsumgrs in all

income levels are among the victims of unfair and deceptive

practices, including those of us who maj consider ourselves

_ sophisticated in thg marketplace."ll
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After fifteen years fhings considerably‘changed. Andther
econonmist, Hirshleifer, éaid, "As the ‘knowledge industry!
booms in the world of affairs... the_ecohomics of information

‘has been blooming with striking and novel ideas in the intel-
12 '

lectual realm."

The Role of Information i; Serving Consumer Interest

ﬁespite the limifations of inférmation in ser?ing thé
consumer interest the féct:rehains that iﬁformatidn.does play
an importanf role in improving the decision making ability of
consumers. Perhaps Stigler had thié in ﬁihd when he wrote
"Ignéignce is like subzero weatﬁer: by a sufficient expenditure
it$ effects upoﬁ péopie can be keﬁt yithin tolerable or even
comfortable bounds, buf_it would-b§~wholly uneconomic entirely
fo eliminate all its effects. And, juéf;aé an analysis of man's
shelter and apparel would be somewhat incomplete if cold weather
Aia ignored, so also our unaerétanding of ecénomic life ui11 be
incomﬁlete if we do not syétematicéily take aécount of the coid
winds of ignoran&e.“l3 | |

The same author in 1961 complaining about the neglecf of
informafion wrote, "One shoﬁld hérdiy have to tell acédemiéians
that infbrmation is a valuable reéource.. Knowiedge is power.
And yet it occupies a slum dwelling in the town of economics.

Mostly it is ignored. The best technology is assumed to be
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known, the relationship of commodities to consumer preferences

14

is a datum,"

_ According to Hirshleifer, the micro-econcmics of information

in a narrow sense

is an outgrowth of the economic theory of uncertainty.
Uncertainty is summarized by the dispersion of individ-
uals' subjective probability (or belief) distributions
over possible states of the world. Information consists
of events tending to change these probability distri-
butions. A rather different concept of "informatioa™
is employed in communications and statistical theory,
according to which a dispersed probability distribu-
tion is called less "informative" than a concentrated
one. This latter concept uses the term "information'
merely as a negative measure of uncertainty. But it
is changes in belief distributions - a process, not
a condition = that constitute here the essence of in-
formation. Note that the economics of information
is active where the econhomics of uncertainty is pas~
‘msive. Mere adaptation to a given state of ignorance
via optional "terminal' action is still in the realm
of the economics of uncertainty, in going beyond this
to consider the alternative of gathering more evidence
prior to terminal action,lge enter the domain of the

- economics of information. : :

One of the major considerations in minimizing un@e;taiﬁty
through the collection of information is the cost of search. This
cost ﬁeed not be equal for.all cdnsumers, of coursé: aside from
differences in fastes; time will be more véluabie té a persén
with a larger income. If the cost of search is equated to its
éxpected marginal return, the optimﬁm amount of search will be
foimd.16 | | |

Siﬁilar views are expressed by Cravens and Hills: "If we

assume that the consumer allocated his income to maximize his




satiéfacfion, can we further assuﬁe that this objective is achieved
iﬁ_the saﬁe wéy by all peéple? Obviously not....The informational
- needs and desires of consumers vary from pefson to person. For
some, the economic and/or psychological costs of additional in-

formation may be exorbitant when related to the 'returns'. For

example, a person who values his time highly and finds the shopping

7

process annoying‘ﬁill be uniikeiy to incur these 'costs' to obtain
information that’wéuld_help him make a slightly better purchase
decision. A shopper who enjoys the'pfocess (no costs) may desire

and seek such information.?17

The Sources of Information for Consumers.

The information-QQéilable to serve the'éoﬁsumer'interest
can be classified in a‘numger.of'ways. Hirshleifef while talking
of possessors and seekéra of economically valuable information
in a market context says fhat the information seekers might cor-
respondingly.find_it_adv&ntageoué to vroduce socially 'new" in-
formation by direct inquiry‘of Nafure'(reSearch) or to purchase

"secpndhand'i information in the market. The possessdr may find

it preferable to give away this valuable commodity, to disseminate

it without compensation.18
Cravens and Hills cléssify the information in a slightly
different manner. "The primary information flows to consumers

include promotional efforts of business (as well as varying
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" responses to the consumerism movemént),*activities of go#ernnent
officials as reported by the news média, communication and in-
ter#étion‘among consumeré and their 'representatives'A(both-
interperscnal and the.meﬁia), and the availability of ‘pttxblished

~ consumer product ratings. These flows provide the-basié for
consumérs' evaluation.of products; as well as fof their reassess-
ment of the consumerism movement and indicates the crucial need

- for éffective information flows to ind from the copgumer."lg
Iﬁibrief, one can say that the consumers have the following

three majér sources of information on products and terms of sales:

"~ le Experience - Personal as well as the experiences of
cothers. :

2. Business - This includes all forms of communication
from business to consumers, e.g. advertising, sales
promotion, personal selling and publicity.

" 3. Organizations other than Business - This includes
information provided by consumers union, consumers

research, government depariments and ccnsumer move- -

ment groups.

l. Experience and Consumer Interest

‘ Experience is the basic source of informatién for consumers.
;»Informﬁtién about products and terms of'salévmight come from a
consumer's own experience or from the experiences of friénds,
relations; cqileagues, neighbours, etc;»throggh word-of-mouth.
The classical arguﬁent for experience is that the coﬁsumer

is quite adequately protected because if they find the product
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| of any‘particular seller unsatisfactory, that éeller cannot
survive in the narkeﬁplace.\.Thc consumer may gain quiﬁe sa~
tisfactory information from his own experience in thelcase of
Athose items)which he buys frequently, whose quality.and perfor-
mance characterlstlcs are agnaren either before he buys or
_ after he has used the item once, and which exhibit a rate
of technological change which is glg! relative to thecfrequency
of purchase.

Several of the items normally found in fhe shpefmarkct
might meet all three cohditions for a particular consumef.
But at the other end of fhe cpectrum:aré a substantial number
of goods and services which fail to meet one or more of.these :
'>criteria. Automobiles, electric appliances, and.clcthing are .
clearlcases in point. There freqceﬁcy of pﬁrchasesfor mahy
percous is low, the qualifj}is cot apparent, and tﬁe rate of
technological/design ccacge is fast relativc-to the frequency
of purchase. Other examples of this kind are llfe 1nsurance.
casualty 1nsurancc, medical care, appllance and automoblle
repair, and home malntenance services. Funeral services can
also be mentloned as an especlally 1nterest1ng case.

In these cases where the three condltlons are met, the
process of learning can be rapld and quite complete. When
the conditions are not met, the learnlng process may never be

complete in a very satlsfactory sense. The rate of technologlcal
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change'can_so alter the body of information to be acquired By'
the prospective bu&e; ﬁhat past information (experience) already
learned will be obSolete.Zq
Holton-highlights another impbrtant problem of the buyers.
"....the,éonsumer typically-buys such a large numbei of individual
items over fhe cburse of a year, let ué Q#y,'that he éimbiy does
:hpt‘have time to becbmé an expert buyer of éverything. He fgces
an.allocafiop problem,.ngmely the allocation of his time. He
must degide how to divide his time beiween’the buying §earch -
and the many other ways in which he might spen& his fime;
Hithiﬁ the timg he allots for buying search, he Qust tecide
how to ailocate.time among the"alterﬁatiéé'goods and services.
He might be able to.became an expert consumer of a few things,
but for many goods and services hq will be quite améﬁeurisﬁ,'
and understandably so."21 | |
Distortions an@ipersonal preferences make experience a
source of informafion.which cannot bg or should not be'used'

as an objective measure.

2. Business as a Source of Information—

. Business firms have always been an important source of
information for'consumérs. Business firms in North America
(U.S. and Canada) spénd about 2 percent.ofAthe gross national

product on communicating with the consumers through advertising. -




This amounts to about 25 billion'déllﬁrs yearly. Business
- provides information to.consumers in the foliowing forms:
1. Advertising 6. Unit pricing
2. Persoﬁal Sélling -   ?..Truth-in iending
3. Sales Promotion |
k. Publicity
5. Labelliné Aﬁd packaging
a) Ingrédients‘including additives
 b) Life/Perishability through open dating

" e) Warnings/Clarifications e.g. cigarette health
hazards, Flamability. -

The largest share of the expenditure for providing infor-
mgtion to consumers goes to advertising. Advertising'is charged
with deception, puffery, falsehood, misrepresentatidn, etc,

These charges are not new. 1In Sinclair's Your Money's Worth

the consumer is pictured as an_Alice in a Wonderland of "con-
flicting claimé, bright promises’ fancy packages, soaring words,
and almost impenefrable ignorance." Ih place of facts»about the
~ merchandise the cdnsuher was- showered with heaninglessjphrases
"and #icfimized.by.the manipulatioﬁ of demand through the channels
of advertising, Balesﬁanship, and sélés prpmotion. Although we
all are aware of much useful inférmation which is provided by ad- "
vertising, we know‘that many of tﬁe charges are justified.
Peter F;‘Drucker, while tracing thé oiigin of distrust of

business, blémes advertising. "When I lock at édvertising, I
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know pérfectly well wh& the consumer doeén't trust us.. Not
because we scream 80 much, but because we aié talking about
fhings that.afe megningiess to the-consﬁmer......We have not
realized that the ver& abundance, and very ﬁgltiblicity of
choices créates very real probieﬁs of inqumation and under-
standing for the cogsﬁmers We have'not looked at our business
from ﬁis, the consﬁmer's,;point of view."%2

' Buskirk and Rothe think that in advertising the emphasis
is on.imagerﬁ rather than infofmatign. "The ;;siprnblem is not
fraudulent or deceptiQe‘éfacticeskfdr the most éart, rather, tﬁe
problem is iﬁproper br ﬁoﬁexistent communication.. This seems
.to be incongruous since communication efforts - primarily ad-
. vertising ; Qxisi in great abundance. ’quEVer, communications
between the firm and fhe épnsumer emphasizé imagery at thé
.expense of‘information.“aji |

- Samm Sinclair Bakgr,_himself an adman, ﬁalls advertising

'permiésiblé liég'.' "Whj does the.tag on natiénallj advertised
Mary Jane Dre#ses read: 'NO IRONING'! NO FOCLING! For just one
reasoﬁ'- bécausé.so ﬁapy‘advertisers who'origihally promised
'‘no ironing' wefé indeed fooliﬁg. "When 'permanent press' came
along, women.were wary because they péd been fooled so often
‘in tﬁe past., Advértisers like Bloomingdzle's department store

had to reach for a bigger-than;before lure: 'Now TRULY no~iron'.

"During my years'in advertising I fdoled myself, I was




aware of fékery, of'coursé. But I didn't realize consciously
the vast.amount‘of 'fraud‘ perpetfated.in ads, including-many'
of my own efforts. The adman becomes so accustomed to using
the permissible lie that it becomes his natural apéroachesﬁin.
.creating an ad and selling a producf..;aQ Give an advertiger~
an inch and he'll drive through a yard of 5iffy' prﬁmises."au
Despite the defense of advertisingion'grounds,that it isl
‘Mgymbolic communication'', "adveftising.is the art of wrapéing
the truth in imagination" and "that an advertisement is an ad,

25 the fact remains that advertising could

not a factual story",
~not provide the consumer with‘the unbiased information needed
for rational decision making. The same charges can be laid

against sales pfomotion and publicity. Senator Warren G.

Magnuson has discussed in detail'thé use (or misuse) of personal

selling, particularly door-to-door selling.26 "Corrective
advertising" is being used as a.deviCe for safeguérding.consumer
intefests.27

Packaging and labelling is also criticized for lack of ad-
'equaée informatién nécessary for decision making.' The ihpact
of legislation in the a:eé of packages is showing signs of im=-
provements.?s The léck of~inf6rmation cohfuseé the consumer
"in the selection of supermarket prodixcts.29 Unit pricing may
bé an-answer of.préviding-the necessary information for serving

consumer interest, but the main problem is lack of promotional
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_efforts én the part of distributors tolpublicize th§ concept
" of unit pricing. Numerous surveys have shown lack of awareness
regarding unit pricing én the pé:ﬁ ofvconsumers.so

Awareness‘of fhe potentialvfor‘misleading and untrue infor-
mation transmitted by some business firms lead td‘enagtment and
~ enforcement of laws against these practices. Consumers in Canada
especially canihave greater faith in information-provi&ed by
buéinessés because ofidiligent enforcement of these laws by
both.federal and more réCently provincial governments.

Consumer rightsvto truth in business originated information
have not been perfectly defined although courts are finding it
eésier to aprroach limits which satisfy even outspokép critics.
Perhaés in this case the courts.are where the answer lies,‘even
though:the conservatiém~of the courts may not satisfy some con-

sumers in this matter.:

3. Comparative Information

Comparative information prbfided‘by oréanizations such as

. Consumers Union, Consumers Associétiong and Consumer Councils
is an-importggf source of information f&r sérving conéﬁmer in-
terests; The argument pnder1ying the supply of éubh information
~ is that consumers do ﬁoilnecessafily have the time and/of skills
to obtain, understand, and use;all~thé\informatiqn thét they may

get about a product, therefore, some impartial agencies must be
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- established which can perform these fasks_kith the requisite
economies of scale; |

The origins of consumer information activity date back to
1927 when Stuart Chase, and F.J. Schlink, a mechanical engineer
from the American sﬂaﬁdards Assdciation, founded a comparative-
testing organization called Consumers" Résearch;. The formation
of a consumers' association resulted from a bodk bj Chase and

Schlink called Your Money's Worth, published in 1928, in which

the authors gave information on the festing‘of goods for the

. armediéerviées and government,départmgnts-Sy the National Bureau
_ofAStandards,and detailed the savings in government'éxpeﬁditure
that resulted from the tests. Hany ofAthe goods tested were
'consumgr goods‘én& Chase and Schlink argue& that consumers should
have the benefit of tests similar to those carried oﬁt by the
Bureau of Standards.

The public’reépoﬁse‘to the book, and to a club_éet up by
ihe'authors, was so great that Schlink set up an association
to”pféﬁide infdrmati&n‘on goods and se:fices for a yearly mem-
bership subscription.A In 1929,vthe'associ;tion'had grown suf-
ficiently for Schlink to give up his job with the American
'Standards Association. Consumers" Research set up“ité own
laboratory faéilitiés,.increased thevrangeiand.qualify of ser=-
vices it offered to'membérs, and. prospered. In.1935; the staff

and board of Consumers' Research split up as the result of
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personal disagreements resultingVdStensibly‘from fhelissue of
frade-union recognition. Some members of t#e board and parf of
the staff formed a Separate'organization.called Conbumers Union
with the same aims and objects of the parenf body. Consumers
Union became the more successful of the two organlzatlons. but
Consumers' Research is still in exlstence.31
The number of subsqribers and readers of the pubiications
of these'organizationé is on the increase, but compared to the
needs and numbers-of coRsumers fhéir usefuiness is limited to
a relafively’shall segment of cdﬁsumers. Colston E. Warhe,'
Presideué. Consumer Upion bf the United Statés in 1974 gives
some usefui information about the characﬁeristiqs of such
'consumers. "According to our latest count, the median'income
of our subscribers is 314,336, the med;an age is 40; 63 percent
are in a professional or managerial occupation-and 79 percent
attended college."32 B A
Hans B. Thofelli.)who did original regearch on the charact-
eristics of the users of éuch information found the following
as important éharégteristics:
l., He forms an educaficn and income eiite. He has
higher income and education than his neighbours
in the matched sample, much higher than the pop-
ulace-as a whole. The higher his income and ed-
ucation, the more likely he is to use Consumer
Report information. He also tends to have a
" higher social status than his immediate neigh-

bours and is slightly older and more llkely to
be married;
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2. He is information-sensitive in general and product

and consumer information sensitive in particular.

He reads more newspapers, subscribes to and reads -:.
more magazines, and is generally more sensitive to
the problem of information availability and more
critical of advertising than average consumers.

+ He is, however, somewhat less likely to expose
himself to radio and T.V4; he is particularly
attracted to media with content directed to con-
sumer and product activities and information,
and has great interest in increased product
testing and labeling; 4

3. He is a curious blend of liberal-conservative.
In a general way he expresses belief in the ine-
tegrity of the individual and the honesty and
efficiency of business. Yet in a more specific
context he is less amenable to such government
activities as welfare and government ''control"
over business, but more favorable toward govern-
ment involvement in almost all consumer related

cactivities - obviously to some extent at the
expense of business; .

4. He is a "rational" buyer in the traditional sense.
He plans more and is cautious at accepting new
products (though envisioning himself as rather
influential over others in this regard). He uses
more utilitarian, performance-related choice
criteria in shopping, and finds price particularly
important in buying the more expensive autos, des-
pite his clear edge in income., He has less interest
in criteria more generally involved with esthetics,
status and convenience, He sets great stock in
outside, "rational" information sources (particularly
‘Consumer Reports) and is less likely to rely upon
his own judgement as formulated either from past
experience or personal observationj

5+ He is committed to Consumer Reports. -He reads it
far more regularly than any other magaziné to ‘
which he subscribes; he sees himself as using
it quite frequently and buying the brands it re-
commends (most often in the purchase of durable
goods, least in convenience). He expresses sa-
tisfaction with its performance on all counts and

~

RS
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“would llke to see more activity in the product
testing area overall;

6. He has high standards as a buyer. He is more
critical in all types of buying situations,,not
only with regard to products themselves and
availability of information about them,. but also
about his own efforts at shopping;

7. He reduces his mxstakes in purchase as a result
of using Consumer Reports ratings. when he uses
the ratings, he is better satisfied with the pro-
ducts he purchases. He is also better satisfied
with information available in the purchase sit-
uation when Consumer Reports is involved, and
better satisfied with his own shopping efforts;

8. He is a consumer "activist". He supports increases
in a broad range of consumer policy activities,
giving the most confidence to product testing
and least to consumer education. He is generally
favorable to government involvement in these areas,
particularly in product testing and information A
labelling dbut expresses no confidence in tests run
80lely by the government. After Consumers Union
style consumer organizations, he would favor gov-
ernment-consumer combines then gogsrnment-business'
combines for testing activities." He calls them
“"The Information Seekers'.

 The organizations providing comparative information are
concentrating on those products where consumers need mosf help.

"From the beginning, one of the central interests of Consumers

_ Unions’ membersh;p'has been the motorcarg an interest which

has been vell sustained over time. This interest has been so
pervasive that few of our monthly issues fail to include some
auto test. The second leading interest has been in the field

of household equipment - the standard package of the refrigerator,

.washing machine, and vacuum cleaner, followed by the deep fteeze,
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air conditiongr, cldthes dryer,~and dishwasher. A édnsistently
high level 6f'interest is also felt in Consﬁmers Union'g artigle,
on health and medicine, Another mbstxpopula: feature deals
with.articlgs.qn eéonomic and social policies as these afféct

n34

. the consumer. bne_can find information on most of the brands
which command a significant place in the national market or |
have a significant:strength in a regional market.

Hajor problemsvin serving consumer intgrest through com=
parative information ingiude: the instability of brands, the
time iag between plaﬁning of a projéct‘and its_fiﬁal execution
inAthe form of an artiﬁle, the répreéentativeness of samples
pickéd~up from the ﬁarket, the likelihood §f lowering the
Quality of a product after it was recommended favourably by
the tests, the temptation to manufacturers fo increase"the
‘piice of a product whose test resﬁifs‘were favoﬁrable, anﬁk
the validity of dﬁrébility forecast. bespite these limitations,
it can be said that comparative'informétion is the type of‘in—
formation consumers need to safeguard théir intenests;

A final but importéuf fihding ffom the information approach
to consumer intérest is that those least in need of help in
serving their interests as consumers, the well-off middle and
upper class, are those who take the'gréateét advantage of com-
parétive'iﬁformation; The lbgical‘outcome.of this fact is that

if the interests of all consumers is to be_protected. ways of
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getting information transmitted to and used by lower income
consumers is needed. This need should weigh especially
heavily in activities by governmental bodies to provide

consumers with comparative information.

Suﬁmary and Conclusions

The information approach was mot véry.fruitful in defining
thé consumer interest even though'the'literature search unearthed

some interesting problems in protecting that interest. The need

et s i i b i

for information forArational decision making in a marketplace
with the wide variety othechnically sophisticated prodﬁéts
‘available to North AmericaAiS patenfly obvious. Less obvious
but probably more‘impértant_is the ability of c0nsumefs to
§r0per1y evaluate information and'to act rationally when making
decisions. | |
‘Information'gleéned from personal 'experience, from business
throﬁgh advertising énd other promotionﬁl actiYitiés and from
, cbnéumer supported or governmental brgahizétions are all used
in the consumption pProcess. ‘Thoééséqﬁsﬁmerg ﬁost ably eguipped
to use informationAfromf&ll sourcéé, the middle énd‘upﬁerlin-
come groups, are those wh§ need. it least. The logical extension
of this fact is fhe need to find ways of getting information to
lower income consumers so tﬁat they can better protect their

interests in the market place. : ' "
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.While the literﬁture‘reviewéd in this chapter did not
‘ help in more precisely'defining_and iimiting the concept<o£
the consumer interest it did highlight the importance of
informétion in exercising that interest in the market

place. -
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PART VI LAW AND CONSUMER INTEREST

The law i§ Qn obvious place to search for hel§ in‘defining
~ the consumer interest.  LaQ is the'mést structured ané formglized
of institutions in our culture specifically designed t§ a@iﬁdic&te
between the inierééts of parties to a dispute. Members of the
law profession have been in the forefront of many deveiopments_~
in the consumerism movement both.in usiﬁg remedies in‘the coﬁ-
sumer law to redress consumer inequitiés in the market pléce
as well as in designihg new legislation to cover areas where
the consumer law is lacking. |

This chapter investiéates the théory of law with réspéct
to interests in general and éonsumer interest in specifié and
the~1a§s which have beeﬁ passed to aid_consﬁmer redfeés to

discover how well defined the consumer interest is in the law.

1

Ihterests in the Theory of Law
In the theory of laQ, interests have generally been cén-
sidered as sources of conflict requiring readjustment tﬁrough
sécial agencies; ‘Ffom'this point of view judiéial débisiﬁhs.
and thellaw'behind fhem copstitute.a sbeéially sanctioned pro-
cess for ihe peaceful settlement of conflicts of interest.
Law is on this,gfound contrgsted with customaz& and other non-

legal modes of determination of the range of interests, and
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the develqpment'of'law is attributed to the inadequacy of these
modes as interests have grown in variety andiin complexitye
Under such conditions custonm develpps tdo slowly to keéé pace
with social chahges and leaves t00>many'areas of discretion
which afe productiée of sécial disturbéncg. ,

Voluntary agencies of adjustdent aithough they piay an
impoptagt.part are also qﬁite'inadeqﬁate; lacking sufficient
aqthority and often, when efféctive; tendingvtp disfegard the
interests of members.af society other than those who are difectly
involved in the dispute. John Dickinso# has said: "No fact is
more important fof an underétanding of sociai processes or of
the development of agencies of social déntrql,thgn that a
.consciOus adjustment of intefests betweén numerous parties
cannot ghgpe itselr initially through the spontaneous action
of all the interested parties, but most ordinmarily result
from the special efforts of some external agency..,;.charged
wifh the tasx of surveying the situatioh as a‘whole and devising
a plan."2 Such an agenqy‘not only is authorative but also can
adapt its determinations to the requirements of each’chanéing
sifuation. |

Some writers on the theory of law have given a greater
reality and concretenesé to the old ponception of iégal rigbts

" by translating them into legally protected interests. Rights,
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in other words, Becdme'a particular species-of ;ociél~interests,
5e1ec§ed for recognition ana confirmation by legislation and
‘judicial decision;’ This idea has in turnlled to the concept
of the state as essentialiy an'organizatibn for the’determination
" and adjustment of tﬁe interests operative within a-sociéﬁy.
Kfabbe, fo; exaMple..conceiyes'the state as & reéulatory
_power over interests,>in cgnsideration éf the necessity for the
éontinuous adjuétment of these intérests for ﬁhe sake of prac-
tical harmony: The Staté;'in hiaAview,_should be regarded not
" as the "pbssessor of‘public interests" but as a coﬁplex of agen-
<cies which gdminister a serieé of public services which gener-
ally bring into a workablg system the_vafious conflicting in-
ferests §f the community;v This proéess Kraﬁbe spesks of as
"an evaluation of intereéts", 3 althoughlin interpreting this
statement one should bear in mind Korkunov's statemeni that

- "law is the determination, morality the év&luétion»of interests'.

Consumer Interests in thé Law of thtract#

Central to the'fighting of wrongs between suppliersAan&
consuﬁers is the law of éontract. ‘The relationship in law |
between a buyer and a:seiler is é contractuél one,Jand this
4has been historically imﬁoftaht for éonsumers for two reasons.

First, the courts long regarded cbnttacté as being freely"
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ént;red into ahd thns irrevocable.“Sécond, they tgnded to :
ignore factoré>affecting'the circumstances in whiéh contracts
are entefed into. In particular,»théy rejected the possibility
of inequalities in Bafgaining power of the‘partiea to the con-
’tract. These attitudes reflected the preVazllng phllosophy of
laissez~faire of the nlneteenth century. It was held that,
' provided he were free to promote his own self-interest, no
man would become more powerful than another. If a éixlstome‘er‘
does not like the terms offered by one- suppller, he Hlll not
contract with him but with another. Law based on these prin-
ciples was ill-adapte& fo the concentrgtion-of industrial power
.Hinvlarge firms, monopolies and trade unions that has taken
place siﬁce these prin§iples were conceived. ‘Today, one party
to a contract for the supply of goods and services may be a-
corporate body whose legal experts have drain up the contracts
in their own favour. The individual consumer‘who‘is the other
party may be 1gnorant of the rights he 1s signing away, or he
may feel he has polchoice but to sign away if he wants the
goédsaor‘services in question, siﬁce they‘ccme from only one
supplier. |

The courts, ih U.K. for example, have had to coée with the
manifestation in contracts of unequal bargaanxng power, notably

the exclusion clauce. Exclusxon clauses attempt to undermxne
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th& whole principle éf a contract by taking‘éway some,.or all,
éf the liabilities in law owed by one party to the other. ‘Such
clauses have been a persistent feature ofvstandard contracts,
such as booking forms»for t;avel and dockets for cleanérs. .By
semantic acrobatics, the courts in recent years havé‘nullifiéd
the effect of excluéion clauses or'rendered them superfluous
by déveloping the céncept of a fundamental breach of contract.
Insféad of determining the object of particular clauses,{they
have lookéd at the purposé of the>contraét as a whole and have
attempted to judge: whether it has been carrled out in the spirit
" as well as the letter. For example, judges have held that the
purpose of a contract for the sale of a new car has not been
tulfllled when the car supplied had tires w1th retreads,
resprayed body, an engine which had done 50,000 miles and un-
reliable brakes. Yet this more eguitable approach produces
'ﬁany Sorder-line'cases'ﬁeCauSe the &étermination of a funda-
mental breach of contract depends on a combination of factors

and the weight attached to each of these by a particular court.

Consumer Interests in the Sale of Goods Act -

In Canada, each province has its own sale of goods act.
" The acts differ in some detalls but ba51cally they are.similar,

A sale of goods act makes explicit the various condltlons
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attached to contracté between buyers and sellers of goods,
whether written'dowp‘or purely‘térbal. 'A;cordihg to these
acts, two‘fundamental'conaitions of a contraét of sale are
.implied: fitness of the gdpds for their purpoéé when~thié
is clear at the time of sale, and merchantable quality of
Agoods:sold by description. | |

Tﬁe consumer inierests'impliéd in thé sale of goods acts
were very basic and fulfilled the néeds of the late nineteenth
century. The development of mass prpdpction, advertiaing.
_ and branding of almost all consumer goods bas meant thaé, for
most goods oniéale, the buygf'relies.on'the brand name and
reputation.of the manufacturer rathe; thﬁn the skill of the
seller. |

Fitness for purpose and merchantable‘quality are the foun&a-

tions of consumer interests against the seiler of goods. Consumef

’interesfs.are safeguafdéd under these a#ts only if the buyer,
exprqssly or by implication, makes known to the seller'the par-
_ ticular purpose for.which the goods are reguired, so.as to shov
~that the buyer.relies on the seller's skill or judgement. The
| goods are supposed to be of merchantabig‘éuélity, but if the’
buyer has examined‘the goodsa theré_is no‘ihplied condition as

regards defects which such exsmination ought.to have revealed.
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Because of these limitations in determination of consumer:

interests in traditional laws, new legislation was necessary

to specify consumer interests by taking into consideration

the complexities of the modern life.

Consumer Interests in the New Legislation

"l. Assumptions in Consumer Interest Legislation

. The following assumptions can be clearly seen in the new

legislation enacted after 1965:

- (a) A change of philosophy from "caveat emptor! or

(v)

(ec)

“let the buyer beware" to “caveat venditor! or
"let'the seller beware".

Competition, without strict regulation, cannot
protect: consumer interests.

Consumers are a weaker party compared to giant

' corporations. Hence they must have the support

(a)

-_(e)

(£)

of law.

Consumers know (or ought to know) the laws and
they can (or should).use them.

The consﬁmers may not know the barmful effects
of ueing certain products, therefore, they should
be protected.

The consumers are interested and can understand
the information provzded by the manufacturers as
a legal requlrement.

Some of these assumptions are debatable and are based on

further assumptions sbout the behaviour of consumers in the

mérkefplace.
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William H. Cunningham and Isabella C.M. Cunningham® tried
to test the assumption about consumers knowledge of laws con~
cerning their intefests. The ten areas of‘law inciuded in
resgaxéh were: false or de;eptive advertising, false or decep~-
.tive retail advertisiné; crédit régﬂlations, credit reporting.
door-to~door selling, automobile sales, credit cards, labelling,
truth in lending, and deceptive retail practices.

The consumei resp§ndents were divided into six inéome seg-
menis to»determine if their knowledge of consumer protéction
law differed accordingito income level. This was done because
Caplovitz and Stnrdivant have both indicated that lower-i#come
segments of the society are vulnerable to-abusés bj the dis-
tribution system paftiélly‘ﬁecauSe thej have virtually no
understandiné of their rigﬁté. The second half of the study
" ¢onsisted of a§king a sample of lawyers the same questions
that were administered to the consumers.

Tﬁere were.nb significant differenées in the amount of
knowledge shéQn by the different consumer groups. The 6nly
eibeption was truth-in;lending legislatibé_ﬁhere the respon-
dents in the lower income groups appeared éo be somewhat less
familiar with the law than did those individuals in the higher-
income families. -The differences between fhe lawyer and the

consumer samples in iheix knowledge.of each area of the consumer
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protection law were statistically significant, although the

magnitude of the differences in responses was not as large as

might have been anticipated.

Similar tests can be used to throw more light on the assump-

tions made to protect the_consumers interests through legislation.

2. Consumer Interests

The 1aws'péssed since 1965 to protect comsumers in the

United States imply the following four consumer interests:

Interests -

1. Safety

2. Health
3. Information

L, Economic
Interests

Examples of Laws

Child Protectlon and Toy Safety Act
Flammable Fabrics Act

Radiation Control Act

Natural Gas Pipeline Safety Act
Fire Research and Safety Act
National Traffic and Motor Vehicles
Safety Act

Wholesome Poultry Act
Wholesome Meat Act
The Meat Inspection Act

Fair Packaglng and Labellng Act
Truth in Packaging Act
Truth-in-Lending Act

Intersyate Land Sales Acf
Consumer Credit Protection Act

In Canada the Combines Investigétion Act and the provincial

consumer protection acts and trade practices acts define con-

sumer interests more or less in the same way as it is done in
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the above écts.
‘The Bill S.200 presented in the ninety-fourth €ongress
to establish an independent consumer agency to represent their
“interests lists consumer interests as:
1. Safety,,quality, purity, poténcj, healthfuiness,
.. durability, performance, repairability, effective-
ness, dependability, availability, and cost of
any real or personal property or tangible or in=- °

tanglble goods, services, or credit;

2. Preservatlon of consumer choice and a competltlve
market'

- 3« Prevention of unfair or deceptive trade practices;
. 4. Maintenance of truthfulness and fairmess in the
. advertising, promotion, and sale by a producer,
distributor, lender, retailer, or other supplier
ofvsuch property, goods, services, and credit;
5. Furnishing of full, accurate and clear instructions,
. warnings, and other information by any such supplier
cconcerning such property, goods, servlces, and '
credit; and

6. Protection6of the legal rights and remedies of
consumerse. ’

. A recent court rullng in B.C. has made a precedent for
Safeguarding the interest; of consumers. In_June 1976, British
' Columbié Supreme Court judgemeént supported éonéumers in the
followiné &ecisicn; "B,C.'s Trade Practices Act gives rights
to consumers that ovérrnle‘even Signed_COntraéts sfipulating
'therg are no guarantees 6f warranties,:a Supreme Coﬁrt jﬁdge

has order in a precedent making decision.
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Judge J.G. Ruttan awarded 31,0od:plus costs to a Chilliwack
couple whose car btoke down only five’days_after it was sold to
them.on as "as is - where is" basis. vThé Findlays bought the »
1968 model car Dec. 6, 1974, saying theywneeded reliable trans-
;Port for daily,trips_bﬁ the freewaya. Five dayé later the engine
blew up and had to be replaced. They had signed a éales contract
that said, "this vehicle ié sold on an as is - where is basis,
with no guarantees or warranties of any kiﬁd."

_Judge Ruttan heara an appeal by Mr. and Mrs. Andrew Findiay
and Micﬁagl Hanson, Diréctor of Trade Practicés, against Baywood
Motors, 2264 Kingsway. Under the éct Hanson.can_take part in .
proceedings on behalf of a consumer. The'findlay's original
small élaims action had been dismissed. |

In a written décisidn Judge-Ruﬁtan séid'Findlay could not
possibly have contributed.to the engine's disintegration. The
sale, during which ?ipdlay was assured the car was in good
running order, appeare& ﬁé clear case of breach of the seller's
fundamenfal obligation.to delivér an article>reasonably fit
for the bﬁyer's disclosed purposes.”

" He said the Fiﬁdlays had intended to have the car checked
by their.own mechaﬁic but wére dissuaded because they were told
the firm's mechaﬁic had gi&en the ﬁ&r\a éoméfession test and

passed the motor as Al. .
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"Were there no representétions at ail there would be no
evidence of deception', the judge ruled.:

Consumer Services Deputy Minister Bill Neilson whose
.department administers the act, said the decision will héip
consumers. "It'illusfr&tes the Trade Practices Act_gi{es
rights to consﬁﬁeré independent of ény‘contréct that may appear
.ﬁo bind thems... The fuling says fhe és ig - where is\clausev |
does not stop a consumer from getfiﬁé‘relief under the act."

Néilson.said the aﬁt allows a consumer to tell the court
what the seller séidi"even if the contract says he can't.f..
The legislation is going to‘be eﬁforcéd, there's no doubt
"gbout,it."7 |
| Bach ‘year in Canada a number of cases are investiéated
and cases are prepared, if_gubétantiai evidence ig avaiiable,

by the Trade Practices Branch of the Director of Investigation

and Research, Department of Consumer and Corporate Affairs.8

- Consuner LégislationAand‘Public Interest

Ihe concept of public interest was discussed’in the early
part'éf this paper. It‘was realized that the legal professional
prefers the use of 'public interest' as compared.to.'consuﬁer
‘igferest'. It‘ié in law that the authorities face practical

problems in determining the criteria for calling an issue of
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public interest.

Qolin Barret, the editor of the monthly,Transportation

ana Distribution Management while disagreeing with the.Nader
groups sténd that public interest refers exclusively to the{
general.public,,not to the individual coﬁsuﬁer, highlights

the traditional concept of publié interest. "The traditional
view of the public_interest is thaf it.represents an amalgam |
of all the diverse private interests invélved in any given
situation. This includeé, of cou;se,‘the interests of the in-
dividual consumer insofér as they may appeaf - but it also
includes the interests of corpofate shippers‘(lérge and-smé.ll)"9
This view, as discdssed‘earlier,'is not necessarily the mpst
acceptable interpretation of the public interest.

Government institutions concerﬁed witﬁ the ﬁrotection of
consumer interests often face the practicai\probléms of deter-
mining the criteria to use in calling an issue of.public
interest. The U.S. Federal‘Tradé Commission is such an insti-
tution. It has used the following as éritéfialo for terming
an issue of publicvinte;est:

1. Actual or Potential Impact on Public

The FIC's fight against consumer'deéeption‘is directed

at gyp schemes that have an actuasl or potential impact on the
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fublic, as distingﬁished.from actieﬁs te‘settle‘pfitate-cenf"
troversies. Senatbr Stevens; one of the FIC Bill's.floor
) managers, even more clearl) dellneated thls crlterlon.- "Vith
this jurlsdlctlonal quallflcatlon carefully stated in the bill,
. the Commission has no authorlty to act unless the methods_of
“unfair cpmpetition ehalltinjuriously affect the puﬁlic interest.
That muét be the vbasis. of its action and jurisdiction. In that
" way the Commission will be freed from prlvate quarrels and con-
' trover51es.11 )
Despite tﬁe "actuai'er poteetiai impact~criterion" any.‘

term so subaect to 1nterpretatlon as "publlc 1nterest" ‘could
‘ hardly be expected to operate as an exact llmltatlon, and
consequently this Jurlsdlctional requlrement has experlenced
. myriad appllcatlons and abberatlons. Thls crlterlon does
‘not clearly identify the elements of the publlc 1nterest..

A lot was left to administrative dlscretlon. However, 1n
establ;sheng a publlc 1nterest requlrement the drafters
_ sought to prevent the FIC from becoming 1nvolved 1n prlvate
bu81ness disputes between cempetltors. In fact, some effect
on the consuming public:;n addition to,eny injuryjtp a come

petitor was the essencefbf the public‘intereet require@ent.

2+ Injury to a Sdbstantial,Number of Consumers

Justice Brandies, who himself had been instrumental in




in FIC v. Wlnsted Hoslery Company on the ground that a sub-

‘an issue of public interest. But if the cumulative loss to

‘all 1nd1vxduals 15 substantlal, the issue may be called of

~ to small vs. big business, but 1é§er on it was used for con-

was deemed to satisfy'élmost autbmatically the public interest ' .' B
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the'formation of FTCg.sbught to establish some kind of a'éuaﬁ—-‘
titative norm. He justified the finding of public interest-

stantlal part of the purch551ng publlc was 1n3uriously affected.

3. Serious Wide Spfead Aggregaté Loss

"This criterion was also laid bj Justice Brandies; The

loass to each individual may be insufficient to justify calling

publlc 1nterest. :

L, Flagrant Oppression of the Weak by .the Strong

This criterion originally was laid down in reference-

sumers alsoe

5. Deception and Misrepresentation

The presence of deception and misrepresentation in a case

requirement. Since the pfesence‘of deception was viewed as

sufflclent to lnvoke the Commzssmon 8 Jurlsdlction it was con-

sequently held that a product to qualzfy for action- need not-

be harmful to the public, or 1nfer10r 1n any way, so long a5 .




some misrepresentation was connected with sale. No economic

' was offered the opportunity of either-qinning additional candy

'_Co;~v FIC it was concluded that the use of gaming was a method

‘good quality and similar in poriidh to canﬁy sold without the

 support the action of the Commission, Here again the courts

‘posed evil réther then a scope of effect»ahalysié to satisfy

' practice it adds nothing to analyze FIC jurisdiction in terms

123

injury to the public'was necessary.

6. Violation of Public Policy

Cases referring to 'a viclation of public policy have

~ principally involved “gaming" as a salgs"technique in-theA"

candy industrya Through a variety of méthods a candy buyer

or his money back when he made a purchabe; In National Candy
of competition contrary to the "gstablished‘public policy of

the United States." It followed to the court that it was in -
the public interest to prevent such practices. In FTC v.

Martoccio Co. while the candy in question was found to be of -

gaming"device‘the‘court‘found the public view and‘ﬁublic'

ppliéy against gambling and games.§f chance..." sufficient.to
have relied upon the nature of the question practice and sup-

the public interest test. .While;tﬁis.inquiry is certainly

relevant to whether unfairness or deception is involved in the
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.pf1pﬁb1ic policy; _Obvioﬁs;yg if partiéulaf praﬁfice is decep-
ti§e'or'unfair_within the meaning of th§ éct, it-wiil‘ﬁiolaﬁe
the "policy'" behind the act. If‘anfégbnism to that kind of
public policy is suffiéient‘to auppoft jﬁrisdiction.‘the sole
idqnirj becomes whether or not a practice ;s deceptiﬁe or ﬁnfair,"
" and the. jurisdictional issue turns absolutély on thg determination

on the merits. 2

7. Exploitation of Weaker Groups of Consuméfs

This criterion of public policy applies to the childfén}
the ﬁoor, and“the disadfantaged such as ngwly arrived immigrants.

. Suéh groﬁps afe so wéak:that they cannot prptectJthemseives;f
Thé cri#érion'of "flagfant oppreééion of'fhe.weak by_the'étfong"

also applies here.

8. Injury to Competition Creating a Tendency Toward Monopoly o

Tﬁié is an imppftant criterion used to declare an . issue of
public iﬁterest becausé mopopoly.ultimétely ﬁarms_¢onsumers.ﬁ-$his
requiremenf was.also-needéd because the pr;servafion éf_free enter-
prise.ié considered aAffimé'public interest. - o

_‘The‘;lements'éf the puB;ic intefest déveloped'above_suffér
both from considerable confﬁsion‘with»fhé-mgritsAofgprosecufions
andvoveremphasis of the doétrinéi:e di#tinction ﬁefween public

and private'rights.":They fail to>emphésiZe'sufficientiy the
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primary feason”behind the"imposition-of a pnbiic interest’reé'
| quirement - the avoidance of wasted Commlselon assets and’ ener-
" gies on tr;v1a1 matters. The analysxs which best serves thls.'
functiohbebnsiders‘the impact on the publlc in a varlety of “;
' quant1tat1ve terms whlch more or less can be accurately deter-
- mined. It would, therefore, be useful to 1dent1fy these |
_quantitative factors from the line of cases taking’that appfoaeh
»and to determ1ne the scope of 1mpact necessary to support a |
o publlc 1nterest flndlng. f. A
| One important’factor-iefthe size of theAcOnsumer‘greﬁp:
involveag- Courts have ldoked to beth the actual nﬁmber of
buyers from a partlcular respondent and to the scope of fhexf
- market for the item in questlon. Where the item is one. for
vgeneralyeonsumption such as flour, the requlrement is rather"
easily eatisfied, yet the need for assessing the'ecope of thel
‘ ,particule: objectidneblezpraetice stilleremains as attenfion '
only to ehe size of the ﬁarket woﬁld automatically satisfy
the_public intereef requirement in every ease;_ Where‘the‘
‘market isAa.rather limifed one a”eubstentiai number ofeaétﬁai'
purchasers would probably.be.sufficientmto supnort juriseictien.
The number of customers actually sollc1ted by a respondent,‘
regardless of whether they purchased has also been con51dered

a 51gn1f1cant factor. An obaectlonable sollcztatzon addressed
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'to'oniyffive.prospecfs hasebeen heldlinsnfficient to suépont d
oommission~action«while saleS'canpeigns of:more general cir~ .
cnlation have justified FTC-orders.‘i ﬁ | |

The nature of the "publlC" affected by a practlce would
“elso seem relevant. Deceptlons .addressed to or affectlng .
‘ only limited classes of persons, however, have been found suf-
f1clent to satlsfy the publlc 1nterest pre-requ1s1te. The“
jcourt expressly noted 1n Perloff \ TR FTC that "the 3ur1sd1¢t1on
of the Commlss1on in cases of unfair trading recognlzed regard—
less of whether it is the publlc in. general, or a partlcular
classsa. whose 1nterest demands suppr9351on of the practlces
complained of. It would seem that effects upon a,llmlted‘and
perhaps sophlstlcated segment of the publlc should be substan-
tlal before the publlc 1nterest is found to be 1nvolved.: Clearly
the relationship of the group affected to the general pub;ic :
"should -also be included in the formula. | |
Another quant1tat1ve element often 1nvest15ated is. the
Msize of the buslnessﬂf Both the S1ze of the_partlcular\res-_
' nondenfis business and the oeerailusize of the industry are | o
considered. More speclflcally geographlc d1str1but10n, annual
1ncome, the number of oompetltors and the quallty of merchandlse
are analyzed in the 51ze';nqu1ry. _Even.small-operatlons within
limited fndustries; howecen, have-been.found cofnfesent'issues

)
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Qf éublic‘intefest. In Branch v. FIC, althdugh the court
recogﬁized that ;nlj a few“businesseé‘operateavin the Latin
Americénvcorrespondence schéol mgrkeﬁ; the potential forf_
growth in the industry cont;ibutedito the public interest
finding.1? B | | | -
In Canada, Bill C-23 which amended the Combines Investigation
Acﬁ and other acts includes under “Pxoteéfidh.of Public Interest
in Competition" services i#.addition to‘p}oducts, prohibifion
of bid-rigging, extraterritoriality relating to U.S. firms in
Canadé, and abuse of’intgliectual property 6oncerning pateﬁts:

etc.;h

Business Responéé to ébnsuﬁér Leéiéiation.

. fhe response of business to consﬁmer:legislatibn, gene?ally
speaking, has Seen pégativé. The basic reply from business
‘might be capsulized aé "The present law is'sufficieﬁt, and
anyvhew legislation:would mean undue government interference
with the free enterprise system.“Sohe,cOQSum;? bilis af;
:denounced as too costly.

Despite the.negative feaction; ﬁany ﬁuéiness manage#s
have'abdicéted £heir'decision-making respdnsibilitylﬁi falling
béék'and relying entirely on iegal advice; That is, in thé.

' highly sensitive area of consumer‘interest; when the sales
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and marketing deelsions get tough. the dec151on makers méy
defer to the legal department for -the last word. In questions
>of package de51gn, labellngi advertlslng-clalms' and 80 forfh,
‘when a certain marketing declslon is in p0551b1e conflict wlth
a regulatlon, the flnal arbiter will frequently be the legal

15

 department.

Summar& apd Coﬂclusiens

eThe function of a gi&en law ;S»ueuaily.to prevegt‘conflict,
to resolve conflict or te restrain‘confliet within agreed-upeh .
limits.t'The interests of consumers hafelbeen‘defined relatiﬁely
precisely‘in some areas of the law. Heweeer,.eueh afeae‘bf-old
. and well establishedilawrsuch as ﬁhe laweof cbhtract have

" ‘changed significantly in recent years. The-principle of the - B
sﬁirit rether than_fhe letter of the contract has widened the

o]

vedacepf'of conéumerAintereSt in the law.

Legislation in the area of trede practicee ae wel1 as the
~structural issueé of,competition and moeopoly‘has andAcontinues
.'to expand as the courfs' cqneepts of the_censuﬁer_interest »
"expand. Rather than providing limits on .the bounds”of a definition ‘J
of the consumer 1nterest the law is expandlng 1ts concept ‘of what | él
these 1nterests area. It is gratifying to see that the law - F

‘really is requn51ve to changing societal values éven_theugh‘
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 many will argue not as responsive as it should be.
The tendency.of the law to use the term "public

interest" in their definitions and judgements further

complicates the definitional problem for consumer interest. |

- The lists of the coﬁponents of the "public interest" Preé
' sented in the chapter are curiously similar to definitions

.of~cohsumer intereet found in the iiterature presented in

:prevzous chapters. It w111 be the task of the last chapter__.

‘_1n this study to brlng these concepts together and look at
“ such s:mllarlty and dlfferences.

Before that however, the next chapter looks - to the

soclal sclence 11terature for help in deflnlng the consumer

1nterest.
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?ART'VII THE SOCIAL APPROACﬁ
TO CONSUMER INTEREST
Thé final Body»of litergture reviewed‘to help in.defipiné
the consumer interest is that of the socialisciénces of sociology
and political.science. Th;'idéé_of intéreéfé and intereét gréﬁps .
is treated by these sciences and it is not ﬁhreason&ble to ex=-
pect that research in”ﬁhésq fields can shed light on éome dimen-

sions of the consumer interest.’

;interests in Sociology and Social PsyCho;ogyi

In the field of sociology and SOcisl‘psychology the term
: intéreéts has had cénsidefable fogue._ From the‘ﬁegihhingg of
modern systemétic sociology writérs hﬁve'édught to distinguish
and class;fy the various aims orlstrivings of human beingéuwhich
give rise to the varieties of social phendmena and.especiaily
of group behavior;i Hérbgft Spencer dealtﬁ?ith wh;t he called
the "internal faétors'qf aociallphenomeng", and Lester Ward
sought to classify "sqcial‘forces"; ,ﬁatzqnhotef emﬁ;oyed inf
steadjthg term "interests", being chieflj’ccnéerﬁéd to show
hqﬁ variant or aptagonistic interegts-cf indiiiduél;fand groups
éxplain'or iliustfate‘hisvﬁheory‘of.soéial\éopflict;‘ This uéage
Qas adopted by Albion Smail although for # different purpose and

was popularized by him among American soéic10gists.‘.

- 132 -
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Small offered hig éwn ciassificafion.bf interesfé;‘aﬁd
.va?ious other writers;‘guch as Rqss,:ﬁllwoodiand Hajes, engagéd‘
ﬁin>thensaﬁe task. Tﬁeir'définitions of the terﬁ were essen~

tiaily psychological. Thus Small sald that "an 1nterest ig an
unsatlsfled capacity correspondlng to an unreallzed condltlon,.>
and 1t is predlsposltlon to such rearrangementvas would tend

to realize the 1nd1cated condltlon. st own list reduced
itself to the following; health; wealth, soc;abxllty,‘know-
ledge, beauty an&'riéhtnesst The'cfudity bf fhiS‘li;t ié
.obyioué;‘and. while if wasvimproved uﬁon by the othér‘writers
referred to, the diffieﬂtyof finding. a basis for cla_ss'ifi_- |
cation remained. ﬁof Qas the atfempt,fo axpléin social
phenomena as expressions 65 embodimeﬁts_of épeqific»interésté
ﬁarticularlj successful. Horeover‘a_fuﬁdamgnﬁal‘difficulfy

lay in the confused application of thg term at once to the
 subjective phenomena of.motivations or désireﬁ and to objective
phenomena, such as ecogomic wealth, i?orvthis reason.'MacI#er -
‘hés proposed that # clear.d;stin¢tioh"sh9uid'he drawn between
attitudes or st#tes of consciouénesg,ibﬁ the one hand, and
iﬂtefests, or théIObjects toward which ﬁhese states. areldifecfed.
;oﬁ the 6ther. The confusxons and difficulties of the 1nterest
concept haVe led various soclologlcal writers to reject the

term altogether'&nd to substitnte such terms»as values and wishes.
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It thé terﬁvihterestg is used with #his bbjective signifi-
cance as the cofrelativefdf-attitudés, thé'éoncept.becomes
i particularly useful in the explanatlon of the growth and change
of social organlzatlon. . Under more 51mple condxtxons of soclety _
the social exﬁressipn of,xnterests was mainly through caste or
class.groups, age groups, kin gfoups. neighbprhoéd grbu§S'ah§
_ other unorganiied or ioééely organiéed solidarities, The cd--
herence of these groups was fostered by apprOprlate tradltlons -
establlshed 1nterpretatxon5, as it were, of the 1nterests or '
‘values which the groups embodled.;

In an 1ndustr1&lzzed society with 1ts.d1v181on of 1abof |
'and 1ts opportunlty for widened contacts every 1nterest of
. any proportlons establlshes .an organlzatlon for 1ts promotlon;
Many quite limited and selectlve interests are enabled to draw .~-
ﬂtheir scattered adherenté}intq personai or iﬁpersohal Eelatidns'
over gfeater areas, whil§ the more’universalAexteﬁd:cdrrespondingly ;
the rgnge.and‘the1size of their éfganization, VThﬁs the most
~ marked Structﬁral:disfinction~bétweenfa>priﬁitive andva civilized

society is tgé pauéity of s?ecific asso#iations iﬁ the 6ne and

. their"mgitiplicify;ih_ﬁhg'other.' |

?his def;nite organizafion.of interests reacts upon the-
charéctef of the iﬁtefeéfs as well és on the>modes in thch

theyAare-pursuéd. A‘bréad distiﬁctionJﬁay be dfawﬁ here between
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“like and common interests. Persons have like 1nterests in

so far, for example, as each seeks a 11ve11hood for h1mself.

They have common interests in the degree 1n wh1ch they parf

t1c1pate in a cause as the welfare of a c1ty or country,

~ which 1nd1v151b1y embraces them all. The two types of 1nterest

are 1nextr1cably combined in the1r attachment to assoc1atlons.

,Thue the like 1nterests whlch lead to economlc assoclatlon
are reenforced by the sense of membersh1p 1n a corporate unlty

:_on the success of whlch ‘the attainment of these like or dlstrl-

butive interests depends. Moreover the assoclatlon’glves a

greater stability to the'intereéts which it promotes. An

vorganl ed interest, especially if it assumes the form of incor-

poratlon, achieves a certa1n contlnulty in splte of the fluc-

: tuatlng devotlon and the changlng compos1tlon of the membershlp.

With the 1ncrease of organlzatmonfthe conflict of interests
takes new forms, and the problem of establlsh1ng some harmony
between them thrusts new tasks upon the state. There are some
1nterests which remaln localized and others which have special

local espects.‘vBut on the whole theﬂettrihution of interests

:tollocalities; the principle on which the s&stem of representa-

tive government has been bu1lt, has dlmlnlshlng 51gn1f1cance.

These flndlngs ‘are not at variance w1th the concept in the

V Unlted States (and in Canada though not so speclflcally stated)
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'thét the proposed govérnmentally funded consumer<iobby group
_was a spécial‘interest.lobby for consumers. When consumer

groups are examined such is not far from the facts. . .

Interest G'roup'vTheories2

Interaction betweéh the polify aﬁd organized interests
has taken place in all periods of.histbry..'Esfates,ﬁguildé,
-trading companies, and the like are the more im¢édiate antece-
dents of the modern inte#est group, which méy besdefined as
a voluntary association of indiviauals th band toéethér for
the defepse of ‘an "interest". Thé“définition of an interest
- as a ''conscious dgsifé>to have’pﬁblic[policy, or the authorita-~
tive allocation of values, move i# a particﬁlaf,géneral or
specific direction"V(LaPalombara 1§64, De 16) may be confrover-
sial, but it.usefu1ly limits the éoncept by excluding the--
nunerous groupsAwhose members Share>cértaih attitudes but are
ﬁdf concerned with public policy; Once it is determined that
only those organizgtions whichihave a.étake'in the politiéal
.précess-belong tq the_intérest gfbup'uni#efse. thé ferm may be.
used iﬁterchangéébly-with 'pressure groups'', "ofganized ihterests",
‘"105bies", "politic&l'groups" or "poyer groups''.

'G:qups fepresent the interest of the éections into which

a society dividesj with advanced specialization groups will




a7

_ be more numerous and speeialized. Invariably management,
‘flabor, and agrieulture will appear as federated organizations

. in areas where their interests are at stake. They are not

only reéognized by internetional organizations but occasionally

form groupings acfoés national berders, for example,'the

Interhational Confederation oanree Trade Unions or the Cpuhcil

V‘of'European Federations of Industry.l-Withiﬁ almést\every‘coud~
- try there is also a web of more specialiied trade'éésociaﬁions, -
- trade unions, and- farmers' organlzatlons extendlng 1n a vert1ca1

. as well as a horizontal dlrectlon. In Western societies the

organlzatlons of the profe551ons such as medlclne or law are

" among the oldest 1nvere§t ETOUDS -

In addition to sectional interests, the promotion of

"ceuses also givee'rise to»the formation of political interest
_groups. The Anti-Corn Law League, the Anti-Saloon League,
‘societies devoted to the éurifieatien'of»eif or of mannefs,
"movements for penal reform or for civil lxbertles, peacemongers

“or warmongers - in every 8001ety there is an xnexhaustlble

supply of causes which find the;r spokesmen,.who form organizan

tions and mount campaigns.

" To manage‘the flow of infiuence between-goverhment.and the
govezned is the maln functlon of 1nterest groups in.a wide

varlety of contemporary polltlcal systems. The mere fact that
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groupstparticiﬁate in:the political eompetition of:a'given
system_and-seek to obtain and maintain power does not distinguish . .
them from otherVSocial stroctures such as partleé; In the past
the d1v1d1ng line between partles and interest groups was often
drawn by polnt1ng to a dlfference in functlons. Groups were
expected to convey to the polltlcal apparatus tne total clalms
of a supposedly‘homogeneous clientele, while parties»were_to
select, aggregate, and thereby{tfansform the raﬁ.demands of an
electorate, . This is no longer true; Most modern ihtereet
_Eroups, andAespeciallj.the elaoofete'etructureS‘thch ﬁan& '
of. them form for effettive:action, are so‘eonplei that they»
are compelled to sift. clalms and establlsh preferences.
Indeed, the legltlmlzatlon of thelr act1v1t1es may dependlon it.
This does not mean that all dlfferences between partles
and groups have disapﬁeared; Except in extraordlnary ¢circun-
stances 1nterest grouns do not seek respon51blllty for dlrect
management of government. ‘When' their offlcers or members win
electlve office (whlch is con51dered 1mpr0per only in some
countrles), the formal respon31b111ty of the groups to which
_they belong is not ‘involved. On the other hand, 1f(the role
tof.groups in recruiting decieion-makere_for the systemiis less
conspicioue than’that of pertiesg‘their influence in the

selection process i& often considerable and can be decisive.
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What is most diéfinctive'abdﬁt a great many inﬁeréét groups -
is the place whiéh they ﬁold in sbciety; The interests which
‘ they represent link gheirimémbership witp'community vélués.

" Hence, éroups are likely to>refléct>more’accuratel& £hén‘do'
othgf bodies the:congern of the society_in which'they opefate.
'.-Iﬁ fully developed as well as in_develqping count;ies,.certain
. ecritical coﬁflicts will, for a variety of reasoné, neﬁer enter
 Vthe party - political realm, Yet any.conflict that has ‘been
" taken into the public domain will iﬁvariaﬁljfaffect gfoupx
x actiiities. Whé:e'the formal System.of representatiog pfbves
inadégugte intere#t_grunS'represent ;ommunity v&lpes‘ﬁqu.
~ realistically than do pa:ties{' |
In the nexus bétween eéondﬁic, social and polifiéai_power
'(Neumanﬁ 1957) infefésf.groups traﬁslaté economic pdyer into
social power and share with pa:ties‘the_function of:trans-
forming social power .into politiéglvdecisioﬁs. Gréups which
“defend non-economic:intefests play ﬁ simiiar role in the broad
context of sociél aﬁq cultural change; |
ﬁistorically it has been the task of organized‘interesfs
in mény{éystems to function as agéﬁts’of:innovation. In the
. modern sfate,.howgvef, where'public authorities - boésibly
in cohjunctibn with polifical bérties - havg become an impor-

tant‘source.6fﬂinnovation‘ interest groups are horé likely to
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defend the staoas quo and an eetabllshed p051t10n, as the pro-
ducers. have been. d01ng in response to. consumerlsm. ‘The struggle
over values 1n which groups engage and the claims they lay to
scarce resources sometlmes prevent. sometlmes promote, change.
They may destroy an exlstlng consensus as well as prepare for
a new one. Their part in providingva;balancé between_stability :

‘and chénge within a go&ernmental>system remains important.

“Representat;on of Consgmer Interests’
ﬁark V. Nadel has a'differenf vieonn‘coneumers es.an
>interest group. His views on the’diffusiod and inteﬁsity of
consumer 1nterest were dlscussed in the early part of the
report, "All people are consumers"' he_seye, "but their
:self awareness as consumers is generallyo;ower than their -
awereness of their other roles."3 |
The low intensity~of the interestigivee added importence
rto symbolic andgpsychological factors. As a'subject oeeomes
ﬁore iﬁportant to‘a person he is less iikely to be swayed by
extraneous and epheoeral consideoeiiohs.r'The reiatively ;
unimpoftant choice between makes of cars can be influenced_by
various kinds of emotional eppeais; ATﬁe.much more importeot'
choice of e house is more generally grounded. in rational factors.

Similarly, in consumer protectioh a citizen is likely to be
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misled by '"the symbolic uses of politics"Qv:As the iﬁterest

is less intense, the citizen is more likely to assume contentedly

that the government must beidoing something about it.. But this '

vcdts the other way also. In the meat ihapeétion controﬁersy.

the stripping away of the symbollc assurance that all meat was '

. inspected led to a greatly 1ncreased 1nten81ty 1n consumer
'concern about the 1ssue. The issue's generally low 1ntensxty.
magnlfzes the 1mportance of the press ‘as an- aid to those
representlng.the_cpnsumer 1nterest. Low 1ntens:ty is another
way of saying low Visibility and this giveé the press g«major
role 1n 1ncreasxng v151b111ty and hence 1nten51ty. o
After dzscu551ng the problem 1nherent 1n deflntné consumer
interests,vNadel.says,' 'eesultimately it is the government .
that defines the:éonéuﬁer‘interest. The interesﬁs'ofrspeci&l
lgfoups'sgch as the American‘Trucking Associatioﬁgareia;wéyé
Varticuiated by thémseivﬁé and pféésednﬁpon the goverhment by
the firm in which they arelértiédlated;) Tﬁ§ reéulting.g§§éfn-
mental policy may be at vgriance Qi£h‘thefgfoup'é definit{on
of its own.ihterééts,_but few doﬁbttthat‘thé.selffinterést\of
the group's'membefs hAS'beén_originaiiy;defined bj the group
'itéélf.‘AOn‘the oﬁher'han&,‘a véfiety of'goyernﬁgntai andknon-
go§ernmental consuﬁer‘ﬁéiivists m;y attempt;to define the “l

‘consumer interest, but the difficulty of.definitionlof a
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diffuse interest of this type.gjvés other gbﬁernmentai actors
equal claim on positing & défini_tion while the autnox?ity and
visibility of th‘e‘,_govemmexgt gives legitimacy to its own defi-
nitibn. Thus, in his~first_cgnsﬁmer meséage, President Kehnedy
stated the "RiéhfsAof Consumers', - Inldoing s0 hé«did-nof‘
refiect previously demahded rights. 'As;the chief reprééénié-
tiye of the federal govérnment he defined those rights‘himé
self'."."* . | |

| The represehtation sf n&n-intéhse diffuse interéSts:is
a tﬁeme in_recent‘political'theory, A useful theory in fhié
context is that of Charles Lindblﬁm.s\:ﬂié statement qffthe 
plﬁralist theory definesvcoﬁsumef.intefests as widely.shared'
'vélues. or in‘some cages, éplléctive values. Thesé &alueéﬁare
sjndndmous with most cancéﬁtioﬁs ofvthe public intereéf..
Then the question Becqmes, "Is ;hd»ﬁublic interest given
weight in the policy procéss?"' Lindb1om_answers in the éffir-:
Amative in the foilowing way: He conceives of the tgfal
‘ decisién-making pfocess aé one of ﬂpaftisan mutﬁal Adjustﬁent" '
in which each pértiéipagt pursués oniy his own immediate‘gOals
withouf_considériﬁg éll'the conseque#ces of his demands and 
without uniiaterally changing demandsrin response fo some notion
lof the "public interest". He argues,»honétheless. that the

publig‘ihteres£ (wide1y shared values) is not néglected'ih'such
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a systeg. First, there are powerful.ihcentives toward egteement’
in‘partiSan mutualtadjustment. These 1ncent1ves lead to the
motual,ecceotaccebof shered values. Second those participants .
yho have as their-feseonsibility the pursuit_of widely shared
Avalues have special authority and'powefs. Finaliy, scme'
imbo:tant participants seek shared values esltheir principal
goal. |

There ere severel'ptotlems eith thistinterpretation of
the representation of widely‘shered values..EFisst is'the:
p;oblem‘of definition demonstrated'eariier._ A value may be
defined &0 broadlytthet agreement:oh it is meaningless since
controversy centers around narrower grounds. In tne p*event
case, all part1c1pants agree that the consumer should be pro-
tected. The producers contend that protectlon rests in the
_marketplace wlth a mlnlmum of tamperlng from the. government.
The consuner act1v1sts seek to make formal publlc policy the
prlme protector of consumer 1nterests. The wldely shared
'.value that the consumer should be protected is thus almost
" meaningless. -Industry uouid not act differently even if ;tf
did nottespouse this Qidely shared value.t

Nadel quotes Mancur Olson's theory of groups in support
of the problems faced in. representlng consumer 1nterests._

Olson,jan economist, presents a theory of groups which 1s_at'

SN SO AT TN LS O TV e T
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odds wvith pluralist thinking.6 He maintains that there:iS'

a qualitative as well as a quaﬁtitati§e difference;betyéen
large and~sméll groups.. In a large>éfoup séekiné_ﬁeﬁefité'-
er'a large number of members,vit\is in every member's_ 
inferest for evérydne to contributé resoﬁrces to the orgaﬁiza-
tion to obtain collective benefits. .However, there are so many .
members that anj §oluntary contribution by the member will

- likely be greater than_fhe benefit heumight gain. Furfhermbre.
. there are so maﬁy other members it is-unlikely tﬁat;his contfi—
‘bution will make any‘difference. Tﬁ#s there is‘ﬁp rational
incéhtifevfor fhe individual to contfibute voluntafily;»~He
cannot affect the outcoms any. more fhan‘ah individual firm

in a perfectly competitive market can affect the total préfii
of any industry by resfricting its.éwﬁ qutput. In each case,
‘the individual actor loses more than he gains. However, the
éituatioh differs in small groups; fJuSt‘aS'in fhé case of
oligppoly, such a group_is.smalllenopgh for an individual
efforf to affect the total outcomé, :Aﬁ individuai's contfi;
Hﬁtion might wéil be less than the §plléqtive benefits which
resﬁlt from his effort. In such a case it is rational fér'him N
' t§ make thé effort even if no one elée contributes.

| ”In a siﬁilar_perspective, Anthbny dens demonstrates the

7

irrationality (and hence improbability) of consumer influence.
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Influence requires.costs, particulariy information costs.
People will only incuf ﬁhose costs when theAretﬁrn is likely

to offset the Qdét. Singe‘people.consumé in many areas, but

,p?oduce in only one, fhey'will conéeptfaté their infiueﬁce in
the area of their production (as businessmen, léborers, profes-
sors, gté) rather than in their many'aréas as consumers. There-

‘fore, producers will have more influence than ¢onsumers.

The ingenious analysis of‘Olson énd bowns has been dié-‘
»pfovedfby fact_i;lthétAconéumérAﬁrotectién legiélafidn hasie
ﬁeen éasséd, élbeit in 1imited form.. Nevértheless, their
theory'ﬁould seég'fc>allow no poséipility‘éf even limited

success. In short, while Lindblom may be accused of beéing

- . too optimistic about'the‘success of widely shared values, the

“economists appear:to be unduly pessimistic.

. The contrast between the theories and their apparent .in~.

‘consistency with empirical observation may be resolved if we

look at the policy-making process in consumer protection: in

: ST o 8
terms of '"professional consumers'.,

"Quality of Lifé" as a Consumer Interest

The growing social criticism of materialism, i.e. the

"'desi;e'to possess more and beﬁter material goods, highlights

another interest of the consumer, The most commonly expressed
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: charge‘is_that“modefn,teChnolbgy of the eepﬁomic sys#em has
delivered an ovef—abundancelof:geods;>but:in so doing have not
.necessarily impfpved fheequality of ﬁebplee"lives; Sﬁchﬁ
féritics feel thet weihave_placed an undue emphasis on:ecoﬁomic
grewih, on acquiring material godds.fof their okn eake, but
we have madefreiatively little‘pregrees fowara elevating the
'quaiity of human iife, individualisecuriiy‘and happihese.9 :

Marj Gardiner Jones, Us Federal Trade Commissioner,
expresses her concern about human values. "What 1s new
today about consumerism is the fact tnat censumers‘»eoneerne'
today_afe muchvmere'directly fecuSSed on the human values
\and.environmental considerations invoiﬁed in today;s:ecoeomic»
dec151ons than they are on the more strlctly 'economlc problems

: of ohtalnlng the hlghest quallty goods at the 10weet p0851hle

prlce."lo Vance Packard dedicated his hoqk The MasteAMakers
to.his mother and<father,;“who hagd hevereconfusedethe poeseesipn o
V.of goods w1th good llfe" | H
David P. Eastburn sees all thls-ae e confllct between .

'"economlc man" and "5001al man". Rom'J..Markln, whlle quotlﬁg
Eastburn, sayseﬁMuch‘pf the hueiness@an's dilemmaAean.be freced
to the conflict between economic and social man - & confronta-
tion which stehe'from.the marketeifsecbncern with making a living

on the one hand, and living with his fellows on the other., Or,
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in short, the problems which surround the paradox of '"making

‘a living" versus "making a life". Those who are primarily

economically oriented see 1ife-differently from those who are

‘socially driented. Those with a more balanced view are likely

to be torn by coﬁflicting beliefs.

It is easy to overdraﬁ a generaliiatioh, including the -

contrast between economic and social values. But the fol-

lowing is a fairly adequate shorthand definition:

Economic Man

Production
Quantity
Goods‘apd>5ervices'
- Money Values |
‘ Work>and Discipline
Compétition |
Laissez~faire

Inflation

Social Man
Distribution
”‘_Quali£j
_ People‘
‘Human Values
‘Selféﬁealiéatiog

Cooperation

Involveﬁent

' Unemployment

N

Source: David P, Eastburn, "Economic Man Vs. Social Man",
Business Review, Federal Reserve Bank of Philadelphia
(October 1970), pe 4. C. 1970, The New York Times

Company «

As can be seen, marketers and businessmen a:éAoften too

deeply sﬁeeped in the values of economic mén to appreciate
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the values of social man as reflected in consumerism and the.

. consumer movement., Economic man often is the mirrored reflection

of the "establishment". Hig value system runs to productioh,

mass marketing, the outpouring of goods, and the regulationt.

- of industry by'competition albne or laissez faire economic
principles."11 It does not séeﬁ unfeasonable to draﬁ_ﬁhe

- conclusion thgt the reason the consumerism movement and the.

-search for the consumer interest goes forward, in spite of

-predictions by Olson and Downs to the contrary, is that those

who carry it forward do so with more thén just economic interests
as motivation. While not provable in this literature review

empirical Qbservations by the authors bf those active in the

i consumer movement support the hypothesis‘that economi¢ benefit

" is not the sole motivating force of the consumerism movement.

Summary and Conclusions
A review of the sociology and political scieﬁce literafure

has been fruitful in providing a theoretical background and

modus gperandi.of'the conéumerism movement. - In addition it
has provided some insight into the potential limits or bounds
- of consumer-interest. The latter may not be.particularly

helpful since it is not difficult to draw the conclusion that

there is no bound if,one‘agrées with the premise that,iﬁ'is
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man" are additional motivating forces for advocates of consumer
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legitimate that the consumer iﬁfe:eef~ineludes the genefaliy_
' ~_accepted economic cohéernsjin the market place as well as the

- Mquality of life" andiits consumptions . -

The consumer interest may be refiected in a lobby group

~ whose 1nterests need representatlon and fosterlng along with L
jother 1nterest groups in soclety. The explanatlon of why it /

‘1s difficult to have consumer interests represented (they

consume in many areas but produce 1n one and hence a large_

dllutlon of~consumers- potential economlc_beneflt'from any

g,

belie the facts that these interests are being forka:ded;_
a‘We conclude that while the irrafionality of COnsumérism
on totally economic beneflt grounds may be trua that in fact

1t is only a constralnt on consumer 1nterest representatlon

since considerations of the "quelltyiof life" and the "5901al'

) rights .
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PART VITI TOWARDS A DEFINITION OF
A THE  CONSUMER INTEREST

The review of the llterature on consumer 1nterests has
ranged over the fields of economlcs, marketlng, consumerlsm,
law, and socuology. In each case the perSpect:Lve employed_
‘feflects a ﬁarticular modei of SOoiety end-social behavior.

7 Each,perspeotive. in its own way;-helpsvto:clarify the issoes~.
‘and to define fhe meaningvof the>consomer intereét; .Nowhere
is the consumer 1nterest given preC1se meanlng. In baft this
is because the scope of the concerns that are seen as part of
.the consumer interest is expandlng. |

Consumer 1nterests apparently are no 1onger conflned
_merely to economic 1s§ues. Equal interest .is belng shown on
the quaiity of life; poliuﬁion, and the indescriminate use
of lirmited resources. Consumerism now féflectsnthé oonceroA
_ of crutlcs of a materlallstlc, hedonlstlc culture whloh equates
quallty of life with the possese;on of goods.

Thls summary and conclu51ons chapter hrzngs together each
of}the areas covered in the literature rev;ew»toAprov1de a |
working definition of the consume} intere3£,‘ It provides a
foous.for the evaluatioo of that:intereet’end points oht areas
where amblgultles remaln in the elusive concept of the consumer

1nterest.
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Economics

-The économist assumes that consumers behave rationally
and make their_deciéiénsfin sﬁcﬁ a way as to maximize théir_
pefsonal utility functions given the resoﬁrcés available to
fhem. By the addltlonal assumptlon of a perfectly competltxve
 system, it can be shown that a Pareto optlmal equlllbrlum can
‘be achieved andAmalntalned.

However, sﬁbsu@ed by the éenerél assumbtioys ére fwol
séecific sets of assumptions that should be'madeﬂexplicit*
_because of their re;evénce.to~the éonceéf”of "the:¢bnsum;rA
interest." |

l. The assumption of equal shares and equal marglnal
utility.

2. The initial distribution is in accordénce with a
’ generally accepted concept of equlty, that is, with
a soc1al value system. '

The assessment of the consumer 1nterest in economics is
deduced from a purely theoretlcal system. If the 1n1t1a1
postulates are granted it can be shown that no consumer can
' be made better off without reducing the welfare of another.
_ The claims of consumers on the ecdnomic'system are therefore

satisfied.

The rational consumer of the economic model does not exist. -

~ anymore than does the perfectly competitive econoni.c system.’
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Hav1ng said this we may still con51der whether the economlc

model provides crlterla for a deflnltlon of the consumer
interest, Certaznly the demand curve whlch arlses from the
utlllty maxlmlzlng decisions of consumers is a central deter-
minant of economlc act1v1ty. | |

| Critics of the economlc system would not acoept the pro-

p051tlon that the consumer 1nterest 15 protected by the forces

"of the market place. - There are too many 1mperfect;ons in the

- system. It is not at all clear that business decisions even

approximate the predictions of the economic models It is all
vefy well to conceptualize the demand eurve but no one‘has ever

been able to deri?e’one empiricaliy. Production funotions often

can be developed but in most markets the 1mperfectlons are. such :

that theze is no assurance that eCOnomlc de0151ons w111 be soc-y
1ally optlmum.

" Furthermore thereeis a philoeophical qoestion\which ie
seldom addressed in the-literatute of'eelfare gconomics. The

utlllty functlon of economic theory is narrowly constralned..

It is not at all clear that 1t conforms in a useful way to the “

developlng concept~o£ the consumer 1nterest and_more_broadly

- defined consﬁmer»righte.

‘The Marketlng Concept

Although the marketlng concept dwells on the soverelgnty




154

of the consumer in the‘&arketplaee it.doee.net provide.a definitidﬁ '
of the'ceneumer interest. It is nof,demonst:éte&'that the con
sumer is sovereigh nor ihet indﬁstry fesponds in a direct,andr
predlctable way to consumer wants. .It'ie ndt at.all.cleaf that
- the consumer 1nterest is a domlnant force even where flrms :
operate accordlng‘to\the marketlng concept:whlch br;efly*stated;.""
| says that all the firms. deczslons should be made wlth the final
00nsumer in mlnd and in addition that the flrm makes profits

in the long run. .

Thls ls not to say that bu51ness does not respond to.con-
sumer wants; Censumer'research is a magor.lndustry devoted to
discoVeringVunderétanding, andjpredicting eensﬁmer qagts.and |
buying behaiior,' It is7used exfensively'by coheumer goedé
_.manufeoturers to plan fheir marketing campaigﬁs; the ebjeCtive
which is the profiteble exploitation‘ef,the ﬁarketplece.

Applying the ﬁarketihg concept, aufirm will proeide a
service or a product that is in the consumer 1nterest if this
can be done at a proflt. However, it is not certaln that
services or nroducts not in the long—term 1nterest of consumers -
will not produce a pref;t.»'Norlls'1t>certaln that firms will |
choose the marketing pelipy which will best ser?é the consumer
interest when a decision must be_made; Even if a product is

good (from the point of view of the consumer intereet) it is
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not éertain that tﬁe mefhdds of pricing, p:bmotion,énd?distfi_
bution will be in thé céhsgmer intérest;"It would be”nai&e

to assume that actions wr.xich.‘maximize _ p’rof‘its‘also will maxi-

ﬁize conéumef wellfbeihg.‘

The:markgting.conqépf may be an afprobriate.basis'for
ﬁanﬁfacturers of cbns#mér products to:gaximize profits. It-
does.not provide a ﬁseabie"definitipn-qf'the conéuéer interest.
Nor doés it assure that the consurier interest, whateyer that is,
nécgssafily will be served. Andvgeftainly;‘it does prévide.
any assurancé‘that the_reséonsiﬁility for protecting thé con=
’ §umefs ihterest*can'safély be léft in the hénds of.buéigeés;‘
- however‘enlightengd'it may be. | |

A definition of‘thé qonsumer-;nterest cannoi_bé déf?ved
from the markéting cdnqépt. The gdncept‘aSSumes that\;hat-:,
evef the interests‘of COnsugers are théy #re to be decided~ﬁ
by the consumer. Tt is further aésuméd thaf'conéumerslwill
act rationally and make decisions"in'tﬁeir own best intereéts.
Prgs@mably both shbrt-yérm and loﬁg-termAdonsideratiéns entér
->in§outhe decisions ﬁade;: o o |

| Even if we were to accepf the‘heféic‘&séumptidn_that-ﬁ
consumérs can and willvmake the multipudé_éf.buying deéisibns
that have to ke made.day'afﬁer dayAaQCOfding\to fational

decision rules that will maximize their short-term and long-
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_ terﬁ best interests there is no assuranéglthat'industry will
respond as ﬁhe~marketing concept supppSeé.v There are:two basic
fallécies tﬁat shéuld concern us. -

l. A Decision Rule o

Thé ﬁarketing coﬁcept is a decision rule for tha:profitable
exploitation of ﬁoﬁsumer wanfa. It is not a philosophy_for.en;
suiting that consumer vants are satisfieds. It certainly is:nét'a
?hilosophy‘for enéuring ﬁhét canéumgr“intereSts are ﬁroteéte&av
Consumer rights and céﬁsumer interests are not part of the
philosobhy;v There is no assurance thét~the édnsumér interest
will be.served‘if businéss plans i£5'produ¢t aﬁd marketinév‘
strategies in terms of maximizing the profi#éblg sales:responsé
of cdnsumérs, | | |

RBennett Bidwell, vice—?residegtg sales group, Ford Motor
Co., is reported to.haﬁeAéaid "In the marketplace the ultiméﬁe
wisdom_belongs to the consuﬁer. I sé:esé the qualifying adjec=-
tive 'ultimate' - not ‘'interim!. ‘In the iﬁfefim all kihds of
sberrations are possible, ihdeed, are iﬁevif&ble.' Ldng term,
the consumer's wisdo@ will prevail,“} A cyhic might observe
that the abérr&tions>may be serious}:indeedlcritical.' ¥oreover,
in a dynamic market the gberrations,ﬁéy.chénge_but they are
the rule. By.thg time the consumér'$ wisdbm has é;change to

prevail changes in the marketplace .introduce new aberrations.:
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- This means that in a2 complex and dynamic\industry the congumer's

wisdom never will prevail. To scme extent'thé fifms”in4hn indus~
try.ére at the meréjﬂéf éberrationé.or eiterﬁ;iities‘that cause
disﬁﬁrbances in the marﬁetplacé. The skyrocketing.deﬁand for
small cars following‘thé‘OPEC oil embargp andAoil-pfic¢¥éscélan
tion in_November,-;973 is a dramatic illustration of thié'poiut.
2, The Lo?esttCommén Deﬁominato?? |
Indﬁséry rust design products énd m§rkéting programs to

satisfy and influence as many of the appropriate target harkets

‘as possible. The objective is to maximize the number of poten-

tial buyers, not to maximize consumer satisfaction. It is com-

parable to the dilemma of the idealistic politiciam wlc finds

‘he must appéal to‘aé;manyiof the electorate as possible if he

" ‘is to be elected. There is a real possibiliiy.that his idcalism,

of necessity, will degenerate to a lowest common denominator.

Consumeri sm
Whereas economics:draws its inferences from a deductive,

theoretical model, consumerism draws its conclusioﬁs'inductively

from empirical evidence. The consumer movement is concerned

. with protecting the rights of consumers. It is understood that

consumers are not always rational. In any case, they seldom = .

‘have enough information to make rational decisions even if
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they ha§é the desire and the ability to do S50 .Of coﬁrse._hot
evén the most naive theoretical economistéyould claim thatf:_

the "rational mah”'assumptiqn of the perfectly competitive

model describes the behavioruof.the typical buyer.

Because of fhe‘imperfections in the economic system, the -

economic model cannot be relied upon to pfotéct'thc consumer

-interest, The essential and fundamental problems are assumed

away. JInstead of showing how to protect the consumer interest,

the model ﬁostulates coﬁditioﬁs, unrelated to the real world,

in vhich consumer protectioﬁ is not neceésary.

The consumer movémentjpostulates a sef of’righté or. funda- -
meutal Values.inherent in the roie_of ¢onspmer. It~is‘th¢:
tespdnsibility ofisodiéty to ensure thét‘thesé'rights areipfo~

tected. It is assumed that, as a consequence, the economic, =~

“and perhapé the social welfare of everyone will be maximized.

Consumerism is a social movement not a theoretical con-

struct. It is empirical in its assessment of the economic

system but idealistic in its social objectives. The consumer

is viewed as the object of‘exploitatiOn. glthough the con- -

sumer has rights as a member of society, these.righﬁé must‘bé

protecfed because they-are'subject'fdzerqsion. An iﬁportant
concern is that other interests are fepresentéd»through iobbying

and other forms of political pressure in the political and
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; legislative sfstem. ‘The conéumer'intereét l#cks pblitiééi-
:~repr¢sentation.. Therefore, when there is a Conflict of
‘interest it is the Qonsumep_interest that suffers.
| The empirical perspective of'tﬁe.coﬁéumér movement
has & numﬁer df consequehcésg
1.  There is a lack of a conéeptual-definition_of
'thékéénsumer interest.

. \2. - The undefiﬁed séoée has lead #o an extensiorn
into_areas of SQCiéi cgnéern ﬁhat-are Ohly ihdifeétly
rélated,to consumer intérest. Examples of tﬁis broade

' ening'domain are pollution of the environmeﬁt. wasfe of
limited resources, the energy urle;s, and violence on
© television. |
| 3.1 The "sélutipns" of the coqsﬁmer'mqveﬁent.tend to

be in the form of a type of “érisis manégement"c iEach‘:

L ﬁ,percelved problen tends to generate a recommendatlon for

a corre:tlve response Moreover, the proﬁoaed actlons tend‘
to‘focus.on particular types of behavior of_flrms’ghich‘are
percelved to be soczally ‘undesirable. 'Our ad ho&, and.inuib
effeotlve, approach to the control of th° sale of alcohnllc
bnvera es, mlsleadnng advcrtlslng, the dlstrxbutzon of por—‘
.nography, or vmolence on televzslqg 11}ustr&te the dxff;culty‘

The consumer interest in the consumerism movement becomes
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- confused with changing social values and isSﬁés of social morality

(in partlcu]ar; the perceptlon of a degeneratlon of moralltv).' The

- theme of fundamental, irrevocable consumer rlghts ma) provzde a prac—-:

ticable basis for systematlzlng the»concerns of the consumer movement.

Law
Only in law has the‘uord “Yinterest" been givén definiﬁion. In the
most general sense it means the "rlght to. have the advantage accruing

from. anythlng."z’ It vaulres nore spec1f1c meanlng vhen it ig annlled

- to property, insurance, contracts, bequests, etc.

In the consumerism movement the consumer 1ntefest is & éet ofArights
inherent\in the role of bbnsuhef. 'They ara-npt rights that are acQuired
hy csnt:a#t, bestowed by gO?ernmant; exr ;ransferrable'tq cthérs. Like
"human‘fights" they are fundemental and ifrercabie.'

Huch of the law affects; impinges upon, or attempts to protect the

- rlghts or interests of 1nd1v1du&ls; A veryllarge body of law deals

. ulth the rlghfs of partlea 1n contractual arrangements ‘of & variety of

kinds. The substantial body of law of contrac» and agency in the con-

mon law and statutes such as sale of good% acts operate in this area.

" Seme of the wmore recent legzslatlon which we would class as consumer

law attempis to protect individuals_from the enforcement of contracts

which for some reason are deempd socially undésirable, ever: though the
contracts may have been enterea info volunt&rxly. Legislation af-

fectlng coutracts algned 1n doar—to~door sellln is illustrative of
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. this form of law. Another class of lawv, bestlillustratgd.by‘the

Cémpeiitioﬁ Act and 1egisiation in the area of fraud, éefincs certain
acts affecting buyers{aélﬁriminal'aéts. ‘Finally_théfé is:increésing
gcceptéﬁée of the need fOr legislation that outlawé_certain kinds of,beni
havior in the marketplapefwhich is cénsideréd socialiy uﬁdésirable..  -
Laws fggarding‘misle&ding.advertising’are}eXAmples of thié‘afga. The
total range of legislati&n;which’réfers tovaétiﬁit;es in the market- .
place and affects consumer righfs isvvéluﬁihous and'fa:;?eaching.
Any»systematic examination of fhe consumer interest will -

require an extensive study of existing legislation and the develo-:

ping philosophical posture of consumer prétection in law. An in-

teresting approach to the definition of the ccnsuméf interest

‘would be to deduce from the usage in law what society has deter-

mined to be the consumér‘ihterest. If law is>é reflecﬁioh_df social
valueé.is'this not wheré society's §iéw§ on,thg consumér interést |
will be most c.l_e_a_.rlvy and realistically g}_:_presse_d?f _VIf.th:i.__c's is not the
cése;;should ﬁe ﬁot compafe the legai percep#ions:ofithe consumer
interést with a~mbre.acceptable'defiﬁition to finé‘gaps'aﬁd dis-
crepancieé in the law which purpqrtsfto protect the conéumers'

interest?

‘Soecial Approach

The usa of the term "interest! in tha sociolégical;litern

ature is confusing. At times it appears to mean a claim ox

inherent right. At other times it appears. to be the bééisy
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for group formaticn or group sclidarity. Grovyps are defined

© _to be clusters of individuals with.a common concern or like .

intérests. This meaning is sometimes extended to equate the
word “interest" to widely shared values. It is not surprising

that some sociologists avoid the term in favor of other words

‘which have a more precise meaning and fewer disturbing comno-

-tations.

 The social approach should be able to make & Significant

_contribution to the investigation of the consumer interest.

How groups form and how group action evolves clearly is of cen-

tral concern. The factors iﬁfluencing'the.fdrmétiqﬁ-of grcupé,

“the determinants of group action, and the more general probiem

of mechanisms for.effecti#e sqcial(éhoice are not well underw
stood. One would expect a joininé together of the émpiricism__
of the consumer movement and the theoretical constructs of the

social sciences to provide some important insights. However,

© the literature in this area does not provide a definition ij,

the consumer interest.

Consumer Rights and Consumer Interest

_ ¥We have reached the point where no useful definitioen of .
the consumer interest has: been found. Howevér, there has been

enough sparring in the érea'that‘a‘definitibn can ‘be made which

/
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may satisfy most and will at least provide the basis fcr.futuref

discussion and refinement of the problem.

The empiricist Y“consumer rights® stdtemenﬁvhelps clafify

the definjtional problem.

1. The right to safety
The economic model leaves it to the consumer to- decide
how much safety is worth as compared to other benefits. If

consumer's choose to buy fashionable but unsafe products

- that is their business.  The economic model assumes ﬁhatvrational

consumers, with adequate performance data, will decide whether

‘a'éafe:or an unsafe product will bénﬁurchased. The inability

of Ford in the late sixties to attract automobile buyers with

an:appeal to safety illustrates the_dilemméo-

Thérehis'éfmoral question whether thé:stéte has the res-
poﬁsibility to prbtect individual'consuméré.from their own
wgakﬁesses; theirvemotiénal'approaéhvto bujihg,decisions,fﬁhéir
inability to judge what‘is in their-bGSt_intéreét, or their ine-
ability tb nanderstand the information avéilable to fhem. Our
confused apprbach‘tq'ﬁiolenee.on'telévisiah; pornography. and’
television for children is & result of a cbnflict in values.

Even if the moral'issue is ignoiéd~thg[economic'model is
ﬁnéatiéfactory. AThe mo&ei aésuﬁes'that cohsﬁmérs are gble to

make rational decisions. It is clear that we cannot accept
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‘that assunption. ~There are foo mény products t§ choose from;
information‘is not readily available;ifor‘mahy products con-
sumers do not have the technical knowledg@ to use the.iufofm
matlon avaxlable; perforhance characterlstlcs often cannot
be Judged from a uetalled examlnatlon of the product or the ,
~inf0rmation_ava11able.

The consumerism modgl fgkes a very;sfraight foréard;
empiricel gpproacﬁ. There are prbduﬁts onlthe markef that
are uvnsafe or dangefous. Théy Shégld be banned. Tharé should
be 1egislation which will ensure that uﬁsafe productis- are kept
off the market. R

The ancification.of the meaniﬁw'of ﬁnéafe, the‘wav in
which unaafe products are 1dent1f1ea, the procedures for in~
spectlon and control, and role of govarnment and 1nduahrv are
~all difficult questions. Thls, is obviously a very complex
légdl question. It is also a coﬁplex probleﬁ'of social choice.

and societal decision processes.

2. The right to be informed

The economist avoids the issue by assumlng that 1nformailon
is available and is used.x In faat, as the 1nformat10n approach
demonstrétes very clearly, this simplistic assumption is totally

unréalistic and, in fact, déngeroualy mislgadinge' The effective
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dissgmihation ef‘hégningful<informa€iog‘should promete cone
suméf waifare. Thé_evidence suggestg"that the information
thaf‘éxi5£s often is'not uséd‘ Certaihiyftﬁére isAnQ:gséurance
‘that there will be a balanced and fﬁctual ~presehta{;;.on-¢f'inf'or»

mation to consumers.

‘3. The right. to choose

Fundamental to!an open market system is the fréedom to
 §hoose frém a variety of goods énd.éerviées.~‘The:ecénomiét
‘and the conSuﬁer‘advocate would agree thgt”thé coﬁ%umer.shoﬁld
have access to alternatives and to products that are accépfable
"sﬁbsﬁitutes. Much of the law in comblneq, com etlfwon, and
trade practlces attempts to ensure - that there will bn choice.
‘The concept of . competltmve prlces 15.1mportant bocéuse col~ |
" sumers not only should be able to choose but the ChOLC&S shoald
‘be avaxlable at the lowest p0351ble prlceu.

" The system breaks down if there are few choxceé, if tﬁev

are barriers to the entry of firms that. wlsh to COWp°t€ in.an

1ndustry, or there are structural 1neff101ences that al]ow prxces'

-to be hlgher than they ought to bua
VWhere competltlon cannot be depended upon to prov:do ade-
quate ch01c at low p”&ces 1t is necassarv for socmety to in-

trude. Government is then expected to monltor &nu control - 80
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that consumers can be assured of satisfactory guality, reason-
able choice, at "fair" prices. The definition of a "fair"
price is, of course, as ‘difficult as & definition of the con-

sumer interest.

4, The right to be heard

It-ié because the competitivevsystem does’not'work éé éffec@
‘tiveiy nor as efficieﬁtly‘as the ecdnomié_model ﬁfediéts.that :
there is a cryrfor'coﬁsumer‘repfesentgtibn-in fhe'fo:mulation'
éf,sccial policy. As has been pointed out several times in
.this'rébérf; individuals have many intevests dependihg upén
'their mauf_roles. Often éheir interests as co@suﬁefs areAless
~demanding than their épecific and;selfish interests as pfo~‘
‘ducers,>union members, etc. The politigai procésslghcourages
political'bressufe and lobbying by spebial iﬁtereét‘group;éf
-fhe need for political.repréééhtaﬁion;of the-distinC£ivé‘p¥o-',
“blems of the conéumer interést is » bonseQuence of fhe @éy in;
'thch the politieal system Qorks. | |

_The righté listed are not conﬁroversiaiei'Few‘woulé argue
'against them in principle. On the gther hand;'the proper pfo~
ceséésvfor protecting these fights.is & highlyfcontrovcrsial.
“énd pdliticallyAsénéitive:question;A;

A perspective of consumer rights as a basis for examining
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. the consumer interest can be very productlve. Such an examing- -

‘tion wlll 1ead to an ela%oratlon of the above rlghts and to

an expan51on of this list.
The concept of a consumer interest is being extended into
& range of areas of social concern. In the process the meaning

of the consumer interest is becoming confused. It is apparent

an understanding of the issues but not to a definition. The

most promising perspective appears to be a.concept of funda-~

mental righte. The statement by Presidént4Kenhedy_haG baen

used to provide a fou#datioh for developing & theme of con-
sumey rights. ‘W£at.is needed now is'a.clafificapion,,an ein
ténsion, and & developéent_in depth:of this theme. If would
appcar 1mportant to malntsln a dlstwnctlon between the con- .

sumer 1ntcreut and the publlc 1nterest as well as & specifi-

- cation of the effebtive demain of the former.. The theoretic&l

foundation for a conceptual development will be eclectic,

- drawing from economies, marketing, law, socioclogy, and political

"science.

One thing isrcertaine Canadxan consumnrs, like tuexr

_caunterpazts elsewhere in »he worldd, ean aqree a largb pcxcen«

tage of the time on wnen thexr ;nturests havc and have not bcen

‘ protected. Thls report has gone & lcng wpv towards collecnlag

and defining the dimensions of the consumer interest,
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FOOTNOTES

Bennett E. Bidwell, "Marketing Provoses, Government Intérpcses;

" but Consumer Disposes," Maxketing News, Dec. 3, 1976, p. 1.

-zBlack's*Law Dictionary (West Publishing Co., 1968), p. 950.
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