Chapter 2
Consumer Health

In 2012, New York City Mayor Michael Bloomberg proposed a ban on sugary dinks
(e.g., sodas, teas, and energy drinks) larger than 16 oz. in restaurants, delis, sports
arenas, movie theaters and food carts.! The bold public health decision was made in
an effort to curb obesity and diabetes rates in the city, where more than half of the
adult population was overweight or obese.> While some lauded the measure for its
health-promoting intentions, many others believed that the policy would harm small
business profits and too severely limited the freedom of consumers to make their
own choices.? Ultimately, the state’s highest court overturned the measure.* Despite
the failure of the ban in New York City, the proposition highlighted an increasing
focus on the role of foods and beverages—and sugary drinks in particular—in the
obesity epidemic.

Coupled with regulatory threats, food and beverage companies also increasingly
faced more health-conscious consumers, as well as public health campaigns on the
consequences of high-calorie food and drink consumption—and it was clear these
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combined forces were taking effect.’ In a study published in 2014, researchers noted
that overall caloric intake had declined between 2003 and 2011.° What’s more, they
discovered that the decline was strongest in children and was disproportionately due
to changes in beverage consumption rather than food.” Interestingly, the overall
liquid refreshment beverage market had grown between 2010 and 2015, due to
growth in bottled water, sports drinks, energy drinks, and teas and coffees.® By
2015, sales of full-calorie soda in the US had gone down by more than 25 % over
the previous 20 years.’ (See Exhibit 2.1 for US bottled water and soda consumption
per capita over time.)

Exhibit 2.1: US Soda and Bottled Water per Capita Consumption (Gallons)
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Marketing Directory,” Marketing Beverage Corporation, pp. xxi—xxv, accessed
February 2016.

Large soft drink companies responded in different ways to these market chal-
lenges. In 2015, many public health experts accused The Coca-Cola Company
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(“Coke”) of funding misleading public health research to disguise the role of soft
drinks in the obesity epidemic. In particular, a non-profit group called the Global
Energy Balance Network (GEBN), which placed a research emphasis on the
exercise-related causes of obesity rather than dietary ones, came under fire for
accepting over $1 million in funding from Coke.'° Following several media articles
on the relationship between the nonprofit and Coke, Coke’s chief science and health
officer stepped down and GEBN shut down due to lack of funding.'"'> Muhtar
Kent, CEO of stated in the Wall Street Journal, “At Coca-Cola, the way we have
engaged the public health and scientific communities to tackle the global obesity
epidemic that is plaguing our children, our families and our communities is not
working.”!3

In comparison, PepsiCo Inc. (“Pepsi”) took a longer-term approach, becoming
more transparent about its products and seeking new, healthier areas of business. In
2010, it created the Global Nutrition Group, a division of the company which
focused on broadening its product portfolio to create healthier options for consum-
ers." In December 2015, Pepsi announced that it would launch a new food and
beverage vending machine called “Hello Goodness™ in 2016.'% Pepsi stated that “the
vending unit offers good- and better-for-you product choices from the company’s
diverse and highly complementary food and beverage portfolio.”'® (See Exhibit 2.2
for the “Hello Goodness” vending machine.)
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Exhibit 2.2: PepsiCo’s Hello Goodness™ Vending Machine
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Source: PepsiCo, “PepsiCo’s Hello Goodness™ Vending Initiative Offers Diverse
Selection Of Good-And Better-For-You Food And Beverage Products On-The-Go,”
PepsiCo website, December 14, 2015, http://www.pepsico.com/live/pressrelease/
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Pepsi viewed these types of decisions as not only responses to growing public
health concerns, but also growth-creating opportunities.!” Many pointed to Indra
Nooyi, Pepsi’s CEO, as the driving force behind such resolutions. A 2015 Fortune
article on Nooyi stated:

From the start of her tenure she dared to acknowledge what was obvious to everyone out-
side the business but unutterable to those inside it: Junk food makes people fat and harms
their health. Nooyi began emphasizing products that are at least a bit healthier than the
traditional chips and soda—a pivot some observers thought could sink the company. Now
shoppers are proving her right.'s

"Rosabeth Kanter, Rakesh Khurana, Rajiv Lal, Eric Baldwin, “PepsiCo, Performance with
Purpose, Achieving the Right Global Balance,” HBS No. 412-079 (Boston: Harvard Business
School Publishing, 2012).

18 Jennifer Reingold, “PepsiCo’s CEO was right. Now what?,” FORTUNE, June 5, 2015, http:/
fortune.com/2015/06/05/pepsico-ceo-indra-nooyi/, accessed December 2015.



2 Consumer Health 31

Despite Pepsi’s efforts to move in a new direction, a quarter of its net revenue
remained in soft drinks.!” The corporation was not immune to criticism either. Many
public health professionals condemned the entire industry —and especially its larg-
est players—for thwarting public policy efforts aimed at discouraging consumers
from drinking soda.”® Some likened soft drink companies to tobacco companies in
the past.?!

Consumer health meant more than product safety. It included the healthfulness
of the products and services the company sold. Cigarette manufacturers complied
with product safety standards in the production, manufacturing, and sale of their
products; however, these products were still well-documented to be
health-harming.?

The soda industry’s experiences highlighted the consumer health challenges that
many kinds of corporations faced by 2015. Consumers were demanding greater
transparency and healthier products, and, based on inherent qualities of their prod-
uct or service, some corporations were more vulnerable to consumer health issues.
No one expected all corporations to suddenly change their core business offering or
strategy; however, as the juxtaposition of Coke and Pepsi highlighted, some corpo-
rations developed greater competencies to address consumer health challenges,
even in difficult markets.

Further, the examples raised important questions about the future of consumer
health. What role should corporations play in promoting health and wellness through
their products and services? How should a corporation respond to providing a prod-
uct that is less healthy than other available options? What responsibility does the
consumer have in choosing to use or buy a product or service? What role should
schools of public health and medical schools play in educating the public and future
medical leaders on the benefits and risks associated with consumer health? How
should the government regulate consumer products and services? Should regulation
be primarily driven by local or federal authorities? And finally, what role does the
government play in setting and enforcing consumer health standards?
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Why Corporations Advance Consumer Health

There were many drivers behind corporate investments in consumer health. These
included:

Complying with regulation: Consumer safety was a highly regulated arena in
many countries. In the US there were several government organizations that moni-
tored the risks of different products and services to consumers, and pursued action
against corporations that presented consumer risk (e.g., The Consumer Product
Safety Commission, The Federal Trade Commission’s Bureau of Consumer
Protection, the National Highway Traffic Safety Administration, Bureau of Alcohol,
Tobacco, Firearms, and Explosives, the Food and Drug Administration, The Federal
Aviation Administration).

Responding to consumer advocacy groups: Consumer advocacy groups were
both large and small-scale organizations that worked to protect consumer interests;
they established product safety, enforced consumer rights, educated consumers
about product or service risks, and compared products® (e.g., The Center for
Science in the Public Interest, which stated that it “has long sought to educate the
public, advocate government policies that are consistent with scientific evidence on
health and environmental issues, and counter industry’s powerful influence on pub-
lic opinion and public policies.”?*).

Protecting consumer trust: Brand trust was one of many factors that influenced
equity, sales and market share.”® Consumer trust and confidence were measured
globally, as well as by country, industry, and individual company or brand; The
Conference Board, Nielsen, Edelman, and the University of Michigan all measured
consumer confidence or trust in some capacity.?*?”?® Edelman’s research on con-
sumer trust suggested that corporations often built and maintained trust through
integrity, engagement, products and services, and purpose and operations.?
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Avoiding costs and lost revenue: Corporations that produced and sold harmful
products to consumers were at risk for incurring significant profit losses. During a
recall, businesses faced the costs of managing a recall operation, the lost revenues
from the recalled products that they could no longer sell, and weakened brand equi-
ty.* Sales often declined when consumers deemed a product or service as risky.*!
Businesses were also liable for consumer harm and could face litigation costs asso-
ciated with defective products.*?

Improving social responsibility: Corporate support of consumer safety and health
was also part of broader efforts to become more socially responsible. Corporations
pursued social responsibility for a number of reasons, including out of moral obliga-
tion, for brand differentiation, and for consumer engagement.*

Why Corporations Subordinate Consumer Health

Consumer health was not always a top business priority for many reasons; these
included:

Conflict with other business objectives: Oftentimes, promoting consumer health
came into conflict with other business goals such as creating products that filled
consumers’ needs and providing value to shareholders. Barring those in the health-
care industry (e.g., pharmaceuticals, wearable fitness tracking technology), prod-
ucts and services in other industries were primarily created for consumer needs
unrelated to health. This meant that consumer health and safety was not always a
primary objective during design and production.

Furthermore, promoting consumer health could conflict with providing value to
shareholders. In some industries, adding safety features might raise unit production
costs, lowering unit profit margins. Launching new, healthier products that might
cannibalize existing, successful products. Achieving a balance was particularly
challenging in the food industry, where one growing segment of consumers called
for more natural ingredients, while others criticized the recipe changes that modi-
fied their favorite comfort foods.**
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In industries such as tobacco and sugar sweetened beverages, advancing consumer
health could conflict with providing shareholder value. In some cases, there was a
perception that healthier products were or should be more costly, and that only a
minority of consumers-even if educated—would make that trade off. In general,
younger, educated consumers were more willing to pay a price premium for healthier
products and services.*

Lack of regulation and/or enforcement: Regulation and its enforcement were less
rigorous in certain locations and industries. Consumers International, an indepen-
dent global campaigning voice for consumers, had independent consumer organiza-
tions from across the globe as members.* It stated in its 2014 annual survey of
member organizations that a majority of its members “viewed existing legislation as
ineffective in addressing the key causes of consumer detriment they had identified.”’

Issues in Consumer Health

Regulation and Innovation

Regulations related to consumer safety, as well as the regulatory bodies that existed
to enforce them, were created to protect the public from undue risks. In 2015, the
US Consumer Product Safety Commission (CPSC) stated its purpose as:

CPSC is charged with protecting the public from unreasonable risks of injury or death
associated with the use of the thousands of types of consumer products under the agency’s
jurisdiction...CPSC is committed to protecting consumers and families from products that
pose a fire, electrical, chemical, or mechanical hazard.’

CPSC had contributed to a reduction in the number of consumer product-related
accidents and deaths since its founding.* However, regulation also had the potential
to hamper innovation that might support consumer health. This was an ongoing
issue in the automotive industry, where, by 2015, many manufacturers had designed
new technological systems to assist drivers and advance safety. These included
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features to detect other cars nearby, brake automatically to avoid pedestrians, and
make other automatic movements, such as changing lanes.*’ While most of these
safety features aided drivers of manually-driven cars, the potential for driverless
cars was on the horizon—representing a paradigm shift in personal vehicle owner-
ship and operation.

Automakers like Audi and Mercedes-Benz were active in this space, but Google
led the way from a software intellectual property and hardware perspective.*! These
new types of vehicles created questions for regulators. In December 2015, the
California Department of Motor Vehicles announced draft regulations requiring all
driverless cars to have a steering wheel, pedals, and a human driver.*? However,
some of the driverless cars Google had been testing in California did not have any
manual controls (e.g., steering wheels or pedals).* Google spokesman Johnny Luu
said:

In developing vehicles that can take anyone from A to B at the push of a button, we’re hop-

ing to transform mobility for millions of people, whether by reducing the 94 % of accidents

caused by human error or bringing everyday destinations within reach of those who might
otherwise be excluded by their inability to drive a car. Safety is our highest priority and

primary motivator as we do this. We’re gravely disappointed that California is already writ-
ing a ceiling on the potential for fully self-driving cars to help all of us who live here.**

While driverless vehicles carried potential benefits for consumer health, there
were also concerns about unintended consequences. Because the vehicles would
likely be programmed to recognize a pedestrians and avoid hitting them, traffic
congestion might increase in busy walking areas, resulting in increased emissions.*
Further, because cars would have the ability to travel without a passenger, the total
number of rides might increase.*® One commentator wrote:
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Well, if I'm in my driverless vehicle and I can’t find a parking space, I could jump out and
just get it to circulate until I'm ready for it. Which would add to congestion. Or I could drive
to work in the morning, send the car home, and get it to come back for me in the evening,
and then go back in it, so then you’ve got four journeys instead of two.*’

Driverless automobiles highlighted the challenges public sector regulators faced
as a result of rapidly evolving technology. It was often difficult for the regulators to
keep pace with innovation. If they cracked down in an overly heavy-handed fashion,
they were not only potentially blocking the very entrepreneurial initiative that was
America’s competitive advantage, but also potentially halting advancements in con-
sumer health. However, there were genuine concerns that, in some cases, new tech-
nologies could also negatively affect consumer health.

Regulatory Responsibility

In some industries, businesses exerted a greater level of self-regulation, while in
others, government provided substantial oversight. Corporate self-regulation was
sometimes deemed a success, such as in the forestry industry, and other times a
failure, as was the case in the tobacco industry.*®

A 2015 incident involving Volkswagen (“VW?”), a German automobile manufac-
turer, showcased why government-led, regulatory oversight was often necessary.
VW installed defeat devices in its diesel car engines that were able to detect when
regulators were testing the cars, thus enabling the engines to show a lower emis-
sions result in a controlled, testing situation; when the cars were used regularly by
consumers, the engines emitted nitrogen oxide pollutants up to 40 times above US
standards.* Though the investigation began in the US, investigations were opened
across the world in countries such as the UK, Italy, France, South Korea, Canada
and Germany.*® The scandal raised consumer health concerns, as environmental
conditions were known to affect human health.’!

Regulatory matters could still become complicated in industries where the bur-
den for regulation and enforcement fell squarely to government actors, as there were
often multiple levels of regulators and regulatory enforcers (e.g., international, fed-
eral, state, and local organizations) and they could conflict. Such was the case with
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unmanned aerial systems—more commonly known as drones. Drones were aircraft
that did not require a pilot to be present, and could be controlled remotely by the
user. What’s more, consumer drone sales were increasing rapidly in the US —with
some predicting a rise from 1.9 million in 2016 4.3 million by 2020.%

After complaints of drones accidentally hitting people and flying too close to
airplanes, discussions about drone safety and appropriate use increased.”® While
some advocated for better safety features, such as improved crash-avoidance tech-
nology, others advocated for additional regulation.* In the US, federal regulation
around drones had been sparse until late in 2015, prompting state and local govern-
ments to create their own laws promoting safety.>

However, in 2015, the Federal Aviation Administration (FAA) set up the
Unmanned Aerial Systems Task Force to create federal safety and use standards for
drones.>® In the fact sheet it released in December 2015, the agency discussed how
the series of different laws in different places could make drone usage more danger-
ous—a contention that many local governments disagreed with.>” Daniel Garodnick,
a City Council member in New York City stated, “New York City is different from
the cornfields of Iowa. That should be obvious to everyone, but that isn’t reflected
in FA.A. rules.”®

Unintended Consequences

Many consumer products and services had unintended public health effects. Most
products and services outside of the healthcare industry were primarily created to
solve a consumer need unrelated to health—and considering potential health risks
was not always the first business priority. In August, 2014, public leaders told
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residents of Toledo, Ohio to avoid using the tap water after tests revealed pollutants
in the water supply.” Algae blooms, caused by warm temperatures, phosphorus, and
nitrogen, were growing out of control in nearby Lake Erie and created toxins known
to cause neurological deficits in humans.® The nitrogen and phosphorous predomi-
nantly came from agricultural fertilizers.®' Though fertilizers can improve crop yield
for farmers, their use had unintentionally left a city without safe drinking water.

Surfacing unintended consequences could be particularly challenging for newer
technologies, whose risks were not always fully understood at first. Though head-
phones were first patented around 1890, modern headphones were not widely used
until the late 1970s and early 1980s.5> The Sony Walkman, a small, cassette tape
player, was the first, affordable personal music player; it entered the US consumer
market in 1979 and allowed people to listen to their music through headphones.®
By 2015, one was hard pressed to find an American teenager that listened to their
music via cassette tape; however, headphones remained commonplace and were
used with smartphones and other personal audio players.

While consumers gained personal enjoyment from music on-the-go, headphones
came with the risk of hearing loss, which could have negative consequences on
physical and mental health, as well as education and employment.® In 2015, the
World Health Organization (WHO) published a press release discussing how 1.1
billion teenagers and young adults were at risk of hearing loss due to the unsafe use
of personal audio devices and exposure to damaging levels of sound at noisy enter-
tainment venues (e.g., nightclubs, bars and sporting events).® Dr. Etienne Krug,
WHO Director for the Department for Management of Noncommunicable Diseases,
Disability, Violence and Injury Prevention stated,

As they go about their daily lives doing what they enjoy, more and more young people are
placing themselves at risk of hearing loss. They should be aware that once you lose your
hearing, it won’t come back. Taking simple preventive actions will allow people to continue
to enjoy themselves without putting their hearing at risk.®®
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Lobbying

By 2015, businesses spent about $2.6 billion a year on lobbying activities in the US,
causing some to cite concerns that corporate lobbying power could unduly impact
policy-making activities to advance corporate interests.®” A 2015 article in The
Atlantic compared that $2.6 billion a year to what it costs to fund the House of
Representatives and the Senate, $1.18 billion and $860 million a year respectively,
showing that corporations spent more on lobbying than the country did on funding
Congress.®® The US was not the only country to contend with this issue in recent
years. In 2010, David Cameron expressed similar concerns about corporate lobby-
ing activities in the United Kingdom (UK), stating:

We all know how it works. The lunches, the hospitality, the quiet word in your ear, the ex-

ministers and ex-advisers for hire, helping big business find the right way to get its way...I

believe that secret corporate lobbying, like the expenses scandal, goes to the heart of why

people are so fed up with politics. It arouses people’s worst fears and suspicions about how
our political system works.*

Corporate lobbying provided numerous benefits to businesses —from improved
market value to fewer regulatory challenges—and many corporations that were
dependent on regulatory decisions had a lobbying strategy.” Corporate lobbying did
not always lead to abuse, and lobbyists often conducted detailed and specific
research for policy makers. One Business Insider article stated:

The increasing complexity of policy also makes it more difficult for generalist and gener-
ally inexperienced government staffers to maintain an informed understanding of the rules
and regulations they are in charge of writing and overseeing. They typically have neither the
time to specialize nor the experience to draw on. As a result, staffers must rely more and
more on the lobbyists who specialize in particular policy areas. This puts those who can
afford to hire the most experienced and policy-literate lobbyists— generally large compa-
nies—at the center of the policymaking process.”!

Despite the expertise benefits it provided, corporate lobbying could also nega-
tively impact consumer health. One of the earliest examples of this was in the lead
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paint industry. Lead paint was commonly used prior to the 1970s.”? It posed signifi-
cant health risks to those who accidentally ingested it—particularly for children
who might eat paint chips or get paint dust on their hands or toys. By the 2000s, it
was widely accepted that lead paint damaged the brain, kidneys, nerves and blood;
it could also cause behavioral problems, learning disabilities, seizures and death.”
However, in the 1950s, when local public health officials in several cities began to
realize the damaging effects lead paint could have, lobbyists succeeded in disarming
their attempts to restrict its use or warn consumers of its risks.”* Consumer use of
lead paint was not banned by the federal government until 1978, about two decades
after the first actions of local health officials.”

Similarly, US food manufacturers invariably lobbied against any new regula-
tions, and even against new, voluntary standards.”® In more recent history, many
physicians, nutritionists, and public health professionals argued that the US govern-
ment was overly influenced by the food industry when it developed and released the
2015 Dietary Guidelines for Americans.” The guidelines were important because
they not only affected the everyday eating habits of Americans, but they also dic-
tated a wide array of policies and programs (e.g., food label requirements, school
lunch decisions, public nutrition programs, and research grants).”

The American Cancer Society Cancer Action Network, an arm of the American
Cancer Society, released a written statement in response to the guidelines.” The
statement applauded the guideline’s efforts to reduce sugar consumption, but
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expressed frustration with its position on red meat.® It quoted Dr. Richard Wender,
chief cancer control officer of the American Cancer Society, who stated, “The sci-
ence on the link between cancer and diet is extensive. By omitting specific diet
recommendations, such as eating less red and processed meat, these guidelines miss
a critical and significant opportunity to reduce suffering and death from
cancer...”8!

What Is “Healthy”?

By 2015, it was clear that many consumers wanted “healthier” products —especially
in the food industry—and some were willing to pay more for them.®> However,
regulators, corporations, and consumers themselves weren’t always quite sure what
that meant—health was complicated. Furthermore, consumer education was often
required to change behavior, and it was not uncommon for consumers to find con-
flicting information about an industry or product. Consider this phenomenon in the
food industry. Terms such as “local”, “organic”, “natural”, and “non-GMO” (geneti-
cally modified organism) flooded the food market, making the health benefits of
each confusing. Furthermore, many of them, including “natural” and “local” did not
have federally mandated definitions.®*34

In response to consumer demand for more natural ingredients, many food com-
panies began removing additives from their foods.’> However, after Panera Bread
announced that it would remove dyes and additives from its food, Michael Jacobson,
the Executive Director of the Center for Science in the Public Interest, a consumer
advocacy group, stated “But just because something is artificial or its name is hard
to pronounce doesn’t mean it’s unsafe. Some of the additives Panera is ditching are
perfectly innocuous, such as calcium propionate or sodium lactate—so those moves
are more about public relations than public health.”3¢
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Researchers had found that “organic” food did not necessarily denote better
nutritional quality either.’” “You can’t use organic as your sole criteria for judging
nutritional quality,” Crystal Smith-Spangler, a physician and researcher said.®
Vegetables did indeed vary in their nutritional quality, but this was also affected by
their genetic variety, the soil quality, the time at which they were picked, and the
weather.®

By 2016, a large number of foods contained genetically modified ingredients.
For example, many seeds were genetically modified for resistance to herbicides.”
Though many consumers fought the use of these ingredients and demanded the right
to know what was in their food, the U.S. Food and Drug Administration had deemed
GMOs safe and the federal government did not require extra labeling for foods that
contained such ingredients.’!

While the federal government remained silent on required GMO-labels, in 2016,
it appeared likely that some states would pass their own labelling laws. Vermont was
poised to require GMO labels for many foods beginning on July 1, 2016. Though
the law included exemptions—food in restaurants, as well as meats and cheeses,
would not require labels —the law was likely to have far-reaching effects. One arti-
cle stated:

...[the law] will have nationwide implications. Because food manufacturers may not want
to create separate packaging for different regions of the country, or to risk the legal liability
if a non-labeled GMO winds up in Vermont, they will probably adjust their supply chains
far beyond New England.”

As a result of such concerns, in 2016, Campbell Soup Company (“Campbell’s™),
which had previously opposed mandated GMO labelling on food packaging,
announced its support for federally-mandated GMO labelling.* In a statement on its
website, Campbell’s President and CEO Denise Morrison reiterated that Campbell’s
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does not dispute the science behind GMOs and believes in their safety; however,
she explained that some states had passed their own regulations around GMO label-
ling on food packaging, leading to a patchwork of state laws across the country.”
She stated, “Put simply, although we believe that consumers have the right to know
what’s in their food, we also believe that a state-by-state piecemeal approach is
incomplete, impractical and costly to implement for food makers. More impor-
tantly, it’s confusing to consumers.””

Standards differed in the European Union, where stricter labeling was required
for foods that contained GMQs.”® The Food Standards Agency, a government
department in the UK, stated on its website: “The Agency supports consumer
choice. We recognise that some people will want to choose not to buy or eat geneti-
cally modified (GM) foods, however carefully they have been assessed for safety.”’

How Corporations Pursue Consumer Health

Corporations deliberately pursued consumer health in different ways depending on
their product or service, consumers, and their corporate competencies and vulnera-
bilities. Corporate actions to advance consumer health broke down into five main
categories. Some corporations took actions across several areas, while others
focused efforts in one category. These categories were:

1. Enhancing product or service quality: Companies enhanced product and ser-
vice quality through innovative design strategies, healthier ingredients and raw
materials, improved supply chain management, manufacturing and safety
requirements, and redesigned packaging.

2. Re-evaluating sales and distribution decisions: Businesses used sales and dis-
tribution strategies—such as pricing schemes, directed advertising, and narrow
distribution channels—to ensure that the right consumers used products for their
intended purposes.

3. Improving consumer use: Businesses improved customers’ use of their prod-
ucts through detailed instruction, ongoing customer support, and guidance for
appropriate use.

4. Advocating for improved disposal: Companies advocated for more sustainable
and healthful means of product disposal.

5. Advancing broader industry standards: Corporations advanced industry stan-
dards to promote consumer health.

*Ibid.
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“Food Standards Agency (FSA), “GM Labelling,” FSA website https://www.food.gov.uk/science/
novel/gm/gm-labelling, accessed December 2015.

Tbid.



44 2 Consumer Health

Enhancing Product or Service Quality

Design

One of the most common ways that corporations enhanced the health and safety of
their products and services was through product and service design. The Lego
Group, a children’s toy manufacturer based in Denmark, had $4.7B in total revenue
in 2014, making it one of the leading toy manufacturers in the world.”® While Lego
produced both physical and digital products, all products were based on the “the
physical brick experience,” usually requiring children to build the toys themselves
from smaller pieces (often bricks).”

Its physical toy products, the core of its business, had the potential to be health-
promoting and health-harming for children. The toys increased cognitive develop-
ment and dexterity in young children, which could be considered especially
important as many cited concerns that more and more children lacked fine motor
skills due to the increased use of tablet computers, smartphones, and other technol-
ogy for entertainment.'® However, because many of the toys had a large number of
pieces, there were some concerns that children, especially young ones, could ingest
the pieces. Despite these concerns, in 2014, Lego had not had any product recalls
for the five years prior.'”!

Its success could be largely attributed to a company-wide focus on safety, which
included robust product planning and development. (See Exhibit 2.3 for Lego’s
Safety Assessment.) On its website, Lego discussed how it began its pursuit of
safety early in the design process:

We see product safety as the responsibility not only of product safety specialists, but of all
involved in the development process...Product safety specialists interacted with product
designers at the earliest opportunity to ensure that every design is thoroughly evaluated and
assessed in terms of product safety. Product designers are continuously trained in the prin-
ciples of product safety to understand how to proactively incorporate safety into their
designs.'??
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Exhibit 2.3: The LEGO Group Safety Assessment

Each of the more than 2000 raw

T ials are d for chemical
safety and approved before being
used to make LEGO® elements

Mechanical safety tests are carried
out on all new LEGO elements to
ensure that they will not break
during foreseeable use

Our adherance to the strictest global
safety standards and additional
internal requirements has resulted in
zero product recalls since 2009
Approval

of raw
materials

SAFETY

One 2x4 LEGO brick goes
through detailed safety
documentation; 10 checkpoints
in total before it is approved

Each year we interact with more
than 1.6 million consumers. All
product safety-related input is
analysed by our product safety
team to improve future products

LONSUMER
\ERACT/g

Every LEGO model is assessed to
ensure that it does not present a
hazard and a safety evaluation is

completed to ensure a high-quality

play experience

LEGO sets are sent by truck,
ship and train safely packed in
LEGO boxes to stores around
the world, eventually reaching
children all over the world

The size of a LEGO brick must be
accurate to within 40 micrometers of
the official size. In-house quality
controls are conducted to ensure only
the best products leave our factories

Every LEGO product is tested and
certified to applicable toy safety
standards by an accredited third

party to ensure that the products live
up to the strictest global demands

To ensure that no small parts can
unintentionally detach, e.g. a LEGO®
DUPLO® figure, a tension test with the
force of a minimum of 120 Newton is
applied; exceeding regulatory standards

Source: Lego, “SAFE, HIGH-QUALITY PRODUCTS,” Lego website, http://www.
lego.com/en-us/aboutus/responsibility/responsibilityreport2014/impactofthebrick/
safe-high-quality-products, accessed December 2015.

Improving design to improve safety applied not only to consumer products, but
also to services. One service area where this concept had become increasingly
important was in hospitals. Though people typically went to hospitals to improve
their health when they were ill, hospital stays carried the potential to become health-
harming (e.g., hospital-acquired infections, patient falls, and psychological
distress).'% Patient falls were of particular concern for hospitals, as researchers had
found that a patient fall could increase hospital costs by around $13,000 and length
of stay by over 6 days.!* Research showed that about 30 % of patients who fell were
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injured and since 2008, the Centers for Medicare and Medicaid Services (CMS) had
not reimbursed providers for hospital stays that included a patient fall.'*

In response, hospitals redesigned processes and even altered the physical envi-
ronment to reduce fall risks. In 2012, the University Medical Center of Princeton at
Plainsboro opened an entirely new hospital in New Jersey. The medical center had
planned the new hospital for several years prior, and as part of these efforts, it had
created “mock up” patient rooms at its old location to test the effects of different
room designs. When the medical center opened at the new location in 2012, it incor-
porated the most effective design changes to promote safety, including several spe-
cifically aimed at reducing patient falls (e.g., handrails from patients’ beds to their
bathrooms, bathroom doors that opened easily, patient beds that could be lowered to
16 in. off the floor, and a system for contacting nurses if high-risk patients got up
without help).'% Barry Rabner, the president and CEO of Princeton HealthCare
System discussed the positive results, stating, “We had clear data on our perfor-
mance in the old building and have been rigorous in tracking it on an ongoing basis
in the new building. And all of the measures have improved materially.”!”’

Materials and Ingredients

Many corporations improved the health and safety of their products by using health-
promoting materials or ingredients. This trend was evident in the food and beverage
industry, where throughout the late 2000s consumers demanded greater transpar-
ency and more natural ingredients.'”® Market research in 2014 had shown that more
than 60 % of Americans stated that the absence of artificial colors or flavors was
important to their food purchase decisions.!” Many in the industry called this trend
a push for a “cleaner label.”!°

In 2015, General Mills, a US manufacturer and marketer of branded consumer
foods, announced that it planned to phase out artificial flavors from its cereals by
2017.""" At the time, General Mills had 20 % of its business in cereal, and was well-
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known for brands such as Lucky Charms and Trix, which had used artificial flavors
and ingredients,">!"3 General Mills president, Jim Murphy, said, “People don’t
want colors with numbers in their food anymore.”'"* The move was not the first by
General Mills to appease health-conscious consumers. In 2014, it had announced
that its “Original Cheerios” were GMO-free.!'> A large number of other food manu-
facturers and restaurants, including Subway, Pizza Hut, Panera, and Hershey made
similar announcements and vowed to reduce artificial ingredients in their
products. '

Artificial ingredients were not the only targets—many corporations also sought
to reduce fat and sugar in their products. In 2013, The Dannon Company (“Dannon”)
made a 3-year commitment in partnership with The Partnership for a Healthier
America (PHA), a nonpartisan nonprofit organization that works with the private
sector on mitigating the childhood obesity crisis. Dannon pledged to not only
improve the nutrient density of its product portfolio (e.g., increase amount of
Vitamin D), but also to reduce the amount of fat and sugar in its products by June,
2016."7 In 2015, Dannon announced that it had reached its goal to reduce the
amount of total sugar in its products to 23 g or less per 6-oz serving in all products
for children and 70 % of its overall products.''®

Some companies went a step further to not only remove harmful ingredients, but
to reengineer the core purpose of their products. Nestlé, a food and drink company
known for confectionary and frozen dinners, was on a mission to redefine itself as a
scientifically driven wellness company.''? In 2016, a Bloomberg Businessweek arti-
cle showcased how the company hoped to soon offer medical treatments —delivered
through food.'”® By 2016, the Nestlé Institute of Health Sciences employed over
160 scientists focused on new product development. Nestlé Health Science, a sub-
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sidiary with more than 3000 employees, commercialized these new, healthier prod-
ucts.'””! Some would likely require a prescription, while others would be sold
over-the-counter.'” Though questions remained regarding the regulation of such
products, Bloomberg Businessweek wrote:

If this vision is realized, a visit to the family doctor in a decade’s time might end with a
prescription for a tasty Nestlé shake for heart trouble or a recommendation for an FDA-
approved tea to strengthen aging joints. The company would expand from the vending
machine and supermarket to the pharmacy, doctor’s office, and hospital. At the same time,
it would keep its core food and sweets businesses. In other words, Nestlé would sell a prob-
lem with one hand and a remedy with the other.'*

Supply Chain Management

In the food industry, many companies increased vigilance around supply chain man-
agement due to consumer and regulator concerns around contaminants in food—
especially as food industries matured in emerging markets and the food supply
chain globalized.'* In 2015, Dr. Margaret Chan, Director-General of the World
Health Organization (WHO), stated:

Food production has been industrialized and its trade and distribution have been globalized.
These changes introduce multiple new opportunities for food to become contaminated with
harmful bacteria, viruses, parasites, or chemicals. A local food safety problem can rapidly
become an international emergency. Investigation of an outbreak of foodborne disease is
vastly more complicated when a single plate or package of food contains ingredients from
multiple countries.'?

Consumer concerns around food safety were not new; however, they had
increased throughout the late 2000s due to several high-profile food recalls and a
new consumer focus on understanding ingredients and potential allergens (e.g.,
gluten, dairy) in foods.'? In 2007, regulators recalled pet food when 14 pets died
from food contaminated with melamine that had been manufactured in China.'”’
Melamine also contaminated milk products in China in 2008, killing six infants and
making more than 300,000 ill.'*® In addition, many consumers sought confirmation
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of “authenticity” from their food —that is, what they were eating was what they
thought they were eating. In 2013, the media reported that frozen burgers from UK
retailer, Tesco, labelled as beef contained horse meat.'?

However, it wasn’t only global supply chains that presented challenges; some-
times, using more local ingredients also created issues. Chipotle Mexican Grill Inc.
(“Chipotle™), a fast-casual Mexican restaurant, prided itself on fresh ingredients and
producing “food with integrity.”'** Unlike many other fast-food chains, it used local
ingredients and fresh produce.'*' However, in 2015, several disease outbreaks show-
cased that scaling the local food movement could be difficult and even detrimental
to public health. It experienced an E. coli outbreak in nine states, sickening over 50
people in total.'* In a separate incident, more than 140 Boston College students
caught the norovirus after eating at a Chipotle near their campus.'?* The chain was
forced to reevaluate its use of local ingredients —especially fresh produce. Following
these incidents, media reports stated that Chipotle was expected to lower its use of
locally-sourced ingredients and centralize the preparation of most vegetables.'**
Many were quick to point out that Chipotle was moving its practices in the same
direction as many of the other fast-food companies that it had previously
criticized.'®

Safety Testing

Corporations across many kinds of industries pursued consumer health through
enhanced manufacturing processes and product testing. For many of the same rea-
sons that they invested in supply chain management, food and beverage companies
also pursued enhanced safety testing. Regulators in the US supported growth in
food testing and quality assurance. The FDA stated that it passed the Food Safety
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Modernization Act (FSMA)—the most extensive reform in food safety laws in 70
years—in 2011 to “ensure the US food supply [was] safe by shifting the focus from
responding to contamination to preventing it.”!*

Because of this, the global food testing market was poised to grow; it was roughly
$3.5 billion in 2014 and was projected to reach $4.6 billion by 2018."37 Companies
that invested in food testing included food manufacturers, retailers (e.g., grocery
and drug stores), and restaurants; while some of these corporations kept such testing
in-house, increasingly, many others opted to outsource these responsibilities to food
safety and testing companies.!'¥

While implementing safety testing was a crucial first step in promoting consumer
safety, safety testing on its own was not enough—businesses also needed adequate
reporting protocols for safety issues identified during the testing process. In February
2014, General Motors (“GM”) issued recalls for over 2 million cars that had faulty
ignition switches, causing the car’s engine to shut off while still in motion and dis-
abling air bags from deploying.'** Interestingly, GM admitted that several employ-
ees knew about the problem—it was first identified in 2001.'%° In 2004, GM
engineers had suggested a solution to the faulty switch, but executives decided
against implementing it due to concerns around the lead time required, cost and
effectiveness.!*!

This inadequate level of reporting had disastrous consequences. Reports esti-
mated that the defect caused over 120 deaths and 275 injuries.'* In 2014, the
National Highway Traffic Safety Administration (NHTSA) required GM to pay a
$35 million civil penalty for its delayed reporting of the defect.'** In 2015, GM paid
$900 million to settle federal charges and another $575 million to settle civil law-
suits.'* GM’s CEO Mary Barra said, “I have said many times I wish I could turn
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back the clock. If we could we would but the only thing we can do is make sure we
respond in the right way and we have done that in the case and we continue to do so
in everything.”!43

Packaging

Packaging—the means by which a product was stored, shipped, and sold— could
change its health effects on consumers. While some packaging decisions were
purely made for aesthetic reasons, packaging was also sometimes used to control
serving size or dose, promote safety (e.g., tamper-proof packaging), or preserve
freshness (e.g., controlled atmosphere packaging).

Many food and beverage companies changed their packaging to control serving
sizes. Some in the beverage industry created smaller bottles or cans to appeal to
consumers looking for healthier options. Regan Ebert, the senior vice president for
marketing at Dr. Pepper Snapple Group said, “There’s consumers out there that
don’t want to consume too much. [The small cans] do a good job of solving that
need for consumers.”!#6

Other industries also utilized innovations in packaging to promote consumer
health. In 2012, single-load laundry detergent pods hit the market.'"” The pods
were often small and filled with brightly colored detergent, with a thin outer
layer that dissolved when wet. However, this appearance closely resembled
candy, causing many children, and some seniors with dementia, to ingest the
pods.'*® (See Exhibit 2.4 for a picture of a laundry pod.) By mid-2015, more than
33,000 children aged five and under in the US had been exposed to the contents
of laundry packets since 2012.'* Though some children became so ill after
ingestion that they required intubation and more intensive care, the most com-
mon reactions were vomiting, lethargy, irritated eyes, and coughing or
choking.'
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Exhibit 2.4: Laundry Pod

Source: Casewriter.

In response, manufacturers made more secure closures and opaque packaging so
that the contents were not visible; however, despite these efforts the accidental poi-
sonings continued.!>! In 2015, European regulators required laundry pod manufac-
turers to use an aversive agent on the outside of the pods to make them taste bitter.!>
Procter & Gamble Co. (“P&G”), which not only operated in European markets, but
also sold over 75 % of the laundry pods bought in the US, announced that it would
also add a bitter-tasting substance to laundry pods sold in the US.!5 P&G also rede-
signed the packets to withstand the squeezing pressure of children, as well as delay
release of the liquid detergent if ingested.!>* Although US regulators did not require
the measures, as regulators in Europe did, the U.S. Consumer Product Safety
Commission provided input into the standards and reported that it was monitoring
the new safety measures for effectiveness. !>
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Re-evaluating Sales and Distribution Decisions

Corporations also used pricing, advertising, and distribution strategies to promote
public health. Some corporations considered pricing strategies that included selling
health-promoting products for lower prices in developing markets. Others used nar-
row or controlled distribution channels to ensure consumers accessed products
appropriately. However, these kinds of decisions could also detract from consumer
health. For example, some large food companies used pricing and distribution deci-
sions to market unhealthy foods to young consumers, like children and teens.!*

Colgate-Palmolive Company (“Colgate”), a leading provider of oral care prod-
ucts, considered such strategies in 2013 when it launched a new anti-cavity tooth-
paste, the Colgate® Maximum Cavity Protection™ plus Sugar Acid Neutralizer™ .15
In both developing and industrialized countries, cavities had remained a significant
public health threat, and the new toothpaste formulation was clinically proven to
reduce and prevent cavities more effectively than toothpaste with only fluoride.!3
Initially, Colgate created the product for sale in emerging markets, where it wanted
to ensure that consumers could access it.!* As the product launched, Colgate sought
a balance between an affordable launch price to ensure an improved public health
benefit and enough of a premium price over existing options to drive both credibility
and profitability.'®

Luvo, a food company that produced healthy frozen meals, improved marketing
efficiency by leveraging its social media presence; then diverted the saved market-
ing dollars into improved product quality. To aid brand promotion, the company
recruited several well-known brand ambassadors, including an Olympic swimmer
and NFL quarterback to promote its products and serve as investors.'®! Ultimately,
the company aimed to produce meals that were not only safe, minimally processed,
low in sodium and sugar, with 1-3 servings of vegetables, but also affordable.!s2
Despite a declining frozen food industry, the company had grown quickly and its
products were sold in over 5000 grocery stores as of September, 2015.163
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Many businesses took precautions to ensure that the right consumers accessed
their products, making advertising and distribution decisions that promoted con-
sumer health. A product could be safe or health-promoting for some individuals and
health-harming for others. For example, in the medical marijuana industry, the drug
could be a great benefit to those individuals with chronic pain; however, adolescent
use of marijuana had been shown to cause several harmful long term outcomes.'**
Therefore, proper distribution channels were a necessity. Research in 2015 had
shown that adolescent use of marijuana did not increase significantly after a state
passed a medical marijuana law, meaning that just because a state had laws legal-
izing the medical usage of marijuana, teens were not using it more frequently.'®

Improving Consumer Use

Many corporations sought to improve on how consumers used their products and
services. To improve consumer use, corporations provided services such as detailed
instructions or ongoing customer support. In 2016, Mars, a chocolate manufacturer,
went a step further and began guiding the use of its products —advising consumers
to eat some of its less healthy food products only once a week.'*® This strategy dif-
fered from that of other food manufacturers that opted to switch the ingredients in
their products to healthier options. Because food companies could face significant
backlash from unhappy customers when they changed their recipes —especially if
they weren’t transparent about it—encouraging reduced consumption with the same
recipes offered an alternative strategy.'” While some commended the company’s
efforts, others argued that food manufacturers had a responsibility to move con-
sumer taste preferences towards healthier options.'®

David Katz, the founding director of the Yale-Griffin Prevention Research Center,
stated, “Taste buds prefer what they are used to. Food companies have played a
central role in getting American taste buds used to ...junk... but the process can be
reverse engineered.”!®
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23andMe, a personal genomics company that offered direct-to-consumer genetic
testing, also faced serious challenges in the area of appropriate consumer use.'” In
order to achieve FDA-approval for its genetic tests and wellness reports, the com-
pany had to certify that it could convey this complicated, genetic information at a
very basic reading level to consumers.'”! Because consumers might make health
decisions based on the information, creating a foundational consumer understand-
ing of genetics had become a critical part of the company’s mission.

Advocating for Improved Disposal

Other businesses sought more healthful ways for consumers to dispose of products.
As environmental conditions affected health, ensuring that consumers were able to
recycle products contributed to consumer health.!”> Therefore, some corporations
began to consider not only how consumers could appropriately use their products,
but also how they could properly dispose of them.

Hewlett-Packard Company (“HP”), which provided computer hardware and
software solutions, had developed extensive recycling and remanufacturing pro-
grams to reduce the environmental impact of product disposal. In 2015, it offered
take-back programs in 73 countries and territories.'”® HP stated, “We are committed
to helping our customers recycle responsibly, recovering 2.8 billion pounds of prod-
ucts since 1987.” It also used “closed loop” recycled plastic in more than 75 % of its
ink cartridges, meaning that the ink cartridges contained 50-70 % recycled plastic.
HP also had remanufacturing programs, which aimed to refurbish hardware, thus
reducing the environmental impact of disposal.'”

While individual corporations created programs to promote recycling and appro-
priate disposal, recycling rates also varied across the world due to local recycling
laws. For example, in the early 1990s, Germany passed an expansive recycling
law.'™ A 1992 Harvard Business Review article on the topic stated:

Germany’s packaging ordinance, passed in April 1991, is probably the most ambitious envi-
ronmental legislation any nation has ever attempted. It obliges retailers to take back
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packaging from customers, manufacturers to retrieve it from retailers, and packaging com-
panies to reclaim it from manufacturers.'”

By 2015, Germany had one of the highest recycling rate worldwide —recycling
around 65 % of household trash.!”” In 2013, about 34 % of waste in the US was
recycled.'”

Advancing Industry Standards

Many corporations advanced standards in their respective industries to promote
consumer health. When a corporation shaped regulation to create a higher safety or
health standard, it not only shaped its own destiny, but also often forced other com-
panies in its industry to consider similar changes. In February 2014, CVS Caremark
(“CVS”) announced that it would stop selling tobacco products in its stores by
October, 2014. To explain the decision, Larry Merlo, President and CEO of CVS,
wrote:

By removing tobacco products from our retail shelves, we will better serve our patients,

clients and health care providers while positioning CVS Caremark for future growth as a

health care company. Cigarettes and tobacco products have no place in a setting where
health care is delivered. This is the right thing to do.'”

The move to take tobacco off its shelfs was not only a boon for public health, it
was also strategic for CVS. As part of the initiative, CVS ran an anti-smoking cam-
paign, thus enabling the company to project a positive image to consumers and
market anti-smoking aids.!%!8! The decision also allowed CVS to create better part-
nerships with local health systems and refocused its efforts on its core business—
prescriptions.'®? Also in 2014, CVS announced that it would be changing its name
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from “CVS Caremark” to “CVS Health” to reflect a broader commitment to its role
in healthcare provision and innovation.'®* An article in The New York Times stated,
“Its stand against smoking has allowed CVS to make alliances with health care
providers and rebrand itself fully as a health care company. But with smoking rates
on a steady decline, and cigarettes sales slumping, CVS also saw that future profits
lie not with Big Tobacco but in health and wellness.” !

This suggested that, resulting from better partnerships with health systems and
increased prescription sales, total profit implications of the decision might be posi-
tive in the long-term. In February 2015, CVS positively announced that net revenues
in the fourth quarter of 2014 increased 12.9 % to a record $37.1 billion.'3> However,
in August 2015, CVS announced that while prescription sales continued to rise and
second quarter year-over-year net revenue increased 7 %, general merchandise,
same-store sales had fallen nearly 8 % the previous quarter.'®!%” CVS blamed that
decline on the tobacco ban.'?

To evaluate the public health impact of their decision to halt tobacco sales, the
CVS Health Research Institute conducted a study the following year.'®® The study
compared cigarette pack sales in states where CVS had a 15 % or greater share of
the retail pharmacy market to states where its market share was less significant; it
found an additional one percent decrease in cigarette sales in states where CVS had
greater market share. The study also showed a 4 % increase in nicotine patch pur-
chases in the states with greater CVS market share, signaling an increased consumer
desire to quit smoking.'”® Though the results were modest, the decision to remove
cigarettes from the shelves seemed to positively impact consumer health.
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Conclusion

Through their products and services, businesses had profound impacts on consumer
health. This case has assessed the reasons why some corporations took efforts to
improve consumer health, as well as the methods by which they did so. There were
many consumer health questions that remained.

Discussion Questions on Consumer Health

1. What level of responsibility should corporations have for providing consumer
safety? Given that consumers have, and often want, freedom of choice, how
much of this responsibility should fall to consumers? How much responsibility
should fall to governments or other regulators?

2. To what degree should corporations or trade organizations influence policy and
regulation standards? Are they overly influential today?

3. How should corporations forecast unintended public health consequences of new
technologies (e.g., ear damage or hearing loss from headphones, carpal tunnel
syndrome from keyboards)?
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