Gerard Emilien - Rolf Weitkunat

Frank Ludicke Editors

\ Consumer

@ Springer



Consumer Perception of Product Risks and Benefits



Gerard Emilien ¢ Rolf Weitkunat ¢ Frank Liidicke
Editors

Consumer Perception of
Product Risks and Benefits

@ Springer



Editors

Gerard Emilien Rolf Weitkunat

Clinique du Nord Philip Morris Products S.A
Port Louis, Mauritius Neuchatel, Switzerland
Frank Liidicke

Philip Morris Products S.A
Neuchatel, Switzerland

ISBN 978-3-319-50528-2 ISBN 978-3-319-50530-5 (eBook)
DOI 10.1007/978-3-319-50530-5

Library of Congress Control Number: 2017934508

© Springer International Publishing AG 2017

This work is subject to copyright. All rights are reserved by the Publisher, whether the whole or part of
the material is concerned, specifically the rights of translation, reprinting, reuse of illustrations,
recitation, broadcasting, reproduction on microfilms or in any other physical way, and transmission
or information storage and retrieval, electronic adaptation, computer software, or by similar or
dissimilar methodology now known or hereafter developed.

The use of general descriptive names, registered names, trademarks, service marks, etc. in this
publication does not imply, even in the absence of a specific statement, that such names are exempt
from the relevant protective laws and regulations and therefore free for general use.

The publisher, the authors and the editors are safe to assume that the advice and information in this
book are believed to be true and accurate at the date of publication. Neither the publisher nor the
authors or the editors give a warranty, express or implied, with respect to the material contained
herein or for any errors or omissions that may have been made. The publisher remains neutral with
regard to jurisdictional claims in published maps and institutional affiliations.

Printed on acid-free paper
This Springer imprint is published by Springer Nature

The registered company is Springer International Publishing AG
The registered company address is: Gewerbestrasse 11, 6330 Cham, Switzerland



Foreword

Consumer products are extraordinarily diverse, as are the consumers who might
accept or reject, use or misuse them. As a result, ensuring informed consumer
decision-making requires the full range of expertise assembled in this
encompassing volume. In the language of decision science,’ that expertise includes
capabilities in analysis, of the risks and benefits that products might bring; descrip-
tive research, regarding consumers’ intuitive understanding of those outcomes; and
interventions, designed to inform those intuitions, so that consumers can make
sound choices and producers can meet their needs.

Consumer Perception of Product Risks and Benefits summarizes analytical
research relevant to premarketing evaluation of expected product performance,
epidemiological tracking of actual consumer experiences, and weighing of those
risks and benefits. It summarizes descriptive research regarding the cognitive,
affective, social, economic, and political factors affecting consumers’ decisions
about acquiring and using consumer products. It summarizes intervention options
and experiences, in the context set by its analytical and descriptive contributions, as
well as the legal and ethical obligations imposed by the societies in which these
transactions occur. Its coverage is open and eclectic, with authors drawn from
varied disciplines and employment settings and contributions that provide access
to varied approaches. A reader who knew nothing about these burgeoning fields
before starting the book would have a good feeling for its sweep, excitement, and
controversies upon finishing.

That reader would also realize the needless perils of designing and marketing
products without incorporating the research summarized here. As reflected in the
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case studies scattered throughout the volume, some firms and agencies have long
employed behavioral scientists to conduct descriptive research attuned to technical
analyses of consumer products and the social context for interventions. Other
organizations, though, may be too small to bring the requisite expertise on staff.
They may also lack the absorptive capacity to secure it from internal sources.
Overcoming those barriers is a strategic responsibility for their senior leadership.
The editors and authors are to be commended for making that case so clear.

Department of Engineering and Public Baruch Fischhoff
Policy, Institute for Politics and

Strategy, Carnegie Mellon University

Pittsburgh, PA, USA
http://www.cmu.edu/epp/people/faculty/baruch-fischhoff.html
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Preface

Books on consumer behavior often focus on undergraduate students. This book
looks at a wider audience that also includes professionals in industry, research
scientists, regulators, R&D and risk managers, policy makers, public health admin-
istrators, and advanced students. It covers topics ranging from consumer psychol-
ogy to research methodology. It addresses regulatory aspects of marketing new
products in the EU, the USA, and Asia. The book responds to the growing need for
methodological guidance in consumer research and related areas. The field is
rapidly growing and existing approaches often do not fully apply or not fully
cover what is required. The general intention is to contribute to the discussion
around establishing sound conceptual and methodological standards in the field.
The starting point of this journey is that most, if not all, consumer products
present some combination of benefits and costs, the balance of which may vary
considerably for different product types. Also, there is always the possibility that a
product will not deliver the intended benefits and/or bring about unexpected risks.
This can be so for a large array of reasons and applies to all types of services and
products, including convenience products, preference products (e.g., beer, soft
drinks, and toothpaste), shopping products, and high-involvement products.
While such categories can help to organize the topics and questions, it must be
realized that each product type is unique and requires individual consideration.
The idea that consumption can be conceived as risk-taking and at the same time
risk-reducing behavior was formulated in the 1960s. The perception of risk has been
characterized as a multifaceted construct, each different risk facet being related to a
potential loss that a consumer may face. There are financial, performance, health,
psychological, social, and time risks. The specific mix of risks is highly product
specific and also depends on the individual consumer and the context. The study of
product risk perception is at the heart of important societal discourses going beyond
issues related to traditional risk analysis and marketing strategy development.
Theories of risk perception have often assumed that risks are being understood
rationally and have focused on quantifying probabilities of outcomes, costs, and
benefits. It has been argued that the relationship between perceived risk and

vii
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perceived benefits may, in a simple way, depend on the individual’s general
affective evaluation of the product and its expected utility. In many studies, risk
perception is still measured by asking respondents to provide simple ratings of
some sort. It becomes clear from the contributions of this book that simple
approaches of this sort require updating, given the level of progress that has been
made in many relevant scientific areas.

Consumer concerns, for example regarding food safety, have steadily increased
since around the 1970s, yet only recently have risk perceptions been systematically
studied. Product safety has since then received close attention from regulatory
authorities, media, industry, and the general public. This attention is still intensi-
fying due also to very novel types of products, like probiotic microorganisms added
to food.

Risk communication presents a related formidable challenge. A general problem
for all risk and hazard communications is that the modern world is already full of
them, especially in the form of warnings. Warnings and disclosures are ubiquitous
and have become part of everyday life. Research has shown that warnings can
communicate benefits and risks to consumers successfully, but only if they are
appropriately designed for the target audience, accounting for initial beliefs, mes-
sage content, message modality, and source and receiver effects. Understanding
how individuals interpret, process, and respond to risk and risk information is
crucial to create effective messaging that will be understood and accepted.

These and other subjects on “Consumer Perception of Product Risks and Ben-
efits” are critically reviewed and discussed in this book by a selection of excellent
scholars. The book consists of 30 contributions organized into four parts that focus
on Product Risks, Perception of Product Risks and Benefits, Consumer Behavior,
and Regulation and Responsibility.

The first contribution of part I (Product Risks) on “Types of Consumer Products”
by Ilene Zackowitz and collaborators describes which consumer factors impact
purchase decisions and explores several categories of consumer products. In the
second contribution, John Kozup discusses the “Risks of Consumer Products.” An
overview of the various product risks and their effects on consumers is presented.
Dominique Deplanque discusses ‘“Non-Clinical research-based product assess-
ment” as a large number of guidelines and rules governing the market access
process have been introduced, including the requirement for non-clinical evalua-
tions prior to human use. Drugs and other medicines probably undergo the strictest
non-clinical assessments, using not only animal models but also in vitro and in
silico approaches. Rolf Weitkunat presents “Clinical Research-based Product
Assessment” methodologies, describing how clinical trials, most developed in
pharmacotherapy research, must be carefully adapted for meaningfully assessing
consumer products. Olivier Ethgen and Olivier Bruyere discuss the field of “Epi-
demiological Product Assessment,” reviewing major epidemiological concepts and
methods employed to assess potential causal relationships between exposures and
the occurrences of diseases, injuries, or other adverse outcomes. Viviane Kovess-
Masfety reviews the “Individual and Population Risks.” The contribution begins
with a definition of risk in epidemiology. The consequences of the precautionary
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principle are presented and the author concludes on the importance of addressing
individual-level effects and mental health when evaluating and managing risks.
Kim Hye Kyung introduces key principles and theoretical frameworks of “Risk
Communication.” Given the highly interdisciplinary nature of risk communication,
practitioners should be able to understand the complex dynamics of risk commu-
nication from numerous vantage points, at both the individual and societal level.

The first contribution of part II (Perception of Product Risks and Benefits) on
“Comprehension of Products and Messages” by Christopher Cummings reviews
distinct historical approaches to understanding and investigating product and mes-
sage comprehension and the details of how comprehension has been conceptualized
and measured across disciplines. ‘“Perception of Product Risks” by Arnout Fischer
addresses the psychological mechanisms of risk perception. Specific product
dimensions trigger cognitive processes like dread and uncertainty that increase, or
reduce, risk perception. Stefan Cano and Thomas Salzberger discuss the method-
ological challenges of “Measuring Risk Perception,” psychometrically a most
complex concept. Salzberger and Cano then present “The Perception Risk Instru-
ment (PRI)” capturing the domains of Perceived Health Risk and Perceived Addic-
tion Risk and providing measures that are directly comparable across different
tobacco and nicotine-containing products and subpopulations. Gerrod Parrott
reviews “The Role of Emotions in Risk Perception.” The ways in which emotions
affect the perception of risk are grounded in a conception of emotion involving
appraisals, feelings, and the preparation of behavioral and cognitive action, con-
sidering biological, individual, and social levels of analysis. In “Rational Choice
and Bounded Rationality,” Ronald Goldsmith presents an overview of consumer
decision-making, emphasizing two major forces that frame consumer decisions,
namely, the goals humans strive to attain and the resources they have. In “Temporal
Discounting of Future Risks,” Chengyan Yue and Jingjing Wang discuss how
temporal discounting can lead consumers to choose smaller, more immediate
rewards over larger but more delayed ones. In the contribution on “Cognitive Styles
and Personality in Risk Perception,” Eric Ping Hung Li describes current concep-
tualizations of risk perception in consumer behavior research, providing a review of
the literature on personality traits, cognitive styles, risk perception, and cultural
dimension frameworks. In “Consumer Values and Product Perception,” Katrin
Horn explores the role of consumer values in the perception of product risks and
benefits.

The first contribution of part III (Consumer Behavior) on “Perception, Attitudes,
Intentions, Decision and Actual Behavior” by Arnout Fischer discusses how linear
models that assume a causal link from perception over attitude, intention, and
decisions to finally behavior have long dominated consumer behavior research,
examples being the theory of planned behavior, the technology acceptance model,
and the norm activation model. In the contribution on “Consumer Products and
Consumer Behavior,” Antony Davies argues that in many markets, consumers face
a choice problem in which the marginal costs of obtaining additional information
necessary to improve a purchase decision exceed the marginal benefits of the
improved decision. Consumer then often attempts to mitigate the lack of
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information through the use of heuristics. The contribution on “Consumer Resis-
tance” by Yany Gregoire and collaborators offers a review of consumer resistance.
Two facets are consumer anti-consumption and revenge. The contribution on
“Motivation” by Gregory Bonn shows that the scientific focus is often on cognitive
or conscious deliberation. “Marketing and Market Research” are discussed by
Burak Tunca, highlighting the contemporary developments that influence the cur-
rent thinking in these areas. “Consumer Behavior Research Methods,” authored by
Polymeros Chrysochou, distinguishes consumer behavior research methods based
on the type of data used. The contribution describes important qualitative and
quantitative methods, concluding with an evaluation of how to improve research
quality in the field. In the contribution on “Use, Misuse and Abuse” of consumer
products, the authors Michel Bourin and Abdeslam Chagroui argue that the
nonmedical use and abuse of medicines is a serious public health problem due to
a variety of adverse health effects and addiction risks. Qing Wang and Naina
Narain, in “Consumer Behavior in Special and Subpopulations,” provide an over-
view of research on consumer behavior in particular groups and summarize how the
netnography approach can be applied for communicating with special populations.

In the first contribution of part IV (Regulation and Responsibility) on “Regula-
tory Prospective for Medicinal Products,” Louis Morris argues that more obviously
than for other product types, the benefits of medical products are counterbalanced
by their risks, rendering adequate risk communication essential to assure that
people can weigh product risks and benefits to make informed decision. “Regula-
tions of Consumer Products,” by Zahra Meghani, outlines that consumer product
regulations in the USA, the European Union, and Japan vary significantly,
depending on the product category. In “Manufacturer Responsibilities,” Elizabeth
Goldsmith describes how manufacturers actually make products. It is their respon-
sibility to make consistent, technologically advanced, high-quality products useful
and safe for consumers and society, upholding ethics and industry standards and
protecting the environment. In “Consumer Responsibilities,” Sue McGregor argues
that there are no consumer rights without human rights and that we cannot be
responsible consumers unless we are responsible humans. The contribution on
“Society and Policy Maker’s Responsibilities” by Jennifer Kuzma focuses on the
responsibilities of the public sector in consumer-product governance. The contri-
bution on “Consumer Perception of Responsibility” by Sue McGregor is an inau-
gural attempt to conceptualize consumer perceptions of responsibility by
consumers. The author makes the case for the emergent but under-researched
phenomenon of consumers’ self-ascribed sense of social responsibility.

We hope that this book will stimulate the search for answers to the many
important and difficult questions on consumer perception of product risks and
benefits. This book would not have been possible without the support of many
people, in particular the authors. The latter have devoted a large amount of time and
effort to contribute to this edition. We therefore express our gratitude to all authors
and are glad to say that for us the many interactions and discussions have been a
most pleasurable and instructive experience. Being collaborators for Research &
Development within Philip Morris Products S.A (part of Philip Morris International
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group of companies) in Switzerland, we are grateful that our employer has provided
us generously with the liberty to devote part of our time to this edition. This book is
sponsored by Philip Morris International (PMI). The authors received an honorar-
ium for contributing to this edition. The contributions reflect the views of the
individual authors and not necessarily those of PMI or the editors.

Neuchatel, Switzerland Gerard Emilien
October 2016 Rolf Weitkunat
Frank Liidicke
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Types of Consumer Products

Ilene B. Zackowitz, Michael J. Vredenburgh, Meriel Bench,
and Alison G. Vredenburgh

1 Characteristics of Consumers and Products

This introductory contribution considers the extensive range of consumers, con-
sumer products and the categories within which they can be considered. Consumer
products are those, which are used by the customer for personal consumption or for
household use. No longer does the simple paradigm of storefronts and tangible
products dominate today’s consumer marketplace. Instead, intangibles, like digital
goods, are becoming more common consumer products. Whether the item is baby
food, a cosmetic like lipstick, or even a cosmetic for a character in a video game,
there is one underlying similarity: they are purchased. This contribution describes
how consumer factors, such as age, education and socio-economic status influence
purchase decisions and examines both the obvious and not so obvious categories of
products available to global consumers. Marketing considerations discussed
include customer buying behavior, distribution and effective promotional efforts
for the different categories of products.

1.1 What Is a Consumer?

A consumer is a person who pays to consume the goods and services produced by a
seller (Boundless 2016). A Consumer does not purchase items for use in
manufacturing or for resale. They make the decision about whether to purchase
an item and are personally influenced by marketing and advertisement campaigns.
Consumers participate in a global marketplace through purchasing goods. Outside
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of a few personally independent subsistence farmers, all human societies use
products, whether they are tribe members in New Guinea or executives in Beijing.
Even some of the most remote regions of the world participate in global consum-
erism; for example, the Inuit people of Canada have replaced many of their dog
sleds with factory-produced snowmobiles (Muse 2009). Starting from the begin-
ning of mankind, we as a people have innovated, created, and developed visionary
items that now play crucial roles in our daily lives. When developing a product for
consumer use, it is important to consider the diverse characteristics of the potential
user population, user interface, and the environment in which products are antici-
pated to be used.

While we are all consumers, there are many important categorizations to con-
sider. While some products are only intended for a very small subset of consumers,
other products are almost universal. Factors such as age, socio-economic status
(SES), education, language, disability, and gender are demographic characteristics
and attributes that best determine which product types will meet their individual
needs as consumers.

Age plays an important role when it comes to product selection. For example,
seniors are more likely to require health care products than younger people. Popular
adolescent products include skateboards, clothing, and cellphones and their appli-
cations (apps). Products for infants are purchased and used by parents and care-
takers, while products marketed to preschoolers are often tailored towards
creativity or learning. For each age group, designers must consider how products
can affect their users. For example, infant products are made to be safe to touch and
ingest. Items made for older adults may enhance safety and aid in activities of daily
living, such as hearing aids, reading glasses, and shopping carts.

Socio-economic status (SES) not only influences the types of products people
can purchase, but also what products they are exposed to through peers, colleagues,
travel and work. Wealth has played a critical role in global consumerism since early
trade. Product designers consider SES when targeting market segments to buy their
product. For example, the grocery store “Food for Less” locates its outlets in low
SES regions across the United States while Whole Foods Markets are in locations
where there are wealthier consumers. People with lower SES are more likely to play
the lottery and purchase more processed foods. On the other hand, wineries often
target affluent communities.

The education level of consumers affects income and as a result, the types of
products that are preferred. People with less education may be more influenced by
short term costs, and give quality lower priority in product selection. People with
more education have different expectations about products, experiences and user
environments. More educated individuals may be more likely to purchase educa-
tional books, magazines, and other learning devices. In a broader sense, more
education is often correlated with wealth, which in turn affects purchase decisions.

There are approximately 6909 distinct languages spoken worldwide (Anderson
2010) and almost 200 countries (World Atlas 2015) inhabit our seven continents.
Even with such a demographically rich population, we all require the same basic
products. It is interesting to consider how goods around the world are translated
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through many different cultures and ways of life. For example, language becomes
important when addressing product safety. Literacy affects whether consumers can
read and understand instructions and warnings. This can become a major issue
when it comes to prescriptions and over-the-counter medications, as well as other
potentially hazardous products such as cleaners and electric tools.

People with disabilities require specialized products to increase the accessibility
of environments and products. Individuals with cognitive deficits such as autism,
Down syndrome and brain damage may benefit from technology products. For
example, there are apps that help people with language impairment to speak. There
are many products for people with physical limitations including wheelchairs, and
other mobility devices, prosthetics, grabbing and reaching devices, bathing aids,
remote controls and visual alarms.

1.2 What Is a Consumer Product?

What do an iPhone, a baby stroller, and a table saw have in common? They are all
physical objects that can be held, broken and generally have a resale value. They
must be manufactured, and transported to consumers. The economic principles of
supply and demand are largely applicable to any of these goods. Whether a product
is this book you are reading or the shirt on your back, a global economy flourishes
with eclectic sourcing. While the details of your shirt’s construction may differ, the
same principle generally applies: the shirt’s cotton may be from Egypt, its dyes
from India, and it may be assembled in Vietnam. Clearly, manufacturing both
simple and more sophisticated products can involve many parts of the world.
Table 1 is an overview of the categories of consumer products that are discussed
in detail within the contribution.

1.2.1 Variety of Products

There is a difference between mass, special interest and tailored products. For
example, computer binary representations of a song differ drastically from a pet
Dalmatian, yet both the dog and digital media are considered consumer goods. A
hundred years ago, classifying products was simpler; now intangible goods, such as
computer data or a service agreement, diverge greatly from many traditional
products. The very fabric of “supply and demand” is unraveled with a nearly infinite
supply of digital goods. Thus, we must adopt a broad approach to understanding
consumer products, due to their diverse nature. Though intangible products
(i.e. service agreements, insurance policies, etc.) existed a century ago, they were
slow and costly to draft. These intangible goods of the last century still behaved like
tangible goods regarding supply and demand, as the documents were limited in
supply. In contrast, downloading a media file often costs less than a cent of
electricity. Thus, creating copies of a computer file, and therefore supply of that
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good, is nearly free, and can model the quantity of many digital goods by assuming
infinite supply.

Eating is a biological imperative so almost all consumers purchase at least some
food. As every person reading this book has consumed food, cuisine is used to
differentiate different product categories. Rice is a food that is regularly purchased
by most people of the world. Staple foods, such as rice, are examples of products
with mass appeal, which tend to be competitively priced and are sold in large
volumes relative to special interest or tailored products. Consequently, the largest
sectors of the food production market are dedicated to the production of staple
foods. Truffles and saffron, on the other hand, are luxury foods that are sold much
less frequently, are difficult to acquire, and are purchased by a much smaller subset
of consumers. Luxury foods are one type of special-interest products, but food does
not need to be a luxury to be special-interest. Niche foods (i.e. kosher or halal foods,
gluten free, mock meat for vegan diets) are not widely consumed, but are not
necessarily expensive. Consequently, niche foods are also a subset of special-
interest products.

There are several categories of products that are discussed in this contribution:
Convenience products are designed to save consumers’ time; staple products do not
require much customer effort or forethought and have mass appeal; comparison
shopping products require thought and deliberation; luxury and specialty products
require significant thought or effort and may be tailored to the consumer; reaction-
ary and emergency products are items that customers are not aware of or do not
think about until they need them; intangible products such as digital goods and
services; non-consumer, industrial products; and self-service and do-it-yourself
consumer choices.

2 Convenience Products

A convenience product is a product that consumers purchase with little planning, is
routinely purchased and appeals to a large target market, and the consumer pur-
chases it with little planning (Lombardo 2015). Such products typically appeal to a
large market segment (Product Decisions Tutorial 2015a). Consumers’ purchasing
considerations differ depending on how much thoughtfulness played a role in
buying. Spontaneously adding a pack of gum to a purchase at the check-out line
is an example of a convenience product. The consumer uses little forethought or
comparison to alternatives and these products are widely available at outlets such as
gas stations, supermarkets and corner stores.
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2.1 Products to Save Consumer’s Time

There are millions of products currently on the market that are designed to save
consumer’s time. Consumers often use convenience products with the justification
that time is money. The necessity to decrease time spent on essential daily activ-
ities, such as cooking, cleaning and running errands applies to most consumers, and
products designed specifically for those purposes increasingly meet this need.

In order to understand this movement towards convenience, we can recall the
classic American lifestyle as portrayed in the media of the 1950s as an example. In
that era, women were typically stay-at-home mothers, who had time to cook, clean,
and care for children as their primary responsibility. Clearly, that style of running a
household is outdated with the majority of women worldwide now participating in
the workforce (United Nations 2010), which reduces the time they have to manage
household tasks. The development of prepared foods stemmed from the need to
reduce food preparation time. One interesting note is that product developers
actually had to scale back their efforts to economize all cooking, especially for
baked goods. Women still felt the need to contribute at least some amount of effort
to baking goods, rather than just mixing powder and water that results in brownies
or a cake. They felt they needed the process of baking to remain intact, while
reducing the preparation time, which is why most baking mixes require adding eggs
or oil, yet still much more convenient than baking from scratch (Shapiro 2004).

Disposable travel goods are a convenience product and are the result of different
circumstantial influences. Most travelers do not have the luggage space for full-
sized toiletries, especially for short trips. Airline restrictions severely limit the
amount of liquids that individuals are allowed to bring in their carry-on bag. Widely
available disposable travel goods provide a solution to both of these issues. Air-
ports, convenience stores, and grocery stores stock these, providing consumers with
a quick and easy way to accomplish their hygiene needs while traveling.

Smart phone applications (apps) are another product that many may consider
convenience products but do not comport with the typical description (purchased
often), since apps are generally purchased only once. Those who make use of smart
phone apps would be the first to agree that convenience these products provide is
life enhancing. Various apps are available to make numerous tasks more conve-
nient; for example, users can quickly and conveniently complete tasks that used to
be time-consuming such as banking. Consumers can use apps to quickly and
conveniently perform many tasks from their cell phones like staying current on
news, doing research, translating languages, monitoring fitness, connecting with
friends, and reading books and magazines.

These technologies are slowly replacing various consumer products. Although
print and paper magazines and newspapers are still being produced, movement
towards a fully technological world is occurring. Garnering information about the
world has never been easier, and is instantaneous for many consumers. Another
enormous draw to these apps is that they are usually free or priced low, sometimes
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eliminating the cost of subscriptions and decreasing the amount of paper waste as a
byproduct.

2.2 Widely Available and Inexpensive

In order for convenience products to reach their target market, they must have
widespread availability. These products include many household items that can be
purchased from a wide variety of retail outlets including department stores, super-
markets, convenience stores, drug stores, warehouse clubs, discount stores and even
vending machines. Consumers typically have sufficient knowledge about the con-
venience products they wish to purchase such that there is little need for research or
comparison-shopping. Therefore, convenience products do not require complicated
information-based ads; promotions are focused on value and reminding the con-
sumer the product is available (Lombardo 2015).

Because of the high manufacturing volume of convenience products such as
food, personal care and cleaning products, pricing per item tends to be relatively
low. Consumers often see little value in shopping around for these items since
additional effort yields minimal savings (Product Decisions Tutorial 2015a). There-
fore, consumers do not need to spend a lot of time contemplating such purchases
and comparing similar items. Examples of widely available convenience products
include disposable diapers, fast food and toilet paper.

Although convenience products typically do not require comparison-shopping,
these items often exhibit brand loyalty by their consumers (Lombardo 2015). For
example, if consumers crave a drink and snack, they can acquire these items at
virtually any convenience store. Most consumers demonstrate brand loyalty
because they have a favorite kind of soft drink and snack chip. There will always
be a market for convenience products, because people have the need to divert their
energy into activities that matter to them more than everyday perfunctory rituals
like cleaning, personal hygiene and food preparation.

3 Staple Products

There are some products that do not require much customer effort or forethought
and are used by virtually every type of household. Products purchased regularly and
out of necessity are considered staple goods. Like convenience products, these
items have lower profit margins and because they are generally priced low, rarely
go on sale (Hudson 2015). These products are usually restocked as they run out
since they are viewed as necessary. Therefore, demand for staple goods rarely
changes even when the price changes.

Food is an important category of staple products. There are more than 50,000
edible plants in the world, but just 15 of them provide 90% of the world’s energy
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intake. Rice, corn and wheat make up two-thirds of this. Other staple foods include
millet, tubers and dairy products (Dunn 1993). Food staples traditionally depend on
what plants are native to a region. However, with improvements in agriculture, food
storage and transportation, some food staples are changing. For example, in the
South Pacific Islands, tubers such as taro are a traditional food staple whose
consumption has fallen while consumption of cereal grains not native to the islands
has increased by about 40% (Dunn 1993).

Staple goods differ depending on where the consumer lives. While most Amer-
icans stocking their households consider milk, eggs and bread to be staples, other
countries consider rice and corn to be necessary food staples. Whether people live
in China, the United States or a country in South America, they will probably use
toilet paper and eat some form of rice. Not a lot of thought will typically go into the
decision of whether to buy these products and selection is based on availability,
price, or feature (such as brown, white, or jasmine rice, etc.).

Other products are not quite staples, but have mass appeal. They have more
variation in product types than staple goods. Examples include flatware, dishes,
pens, bed linens, off the rack clothing and other household items. Some of these
items also have luxury versions. For example, kitchen knives are found in virtually
every household (see Fig. 1) and in a wide variety of stores. However, there are also
high-end specialty knives for professional chefs as discussed below.

Fig. 1 Some products are
used by virtually all
households, such as kitchen
knives (Photo by Alison
Vredenburgh)
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4 Comparison Shopping Products

The next two categories, comparison shopping products and luxury goods, include
products that require consideration and comparison. These are products consumers
purchase less frequently than convenience and staple products. Shoppers are willing
to spend more time selecting these items that are generally more expensive (Product
Decisions Tutorial 2015a). Comparison-shopping products may also possess addi-
tional psychological benefits to the purchaser, such as raising their perceived status
within the social group. Since shoppers are willing to expend time and energy to
locate these products, the target market is much smaller than that of convenience
goods. Consequently, marketers are typically more selective when choosing distri-
bution outlets to sell these products (Product Decisions Tutorial 2015a). Examples
of comparison-shopping products include many clothing brands, electronics and
household furniture.

4.1 Products that Require Comparison and Deliberation

When products are more expensive or have a variety of potential features, people
may put more thought and deliberation into their purchase. For example, when
buying a new refrigerator, consumers may deliberate about the desired size,
whether they want the freezer on the top bottom or side, whether they want an
icemaker in the door, the energy use, and the finish. Similarly, mattresses can be
very expensive and come in a variety of sizes, levels of firmness and type of
construction such that consumers will physically compare the comfort level each
provides before making a purchase. When purchasing a laptop, analysis may
include the size, storage, operating system, comfort of keyboard, and compatibility
with other electronics (see Fig. 2). Other examples of such products include
bicycles and automobiles. Consequently, shopping products can be categorized
into two groups: homogenous and heterogeneous.

4.2 Homogeneous and Heterogeneous Shopping Products

Homogeneous products are perceived by consumers to be very similar in nature; the
final purchase is usually determined by the lowest price. Oftentimes these products
cannot be distinguished from competing products from another supplier (Michael
2015). When shopping for a homogeneous product, all versions of the product serve
the same purpose and consumers are unlikely to care which is available. Fruits and
vegetables are prime examples of homogeneous substances: many suppliers offer
fruits and vegetables for sale, but regardless of supplier, all brands offer the same
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Fig. 2 When purchasing a laptop size, storage, and compatibility are important considerations
(Photo by Alison Vredenburgh)

end-product. Most homogeneous products are very similar in physical composition,
as well as quality, and the only real difference among suppliers is price.

In contrast to homogeneous products, heterogeneous products are items that
cannot be easily substituted or replaced by others. Heterogeneous products have
distinct features that make them unique to certain brands and suppliers (Michael
2015). These items might vary in physical appearance, as well as quality and price.
Heterogeneous products are often designed to attract different segments of the
population, and cater to people of varying geographical locations and socioeco-
nomic status. Books and magazines are examples of heterogeneous products, as are
electronic goods, such as computers. For example, it is not easy to substitute a PC
for a Mac since the computer platforms are different (Grimsley 2015a).

S Luxury and Specialty Products

Generally, consumers put the most thought into purchasing luxury goods (i.e. a
sports car) and specialty products (such as sporting gear) than into staple and
convenience goods (i.e. a bag of rice or cleaning supplies), and they are much
more selective when purchasing these products. Unlike comparison shopping
products, oftentimes, consumers know in advance what brand, make or model
they prefer and so do not need to spend time researching their options. Target
markets for luxury products are generally very small and retailers selling such
products are often considered exclusive (Product Decisions Tutorial 2015a). Spe-
cialty products are goods that would be of interest to a specific population with
specific interests. Unlike luxury products, specialty products are not necessarily
expensive, but they fail to appeal to a large segment of the population.
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5.1 Special Interest Products

While most luxury goods have a non-luxury counterpart, what distinguishes these
products is the significant thought, effort, or money required in these purchase
decisions. Advertising or sales presentation is of the utmost importance, as there is
generally more anticipation and consideration before purchase. Even though luxury
products tend to be more expensive up front, many tend to have good perceived
value. Luxury chocolates’ high price often reflects the high quality ingredients and
manufacturing, whereas an electric Tesla car can have value placed on its low
operating cost, craftsmanship, and performance. Regularly, luxury goods find
commercial success by providing the best value to dollar, even when the absolute
price is higher. While commercial products are generally not considered “luxury,”
they help demonstrate the same value proposition. For example, a commercial
blender will be overbuilt with the intention of providing a relatively large number
of operation hours. Whereas, a less expensive home blender is made with cheaper
plastic components, and will last significantly few hours before it fails. Conse-
quently, industrial kitchen supplies and kitchen luxury goods have overlap, as both
product types are optimized towards perceived value.

Special interest products are sought by a limited target market and thus do not
have mass appeal. Specialty sporting equipment, such as SCUBA gear, would be
considered a special interest product since only the approximately 1.2 million
SCUBA divers worldwide (Thrackrey 2015) would consider purchasing the neces-
sary gear including dive computers, tanks, regulators, buoyancy compensators and
weight belts. Other sporting and recreation equipment would be classified as special
interest products such as surf and cycling gear.

The wide array of specialty products available in some markets can be quite
surprising. Many people have pets and buy specialty products for their animals. Just
like people, pets require healthcare and food. Most people with vet bills understand
how expensive maintaining a pet’s health can be. Veterinarians use many products
similar to doctors, but there are differences to consider as well. Vets use harnesses,
special leash racks, dog carrier pads for ultrasounds, cages, and even puppy printed
gauze for wounds. Moreover, consumers may purchase specialty pet products such
as clothing, toys, costumes and even safety gear (see Fig. 3).

It is sometimes difficult to determine if some specialty products are about the pet
or the owner. An example of this is pet treats that are produced to look like bacon or
with grill marks, characteristics that are appealing to the human purchaser and
likely irrelevant to the pet.

Some products can be classified into more than one category. Above, we
discussed kitchen knives as having mass appeal and being an item that could be
found in most, if not all homes. However, there are professional chef’s knives that
would be classified as a special interest product. Knives have many different
materials and components, many of which would be of little interest to the average
cook. However, to professional and some domestic chefs, the different components
are an important consideration.
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Fig. 3 Consumers
purchase many specialty pet
products like costumes and
safety gear (Photo by Ilene
Zackowitz)

5.2 Products Tailored to the Consumer

Custom products are made to the consumer’s exact specifications. A wide range of
products can be tailored to the consumer, such as a custom frame for a work of art
and a personally tailored suit. Custom products tend to require much more time and
labor than their mass-produced counterparts and so, consequently, tend to come at a
premium. The relatively high price often reduces the subset of consumers interested
in buying the more expensive custom product. Thus, consumers that seek a custom
product are more likely to employ comparison-shopping and give serious consid-
eration to the content of the customization. Jewelry is one product category that is
frequently tailored to the consumer. For example, wedding bands are often spe-
cially designed for the couple. The rings depicted in Fig. 4 are customized with the
spouses’ fingerprints on one another’s rings.

Luxury cars are another product category that can be tailored to the consumer.
For example, car buyers can order cars to their exact specifications, including,
exterior and interior color, built-in GPS and tech interface systems, back-up
cameras, self-parking systems, sound and video options, heated seats and steering
wheel, special wheels and high-end trim packages; all available to consumers who
are willing to pay a premium for their preferences.
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Fig. 4 Wedding bands can be customized with the spouses’ fingerprints (Photos by Ilene
Zackowitz)

6 Reactionary Products: Unsought and Emergency Goods

Not all consumer product purchases are intended; they are purchased out of
obligation, necessity or persuasion. Unsought goods are products whose purchase
is unplanned by the consumer but occurs as a result of a marketer’s actions.
Purchase decisions are made when the customer is exposed to persuasive promo-
tional activity, such as an effective salesperson or incentives like special discounts
(Product Decisions Tutorial 2015a). A high degree of marketing is often necessary
since consumers may be unaware of the product or have no desire to purchase it
(Grimsley 2015b). Examples of unsought goods include life insurance and items
sold door-to-door, such as magazine subscriptions and Girl Scout cookies.
Emergency goods are a category of products that customers purchase due to
sudden events and which often involve little pre-purchase planning; they are
purchased in response to the unexpected (Product Decisions Tutorial 2015a). For
example, drain cleaner is commonly purchased in response to a clogged drain.
These products are generally acquired quickly; forethought and anticipation are not
applicable to these purchases, since they are purchased to remedy a specific event.
An unexpected death can cause those responsible for the funeral to be influenced
by emotion. Consequently, some will take the path of least resistance and purchase
the most readily available coffin, even if a purchase of that size would normally
warrant more comparison-shopping. While it is easy to empathize with these
individuals, their hasty coffin purchase reflects emotion and fatigue when the
buyer does not have the luxury of making a more calculated purchase. Luckily,
many other reactionary products are not so morbid; cold medicine has a similar time
sensitivity factor. Many consumers wait until they have a cold before reacting to it
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Fig. 5 When selecting cold
medicine, patience and
discernment of the
consumer can be
compromised by their
ailment (Photo by Alison
Vredenburgh)

by purchasing cold medicine, a time when their patience and selectivity can be
compromised due to their ailment (see Fig. 5).

7 Intangibles and Services

Intangible products include all goods sold to customers that cannot be seen,
touched, smelled or otherwise handled by the consumer. Examples of intangible
products include insurance, tax preparation, cell phone service and transportation
services. A service is an action that a person does for someone else such as haircuts,
medical check-ups, mail delivery, car repair, and teaching.

Some consumer products have both tangible and service components. Goods are
normally structural and can be transferred in an instant while services are delivered
over a period of time; goods can be returned, while a service, once delivered,
cannot. You may purchase a new air conditioning system along with a service
contract. The air conditioning hardware is considered a good while future repair and
maintenance work that will be done to the system is a service.
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7.1 Digital Goods

Intangible goods, such as a downloaded song, have nearly infinite supply, as the
costs to download and distribute the song are negligible. Unbounded supply is
turning many technology companies on their heads. While the dust in the wild west
of the tech boom is starting to settle, novel and seemingly backward business
models are proving the most successful. Video games have overtaken film to
become one of the most profitable forms of media with a global video game market
valued at over $93 billion USD (van der Meulen 2014). Riot Games made approx-
imately $1.3 billion USD by only selling cosmetic items to characters in their
otherwise free-to-play game. Tech giant Google helped pioneer “free” services to
consumers as an extremely successful business model. Google’s profits came from
selling advertisement space, as well as selling mined user data. This free-to-
consumer business model seems to be unique to digital goods and services, largely
resulting from the relatively low cost to provide a mass digital product or service.

While the line between software and service is hard to define, it becomes even
more muddled when considering the SaaS (Software as a Service) business model,
which is also emerging as a successful model. SaaS allows software to be displayed
on a consumer’s device, but the actual computation is being done remotely via
servers. Customers will often pay for a subscription to the service. Though, from the
consumer’s perspective, the SaaS software may act and function more like tradi-
tionally purchased and installed software. This network-based model has some
unique advantages that give it an edge for some applications. For example, the
data associated with the product can be accessed by a wide variety of devices that
can be transported anywhere there is a network connection. Free-to-play games,
such as the above example, tend to follow the SaaS model. Players of the game can
use their same account from nearly any computer with an internet connection.

Digital goods are far more diverse than just software or apps. Digital media has
begun to replace most forms of media. Whether it is a digital song, or the digital
schematics to 3D print, there is an initial cost to record or create the file, but
distribution and replication are often negligible costs. 3D printing is poised to
bring many of the benefits of digital replication to tangible items. Already, large
libraries of items to fabricate are freely available (thinigiverse.com). If these
printers were to be as similarly distributed as household document printers, many
companies and products may become obsolete. Obsolescence is a common phe-
nomenon that ripples behind technological ingenuity. For example, pagers are small
digital devices that could send a user a short message, wirelessly. Even though their
adoption became large scale, they became obsolete with the popularity and wide
spread availability of cell phones.
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7.2 Services

Something is considered a service when consumers obtain it through the labor of
others (Product Decisions Tutorial 2015b). Services can result in the creation of a
tangible good (a photographer sells photographic prints or an album at the end of
the job) but the main item being purchased is the service itself. Unlike tangible
goods, services are not stored and are only available at the time of use. Many
products have both a goods and services aspect.

Medical care is an example of a service that may have some tangible compo-
nents but the main product being purchased is the care itself. For example, optom-
etrists may sell glasses, but their main function is to provide eye examinations.
Restaurants are another type of business that provide both a physical good (pre-
pared food) as well as service in the form of ambiance and the physical aspects of
being served food. Hair stylists also provide intangible services, while the salon
may sell hair care products. Massage therapists provide principally an intangible
service to their customers (see Fig. 6).

8 Industrial Products Available to Consumers

With the popularity of home improvement stores, products previously considered to
be industrial are now often available to consumers. At times complications may
arise when consumers use products traditionally designed for industrial use. When
these products are used in employment-related endeavors, employers have the

Fig. 6 Massage therapists
provide an intangible
service to customers (Photo
by Ilene Zackowitz)
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responsibility to train employees in their proper and safe use to ensure employees
and customers are not injured. The training component is missing when the lay
consumer uses such products. Industrial products that are available to consumers
for purchase and rent include ladders, mowers, paint stripper chemicals, solvents,
power tools, generators and compressors.

With more home-based businesses and do-it-yourselfers, the line delineating
what constitutes a product for professionals is becoming blurred. For example, if a
person decides to build a 3D printer, and use that printer to start a small business,
than the printer is both being used as a do-it-yourself project as well as in a
professional capacity. The parts and tools to build the printer would be purchased
from consumer venders, like any other consumer product. But, because the printer
is now part of a small business, the printer’s related parts and tools can also be seen
as industrial products. The duality of being both an industrial product and consumer
product only exists for small businesses and lay people who choose to do certain
tasks themselves. Larger businesses tend to purchase from business to business
venders. Thus, both small businesses and lay people rely on consumer products.

9 Self-Service and the Do-It-Yourself Economy

In decades past, gas station attendants pumped your gas, sales people measured
your feet when buying new shoes and you always had to wait in line for the grocery
clerk to ring up and bag your groceries. Not so in today’s growing do-it-yourself
industry (Consumer Reports 2014). You can now bank without a teller, buy
groceries without a cashier and in some restaurants, even order and pay for a
meal without ever speaking to a server. The rapid expansion of self-service options
can be credited to the inexpensive and improved technologies that are readily
embraced by younger generations who are comfortable interacting with
touchscreens. Another branch of the self-service economy, do-it-yourself, known
as DIY, is an increasingly popular consumer behavior. DIY involves building,
modifying, or repairing something without the direct assistance of experts or pro-
fessionals. DIY involves behaviors where individuals engage raw and semi-raw
materials and component parts to produce, transform, or reconstruct material
possessions (Wolf and McQuitty 2011).

A distinction that can be made between self-service and DIY is that speed and
convenience are at the heart of the move toward self-service (Consumer Reports
2014) whereas there is typically nothing convenient about most DIY projects (Wolf
and McQuitty 2011). Unlike self-service banking and gas stations, DIY home
remodeling (Fig. 7) and appliance installation are typically labor intensive and
inconvenient.

Both the DIY and self-service consumer markets are growing steadily. In 2013,
the value of the global DIY market was approximately $31.9 billion US and is
forecasted to reach $43.7 billion US by 2018 (Statista 2015). Similarly, new
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Fig. 7 Many people prefer
to do construction projects

themselves (Photo by Ilene
Zackowitz)

technologies will lead to more self-service options that will become increasingly
effortless. For example, once the price of radio-frequency-identification (RFID)
technology drops, tracking tags now used for high-end items can be incorporated
into low-cost items such as groceries. When that occurs, the self-checkout process
may become obsolete, because customers could complete the process by wheeling
their carts nonstop through a barrier that automatically totals all of the items and
bills them electronically (Consumer Reports 2014). In the increasingly advanced
technological landscape of today’s consumer markets, we can expect to see
advances in both the development of products designed to simplify consumers’
lives as well as the ease at which consumers can purchase goods. The advancement
of consumer products and how they reach the buyer will be an interesting journey to
witness.


http://www.consumerreports.org/cro/news/2014/07/8-ways-to-keep-rising-food-prices-from-eating-into-your-budge/index.htm
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Risks of Consumer Products

John Kozup

1 Consumer Risk

Consumers face a number of risks throughout the course of their daily lives. For
example, a quick glance at a recent report released by the Center for Disease
Control identifying the leading causes of death in the United States highlights the
many health risks faced by consumers. The leading cause of death is heart disease,
followed by cancer, chronic lower respiratory diseases and of particular import to
this contribution, accidents, or unintentional injuries, which can have a variety of
causes (including those emanating from consumer product risk). There are, of
course, numerous types of accidents that can cause serious injury and death—
many directly tied to the use (or misuse) of a product. For example, over 30,000
people are typically killed in car accidents each year. Additionally, there are many
other types of accidents associated with product use that range from the unsurpris-
ing (e.g., ladders, All-Terrain-Vehicles) to the tragic (e.g., toys). Yet health risk is
only one type of risk faced by consumers. There are monetary risks, functional
risks, social risks, and psychological risks associated with product purchase and use
that consumers must consider.

Taking a historic perspective on consumer risk, Bauer (1960) proposed that
consumer behavior could be viewed as an instance of risk taking. Subsequently this
notion of risk has been incorporated into a number of consumer behavior theories
(e.g., Engel et al. 1973; Howard and Sheth 1969). Bauer argued that, “Consumer
behavior involves risk in the sense that any action of a consumer will produce
consequences which he cannot anticipate with anything approximating certainty,
and some of which at least are likely to be unpleasant” (1960, p. 24). This is
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because, as others have noted, the central problem of consumer behavior is choice
(Taylor 1974).

Taylor (1974) noted that when consumers are in the processes of deciding among
products, two types of risk are apparent. First there is uncertainty about the
outcome. Second, there is uncertainty about the consequences that are associated
with product use. Risk can be viewed as a loss or as one’s expectation of loss that is
associated with an exchange. Interestingly this loss can be considered in psycho-
social terms or in functional/economic terms. Under some conditions, the consumer
may experience both types of loss. Stone and Winter (1985) extend this early
discussion of the concept of risk to a broader context. They note that according to
Bauer’s (1960) original conceptualization of risk, consumer researchers focused on
two aspects of risk—objective risk and perceived risk. Objective risk refers to
specific risks that are quantifiable such as morbidity and mortality measures. For
example, consumers engaging in risky surgical procedures, smoking cigarettes,
eating raw meat or skydiving subject themselves to real objective risk. Perceived
risk is a psychological construct, also quantifiable and inherent in consumer product
evaluations and decisions. Some researchers, such as Stone and Winter (1985)
argue that the distinction between objective and perceived risk is meaningless.
More specifically, they state, “During information processing, concepts are not only
dealt with to the degree perceived, but also most probably only ‘exist’ to this
degree, as well. . .this holds true not only for positive valued concepts such as
price, beauty, power, and believability, but also for the negatively valued concept
of risk” (p. 12). In other words, they argue that the distinction between perceived
risk and objective, or real world risk, is meaningless. For example consider psy-
chological risk, social risk, or time risk. To imagine a legitimate, real world aspect
of time risk is challenging. Stone and Winter (1985) ask, “could someone conceive
of an ‘objective’ time risk? This hardly seems possible” (p. 3). The same holds true
for social and psychological risk, for it would not seem reasonable for consumers to
conceive of some “real world” psychological risk that exists beyond that which
would be perceived” (p. 3). The most important consideration is to view risk from
the perspective of the consumer. That is, when considering product risk, risk should
represent the importance of the consequences associated with the use of the
product, not the importance of the product to the consumer.

Bettman (1973) developed a model of the components of risk. He differentiated
between inherent risk and handled risk. Inherent risk refers to the latent risk a
product class holds for a consumer. That is, it is the “innate degree” of conflict the
product class is able to arouse. On the other hand, handled risk is the amount of
conflict the product class is able to arouse when the buyer chooses a brand from a
product class in his usual buying situation. “That is, handled risk to a first approx-
imation represents the end results of the action of information and risk reduction
processes on inherent risk” (Bettman 1973, p. 184). Bettman uses the product class
of aspirin to demonstrate the difference. “For example, a consumer may feel there is
a great deal of risk associated with the product class aspirin. However, she has a
favorite brand which she buys with confidence. In such a case, inherent risk is high,
but handled risk may be low for aspirin” (p. 184).
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Cunningham (1964, 1966, 1967a, b, c) measured the uncertainty and danger
(consequences) consumers considered in different product categories. He was
concerned with two issues uncertainty (i.e. would an untried brand work as well)
and consequences (i.e., how much danger would the consumer experience trying a
new brand).

Early conceptualizations of risk in the literature include Cox (1967). He pro-
posed the risk associated with product purchase is related to “financial” or” social-
psychological” risk. Woodside (1968) considered risk along the following three
dimensions: ‘“social”, “functional” and “economic”; then (1971) indicated that
consumer risk includes time loss, hazard loss, ego loss and money loss. Jacoby
and Kaplan (1972) reinforced the concept of financial risk and added physical risk,
and thus proposed the following five types of risks: financial risk; functional or
performance risk; physical or health risk; psychological risk; and social risk.

To summarize the types of risks faced by consumers, a segmentation analysis
combined with a purchase typology is warranted. The first type of risk, monetary
risk is evidenced most acutely in consumers with little income, discretionary money
or property. From a purchase typology standpoint, high-ticket items requiring
significant expenditures are most susceptible to monetary risk. Common examples
of monetary or financial risk include: credit risk, foreign exchange risk and interest
rate risk. Practical consumers are most susceptible to the second form of risk,
functional risk, which is defined as performance-related risk. If alternative means
of performing the function are available, risk is enhanced both from a purchase and
use standpoint. For example, technological products (e.g. cellphones, computers)
and automobiles present functional risk for consumers. Health risk, while amenable
to the entire population, is particularly salient to those vulnerable populations such
as the elderly, frail or in ill health. Food and drug purchases are the most sensitive to
health risk along with mechanical, electrical or chemical goods. Social risk arises
from threats to self-esteem and self-confidence. Consumers lacking in such traits
are most susceptible to social risk. Symbolic goods (e.g. clothing, jewelry, cars,
homes) are most vulnerable to purchase-related social risk. Lastly, psychological
risk cuts through a broad swath of traits including affiliations and status concern.
Consumers lacking such traits are most sensitive. Purchase-related psychological
risk is highest among personal luxury categories.

2 Risks to the Environment and Society

Sustainability Concerns and Stakeholder Response

Environmental risk and sustainability continues to be an issue of considerable
interest to manufacturers, non-profit organizations, government agencies, and con-
sumers. It is becoming increasingly evident that current patterns of consumption are
not sustainable in the long-term; the world’s natural resources are being rapidly
depleted while environmental risks are pervasive. This is especially true with
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respect to the United States. Although only accounting for 4.6% of the world’s
population, the United States consumes over 33% of the world’s resources
(EarthTrends 2007).

Environmental risk has been identified as a component of sustainable policy for
decades. In 1987 the United States World Commission on the Environment and
Development defined sustainability as, “Meeting the needs of the present without
compromising the needs of future generations”. The triple bottom line of sustain-
ability (e.g. good for business/good for the environment/good for society) has
become a benchmark norm for corporate, governmental and consumer organiza-
tions. Through the adoption of best practices there is an emerging opportunity for
manufacturers to secure an integral role in driving the consumer demand for
sustainable business practices, integrating CSR and sustainability into the consumer
perception of value, promoting the visibility of triple bottom line efforts and thus
mitigating consumer product risks. Environmental risk became a salient consumer
characteristic with the Exxon Valdez oil spill and manufacturers and marketers
subsequent response to said consumer concerns (Mayer et al. 2001).

Several key findings from the academic literature illuminate the concept of
sustainability as it relates to product risk. First, many consumers have difficulty
when asked to describe the concept of product sustainability (Dobson 2000;
Sonneveld et al. 2005). Second, if a product’s environmental risk is considered at
all during evaluative and choice processes, it is generally not the primary attribute
that influences consumers’ product evaluations (e.g., Sammer and Wiistenhagen
2006; Vermeir and Verbeke 2006). For example, when purchasing food products,
taste, price, and convenience are important considerations (Glanz et al. 1998).
Similarly, safety, performance, and style are key product features when consumers
evaluate automobiles (Roberts and Urban 1988). However, sustainability and
environmental risk play a key role in certain consumer evaluative processes. For
example, within the household cleaners and laundry detergent product categories,
product risk and sustainability are of greater consumer concern (Schuhwerk and
Lefkoff-Hagius 1995). Also consumers have indicated willingness to give up
convenience for environmentally safer products or packaging (Hume and Strnad
1989). Consumers’ willingness to pay higher taxes for government support of
environmental initiatives and the growth of “green” retailers and manufacturers
that adhere to rigorous environmental standards (beyond those mandated at the
regulatory level) have also risen in importance (Rapert et al. 2010).

The EU has long recognized the importance of sustainability to the future of
business and society by outlining general frameworks by which companies’ envi-
ronmental risk and sustainability efforts can be assessed. In 2001, the Sustainable
Development Strategy for Europe stated that, “in the long term, economic growth,
social cohesion and environmental protection must go hand in hand” (European
Commission 2001). Additionally, the European Commission identified Corporate
Social Responsibility as “a concept whereby companies integrate social and envi-
ronmental concerns in their business operations and in their interaction with their
stakeholders on a voluntary basis” (European Commission, p. 8). This definition of
CSR makes note of the social and environmental risk components of the triple
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bottom line integral to sustainability. Thus, from definitions established by the EU,
the concepts of environmental risk and sustainability are closely linked. Moreover,
steps continue to be taken to improve sustainability efforts as evidenced by the EU
Sustainable Development Strategy (European Commission 2001). The strategy
focuses specifically on addressing the following seven global challenges in an
attempt to effectively manage environmental risk, establish sustainable communi-
ties, and improve quality of life: (1) climate change and clean energy, (2) sustain-
able transport, (3) sustainable consumption and production processes,
(4) conservation and management of natural resources, (5) public health, (6) social
inclusion, demography/migration and (7) global poverty. The International Stan-
dards Organization (ISO) provides guidance on both environmental manufacturing
and product risk compliance as well as on first- and third- party environmental
claims (Hedblom 1998). Specifically, in addition to environmentally compliant
good manufacturing practices, ISO provides guidelines on direct environmental
impact of a company’s manufacturing practices on brand attributes and third party
seal of approval legitimacy.

From a U.S. standpoint both the Environmental Protection Agency (EPA) and
Federal Trade Commission (FTC) provide “safe harbor” guidelines for mitigating
and communicating environmental risk to consumers.

3 An Evidence-Based Approach to Risk Assessment:
Measuring Risk Throughout the Product Life Cycle

3.1 Defining Product Risk Assessment Throughout
the Product Life Cycle

Product risk assessment is the systematic use of available information to identify
products, or features of products, which may cause or contribute to physical injury
or death. From an ISO perspective, Risk assessment is comprised of both the
identification of risks followed by their evaluation or ranking (IRM 2010). Specif-
ically, risk assessment is an interdisciplinary evaluation process based on informa-
tion derived from data such as exposure rates (OECD 2016). Standard practice
includes comprising different data sources to inform regulatory options thus aiding
in the selection of the appropriate response to a potential product hazard. Conse-
quently, risk assessment provides valuable guidance to the formulation and conduct
of sound risk management policy. Product risk assessments evolve in the scope of
products being assessed based on different factors. For example, a range of products
covered in a risk assessment may vary during the course of the analysis as more
information about the hazards become available. This may lead to a single manu-
facturer’s product becoming a class-wide recall based on competing product risks.
Thus, risk assessment data has important implications for brand managers
concerned with reputation as well as product liability litigators. Risk assessments
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are typically comprised of four core goals: (1) hazard identification, (2) injury
scenarios, (3) threat severity and (4) likelihood estimation as well as reconciliation
with societal laws and norms. Regulatory agencies use product risk assessment to
determine which products require government action to reduce or manage stake-
holder risk. The product life cycle stages of introduction (product development),
growth (product refinement), maturity (backward innovation/low cost competitors)
and decline (product withdrawal) all have implications both for consumer product
use and misuse therefore product risk assessment is warranted throughout the life
cycle.

3.2 Common Components of Consumer Product Risk
Assessment

In addition to the common goals mentioned above, typical components of a
consumer product risk assessment include: (1) product identification, (2) product
use, (3) scenario estimation, (4) estimation of threat severity, (5) probability of
occurrence, (6) risk estimation and (7) risk evaluation (OECD 2016). Safety goals
incorporate the measurable performance of safety processes from the design pro-
cess through manufacture, distribution and sales with subsequent accident analysis
(Morgan 2001). Methodological factors common to consumer product risk assess-
ment consist of proper sample selection including vulnerable (e.g. children) and
affected populations; the frequency of product use and in what risk contexts the
product is being used (DeBruin et al. 2007). Scenario development must be
comprehensive to yield relevant safety data. Thorough recording and elucidation
of all events in a scenario, including where and how they could occur achieves the
goal of optimal consumer product safety data. Human factors such as consumers’
attention or lack of attention to risk communication including warnings and
instructions are also important in scenario development. In addition to perceptual
issues, behavioral aspects such as compliance to safety instructions must also be
considered. Properly framed warnings and usage information are important risk
mitigation mechanisms as misuse and abuse (noncompliance) can result in regula-
tory scrutiny and liability for manufacturers.

Scenario development is a complex and idiosyncratic process. From a goal-
based perspective, an optimal use scenario demonstrates the interaction between the
product, its use environment and the affected population to create potentially unsafe
situations. Subsequently, every scenario yields a typology of potential injuries
indexed for severity of harm. Such an injury severity scale must comprise the full
domain impact of an injury. This allows for proper regulatory guidance and
response (Mann 2003).

ISO 10377 (and ISO/IEC Guide 51) includes risk analysis guidelines for man-
ufacturers and suppliers as well as guidance for risk evaluation. Product risk
assessments performed by manufacturers and suppliers are a key source of
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consumer product risk information. Specifically, the ISO guideline describes how
to: (1) identify, assess, reduce or eliminate hazards, (2) manage risks by reducing
them to tolerable levels and (3) provide consumers with hazard warnings or
instructions essential to the safe use or disposal of consumer products (ISO
2013). Factors considered in the guidelines include hazard identification, exposure
analysis, scenario estimation, and the