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SPEECH BACKGROUND 

SPEAKER: Virginia Knauer 

ORGANIZATION: National Retail Merchants Association 
-------------------------.-------.... 

CONTACT PERSON: Tnacy aMet lin ----------------------------
TELEPHONE NUMBER: 223-8250 ( ~ ~-,h-) ----------~-------------------

• 
EVENT: Annual Conference 

--------------------------------
City 

Intro to panel, "The Profitability of 
TITLE AND THEME OF SPEECH: Consumer Affairs" -----------------------

,. 

300-400 from a broad range of retail backgrounds , _ 
SIZE AND MAKEUP OF AUDIENCE: marketing, consumer affairs, general management 

SPECIAL ARRANGEMENTS: /Jt.µ::1 ,?,-..• ~ ~ 4' ~ ~ 

MEDIA ACTIVITIES: --"-~.=::::!.~=:::..------,i~~~~-~~~ 0~2~e----------'---------

USOCA CONTACT: Pat Faley 634-4329 



STAFF PERSON 

PHONE NUMBER 

DRAFT DEADLINE 

SPEECH TREATMENT 

Pat Faley 

634-4329 
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TITLE OF SPEECH Intro to Panel, "The Profitablity of Consumei Affairs" 

Panelists are John Goodman of TARP and David Schoenfeld of J.C. Penney's 

MAKEUP OF AUDIENCE 300-400 from a broad range of retail backgrounds: 

marketing, CEO's, consumer affairs, customer service, general management 

LENGTH OF SPEECH: TIME 10 minutes PAGES a13pr ox . 5 7 
MAIN THEME Consumer affairs is a necessary and profitable 

business function . . 

BASIC OUTLINE -

Objective: To stimulate interest in consumer affairs activities 
among NRMA members. 

INFORMATION 
RESOURCES 

* 

* 

* 

* 

* 

* 

Consumer affairs is alive and well 

President Reagan supports consumer affairs 

Consumer activists are no longer the "screaming 
outsiders" they once were 

Consumer affairs is an integral part of government, 
business and the citizenry of this country 

Consumer affairs is not philanthropy: 
profitable business function 

it is a 

Retailers can improve their own consumer affairs 
programs by looking to the Department of 
Commerce OCA 

Harvard Business Review, Republican Pary Platform 

and "White House Review of First Year," VK Q&A interview i 

"Retail Week" .magazine. 



To: Bob 
From: Pat 

Subject: 

UNITED ST A TES 
OFFICE OF CONSUMER AFFAIRS 

Washington, D.C. 20201 

MEMORANDUM 

Steev~ Joe Dawson 
Faley\'vhrough Roger,~tt 

VK's Appearance before the National 
Association, January 11, 1982 

Retail Merchants 
... 

I met with Tracy Mullin of the National Retail Merchants Association (NRMA) 
last week. Tracy is in charge of putting together the consumer affairs 
session over which Virginia will preside at NRMA's 71st Annual Convention 
at the New York Hilton, January 11 from 2:15 to 3:30. 

Tracy has had some difficulty stimulating interest in consumer affairs 
among her member stores. Therefore she would like to have Virginia direct 
her session to address the issue "The Profitability of the Consumer 
Affairs Department." (This is pending approval from her New York office.) 
The format would have Virginia open with a 15 minute speech, then lead 

a panel of our choosing for 50 minutes, then sum up and close the session. 

Before I spend time looking for panelists to fit the bill, I thought 
I'd better see if this idea agrees with you. Please let me know this 
week, if possible. 

October 5, 1981 
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UNITED STA TES 
OFFICE OF CONSUMER AFFAIRS 

Washington, D.C. 20201 

Mr. David Schoenfeld 
Consumer Advocate 

December 3, 1981 

J.C. Penney Company, Inc. 
1301 Avenue of the Americas 
New York, New York 10019 

Dear Mr. Schoenfeld: 

Thank you for accepting Virginia's invitation to speak during 
the National Retail Merchants Association (NRMA} Convention 
Consumer Affairs Session Monday, January 11 from 2:15 p.m. 
to 3:30 p.m. The conference vill be held in the New York 
Hilton: I will call with the room assignment as soon as I 
receive it. 

As ve discussed, the topic will be, "The Profitability of the 
Consumer Affairs Department." Virginia will open with a 
brief presentation. John Goodman will follow with his 
research findings and specifically his formula for 
quantifying the value of the consumer affairs function. You 
will speak last with a 20 minute practical application of 
John's thesis. Virginia will sum up and close the session. 

I've asked John to contact you to coordinate presentations 
and also to send you an outline of his speech for your 
reference. His telephone number, should you wish to reach 
him in the interim, is (202) 544-6312. 

Tracy Mullin, my contact at NRMA, says that this session has 
historically been very popular vith 300 to 400 participants 
the usual audience. We all looking forward to a productive, 
enlightening session for this year's participants. 

If you have further questions, I may be reached on (202} 
634-4329. Again, thank you. 

cc: Virginia Knauer 
Bob Steeves 
Joe Dawson 
John Goodman 

'-~2Fi 
~cia Faley ~ 

Business Liaison 
Federal Complaint 
Coordinating Center 
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Increasi ng the Organizational 
Influence of Corporate 

Consumer Affairs Departments 

191 

-- - ----·-- - - ----
Em)Jiri,·al rcw,orch .,11gg,·,ts that rno,r ,·orJJorar,· ,·on,11111l'r aHair, 

departmrnts art• nor a 11art of th1· ch·d,ion-making ,tru,·tur" of lh1·ir 
rt'SJJ<'l' liH' firm., . Till' I) pin1I ,·on"rnwr affair, clt•J)arf1111·11t a111war, to 
haw li1tlr influ ,•nre in ma nagc•m,·n r rh•d.,ion, that aff,·,·t ,·01is111111•r 
sa lis fal'l ion and nl'lf:in·. A, a n·sulr, it i, of limih'd ,·aim· for rlll' nm ­
sumer. 

A n·ason for !ht· i,olation of ,·011.,11111,·r a Hair, from n1rpora1t· <lt-d­
sion making ma)' ht• that 1111· dq1artn1,•n1· , 1·1111trihntio11 to th,• J'inn ', 
\\dfan· i, no t wl'II u ruk r,11101 1. II,\ .,ho\\ing a ,ignifit-a 111 ,·0111rihur io11 
lo ,·om11an)· sah•s, th,• ,·onsum,·r affairs rfrpart1111·nt would h1· in a 110,i­
tion lo ga in inf1111•111·1· in rill' 11rol'il-S(•,· king orga ui,alioo. Thi• a rlid1· 
icl,•11 fiJ'i 1•s th,· rl'lat ion,hip h t'hH'l'II "'"'' and ,·0111pbin1 111,111ag,·111 1· n1 
"ilhin a marl..1·1ing fra1111·nork and d1·,1•l 111is o hjl'r fiq•, for ,·omplainf 
m a nag,·111,•nf lhaf 111:1\imi,1· fhl' 1·011si1111,•r affairs 1lt-part1111•11f', 1·011 -
lrihution lo sal,·s flll' rrl1)· 1·11ha11,·i11g Ill!' l"'"l'r ' " '"' of 1111' 1lq1arlnH'11I 
wilhin lh,· h11,i111·" organi,al io n . 

The past decade witnessed a rapid increase in the number of 
business firms with internal consumer a ffair, departments. Almos t 
all major U.S. co rporarions competing in consumer markets now 
have a formal ized orga ni za ri ona l unit for the handling of consumer 
affa irs. Ideally, these t1nit s shOitld be vehic les for consu mer in­
fluence in management deci sion -making and provide consumers 
with a dirccr cha nnel for informarion and redress. They should a lso 
provide the firm with an effccri vc ear ly warn ing system concerni ng 
consumer problems and di sconten r [ I 1, 16 , 17, 2 1, 26]. In rea lit y, 
however, empirical resea rch has point ed ou t that most consumer a f­
fairs departments perform a rather isola ted service [4, 10, 14, 17]. 

I The_ typ_is:;:i l depa_r:tment,js !1Qt.i n!cgrat~d wi_r_hif! _ the deci sion-making 
st n:1_ct_1J_re q!' Ji.~--2..!:E~D~!:l.tiQl} _and has Jitt lc influc r~ ~c in- such matters 
as adverrising, product quality, pricing, and marketing.-

- --- - - . ---· -

Clac•, Forndl i, an A,,o.:iarc Prok,, o, or Mark l' 1i 11g al rhc C1adua1c SL'hoo l of llll\i11c\\ Ad ­
m ini-rra ri on. The I J11iversi1v of Mi d1ip 11, Ann i\1h,11 . f\11, hi 1• .111 

I lir .11111,,,, .1,·k11,l\,kdgc· , lh l' hdplul u 1111111 rn1 , lll l'hil, p J.: ,11ln :ind I rn, i- \V. \rcrn ,11 
N,,nhwe,rnn l ln i,l' r , irvandC. A . J.:nook , l l11ilnc·1. I rd . , h 1r l.111d . 
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One likely reason for the limited consumer influence via the con­
sumer affairs department is that the department's potential con­
tribution to overall corporate objectives is not well understood. The 
relationship between profitability and the performance of corporate 
consumer affairs has not been examined and is often subject toques­
tion [11 ]. Thi s is especially evident in an inflation-ridden economy 
where few operations within the firm escape increased cost justifica­
tion pressures. 

A familiar finding in the organizational behavior literature is that 
those who control the objectives and operations of a firm wield the 
most power. Generally speaking, the degree of power possessed by a 
particular organizational unit is proportional to its contribution to 
the well being (or profitability) of the organization. For example, the 
ability to cope with uncertainty [5, 13, 31] and control over critical 
resources [27] are two important bases of power. In order for a con­
sumer affairs unit to acquire influence in corporate decision making , 
it is necessary for it to hold or obtain power bases that can be ex­
ploited in a manner consistent with both consumer interests and 
company profitability. 

While the responsibilities, design, and organizational positioning 
of consumer affairs departments vary across corporations, con­
sumer complaint processing is a central activity for most of them. 
The high frequency of reported consumer problems in the market-

) 

place [3] makes the firm's response to consumer complaints impor- / 
tant not only for compensating individual consumers, but, as will be / 

j 
demonstrated in this article, for improving company sales per- i 

formance as well. It will be argued that the power bases a\·ailable t~/ 
consumer affairs relate, both directly and indirectly, to th':' contro4 
of one of the most critical resources of any orgci r:i za rion-the 
customers. By defining the relationship between compla in; nanage­
ment and sales performance, it is possible for the consum,: :- affairs 
department not only to justify its existence in the pro ·r-seeking 
organization but also to enhance its influence. Accordingl :,. this arti­
cle will develop objectives for complaint management that n: aximize 
its sales contribution. In other words, it will be shown that the 
profit-seeking firm stands to gain in sales by giving its consumer af­
fairs department increased responsibilities and more influence in 
marketing matters. 

t 
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COMPLAINT MANAGEME~ T DEFINED 

Efficiency in complaint handling usually refers to the procedures 
involved and the steps taken to ensure rapid turnover of complaints , 
accurate and fair responses to consumers, and low complaint­
processing costs. Reductions in the ratio of complaints to products 
sold are seen as favorable and complaint decrease is a common ob­
jective. 

Complaint management is broader in scope. It differs from com­
plaint handling in that it incorporates objectives that are explicitly 
linked to marketing and sales performance. MoreoYer, complaint 
management, as will be seen, does not automatically subscribe to the 
notion of complaint reduction as an objective, without first examin­
ing the firm's opportunity costs. 

Voiced complaints are but one expression of diss'!tisfaction. Com­
plaint management, as opposed to complaint handling, deals with 
the whole spectrum of consumer dissatisfaction responses regardless 
of whether they are voiced or not. It operates to minimize the harm­
ful effects of consumer dissatisfaction on the firm, to analyze and 
address the marketing opportunities presented by consumer prob­
lems and to reduce consumer dissatisfaction . 

With extended responsibilities and functions there are also in­
creased operating costs. Just because good complaint handling pro­
motes brand loyalty and positive word-of-mouth communication is 
not sufficient reason to justify the increased costs incurred by com­
plaint management. Instead , complaint management should be ex­
pected to justify its existence as a _managerial function within a 
profit-seeking organization in terms of its contribution to sales and 
pr-61'itS:1owaras that end, we will develop objectiYeS ofcomplaint 
maffiigement that augment the relationship between sales and com­
plaint processing in such a manner that the long-term sales contribu­
tion is maximized. Under these circumstances, the organizational 
influence of consumer affairs is likely to be enhanced. 

METHOD: A REDU CTIONIST APPROACH 

Predicting and evaluating sales responses to marketing programs 
are essential parts of management theory and practice which have 
received considerable attention in the research literature. Among the 

.. 
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difficulties that continue to plague attempts to specify the results of 
marketing efforts are the isolation of effects and the indirect rela­
tionship to sales presented by many marketing activities. 

While behavioral scientists have approached the problem of evalu­
ating the effectiveness of marketing programs (and advertising in 
particular) by partitioning the consumer decision process into micro 
compo nents or intervening variables (e.g., awareness , cognition and 
attitude), the sales variable, which is typically dealt with at a more 
aggregated level, has not been subject to similar analysis. Even when 
aggregation is confined to the individual brand level, the sales vari­
able remains a crude summary statistic of consumer purchase be­
havior. 

As will be shown in this article, it is possible to partition the sales 
variable into more meaningful components of consumer behavior, 
without resorting to non-behavioral constructs. Identification of 
these components will facil itate construction of sales response 
models and, in this particular case, help determine the potential sales 
contribution of complaint management. 

In the same way as the sales variable can be viewed as a whole or a 
set that can be divided into parts or c omponents, the consumer com­
plaint variable can be thought of as a part of a dissatisfaction set. 
The method to be employed here belongs to the reductionist model 
of analysis in that it approaches the sales-complaint management 
relationship by partitioning the sets into smaller parts in order to 
find identical or related elements. If one set contains elements that 
are present in the other set, the magnitude of the communality 
defines the potential sales contribution of complaint management. If 
some parts are identical, while others are distinct, analysis turns to 
the within-set relationships between common and distinct parts in 
the dissatisfaction variable. 

Specifically, the methodology involves the following steps: 

1. Identify sales variable components. 
2. Identify consumer dissatisfaction variable components. 
3. Specify the intersection and relationship between the above 

variables. 

Many marketing activities are assumed to have an indirect or more 
long-term bearing on sales. Marketing research for purposes of 
aiding management decision-making is in this category. Similarly, 
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complaint management, in its handling of consumer communica­
tions, is in a position to extract potentially valuable information on 
consumer problems. The value of this information for long-term 
sales performance is largely determined by its power to help identify 
market opportunities and eliminate specific origins of consumer 
dissatisfaction. Consequently, the indirect complaint management­
to-sales relationship will be examined in the following steps: 

I. Specify the information necessary for dissatisfaction elimina­
tion. 

2. Specify the information necessary for market opportunity 
identification. 

3. Examine each dissatisfaction variable component in terms of 
its information value. 

Assumi ng that consumer dissatisfaction response can be influenced 
by management strategy, the objectives of complaint management 
will be determined by arranging the dissatisfaction variable com­
ponents so that both direct sales and information value are maxi­
mized. Following the ident ification of sales components in the next 
section, we turn to the identification of consumer dissatisfaction 
components and the intersection between these two sets of variables. 

MARKET TRAFFI C AND SALES COMPONEl'.TS 

Development of successful marketing and sales strategy depends 
heavily upon the firm' s ability to identify and influence the flows of 
customers into and out of its franchise and in and out of the market. 
In the context of this analysis, these flows are termed market traffic. 
They include the entering of new cus tomers, brand shifting or 
change of patronage, and product class transfers. Changes in the 
rate of purchase are equivalent to changes in the speed of traffic . It 
is this traffic that firms seek to control, for it is the ultimate determi­
nant of growth, stagnation and decline. 

To illustrate how market traffic affects the sales performance of 
an individual company, let a, b, and c be competing single-brand 
firms in market M. Let Z denote all other markets and V indicate the 
speed of traffic within M. Figure 1 illustrates the flows that con­
stitute the traffic in market M, and some possible strategies of de­
mand stimulation for company (brand) a. 

Firms with substantial shares of growing markets may elect to 

.. 
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FIGURE 1 
Market Traffic. 

z 

t 

z-

0 
([:)/ ~(5) 

Possible st rategies for a: 
attrac t outside traffic (Z- a.b.c) 
direct outside traffic (Z-al 
direct inside traffic (b.c-al 
increase the velocity of traffic+ V(a-a); + V(a .b.c-a.b ,c) 
retain intra-market traffic (a.b.c./-Z) 

--z 

concentrate marketing efforts toward the promotion of product 
category rather than individual brand, and thus stimulate primary 
demand (Z - a,b.c). In stagnating markets, competition for market 
shares becomes more intense and primary focus is often shifted to 
the capture of customers at the expense of competing organizations 
More resources are allocated to stimulate selective demand (Z - a ) 
to encourage brand switching (b ,c -a) and brand loyalty (a - a), to 
increase brand usage [ + ~ V(a - a)], and to prevent product cla:,, 
transfers (a,b,c + Z). 

The sales performance of an individual company is determined -y 

the market traffic it generates. Consequently, the components re:,'­
vant to the sales performance of company a can be written in :- c.' t 

theory notation as: 

!l~ra = [(a-a); (b ,c-a); (Z-a)] (1) 

Compared to the more traditional and aggregate view of the sales 
variable, the market traffic conceptualization offers some distinct 

I 
I 
I • 
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advantages: It is dynamic and describes the sources of sales per­
formance in a managerial strategy framework. The relationship be­
tween sales and marketing variables is made explicit in the formula­
tion of strategies to direct, attract, restrict, and reta in market traffic 
as well as increase the speed of traffic. 

Using the market traffic terminology, the criteria for determining 
direct (short-term) and indirect (long-term) sales contribution of an 
organizational activity or unit are: 

l. Its capability for controlling market traffic . (direct contribu­
tion) 

2. Its capability for assisting in market traffic control by fur-
nishing valuable information. (indirect contribution) 

In order to specify the intersection of sales and consumer dissatis­
faction response and start developing objectives against which the 
criteria above will be measured, the next task is to identify the com­
ponents of dissatisfaction response. 

MARKET TRAFFIC AND CONSUMER DISSATISF.-\CTIO~ 

From the firm's point of view, the purpose of complaint manage­
ment is to handle consumer dissatisfactions in such a way that their 
negative and harmful effects on the firm are minimized and its op­
portunities for growth and competitive advantage identified. 

It seems reasonable to assume that almost all consumer com­
plaints have their roots in some experienced dissatisfaction or prob­
lem. Complaining is one of several possible consumer reactions to 
problems arising from satisfaction blockage. All such problems, 
however, cannot be traced to product malfunctions and breakdowns 
or to predatory or fraudulent business conduct. As illustrated in one 
of the few major empirical consumer dissatisfaction studies [3, see 
also 28), many consumer grievances can best be explained by ig­
norance, misunderstandings or disagreements . 

While certainly relevant to complaint management, it is not 
necessary for the purposes of this paper to go into the details of the 
psychosocial processes leading to dissatisfaction. It is the responses 
to the frustration caused by it and their implications for the firm that 
are of primary interest. 

The consumer 's dissatisfaction with a product, service, or other 
elements in a firm's marketing mix can be expressed in a variety of 

~ 
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ways, ranging from organized boycotts to complete behavioral inac­
tion. It is useful to consider three categories of consumer dissatisfac­
tion response: market action, complaining and inaction. Market ac­
tion refers to brand switching, purchase termination, and reduction 
in purchase rate. Complaints can be directed at a firm or registered 
with a third party. Inaction, of course, simply means that the dis­
satisfied consumer does nothing to resol ve the problem. 

Let flv a denote the set of possible consumer di ssati sfaction 
responses that relate to firm (brand) a. With the notati on previously 
introduced, the distinct dissatisfaction responses are: 

n0 • = [ - A V(a - a); (Z - a); (b ,c - a); (C.); (C,); (I)] (2) 

where - A V(a - a) 
(Z - a) 

(b,c - a) 
(C.) 
(C,) 

reduction in purchase ra te 
purchase terminat ion or product class 
transfers 

= adverse brand shifting 
= complaint directed at a 
= complaint via third party or collective 

consumer protest 
(I) = inaction = (a - a) 

nv. includes all relevant components of consumer di ssatisfaction 
response. Since inaction is defined as a "response," nv. represents 
the total amount of dissatisfaction directed at company (brand) a, 
regardless of whether or not the dissatisfaction is overtly expressed. 
While there may be other ways of categorization, the components in 
ilv. are exhaustive. 

Having defined both sales and consumer dissatisfaction response 
in terms of their parts or components , it is clear that the elements 
shared by the two sets identify the direct relationship between com­
plaint management and sales: 

nM.fHlo. == -AV (a - a) UV (Z - a) UV (b, c, - a) (3) 

where V (velocity) is the average purchase rate over a given time 
period. The intersection of the dissatisfaction and market traffic sets 
thus defines company (brand) a's revenue loss. The cost of consumer 
market action· is equal to the product unit contribution multiplied by 

t • 
' I 
I 

\\'lNT[R 1981 VOLC\iE 15 NO. 2 199 

the traffic lost. As will be shown later, this cost can be substantial , 
particularly for firms that sell non-durables and rely heavily on re­
peat purchase. 

If direct sales are to be maximized, it is obvious that complaint 
management should, if possible, seek to dissuade dissatisfied con­
sumers from taking market action. This can only be done by re­
sponding to consumer complaints to the satisfaction of the com­
plainants, thereby making consumer market actions superfluous. 
This is not to say that all complaints can be handled in a manner that 
provides complete satisfaction, but that it is in the best interests of 
both parties to strive toward that end. For successful complaint 
management minimizes sales losses due to consumer dissatisfaction 
and reduces the consumer's cost (in terms of money , time, effort and 
risk) as well. Certainly, most of these costs will increase if the 
dissati sfied consumer is forced to go beyond the company in order to 
obtain redress. 

However, our analysis of the direct sales contribution does not 
provide guidance for determining the cost/benefits of havi ng dissat­
isfaction expressed in the form of complaints versus not havi ng it ex­
pressed at all . In order to determine where to channel consumer di s­
satisfaction so as to maximize long-term sales performance, the firm 
must look beyond the direct short-term sales contribution. The 
threats and information value of each dissatisfaction response will 
also ha,·e to be evaluated. The information value of the various re­
sponses determines the indirect consideration of complaint manage­
ment. 

THE I:S-DIRECT-COMPLAINT MA.;.-.;AGEME~T-TO-SALES CONTRIBUTIO'.': 

Although the very existence of consumer dissatisfaction implies 
market imperfe~tions, it also presents the individual fi rm with an op­
portunity for improvement and , depending upon the circumstances. 
a chance to enhance competitive position. In order to effectively 
handle consumer dissatisfaction and to be able to identify market 
opportunities that may follow, the firm needs information on the 
following: 

1. The magnitude of dissatisfaction, to determine whether the 
problem should be attacked on an individual consumer basis or 
on an aggregate (market) basis. 

2. The nature of the problem, to determine how it should be 
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categorized and understood (e.g., does it refer to the shopping 
experience, the transaction, or a particular feature of the prod­
uct?). 

3. The distribution of the dissatisfaction, to determine the poten­
tial market targets for corrective action. 

4. The importance of the problem as perceived by the consumer, 
to determine urgency of action. 

5. The causes of the dissatisfaction, to determine what actions 
will be most effective in resolving the problem. 

Consumer Inaction 

With consumer inaction, no action is taken to resolve the problem 
by the consumer or the firm . In the long run, however, it is not cer­
tain that consumers will continue to suppress dissatisfaction. Inac­
tion may turn to action if consumers become aware of available 
routes of redress or if they become more motivated to release their 

I 
frustrations. Several studies suggest that many di ssatisfied con­
sumers fail to communicate their problems for remedial action, but 
may engage in negative word-of-mouth communications to ,va rn 
other consumers [7, 8, 20, 25 , 30, 32]. 

The dissatisfied consumer's decision to do nothing has no im­
mediate effect on the market traffic . It does , however. make the fi rm 
more vulnerable to sompetitive inroads since the firm remains 

· unaware of the existence of consumers' dissatisfaction. Should the 
nature of competitive offerings change, there is always the risk that 
the sales performance of the firm (brand) will be impaired . 

Consumer Market Action 

Brand shifting, product class transfers, purchase termir tion, and 
purchase rate reduction are behavioral responses to diss,1 ·is faction. 
These market actions are non-verbal communications w},i ch may be 
picked up by the firm as sales reductions. But it is by nt· '1leans cer­
tain that these changes in market traffic will be correct!~ , -.!rceived. 
As with all statistics, there is the problem of pooling and aggregating 
data. Consider two groups of consumers, one very pleased and the 
other very displeased, with a firm and its products. Increased pur­
chases and the effects of positive word-of-mouth communications 
generated by tJ'le first group may well cancel the negative behavioral 
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actions of the second group. For durable products, there is an addi­
tional drawback in relying on sales statistics to discover consumer 
dissatisfaction, i.e., the slow transmission of information . 

Depending on the rate and extent of shifts in market traffic, the 
consumer's decision to abandon the firm may give some indication 
of the magnitude and importance of the di ssatisfaction. Depending 
on how sales statistics are compiled, there may also be information 
on the distribution of the dissatisfaction. It is less likely that con­
sumer market actions alone can furnish much information on the 
nature, let alone the origin, of the problem. In isolation, without 
other sources of data, the information provided by sales statistics is 
weak. It indicates the magnitude and change in sales development, 
but not much more. 

Consumer Complaints 

Whereas consumer inaction suppresses communication between 
the consumer and the firm and consumer market action is a commu­
nication via sales statistics, consumer complaints are ,·erbal com­
munications. As mentioned, there are two categories of complaints: 
one directed toward the complainees, the other toward a third party 
such as a governmental or legal agency, a media ombudsman, or a 
consumer organization which uses a direct action approach (e.g., 
collective protests or demonstrations). 

Almost all complaints via third parties are preceded by unsuc- • 
- I ' cessful attempts to obtain remedy from a manufacturer , retailer, or \ _I 

service outlet. In an analysis of consumer calls to a "Hot Line," it ~\ 
was found that 93 percent of the complainants had first contacted 
the complainee [9]. Similar results have been reported in a study of 
consumer complaints to a newspaper ombudsman in Canada [12]. 
Unless the costs of complaint processing are deemed so high that 
they offset the adverse effects of potential negative publicity, word­
of-mouth communications and legal action, firms seek to avoid 
third-party intervention. The following discussion will be limited to 
complaints directed toward complainees. 

Contrary to the communication in market actions, complaint 
communications provide evidence, albeit often conjectural, on the 
nature and causes of dissatisfaction. While market action com­
munication is inherently monological, complaint communication is 
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essentially dialogical. Market actions taken by dissatisfied con­
sumers describe how the firm becomes a victim of communication 
rather than how communication is used as a means for constructive 
information exchange. Even though complaint data have been found 
to be biased in favor of certain problems and certain consumer 
groups [3, 8), they can probably provide valuable starting points for 
suggestions and hypotheses to guide the search for causes and solu­
tions . If used properly , it seems likely that they can also help to 
amplify marketing research findings and as a means for validity and 
reliability assessment. For example, a food processing company 's 
marketing research indicated tha t consumers did not want artificial 
colors, artificial flavors, flavor enhancers or preservatives in certain 
food s. Unsolicited consumer complaints supported these findings 
and suggested that ma ny consumers wanted to return to the basics in 
food. This does not imply, howeYer, th a t complaints can be held re­
sponsible for complete im·entories of consumer concerns. 

The cost of complaint processing, including dissatisfaction anal­
ys is and consumer compensation , constitutes the direct costs of 
consumer verbal action . The threats pertain to the possible conse­
quences of failing to close complaints to the satisfaction of com­
plainants (e.g., negative publicity, legal action, market action or 
boycotts). 

Inf ormation Value: Conclusion 

The comparison o f dissatisfaction responses suggests that con­
sumer market actions are more costly for the organization than are 
other responses. Ne t ,mly are they harmful in their redirection of 
market traffic away from the firm, but they contribute little infor­
mation for manageri z. guidance. Statistics on sales decline indicate 
seller problems; the L '."lguage is couched in numbers and figures. 
Consumer complain, • indicate individual consumer problems; the 
grievances are expre~ _din everyday language. Aggregate consumer 
problems define marl-..<. problems. A marketing problem, finally, is 
a consumer problem that is relevant to the purposes and resources of 
the firm and is shared by a sufficiently large number of consumers to 
make its resolution economically feasible. Consequently, this is how 
a firm with dwindling sales will have to define its problem before 
corrective action is taken. As for consumer inaction, it is the least 
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costly response-especially in the short run-but it generates no 
information at all. 

SPECIFYING OBJECTIVES 

Having described the properties of the different consumer dissat­
isfaction responses in terms of their costs, threat s, and information 
value, the objectives o f complaint management can be developed by 
weighing the costs and benefits of each response. 

Objective One: Complaint .\1aximi::,ation 

Assuming that: (1) firm (brand) a is operating in a competit ive 
environment; (2) the zero direct costs of consumer inaction are out­
weighed by the danger in igno ring consumer dissatisfaction; (3) 
management strategy can be developed to influence consumer dissat­
isfaction response; and (4) the origin of each specific dissatisfact ion 
will eventually be detected and removed , the fi rst objective of com­
plaint managment can be written : 

c. 
MAX (b ,c - a) U-~V(a - a) U(Z - a) U (I) (4) 

Since complaints to third parties and consumer protest \·ia demon­
stration or collective boycotts are almost always preceded by direct 
complaints, the C , term can be ignored a t the moment. 

The notion of complaint maximization as expressed in Equation 4 
is quite contrary to popular belief and ordinary practice. More com­
monly companies attempt to minimize the number of complaints. 
Complaint maximization derives from the syllogistic-like reasoning 
that there is a fin ite and identifiable set of consumer responses to 
dissatisfaction; and that complaints, under most circumstances, are 
less harmful and more useful than other responses . Therefore, com­
plaints should be maximized relative to other responses . 

As illustrated in Figure 2, the pursual of complaint reduction or 
complaint minimization may reduce complaints while simultane­
ously increasing other express ion of consumer dissatisfaction. The 
simplest way to achieve a reduction in complaints would be to 
"close" the C-entry in Figure 2, or to make it difficul~ 
unpleasant for consumers to complain. For @KcUHpleJsome airlin~ 



204 THE JOURNAL OF CO:--lSU\.1ER AFFAIRS 

FIGURE 2 
Consumer Responses to Dissatisfaction. 
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plaining 1s actually dissuaded, complaints would certainly not be 
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marketing or product performance. As a consequence, a company 
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policy aimed at reducing the number of consumer complaints runs 
the ri sk of encouraging consumers to seek other ways to obtain 
remedy and satisfaction. 

An additional drawback of complaint minimization as an ob­
jective is that as complaints are reduced, so is information about 
consumer problems. Unless one can be certain that complaint reduc­
tion is equivalent to dissatisfaction reduction, the frequency of 
complaints is not an appropriate measure of success or failure. Com­
plaint maximization, on the other hand , operates to increase infor­
mation by channeling dissatisfaction into complaint responses. 

Objective Two: Complainant Satisfaction 

Extending the analysis from single to multiple dissatisfaction 
responses, note that complaining \·ia a third party (C, in Figure 2) is 
a secondary response (reflecting the fact that almost all di ssatisfied 
consumers contact the complainee before calling in a third party or 
engaging in collective demonstrations) and that other responses can 
be both primary and secondary. Allowing for the possibility of mul­
tiple responses, complaint management should attempt to minimize 
the probability that the complainant takes other actions. Hence, 
complaint management should encourage dissatisfied consumers to 
contact the company before they contemplate additional actions. 
The objective, once a complaint has been received, is to resolve the 
problem in such a way that the complainant will consider other ac­
tions to be superfluous. 

Revenue Potential from Objectives One and Two 

The maximum revenue to be gained from implementing the pro­
posed objectives is given by the intersection between complaint man­
agement and sales (Equation 3). To find out the magnitude of this 
potential revenue, we must determine the parameters of the equa­
tion. 

Several studies have sought to estimate the proportion of com­
plaints relative to market actions and inaction. While there is general 
agreement that the dissatisfaction response is influenced by product 
category, severity of problem, and socioeconomic status of con­
sumer, the evidence as to the relative frequency of the various re­
sponses is conflicting. 
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In a survey regarding grocery store items, the A. C. Nielsen Com­
pany [22] found that 19 percent of the dissatisfied consumers exited 
the market and 25 percent shifted to another brand. For the same 
product category, Best and Andreasen [3] reported 11 percent com­
bined exits and brand shiftings. For consumer sen·ices, Day and 
Bodur [7], in their survey of consumers in a midwestern city, found 
market actions to be the most common dissatisfaction response af­
fecting 46.4 percent of their sample, while the corresponding figure 
in Best and Andreasen' s study was 6.4 percent. 

Working with Nielsen data for an estimated 2,000,000 dissati sfied 
customers, where market actions amounted to 38 percent, and where 

I actual annual purchase frequency per customer was assumed to be 
10 units , Kendall and Russ [17] showed that the potential revenue 
(opportunity loss) for a food processing company with 40,000 com­

, plaints was 7,600,000 units of sales per year. 
Assuming that 20 percent of the dissatisfied consumers decided to 

reduce their annual purchase rate from 10 to 8 units, and that 15 per­
cent of those who took market actions abandoned the market, Equa­
tion 3 gives the potential revenue from complaint maximization and 

complainant satisfaction: 

- ~ V(a - a) + (Z - a) + (b,c - a) = 2(400,000) + 
10(114,000) + 10(646,000) = 8,400,000 units of sales 

Applying Best and Andreasen's [3] findings of 11 percent market ac­
tions and 16.5 percent complaints to the same company with the 
same assumptions regarding purchase rate, the number of dissat­
isfied consumers is estimated as 242,424, and the potential revenue 
drops to 363,636 units per year. The vast discrepancies between the 
estimates derived from these studies suggest that individual com­
panies will have to rely on their own estimates of dissatisfaction and 

dissatisfaction response. 

Objective Three: Identification of Problems and Opportunities 

While complaint maximization and complainant satisfaction have 
a direct bearing on market traffic, they are also defensive in char­
acter. Both take consumer dissatisfaction as given. But consumer 
dissatisfaction is not a static phenomenon, nor is its occurrence inde-

I 
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pendent of organizational behavior. Determining the magnitude, 
nature, distribution, importance and causes of consumer dissatisfac­
tion, and assisting in detecting marketing opportunities among unre­
solved consumer problems are a third task of complaint manage­
ment. 

While one can find different conceptualizations of consumer dis­
sati sfaction in the literature, there is general agreement that dissatis­
faction is a function of violated expectancy and that the probability 
of dissatisfaction increases with the perceived degree of discrepancy 
between actual outcomes and expected consequences [l, 2, 6, 15, 18 , 
23] . In this light, it might seem natural to express a third objective of 
complaint management as the minimization of the expectancy-prod­
uct (or service) performance gap. But this would be too simplistic 
and narrow a formulation. While it acknowledges that dissatisfac­
tion is a relative construct, it restricts relati\·ity to expectations and 
ignores the fact that consumer evaluation is also affected by such 
factors as post-purchase brand comparisons, post-purchase peer 
group influences , product unavailability, and need for \·ariety and 
novelty. 

Although not conclusive, empirical research seems to support the 
assimilation-contrast model of consumer post-purchase evaluation 
[I, 24]. When the expectancy-product performance gap is minor, 
evaluation of the product is assimilated toward expectations; when 
discrepancy is substantial, evaluation takes a downturn and is con­
trasted to expectations. If indeed consumer product evaluation has 
an inverted U-shape, as implied by the assimilation-contrast model, 
optimal satisfaction (product evaluation) is achieved e\·en though 
consumer expectancy is somewhat inflated relative to "actual" 
product performance. For this reason, it seems that the benefits for 
complaint management in following the expectation-evaluation con­
ceptualization in eliminating dissatisfaction by matching consumer 
expectation and product performance would be equivocal at best. 

For growth-oriented firms, it is not enough to retain and to restrict 
intra-market traffic. Strategies for growth are needed to address the 
problems engendered by consumer dissatisfaction. Different levels 
of dissatisfaction magnitude pose different problems and require 
different organizational responses. Consider the following four 
levels in Table I. 
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TABLE I 
Four Magnitudes of Consumer Dissatisfaction and Organizational Response. 

PROBLEM MAGNITUDE ORGANIZATIONAL RESPONSE 

(I ) Unique d issatisfaction 
(2) Infrequent dissatisfaction 
(3) Relatively frequent d issat is fact ion 
(4) Market dissatisfaction 

Case-by-<:ase complaint handling 
Standardized complain! handling 
Segment opportu nity 
Product improvement/ New product 

development 

First , there may be unique consumer problems (1 ) . These occur only 
once and need ad hoc tailor-made responses. However , for cases in 
which small numbers of consumers are facing identical problems (2), 
it is probably better to standardize the complaint response. Although 
the problem is recurring, it does not affect enough consumers to 
warrant action at the aggregate level (i .e., a change in the product or 
its marketing). As the magnitude of dissatisfaction is increased, 
there could be an opportunity for market segmentation (3). As long 
as the di ssatis faction is limited to a minority of the customers it 
would be risky to alter or discontinue aspects of marketing unless 
one was certain of a positive reaction from the majority of the custo­
mers. A possible solution to this dilemma is offered by segmentation 
in the form of brand extension and different marketing programs to 
different customers. Finally, if the magnitude of dissatisfaction is 
close to 100 percent of the consumers (4) , the inability or failure of 
consumers to take market action is the only reason that the firm is 
still in business. Either the firm is operating under conditions of 
monopoly or competing firms face identical unresolved problems. 
The organization that is able to break the monopoly or is first to 
offer a satisfactory solution will gain substantial market traffic and 
competitive advantage. 

For some companies, particularly those which sell food products 
and other non-durable, low-cost items, the per-case cost of com­
plaint processing may exceed product contribution to overhead. This 
does not mean that the idea of complaint maximization should be 
abandoned. But it does put more pressure on complaint manage­
ment to swiftly identify the type of dissatisfaction directed at the 
firm so that corrective action can quickly be put into effect. Rapid 
discovery of.consumer and market problems so that responses can be 
standardized, the opportunities exploited, and the threats curbed, 
also leads to reduced consumer dissatisfaction and a lowering of the 

WINTER 1981 
VOLUME 15 NO. 2 

209 

number of complaints. However, when the problems identified can­
not be satisfactorily resolved or when the firm needs time to find and 
implement a solution, it may be necessary, from a profitability per­
spective, to compromise the objective of complaint maximization. 

ADDITIONAL CONSIDERATIO~S 

There are some conditions under which a consumer affairs depart­
ment may not be able to pursue complaint maximization. For exam­
ple, an organization operating in a stable environment offering con­
sumer necessit ies while enjoying absolu te monopoly may be able to 
discard consumer criticism without jeopardizing sales. Whether it 
also enjoys immunity to public opinion is, of course, another matter. 

The multi-b ra nd company may be more interested in maximizing 
market traffic among its various brands than in maximizing com­
plaints. This strategy may be effective when dissatisfaction is caused 
by monot0ny in brand usage, which can be eliminated by offering 
variety. It ass umes that the dissatisfaction is brand specific with no 
carry-over effects on the company as a \vhole. 

The viability of complaint maximization also depends on the 
information a\·ailable in addition to complaints and market act ions. 
Strong arguments for developing better quality data on consumer 
dissatisfaction through survey research have been presented by a 
number of researchers [I , 3, 6, 19, 29. 32). They base their recom­
mendations on the observation that only a fraction of consumer con­
cerns is voiced in the form of complaints, and that complaint data , 
as a result, are afflicted with substantial shortcomings and serious 
bias. While this argument does not oppose the objectives of com­
plai ·· t maximization and prevention of multiple dissatisfaction re­
spo nses, it questions the capability o f complaint management to 
identify the true scope of consumer problems. It is paradoxical, 
th 1.. 1, that a byproduct of successful complaint maximization would 
be t'- ~ elimination of the biases and shortcomings of complaint data . 
Al though 100 percent implementation may not be realistic, it is pos­
sible that the larger the proportion of dissatisfied consumers com­
plaint management is able to attract, the less biased and the more 
comprehensive the information it will generate. 

Not until we have seen the effects of complaint maximization in 
Operation can the issue of survey research versus complaint data be 
resolved. From a communications perspective, complaining and sur-
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vey research have few characteristics in common. In complaining, 
the consumer takes the initiative, develops a message, and selects a 
channel and intended receiver. The consumer (sender) controls the 
major aspects of the communication. In surveys, the organization 
(receiver) is in control. As has been shown elsewhei"e [10] , com­
plaints and surveys have different biases: where one is weak, the 
other is strong. Consequently, there is a good case for combining the 
two. 

SUMMARY 

Ample empirical evidence suggests that most corporate consumer 
affairs departments are excluded from marketing decision-making. 
As a result, these departments cannot provide much consumer input 
for marketing decisions. A likely reason for their organizational 
isolation is that the consumer affairs contribution to the profitability 
of the company is not well understood. One way to strengthen the 
consumer voice, via consumer affairs departments, would be to 
demonstrate the impact of consumer complaint management on 
company sales. 

· If it can be shown that complaint management has a significant ef­
fect on sales , it would be easier for a consumer affairs department to 
justify its corporate existence in terms of profitability, and to en­
hance its status and influence in decisions that affect consumer satis­
faction and welfare. Accordingly, it was the purpose of this article to 
specify analytically the relationship between complaint management 
and sales and, subsequently, to derive objectives for complaint man­
agement that would maximize the relationship. The assumption was 
that the consumer voice has a better chance of being heard through­
out a company if it is equipped with a strong linkage to company 
sales performance. That linkage was defined as the opportunity cost 
of losing a customer (i.e., if the dissatisfied consumer, instead of 
complaining, takes some form of market action). Brand switching, 
market exit, patronage change, and purchase rate reduction are all 
market actions that have a direct and adverse effect on sales. Com­
plaining, on the other hand, has by itself no such effect. Instead, it 
affects profitability in two ways. First, since it has both fixed and 
variable costs, total costs are increased. Thus, there is a negative ef­
fect on profit. Second, to the extent that complaint management is 
successful in providing redress for individual consumers, customer 
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loss is prevented. In this sense, complaint management has a positive 
effect on profit in terms of repeat buying. If the cost of complaint 
processing is less than the cost of losing a customer, it would be in 
the best interests of the firm to funnel consumer dissatisfaction into 
complaints. Failure to provide this outlet forces dissatisfied con­
sumers to take their case elsewhere. To avoid this possibility, the 
following objectives for complaint management were derived: 

1. Maximize consumer complaints relative to other consumer dis­
satisfaction responses. 

2. Provide complainants with satisfactory remedy on an indi­
vidual basis. 

3. Identify market opportunities and problems on an aggregated 
basis. 

Successful pursual of the first objective implies that the di ssat is fied 
consumer contacts the firm before taking other actions. The second 
objective is geared towards the resolu tion of indi vidual consumer 
problems in such a way that other consumer actions become unnec­
essary. Following the third objective, collective consumer problems 
are addressed in order to avoid future dissatisfaction . 

These objectives are difficult to meet. Little is known about the 
factors that determine consumer response to di ssatisfaction and 
perhaps even less about how to identi fy collective problems from 
complaint data. Empirical research on these issues is needed . How­
ever, by progressing towards the proposed objectives (as opposed to 
complaint minimization), both business firms and consumers stand 
to gain. The consumer affairs department will provide the con­
sumers with a direct two-way communication channel to firms . As a 
result of its demonstrated impact on sales and profits, consumer af­
fairs will be in a better position to influence marketing decisions in 
the company and consumer grievances will be taken more seriously. 
Finally, it should be emphasized that complaint management as sug-
ested here does not preclude the use of alternative· avenues for con­
umer redress. The only way for a firm to encourage dissatisfied 

consumers to voice their complaints directly to the company. and 
P<>ssibly change their preference for other dissatisfaction responses, 

to enhance the attractiveness of the firm 's own system for pro-
viding redress by (I) lowering the consumer's cost for utilizing it, 

nd (2) increasing the quality of the remedies offered. 
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What lies ahead for the Ameri­
can consumer movement/ Or, to 
put it another way, bow wilI the 
consumer movement foliow up 
on its accomplishments of the 
1970s/ If examined in a market­
ing context-with the consumer 
movement viewed as a product 
and the public as its potential 
customers-consumerism could be 
seen as entering an important new 
stage of its product life cycle. 
Shifting political and social atti­
tudes along with fragmentation 
of consumerist organizations have 
heightened competition within 
the movement for supporters. 

This movement -.._ 
has entered -the, ~dvanced phase 

of its 'life cycle' and . . . 
1s expenenc1ng 
market fragmentation 

The authors break down the ex­
isting consumer movement into 
eight distinct categories according 
to the sorts of changes sought for 
society. They then examine the 
likely future of the competing 
groups and discuss the implica­
tions their proiections hold for 
business. 
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sumerism's Challenges (1975). 

During the early and middle 1970s, 
consumerism was a hot topic. Consumer protection 
legislation and regulations were being pursued, and 
indeed some activists joined the government as reg­
ulators. Ralph Nader and his adherents gained high 
public visibility, and others in political and social 
arenas who advocated proconsumer positions re­
ceived strong public support. Observers concluded 
that consumerism would not only endure but 
would continue to play an important role in mar­
keting.1 

feated. Now, particularly in the wake of the 1980 
elections and the nation's politically conservative 
bent, some see consumerism rapidly fading as an 
issue. 

We disagree with this assessment o~X 
the movement's future. We believe that consumer­
ism will continue to have a significant impact, 
albeit a less dramatic one, on business-especially 
marketing-in the years ahead. 

What has happened to consumerism 
over the last decade can be compared to what fre­
quently happens to products: it has moved through 
stages of its life cycle. Consumerism has now en­
tered the mature stage of its product life cycle and, 
like breakfast cereals or detergents, has experienced 
a considerable degree of market fragmentation. (Be­
fore continuing our discussion, let us note here that 
our use of life cycle terminology is consistent with 
current thinking, in both the sociology and the 

But now consumerism seems to have 
been shunted aside as a major issue of controversy. 
The movement experienced several setbacks at the 
end ,of the decade-for instance, legislation to estab­
lish a federal consumer protection agency was de-

Editor·, nou : 
All references arc listed at the 
end of the anicle on page r39 . 



political science literature, about the evolution of 
social movements.2

) 

Many organizations, institutions, and 
individuals now offer what we view as a wide va­
riety of 11brands11 of consumerism to different seg­
ments of American society. These brands are com­
peting with one another for funds, workers, media 
attention, and public opinion-just as businesses 
compete for capital, managerial talent, retailer sup­
port, and customer loyalty. How this competition 
evolves and how the entire consumerism "industry" 
adapts to outside changes will determine consumer­
ism's future. 

Although it is in the mature stage of 
its life cycle, consumerism is not, we believe, in 
a declining or faltering stage. We reached this con­
clusion after considering the results of several re­
cent public opinion surveys which point to continu­
ing strong, though latent, public demand for actions 
that help consumers obtain a better deal. We also 
believe that certain aspects of consumerism-redress 
assistance, education, cooperative buying, and de­
regulation-·are still well accepted, although some 
older offerings (such as consumer protection legis­
lation) have fallen on hard times. 

In this article we analyze and predict 
likely directions for consumerism in the 1980s. We 
build on our premise that the life cycle represents 
the movement's evolution reasonably well. But be­
fore we pry further into consumerism's current 
and future status, let us review more of its history. 

Filling a marketing void 

A new wave of consumerism emerged 
during the r96os. While a wave in the 1930s had 
been primarily economic in orientation, the 1960s 
resurgence was largely social. It stemmed from a 
perceived need to redress the imbalance in the mar­
ketplace between seller and buyer. Manifested in 
John Kennedy's 1962 statement of consumer rights, 
the new consumerism was symbolized by the efforts 
of the nation's largest corporation (General Motors) 
to discredit an individual (Ralph Nader) who sharp­
ly criticized that company. 

Combining to create strong "consum­
er demand" for ideas and actions that would help 
people get satisfaction in the marketplace were the 
increased complexity of products, the broadening 
of self-service channels and depersonalized shop­
ping, the growth of consumer services (whose qual­
ity is difficult for customers to judge), and increases 
in consumers' discretionary buying power. 
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Initially the few consumer organiza­
tio:n~ ~ctive in the 1960s sought to cultivate this la­
tent demand by "selling" consumer protection via 
legislation. Ralph Nader, Betty Furness, and several 
others were highly successful at gettingJ.egislators 
and the public to support laws-des1giied -tob°i-ing 
safer products and better informatio~e public. 
The success of the Truth in Packaging, Truth in 
Lending, and Consumer Product Safety Acts natural­
ly pulled other, more specialized groups-influding 
environmental, health and nutrition, and senior 
citizens organizations.::.:into the business of selling 
consumer protection legislation. 

But these organizations and their 
leaders soon recognized the limitations of legisla­
tion as the sole means of achieving change in the 
marketplace. They needed other means of persua­
sion to attract the funds and supporters required to 
keep their organizations viable. Consequently, the 
organizations expanded their "product lines" and 
began to promote such offerings as institutional re­
form, consumer representation, redress assistance, 
consumer education, and vigorous enforcement of 
the new buyer protection laws. While these pro­
cesses had no doubt interested such organizations 
all along, they had received negligible promotion 
compared with legislation. 

Thus, Nader and his associates began 
to call for reform of regulatory agencies such as the 
Federal Trade Commission and for improved con­
sumer representation in government and industry. 
They used publicity-generating devices such as re­
search reports from "Nader's Raiders," proxy fights 
(e.g., Campaign GM), and major lawsuits to gener­
ate public interest in their new offerings. 

In a more quiet way, leaders like 
Esther Peterson called for businesses to exhibit en­
lightened self-interest and establish active, influ­
ential internal units to monitor consumer affairs 
and to undertake consumer education efforts.3 

Groups such as Consumers Union and "Banzhaf's 
Bandits" (a team of George Washington University 
law students led by Professor John Banzhaf) peti­
tioned federal agencies and took other legal actions 
designed to strengthen and expand consumer pro­
tection legislation and regulation. 

In their desire to get a better deal 
from the marketplace, the American public ap­
parently accepted the initiatives and philosophies 
of these reformers and supported the development 
of a burgeoning bureaucratic infrastructure to aid 
and abet the newly minted laws. The huge number 
of federal, state, local, and corporate consumer af­
fairs offices created in the 197os1 as well as the 
stepped-up activity of such agencies as the FTC and 
the FCC, were testimony to the success of the con­
sumerism industry. 
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To a public becoming disenchanted 
Consumerism's own watchdogi; 

The new consumerists eventually dis­
covered, however, that Americans would not ac­
cept everything that was pushed at them. The in­
dustry, in fact, ran into a form of consumerism of 
its own. In the late 197os, many responsible indi­
viduals began challenging the need for consumer 
protection initiatives such as seat-belt interlock 
systems and bans on advertising during children's 
TV shows. 

_ with the offerings of consumerism, these business­
oriented groups seemed attractive. The .1980 elec­
tions further indicated a shift in popular attitudes 
toward these groups. 

Even the credibility of Nader himself · ·· 
was challenged. He was sharply criticized in 1977 
for publicly castigating a former colleague, Joan 
Claybrook, after she became head of the National 
Highway Traffic Safety Administration and ap­
proved a delay on requirements for auto air bags. 
Moreover, his group's efforts to organize Fight to 
Advance the Nation's Sports (FANS), a consumer 
group for sports fans, raised questions about the 
seriousness (or overseriousness) of consumer ac­
tivists.' 

Perhaps the strongest signal of the 
public's reservations came in 1978 when Congress 
voted down a long-standing proposal to establish a 
federal agency that supporters said would represent 
the interests of consumers within the federal bu-
reaucracy. 

The events of 1977 and 1978 clearly 
indicated a fundamental problem facing consumer 
organizations: only when the populace didn't feel 
greatly inconvenienced but did feel endangered 
would the "consumer interest" label sell. In the 
case of seat-belt interlocks, many people apparently 
found the personal inconvenience costs too high; 
in the case of a consumer protection agency, many 
people apparently saw public costs of these initia­
tives as outweighing public benefits. 

At the same time, many consumer 
activist groups came to be viewed more accurately 
as special interest organizations than as public in­
terest groups. Even though they were promoting 
consumers' special interests, the obvious antibusi­
ness nature of some activist initiatives and positions 
tarnished their image somewhat. 

Of course, increased counterefforts by 
businesses and business associations accelerated this 
closer consideration of the price of consumerism. 
Using advocacy advertising, intensive congressional 
lobbying, highly publicized research reports, and the 
like, individual businesses-as well as groups like 
the Business Roundtable, Consumer Issues Working 
Group, and American Enterprise Institute-entered 
the consumerism industry and attempted to sell 
such concepts as deregulation and industrial 
~ owth. 

Over the past decade, then, the con­
sumerism industry has evolved from a few organiza­
tions selling primarily legislation into an enormous 

·web of organizations and institutions, each trying 
to serve the interests of the purcha6ing. l'!ublic with 
its own distinctive set of offerings. (A recent com-
pilation titled C9ntacts in Consumerism describes 
101 national orgariizations and 630 state and local 
groups with activities designed to serve consumer 
interests.5

) 

As the life cycle of the industry has 
peaked and leveled off, the friendly and not-so­
friendly competition among these entities for do­
nors, supporters, clients, media attention, and pub­
lic opinion has heated up. 

The current scorecard 

The results of several national opin­
ion polls suggest that the public still appreciates the 
benefits of consumerism. Public dissatisfaction with 
the marketplace has remained strong in recent 
years, and positive attitudes toward various reform 
measures have not diminished. 

Five studies conducted by Hiram C. 
Barksdale and William Perreault between 1971 and 
1979 provide evidence of the public's continued dis­
satisfaction with the marketplace and its desire for 
reform. The authors summarize their findings this 
way: "In general, there were no drastic shifts in 
consumer attitudes during the 1970s. While there 
were some important gradual changes, the major 
areas of consumer discontent were substantially the 
same at the end as at the beginning of the decade. 
Furthermore, the level of consumer apprehension 
at the beginning of the 1980s appears to be about 
the same as in 1971." 8 

In 1979 a Marketing Science Institute 
survey showed that Americans saw the balance in 
the marketplace between "buyer beware" and "sell­
er beware" philosophies as more tilted toward the 
former than it had been two years before-when the 
Sentry study of public attitudes toward consumer­
ism had captured proconsumerist views on a broad 
range of issues at their apex.7 

A 1979 study sponsored by Union 
Carbide and a 1980 study sponsored by the Food 
Marketing Institute also suggest that strong latent 
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Consumerism's own watchdogs 

The new consumerists eventually dis­
covered, however, that Americans would not ac­
cept everything that was pushed at them. The in­
dustry, in fact, ran into a form of consumerism of 
its own. In the late 197os, many responsible indi­
viduals began challenging the need for consumer 
protection initiatives such as seat-belt interlock 
systems and bans on advertising during children's 
TV shows. 

Even the credibility of Nader himself 
was challenged. He was sharply criticized in 1977 
for publicly castigating ~ _fo_rmer colleague, Joan 
Claybrook, after she became h;ead of the National 
Highway Traffic Safety Administration and ap­
proved a delay on requirements for auto air bags. 
Moreover, his group's efforts to organize Fight to 
Advance the Nation's Sports !FANS), a consumer 
group for sports fans, raised questions about the 
seriousness lor overseriousness) of consumer ac­
tivists.4 

Perhaps the strongest signal of the 
public's reservations came in 1978 when Congress 
voted down a long-standing proposal to establish a 
federal agency that supporters said would represent 
the interests of consumers within the federal bu­
reaucracy. 

The events of 1977 and 1978 clearly 
indicated a fundamental problem facing consumer 
organizations : only when the populace didn't feel 
greatly inconvenienced but did feel endangered 
would the "consumer interest" label sell. In the 
case of seat-belt interlocks, many people apparently 
found the personal inconvenience costs too high; 
in the case of a consumer protection agency, many 
people apparently saw public costs of these initia­
tives as outweighing public benefits. 

At the same time, many consumer 
activist groups came to be viewed more accurately 
as special interest organizations than as public in­
terest groups. Even though they were promoting 
consumers' special interests, the obvious antibusi­
ness nature of some activist initiatives and positions 
tarnished their image somewhat. 

Of course, increased counterefforts by 
businesses and business associations accelerated this 
closer consideration of the price of consumerism. 
Using advocacy advertising, intensive congressional 
lobbying, highly publicized research reports, and the 
like, individual businesses-as well as groups like 
the Business Roundtable, Consumer Issues Working 
Group, and American Enterprise Institute-en.tered 
the consumerism industry and attempted to sell 
such concepts as deregulation and industrial 
growth. 
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Washington political arena. They can generally .be 
characterized as moderate to liberal in terms of the 
amount of social change they seek to achieve. They 
typically focus on legislation, institutional reform, 
consumer representation, enforcement of consumer 
protection laws, and consumer education. 

Many of the nationals' products­
especially legislation-haven't been selling well re­
cently. Some groups have had fund-raising prob­
lems as a result. For example, Ralph Nader's Public . 
Citizen reportedly raised $1.3 million in 1977 but 
only a little less than $1 million in 1978.11 As Exhib­
it II suggests, the legislative victories of these 
groups have diminished in recent years. They have 
lost battles over the consumer protection agency, 
automobile air bags, the powers of the FTC, and 
other issues. 

These losses, coupled with cutbacks 
in federal funds for public participation in rule 
making (and for rule making in general), indicate 
that institutional reform, consumer representation, 
and consumer protection law enforcement have not 
been particularly successful products for the na­
tionals. Recent court decisions restricting the filing 
of consumer class action suits have created addi­
tional problems for them.12 

The "feds." This category includes all 
the federal agencies with programs designed to en­
hance the purchasing public's welfare-the FTC, 
FDA, Consumer Product Safety Commission, Office 
of Consumer Affairs, Office of Consumers' Educa­
tion, and others. As government institutions which 
purport to serve the masses, they generally cannot 
promote major structural reforms and must remain 
reasonably moderate-although critics of FTC ini­
tiatives in recent years might view this agency as 
having been ultraliberal or even radical in its 
outlook. 

These organizations have primarily 
been selling consumer protection law enforcement, 
consumer education, and redress assistance. Recent­
ly they have encountered difficulty selling enforce­
ment to the public and to Congress, but they have 
been reasonably successful at obtaining support for 
their educational and complaint-handling programs. 

The "deregulators." Much of the re­
sistance the federal agencies have encountered 
when encouraging enforcement can be attributed to 
the deregulators. Although certain nationals and 
the FTC were the original enthusiasts for deregula­
tion of the airlines, railroads, trucking industry, and 
legal and other professions, groups such as the 
American Enterprise Institute, U.S. Chamber of 
Commerce, Business Roundtable, and Consumer 
Alert-along with companies like Mobil and R.J. 
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-lleynolds-have taken the lead in advocating dereg-
ulation for many more sectors. ~-

The deregulators are among the most 
conservative competitors in the consumerism in· 
dustry. They seek major structural reforms that 
would cause a sharp tum in the federal govern­
ment's role-back to the less intrusive position it 
held before the recent resurgence of consumerism. 
And currently their efforts seem to· be p~ying off. 

The·· "locals." This category includes 
public and private organizations that focus on local 
issues and serve relatively small constituencies or 
memberships. Groups range from the largely cam­
pus-based, Nader-inspired Public Interest Research 
Groups (PIRC) to active local consumer protection 
offices in places like Dade County, Florida and 
Montgomery County, Maryland. Also in this cate­
gory are the numerous "action line" operations of 
local newspapers and broadcasters. 

In the framework of "solutions re­
quired" (see Exhibit I) most of these groups tend to 
be moderate or perhaps liberal in outlook, only oc­
casionally seeking major structural changes. They 
tend to promote legislation, consumer protection 
law enforcement, consumer education, and redress 
assistance. 

Many of the locals have been more 
successful lately than their counterparts among the 
nationals or feds, in part because they concentrate 
on and serve a much more homogeneous market 
than other organizations. Stronger protection legis­
lation than what exists on the federal level is on · 
the books in Massachusetts, New York, New Jersey, 
and other states because of successful selling by the 
locals. Active consumer education and complaint· 
handling programs in these jurisdictions are fur­
ther evidence of their power. Whether these activ­
ities can continue in the wake of local tax-reduc­
tion efforts such as California's Proposition 13 and 
Proposition 2¼ in Massachusetts remains to be seen. 

The "coops." These organizations 
(whether legally organized cooperatives or not) pro­
vide mechanisms through which people can pool 
their resources to obtain better information and/or 
better buys than they could otherwise. Some coops 
are national (Consumers Union-the publishers of 
Consumer Reports-is one and the national for­
profit buying service Compucard, another). How­
ever, most coop retail organizations are local-for 
example, Chicago's Hyde Park Cooperative, Cam­
bridge's Harvard Cooperative Society, and the 
Greenbelt Cooperative in Maryland. 

Inflation has spurred the growth of 
local coops (especially food coops where members 
volunteer working time!, since many people have 
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• A bill to establish a consumer protecllon agency never passed 
both houses of Congress and receive presidential approval. 

Source : U.S. Chamber of Commerce . as published in the 
Washington Post, January 13. 1980. 

become willing to trade their time for lower prices. 
The coop movement has also spread in the form of 
small local operations like neighborhood babysit­
ting networks or day-care centers. 

These organizations range from the 
conservative to the liberal. Some promote coopera­
tive activity as a way to inject increased competi­
tion into a market, while others promote it as a 
vehicle for circumventing or challenging the pow­
er of big business. 

In general, the coops seem to be doing 
reasonably well in selling their services. One recent 
report estimates that one in three Americans be­
longs to a cooperative of some type. And the 1980 
opening of the National Consumer Cooperative 
Bank-a quasi-government institution that can re­
ceive up to $300 million in federal funds over the 
next five years to lend out to various sorts of coops 
-gives the cooperatives a base from which to ex­
pand their market share. 

The "corporates." Many corporate 
consumer affairs offices sprouted during the past 
decade. They aim to resolve consumer complaints, 
conduct consumer education efforts, and serve as 
advisers to top management in making decisions 
about product safety features, advertising claims, 
and so forth. 

Although consumer affairs offices in 
companies such as Giant Food and J.C. Penney have 
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apparently had considerable influence on the pol­
i:!'.!S and actions of their companies, several recent 
studies suggest that most of these offices owe alle­
giance to their companies first and their customers 
second.18 (Indeed, where should the hearts of cor­
porate consumer affairs personnel lie? Some con­
flicts of interest seem inevitable.) 

Whatever their formal mission, many 
consumer affairs specialists believe that it's their re­
sponsibility to keep the company ollt 0£. trouble 

. via complaint-handling and educational activities. 
In a sense, these personnel ·have had difficulty-sell­
ing consumer representation to corporate execu­
tives. They have, however, been reasonably success­
ful at selling redress assistance and consumer educa­
tion to the public. 

For instance, a recent Conference 
Board study found that the use of corporate com­
plaint-handling services has increased markedly in 
the last few years.14 Although this surge could be 
a sign that customers have become less satisfied 
with products and services, we think it more likely 
that improved complaint-handling processes have 
made it easier for people to voice complaints and 
have elevated public expectations about the likeli­
hood of getting results. 

(Alan R. Andreason and Arthur Best, 
however, reported in 1977 that less than half of 
customers they surveyed who had complaints about 
products took their objections to the seller or maker. 
And of those who did, about one in three consid­
ered the outcome of such efforts unsatisfactory.15) 

The "anti-industrialists." The groups 
and individuals in this category are the most radical 
members of the consumerism industry. Organiza­
tions such as Congress Watch (part of the Nader 
network), the Institute for Policy Studies, and the 
Interfaith Center on Corporate Responsibility com­
prise this sector, along with writers Mark Green, 
Richard Barnet, Timothy Smith, and others. They 
are selling citizen control of corporations (through 
federal chartering), controlled use of technology 
(e.g., "no nukes"), slower economic growth, stronger 
environmental protection, and several other causes 
that are somewhat difficult to label (e.g., demar­
keting of infant formula in less developed nations). 

Recent setbacks-for instance, the 
lukewarm reception of ' 'Big Business Day" in April 
1980 and the defeat of an antinuclear referendum 
in Maine in the same year-suggest that the prod­
ucts of the anti-industrialists are not selling. How­
ever, one must keep in mind that more than 4oo/o 
of the voters supported the Maine antinuclear 
proposition, while millions showed their support 
for stopping nuclear power following the Three 
Mile Island accident. 
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Furthermore, public opm1on surveys 
such as the 1979 Union Carbide study cited earlier 
continue to show significant public concern about 
the extent of corporate power in the United States. 
Clearly, the ideas -of the anti-industrialists are well 
received by many. 

The "reindustrialists." Scholars like 
sociologist Amitai Etzioni and companies like 
Union Carbide have begun selling reindustrializa­
tion as somewhat of a competitor to anti-industrial­
ization. These more conservative voices are calling 
for increased industrial growth, wider investment 
in technologically advanced production facilities, 
more emphasis on hard work and productivity, and 
less reliance on regulation. (There is a lot of 
overlap between the reindustrialists and the de­
regulators.) 

The results of the 1980 elections and 
of a 1980 Union Carbide survey on growth both 
suggest that the public is ready to accept tax incen­
tives and other growth policies to make reindus­
trialization happen.16 

Considering the future 

Serious observers of the consumer 
movement differ widely in their predictions of 
where consumerism is headed. Futurist Graham 
Molitor, former Washington representative for Gen­
eral Mills and a longtime careful analyst of con­
sumer protection activities throughout the world, 
sees pressures welling up for the U.S. government 
to adopt many of the liberal consumer protection 
measures enacted in the Scandinavian countries 
and in liberal states like Massachusetts.17 On the 
other hand, consumer economists Robert 0 . Herr­
mann and Rex H. Warland, who have written ex­
tensively on the subject, believe that the move­
ment has entered a long, slow decline in its life 
cycle.18 

Our own view lies between these two 
positions. We see consumerism remaining in a ma­
ture, active stage-experiencing neither substantial 
growth nor serious decline-throughout the 1980s 
if not longer. In sharp contrast to the situation ten 
years ago, we sense that consumerism is no longer 
the exclusive domain of the traditional movement. 

As we noted, the number of suppliers 
of consumerism's products has increased, and 
brands and offerings have fragmented. Further, 
many once-innovative ideas like improved redress 
have become institutionalized within businesses 
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and through local governments and consumer 
organizations. 

We should add that these chrnges are 
not necessarily unhealthy for the spirit of con­
sumerism. We see this fragmentation as something 
that will help the movement endure and overcome 
the failures of some of its individual organizations. 
In the same way that companies seek to extend the 
life cycles of their products and brands, the con­
sumer movement can find creative striltegies for 

· · remarketing its products. 
Our . prediction is influenced greatly -

by current thinking on social movements. To main­
tain their vitality, social movements require or­
ganizations capable of mobilizing resources rather 
than just mass discontent. In this light we will now 
examine the prospective staying power of the con­
sumer organizations discussed earlier. 

Managing 'free riders' 

All social-movement organizations 
must deal with what economist Mancur Olson has 
labeled the "free rider" problem.19 They must find 
a way to get the support and funding of people who 
would reap-without paying-many of the benefits 
such organizations might spur. For example, an or­
ganization pushing product safety legislation must 
convince people to support it even though the pub­
lic will benefit from passage of such legislation with­
out contributing anything to the organization. 

In marketing terms, the free rider 
problem becomes one of formulating attractive 
products or offerings for which people will pay a 
price. Generally, products that provide direct, per­
sonal benefits (such as services or assistance) sell 
better than those that merely provide indirect, col­
lective benefits (such as promises to fight for legis­
lation or stricter law enforcement). 

Social movement organizations usu­
ally find this to be true, though for a long time 
many of the national consumer organizations got 
around the free rider problem without providing 
direct, personal benefits. Using publicity-generating 
devices such as lawsuits, boycotts, congressional 
testimony, and controversial research studies, many 
organizations were able to spark enough interest in 
their activities to get large numbers of people to do­
nate small sums or to pay nominal dues. They also 
used direct-mail solicitation with considerable suc­
cess. These organizations were able to get people to 
buy promises because the price was very low and 
because the promises were usually kept. 

At that earlier stage of consumerism's 
life cycle, broad generic benefits were still rather 
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distinctive-and there were few organizations pro­
moting such services and activities. As fragmenta­
tion occurred, the nationals became less able to keep 
their promises about such issues as new legislation 
or court cases and consequently were less success­
ful in raising funds. Further, with more and more 
organizations using direct mail, consumers are less 
likely to donate to any single cause. 

Assessing the brands 

To use the marketing analogy, more 
narrowly segmented brands focusing on specific 
consumer benefits have supplanted some of the 
more broadly oriented early entrants. 

Unless the nationals begin selling 
more than promises, they may find the 1980s to 
be a bleak period. Although a few of these groups 
could experience a short resurgence as the conser­
vative Reagan administration provides a target 
against which to rally support, we think that many 
of them are due for hard times if not extinction. 

On the other hand, locals and coops 
appear to have a reasonably bright future in the 
1980s. These groups can overcome the free rider 
problem by selling redress assistance, education, in­
formation, and services from which people receive 
direct, personal benefits. People are willing to ex­
change tax dollars, membership dues, subscription 
fees, and the like for these benefits. 

We believe that the 1980s will see the 
growth of many more organizations like the Wash­
ington Center for the Study of Services, which pub­
lishes the quarterly Washington Consumers' Check­
book report on the attributes of local auto repair 
dealers, plumbers, roofers, doctors, and other pro­
viders of consumer services. 

The fate of the remaining types of 
consumerist organizations is more difficult to pre­
dict. Forecasts are shaky about the deregulators and 
reindustrialists, though business support is likely to 
keep them out of severe financial difficulties. 
Whether these groups can continue to attract strong 
public support for their ideas will depend on a host 
of factors, including the ability of deregulation 
to fulfill its promise of reducing prices and in­
creasing productivity. If not, there may be calls for 
"reregulation." 

Difficulties also arise in predict­
ing the status of the feds, corporates, and anti-in­
dustrialists. The redress assistance and consumer 
education activities of the feds and corporates 
should by themselves help support most of these 
organizations, but how successful these groups will 
be in rallying support for their other activities llike 
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law enforcement and top-management advising) is 
binder to project. 

It is also hard to predict whctt the 
anti-industrialists will achieve, though we think 
that they too will be able to stay in business. Most 
of these groups are built around single issues about 
which some segment of the public will probably re­
main (or become) strongly agitated. These organiza­
tions should be able to obtain financial support 
from church groups and from small donors aroused 
_b_y crises like "Three Mile Island" or "Love 'canal." 

Evolution &. survival 

Ultimately, the future of each con­
sumerist organization depends on how well it 
adapts and responds to certain trends in America's 
society and economy. 

Key among these are inflationary pres­
sure and the depletion of energy resources. Both of 
these worries tend to increase consumer dissatisfac­
tion with the marketplace and therefore to aid the 
cause of consumerism. If inflation and energy short­
ages cannot be stemmed, then coops will prosper 
(to help people obtain scarce goods at lower prices) 
and the conservation-oriented anti-industrialists will 
gain appeal. 

Under inflationary, energy-scarce cir­
cumstances, the anti-industrialists might call for 
structural reforms in marketing, promoting them as 
devices to lower consumer costs and conserve re­
sources. Such reforms would be designed to force 
less product differentiation, less advertising and pro­
motion, and less use of other marketing approaches 
that they believe encourage inflation and wasteful 
consumption. 

At the same time, if inflation becomes 
a way of life, "pocketbook consumerism" will be­
come central. All consumer-related organizations 
will have to concentrate on demonstrating that their 
proposals translate into money or time savings for 
the purchasing public. 

If, however, the supply-side policies 
of the Reagan administration-with their emphasis 
on deregulation and tax incentives for reindustrial­
ization-prove effective in squelching energy short­
falls and inflation, Americans might see a different 
trend. Latent demand for consumerism would like­
ly remain, because a victory over inflation would 
probably raise people's expectations about what 
they should receive from the marketplace. 

We would expect some consumers, 
freed of the need to spend their time and energy 
developing inflation-survival skills, to pursue the 
causes of improved product safety and durability, 
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environmental protection, and so forth. Other con­
sumers would likely continue to use the service:. of 
the locals, corporates, and coops to get the best deals 
possible or to pursue redress from deceptive and 
unfair sellers. And, of course, the ideas of the de­
regulators and reindustrialists would be in vogue; 
one could expect these groups to push proposals 
such as the elimination of corporate income taxes 
or the removal of many antitrust laws. 

In sum, we foresee a quieter but still 
active consumer movement during the 1980s. We 
think the public will shift from its ·past role as 
largely cheering spectators to one of active par­
ticipants. We envision participative consumerism 
as a major characteristic of the marketplace. 

The daily behavior of many people 
will be influenced by consumerist issues; we expect 
consumerism to entail a great deal of activity by 
people on their own-like consumer education, con­
sumer information, redress assistance, cooperative 
buying, and home-grown products. On the other 
hand, we anticipate much less activity propelled by 
national organizations and their leaders. 

The only reasons, in our opinion, for 
the protest aspect of consumerism to reach the in­
tensity it achieved in the past would be either via 
dramatic near-disasters {such as Three Mile Island) 
or if deregulation and reindustrialization fail mis­
erably at checking inflation and energy problems. 
If these ugly events occur, then-we believe-the 
slow-growth and conservation-oriented views of 
.those we have labeled anti-industrialists will be 
heard frequently. 

What can business do? 

Business has three strategies avail­
able to it for coping with the mature, fragmented 
consumerism of the 1980s. It can: 

I Try to accelerate the decline stage of 
the movement by attempting to re­
duce demand for consumerism. 

2 Compete in the consumerism indus­
try. 

3 Cooperate with nonbusiness competi­
tors in the consumerism industry. 

Of course, each of these strategies has 
strengths and weaknesses. Attempting to reduce de­
mand would lead a business to concentrate on im­
proving product quality, expanding services, lower-
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ing prices, toning down advertising claims, and tak-
.. ing other actions to reduce the causes of consumer 

dissatisfaction. Such a strategy is cons)itent with 
the marketing concept, and at least some of the pub­
lic would respond positively to this strategy. But if 
pocketbook concerns dominate, improved product 
quality and expanded services may find only lim­
ited consumer support. 

Furthermore, a company that relies 
solely on the good efforts and intentio~s of its mar­
keting program to cope with the consumer move­
ment is flirting .with trouble. One can never tell 
when unanticipated events like a computer break­
down in customer services or the discovery of un­
ethical activities on the part of a competitor {and 
consequent tainting of the industry) can make a 
business the target of customer complaints, con­
sumer agency investigations, or other actions. Nor 
is it possible to be certain how high customer ex­
pectations may have been elevated by a company's 
previous fine performance. 

If a business chooses to compete in 
the consumerism industry, it can follow one of two 
routes. (1) An active consumer affairs department 
can offer redress assistance and consumer education. 
This approach will work as long as buyers believe 
in the department and do not see it merely as a 
public relations gimmick. At this stage of consum­
erism's development, "cosmetic consumerism" is 
unlikely to be successful. (2) A business can fund 
and/ or coordinate activities designed to sell dereg­
ulation, reindustrialization, and other probusiness 
causes. Companies can donate to the American En­
terprise Institute or run advertisements to publl­
cize survey data showing that Americans favor eco­
nomic growth {as Union Carbide has done). While 
this type of effort can be effective, it can also annoy 
and anger some members of the public. 

· If following a strategy of cooperating 
with nonbusiness competitors, a company might 
assist government agencies, nonprofit organizations, 
and coops in selling the latter groups' consumerist 
offerings. A business can give financial assistance, 
provide access to facilities, or lend managerial and 
creative talent to consumer education and other 
programs. This approach can improve relations 
with consumerists and generate favorable low-cost 
publicity but may also generate suspicion that the 
company is trying to co-opt the organization it is 
supporting. And obviously there are some organiza­
tions whose views may be so opposed to those of 
a particular company that it could not cooperate 
with them. 

We believe that, for most businesses, 
the optimal approach involves elements of all three 
of the strategies we cite. A good approach entails a 
combination of purchaser-oriented marketing, re-
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liable and sincere consumer affairs departments, 
and selected cooperative ventures with external 
organizations. 

In conclusion, let us suggest that busi­
nesses monitor, understand, and be sensitive to 
trends in public attitudes, particularly public re­
sponses to consumerist offerings. Businesses should 
recognize the difference between serving the public 
interest and pursuing their own narrower interests. 
Corporations should also work to present their own 
viewpoints on relevant consumer issues las General 
Foods did in a recent campaign on national nutri­
tional policy). 

A gap still exists between promises 
and performance-a gap that fuels proconsumerist 
sentiment. But, for companies working to narrow 
that gap, consumerism remains an opportunity rath­
er than a threat. 

Consumer movement 

References 

I. Philip Kotler, "What Con· 
aumcrism Means for Marketers," 
HBR May-June 1971, p. 48; and 
Stephen A . Grcyscr, "Marketing 
and Responsiveness to Consum­
erism," Journal of Contemporary 
Bwine.ss, Autumn r9n ; "Market­
ing and the Future : The Response 

- to Consumerism," Adveri,ing 
Quarterly, Autumn r974 ; and · 
preface and epilogue, 
Understanding and Meeting 
Consumerism 's Challenge., , 
HBR reprint aeries, 1971 . 

2. Sec Mayer N. Zald and 
John 0 . McCarthy !eds.). The 
Dynamics of Social Movements 
(Cambridge, Mass .: Winthrop 
Publishers, 1979} ; and sec Joel F. 
Handler, Social Movements and 
the Legal System (New York: 
Academic Press, 1978}. 

3. Sec Esther Peterson, 
"Consumerism as a Retailer'• 
Asset," HBR May-June 1974, p . 91 . 

4. See Marc Lecpson, "Consumer 
Protection : Gains and Setbacks," 
Congressional Quarurly, 
1978, p. u3 (editorial reaearch 
repon, 1978, vol. 1, no. 7} . 

5. Ann P. Harvey (ed .), Contacts 
in Consumerism : 1980-1981 
(Washington , D.C.: Fraser/ Asso­
ciates, 198o}. 

6. Hiram C. Barksdale and 
Will iam D . Perreault, "Can 
Consumers Be Satisfied ?" 
MSU Bwine.ss Topics. 
Spring 198o, p . 19. 

7. Opinion Research Corpo1ation 
"caravan studies" for MSI ; 
Louis Harris survey for 
Sentry Insurance Company. 

8. The Vital Consensus : AmeriC<llI 
Attitudes on Economic Growth 
(New York : Union Carbide, 1979) ; 
and Supermarket Trends: 1980 
Update (Washington, D.C.: Food 
Marketing Institute, 198o). 

9. Sec "purview," PR Reporur, 
January 1981, p. 1. 

JO. John 0 . McCanhy and 
Mayer N. Zald, "Resource 
Mobilization and Social Move• 
mcnts : A Panial Theory," 
American /ournal of Sociology. 
May 1977, p . u30. 

II. Sec Timothy B. Clark, 
"After a Decade of Doing Battle, 
Public Interest Groups Show 
Their Age," National /ournal , 
July u , 198o, p. 1139. 

12. Sec Consumer Class Actions 
(Washington , D.C. : American 
Enterprise Institute, 1977}. 

139 

13. Sec Richard T . Hise, Pete1 L. 
Gillett, and J. Patrick Kelley, "The 
Corporate Consumer AH airs Effort," 
MSU Bwine.si 'iopiu'-
Summcr 1978, p . 17; ace also 
Claes Fornell, Consumer Input for 
Marketing Decisions : A Study of 
Corporate Departments for Con­
&umer Affairs (New York : 
Pracgcr, 1976} . 

14. See E. Patrick McGu ire, 
"Consumerism Lives ! . .. and 
Grows," Across th e Board. 
January 198o, p. 57. 

15. See "Consumers Complain : 
Docs Business Respond !" 
HBR July-August 1977, p. 93 . 

16. Adversaries or Allie., I American 
Attitudes on Busine.ss. Government 
and Growth (New York : Union 
Carbide, 198o}. 

17. Graham T .T . Molitor, 
" Consumer Policy Issues: Global 
Trends for the 198os," in 
Kent Momoe {ed.), 
Advance., in Consumer Re.search, 
vol. 8 (Ann Albor, Mich .: Asso­
ciation for Consumer Research, 
1981). 

18. Sec their paper, " Docs ~n­
sumcrism Have a Future ?" 
in Norlecn M. Ackerman (ed .}, 
The Proceedings of the 26th 
Con ference of the American 
Council of Consumer Inure.its 
{Columbia, Mo.: ACCI, 198o}, p. 11. 

19. Mancur Olson, The Logic of 
Collective Action {Cambridge: 
Harvard University P1ess, 1965} . 





To: Bob 
From: Pat 

Subject: 

lJNITFD S'I /\TI-.S 
OfT l(T OF CO NS I IMFH ;\J,l,J\ll{ S 

Wa~l111 q• l •lf1 , I) (' _ .'( 1~01 

MEMORANDUM 

Steev~ Joe Dawson 
Faley\'ehrough RogerA~att 

VK's Appearance before the National 
Association, January 11, 1982 

Re taiJ Me rchants 

I met with Tracy Mullin of the National Retail Merchants Association (NRMA) 
last week. Tracy is in charge of putting together the consumer affairs 
session over which Virginia will preside at NRMA's 71st Annual Convention 
at the New York Hilton, January 11 from 2:15 to 3:30. 

'!'racy has had some difficulty stimulating interest in consumer affairs 
among her member stores. Therefore she would like to have Virginia direct 
her session to address the issue "The Profitability of the Consumer 
Affairs Department." (This is pending approval from her New York office.) 
The format would have Virginia open with a 15 minute speech, then lead 

a panel of our choosing for 50 minutes, then sum up and close the session. 

Before I spend time looking for panelists to fit the bill, I thought 
I'd better see if this idea agrees with you. Please let me know this 
week, if possible. 

c.x:tober 5, 1981 
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TIIE \V III TE l!O lJ SE 

WASHI N GT ON 

August 28, 1981 

Dear Ms. Mullin: 

Thank you so much for your kind invi­
tation to address the consumer affairs 
session of NRMA's 71st Annual Conven­
tion on Monday, January 11th in New 
York. 

I am delighted to accept and look f or­
ward to the opportunity of address ing 
your association. A bio and picture 
is e nc losed for i n forma tion purpo s es, 
and please feel free to contact my 
staff for a ny further assistance you 
may ne e d. 

Sincerely , 

Virginia H. Knauer 
Spec ial Assistant to the President 

Enc losu res 

Ms. Tracy Mullin 
Vice President and 

Associate Director, 
Governmental Aff airs 

National Retail Merchants Association 
1000 Connecticut Avenu e , NW 
Washington , DC 20036 



National Retail Merchants Association 

July 24, 1981 

Honorable Virginia Knauer 
Special Assistant to the President 
Old Executive Office Building 
17th Street and Pennsylvania Avenue, N.W. 
Washington, D.C. 20500 

Dear Mrs. Knauer: 

nnma 
1000 Connecticut Avenue, N .W. 
Washington , D.C. 20036 
202/ 223-8250 
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On behalf of the National Retail Merchants Association, 
I want to extend a warm invitation to you to address the consumer 
affairs session during NRMA:'s 71 s t Annual Conve ntion, January 10 
to 13 at the New York Hilton Hotel. The session, which is sched­
uled for Monday, January 11 from 2 :15 until 3:3 0 p.m., is tradi­
tionally one of our most popular and best attended sessions. 
With past years as a guide, we can anticipate an audience of 
approximately 350 to 400 delegates. 

Historically, this session has been used as a forum for 
a dialogue between leading retailers and consumer advocates. How­
ever, if you are able to accept this invitation, we would like to 
work with you and your staff to structure a session which is most 
conducive to the message you wish to convey. After hearing your 
remarks at the recent MACAP meeting in Arlington, I was impressed 
with the very great challenge your new position presents. I think 
our consumer affairs session could help you meet that challenge 
by providing you with a unique opportunity to enlist the support 
and assistance of a perceptive, knowledgeable and diversified 
audience. 

As you know, NRMA is the nation's largest trade associa­
tion for the general merchandise retail industry. Our members 
operate 40,000 department, chain and specialty stores across the 
country. Their annual sales are in excess of $120 billion and they 
employ nearly 3 million workers. 
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Honorable Virginia Knauer 
Page two 
July 24, 1981 

I hope you or your staff will be in touch with me if you 
have any questions about NRMA, our Annual Convention or this invi­
tation. I know your remarks would add immeasurably to the success 
of our Convention. 

TM:edr 
CC to: Patricia Faley 

Sincerely, 

~~l~ 
Vice President, Associate Director 

of Governmental Affairs 



National Retail Merchants Association nnm1 
1000 Connecticut Avenue, N .W. 
Washington , 0 .C. 20036 
202/ 223-8250 

Mrs. Virginia Knauer 
Special Assistant to the President 
Old Executive Office Building 

January 5, 1982 

17th Street and Pennsylvania Avenue, N.W. 
Room 436 
Washington, D.C. 20500 

Dear Mrs. Knauer: 

I am taking this opportunity to send you the speaker's badge you 
will need in connection with your participation at the NRMA Convention 
Session, 11 Is Consumerism Dead? 11 scheduled from 2:15 to 3:30 p.m. in the 
Rendezvous-Trianon Room of the New York Hilton Hotel, Monday, January 11. 

are aski b sess~oA panel~s t s to a 
r.d OP of. tne Hi~ton no 
un fo r- a br-ief ch~t. 

On behalf of NRMA, we greatly appreciate your participation in 
this session, and I personally look forward to seeing you again next week. 

Sincerely, 

~a~~ Tracy M in 
Vice P sident, Associate 
Direc or of Government Affairs 

TM/pmm 
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