
TABLE 4:

TItLEPHONt CREDIT CARD USAGE AND TELEPHONE CA~L BILLING KNOWLEDGE

PERCENT OF RESrONDBNTSGIVINO CORRECT ANSWER

"HARRIS "Citizens WORDINO" RBGULAR BXPECT TO BE N or
"01\D160 800 900 L.ONG BILLBD FOR RISP.
800 DISTANCE 800 CALL

PURCHASE
EXPERIENCE

PRODUCT t t *
YES 74 97 55 84 12 386

NO 70 96 43 77 14 614

SIRVIC!
YES 73 96 53 78 19 90

NO 71 96 47 80 12 910

INFORMATION *1'18 '4 100 88 61 7 24

NO 71 96 46 80 13 976

Have you ever purchas.d any of the following items one the phone
by gi\'ing out your oredit care number •• 1) A produot; 2) A
servicei 3) Information; 4) None of these/Don't know
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b. Difference. aet.een Demovraphic Groups

The inoome and age differences noted for the knowledge

questions are a1.0 observed in questions on the preferenoe for

billing (.e. Table 5). Respondents who are between 18 and 34 are

more likely to prefer "just punch one" and les8 likely to .ay

services should not be offered in that manner. Older respondents

give opposite responaes, p.~tioul.rlf tho•• over 50.

Respondents with incomes below $10,000 are likely to .elect

just punoh one and not likely to say services should not b.

offered in that way.

Combining the demographic and substantive analysis reveals

Borne very stron9 fatterna, •• Table 6 shows. AmoDW respondents

who got all the 800 number bil1in9 que.tiona correct and who are

35 years old or older or have income. above $15,000, .7 peroent

.aid servioes should not be offered on 800 number calls. Less

than one-fifth said Ujust punch one."

In oontrast, poor or youn; respondents who 90t the billin9

questions wron9 were much 1••• likely to say the service should

not be offered (12 peroent) .. They were much more likely to .8Y

n:Just punoh one" is preferable (35 peroent).

15



TABLE S:

DEMOGRAPHIC FACTORS AND BILLING PREFERENCBS

PERCENT or RESPONDBNTS GIVINO
EACH ANSWER

JUST PUNCH ONE DO NOT OFFIR
SIRVICE THAT WAY

INOOME:
UNDIR $10,000
$10 '1'0 $15,000
815 TO $20,000
$20 TO .25,000
$25 TO $30,000
$30 '1'0 $35,000
$35 '1'0 $40,000
$40 TO $50,000
$SO '1'0 $75,000
$75 TO *100,000
$100,000 OR MORE

AGE or RESPONDENT:
18 TO 20
21 TO 24
25 TO 29
30 TO 34
35 TO 39
40 TO 4.
45 TO 49
50 TO 54
55 TO 59
60 '1'0 64
6S OR OLDER

31
30
19
22
18
29
1,7
2~

26
35
22

28
32
26
30
22
26
22
18
21
18
18

16

19
3'7
33
4S
44
35
36
31
35
28
28

24
23
28
28
37
43
36
54
39
51
36



TABLE I)

THE IMPAOT OF DIMOOftAPHIC FACTORS AND EXPECTATIONS
ON BILLING PklrBftBNCIS

EXPECT NOT TO PAY BXPBC'l' -to PAY
rOR 800 ftUMBBR CALL PaR 800 NUMBER CALL

OLl) OR YOUNG OLD OR YOUNG
BOT POOR OR POOR BOT POOR OR POOR

JUST PUNCH "ONB" 18 29 32 35

PUNCH IN THE 14 18 30 29
TELEPHONE NUMBER

USE A CREDIT 12 16 7 16
CARD

DO NOT Orr!R 47 31 22 12
SERVICB

DON'T KNOW 9 6 8 B

(N) (387) (337) (74) (83)

17



% %%.. THB .PAY •.11:. CALL
800 H·UMBB•.paOJSLBM ,Z:"ft THB

CONTEXT 0. THE
DBCBPTZVBMAftKETZRG LXTBRATURB

The central issue in formulating sound publio policy with

respect to billing .for interactive information .ervice. durinq

aOO-number calla is the publicts perceptions of SOO-number calls

as "unbilled lt and the potential for confusion ahould billed

servic•• be introduced during sucb calls. With a atron9

expectation that such call. are free and confusion about charges

for telephone billed .ervices, the likelihood that consumers will

be mi.led and service. will be incorrectly or inadvertently

purcha.ed i. high.

A review of the extensive literatures on consumer purch•••

decisions and deceptive marketinq.practice. clearly .uggests that

these concerns are well founded.

From the cODawmer point of view, the central characteristic

of telephone calla to 800 numbers is that they have traditionally

not been billed. The consumer enters the transaction with the

expectation that the call 18 "toll free." Even if there ia a

warning about bil1inq, there is likelihood for error. When suoh

• warning is contrary to the.expeotation, it 1s le•• likely to be

18
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heeded. 1

Purthermote, the consumer may not even be intending to

initi.te - puroh.a.,2 aince the motive may be only to obtain

information during a free call. 3 Consumers also lack experience

with this trpe of tran••ct1on. 4

The strong expectation about the call and the lack of

motivation to make a purchase sugge.ts that consumer. will not be

attendant to simple warnings about when a billing period is about

to begin. A belief that the call i8 free and no purcha••

intention ~esult8 in an unwanted purchaae becau•• the warning is

not likely to be heard, understood or heeded. S

1. W. L. Wilkie, "Affirmative nisclosure at the PTC: communica·
tion Deoisiona," "ournl.l ~' lublic loliqr .and. 1_llk.tiDg, 6
(1987); G. R. Punkhous.r, ~Tb. ImpiriQal study of Consumers'
Sensitivity to the Wording of Affirmative Disclosure Ne••agel,"
Journal g1 Public 'oligX AD4 M,;klting, 3 (1984).

2. Funkhouser, 1184.

3. Similarity between products has been found to result in
confusion between brands (E. R. Poxman, D. D..Muehlini and f.W.
Berger, "An Inveat1vat1on of Pactors Contr1butingto Consumer
Brand Confusion," JgYEDl.l .Q1 gonsumer Atfl~Ji'I, 24 (1990); B.
Loken, I. Ro•• and R.L. Hinkle, "Consumer "Confusion" of Origin
and Brand Similarity Peroeptions," ~gurnal A1 Public t;11g1 JD4
M,rketing, 5, (1986». Needl.s. to .ay the aimilarity between a
free 800 number call and the billed 800 number call i8 great.

4. a. N. L,czni.k and S. Oros.bart, "An Assessment of assump
tions Underlying the ••asonabl. Consumer Element in Deceptive
Adverti.ing Policy," JournAl at fYRli2 Pgliqy ADd. Klrl5etinq, 8,
(1989); Punkhouaer, 1984, Poxman, Muehlin; and Berver, 19'0.

5. Consumers lack involvement under these circumatances which
results in confusion (J. Jacoby and W. O. Hoyer, %hi 9omR~.blD~

a12n And K~.comRr,h.ns1Qn g1 Print QQmmun~catioQI (The Advertis
ing Eduoational Poundation, 1981); t.aozniak and Gro••bart, 1990).
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The fact that it is a tel.phone-billed transaction al.o

c~eates a problem. Telephone .ervice is a monopolr service and

the telephone oompany has a position of authority; power and

trust. Consumers are lesa likely to challenge the•• billa. l

Any warning that billing is about to occur takes place in

audio for,mat, the type of information moat likely to be

miacomprehended. 2

The commodity itaelf t. difficult to a•••••. 3 Unless the

consumer is prepared to tape the information, it ia pre.ented and

gone in an instant. There is little ability to subject it to

~-~~~----------~.~--

1. ~. A. Sauer, "A aevised Model of Source Effect," and J. A.
Howard and L. I. Ostlund, "The Model: Current st.tus of Buyer
Behavior Theory," both in J. A. Howard and L. E. Oatlund (Eds.),
BuY,r B.h.yiQ~: Theoretiqal &n4 Im;irigal Poupdationa (Alfred A.
Knopf; New York, 1973): s. Chaiken, "Heuristic v.raul S,atematic
Information Ptoe•••in; and the Use of Source V.r.us M••••g. Cues
in Persuasion," '!ournal .21 f.rla,litr .an4 80;1a1 hyobolgQr, 39
(1980); P. Cuach, R. P. Bush, and J. P. Hair, Jr., "Social 'ower
Theory in Buyer Behavior," in A. o. Woodside, J. N. Sheth and P.
D. aennett (Bd•. ), Consumer &D4 In~Q~trial BQyinq 8.bayior (New
York; North Holland, 1977), J. T. Ment.ler and K. A. Hunt, "Tho
U.e of Power: A 'roc••• Model of Marketing Channel Behavior,"
B,.earqh in Ma{ketinq, 9 (1987): Busch, .t al., Opt ait.; G.
But,ney and L. H. Wort.el, .tDistributor Power V.r.us Manufacturer
POwer: 7he Customer Role," ~Q»[All A1 Mark.tioa; 52 (1988); M.
E. Porter, IntetQr.nd Chpi2~~ Strat.qy an4 IL1,t.ralHlrk,t .POH.r
(Cambridge: Harvard University Press, 1980); T. V. Bonoma,
flToward a So01alAnalysis of Consumption: Buyer""S.11.r Iflgotia..
tiona in Context," in A. G. Woodside, J. N. Sheth and P. D.
Sennett (Eds.), Consumer ~ In4Vltrial Byying l.hly1or (Hew
York: North Holland, 1977),· p. S50; J. f. Guiltinan, "The 'rice
Bund.ling of Services: A Normative Framework," ~sun;n.l at "ark,t
1nsl, 51, 1987.

2. Jacoby and-Hoyer, 1987.

3. H. Beales, et al., "Consum.r S.arch and Public folicy,"
Journal Af ConiUm.; BOI••reb, 8 (1981).
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post-purcha•• sorutiny.l

The commodity typically involve. a small, infrequent

purchas.. This reduces the consumer·s tendency to ••ek out other

information. 2

'"" fill TBAISACTIOI

The transaction i ••xtremely problematic. The oonaUMer ha.

little time to pause to consider the purchase. 3 If the warning

message is comprehended and h.eded, the consumer must typically

--------------------
1. 8. E. Beatty and s. M. Smith, "External Search Effort; An
Investigation Acro•• s.veral Product Categori.s, " JOUEnl1 J21
~2D.ume[ RII'I[Cb, 14 (1987); Chaiken, OPt cit.; D. H. Pur•• , G.
N. Pun~, D. W. Stewart, "A Typolo,y of Individual Search 8trate'"
ql•• Among Purcha.ers of New Automobiles," ~RJU.D,l g.f. Con.umlr
Be'II"b, 10 (1984); J. L. Zaichowsky, "M.aauring the Involv....
ment Construct," Jpurnljl .9.t cgn'um.r Itl.eargh, 12 (1985).

2. J. W. Newman, ·'Consumer External a.areb: Amount and Determi
nants," 1n A. o. Moodside, J. H. Sheth, and P. D. Bennet (Bds).,
CODlum'[ InA In4Y'lrial BUYing B.bayior (New York: North Holland,
1977) and the source. cited therein, •• well a. L. K Zimmermann
and L. V. Gelstfeld, ·'Eoonomic Faotor. Which lnfluenoe Consumer
ISearch for Price Information, f. ~lu:n'l .Q1 Couumer Affair" 18
(1984); Chaiken, 1984; Beat~y an .Smith, 1981.

3. Conditions of urgency and time oonstraint diminieh the
tendency of the oonsumer to ••arch for alternativ.s. Th. ability
to distin9uish between the what must ~e done without delay and
the optional service., which they do Dot "need", is limited (see
J. W. Newman anel R. StaeliDis, "Multivariate Analysis of Differ
ences in Buyero.olaion Time, igy;:n,l .Q.f. Marketing B.,llrgb, 8
(1971); J. W. Newman and R. Staelings, "Prepurch••e Information
S.ekin; for New Cars and Major Hous.hold Appliances,'· Jou(A.l gf
M1l:kltiUi RI"IIlQi' 9 1972); J. O. Claxton, et aI., " A Taxonomy
of Prepurchase-In ormation Gathering," yQurnll af Cop'um,r ~
.elrgb, 1 (1974): Newman; Beaty and Smith; W. Wilkie,''Afflrma
ttve Disclosure: Perspeotives on PTe Orders," 30urnal 21 Public
folicy ADd Marketing, 1 (1982); Funkhouser, 1984.
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hanq up quickly to avoid the start ot the bill1nw period. 1

There is no tender of a bill to be examined and contemplated

or a9reed to.' Indeed, unless the consumer come. ready with a

stop watch, he or ahe will not know how much was spent for

aeveral weeks. The ability to ensure correct billing under suoh

circumstanoea is virtuallY nil. Given this lack of concrete

evidenoe of the transaotion and the time span between expenditure

and billing, the likelihood and ability of oonsumers to challenge

billa 1. reduoed.

The fact that the transaction takes place electron1oally, in

private, compounds problems f~om the point of view of oonsumer

protection. The offer of services is not 8ubject to public

.c~utiny.3 It is difficult for consumer protection awenc1es to

view the commodity and virtually impossible for them to

scrutinize transaotions involving real consumers, although ther

can atawe transactional

----------------~_.-

1. A laek of motivation and a lack ot control over the pace of
the transaction l ••ds to • lack of involvement (H. E. Krugman,
tithe Impact of Television Advertising: Learning without Involve
ment," Pybl~c opinion QuarterlY, 29 (1965); Jacoby and Hoyer,
1987).

2. Point of purchase information provided for later review
a.sists in deciaionmaking'(Nilkie, 1982).

3. P. N. Bloom, "A necision Model for Priorit!zin9 and &ddre••
inq Consumer Information Problema," Journal ~ Publig~~

Marketing, 8, 1989, stresses post-purchase information andscru
tiny by expert conaumer••
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:EV. CONCLUSXON

The analysis of the nature of telephone~billed interactive

information service transactions and the survey results show that

consumer expectations and the nature of the transaotion combine

to create a high probability that oonsumers will b. confused

about and misled into purchases of information.

Jtecognitin~ this, marketers are likely to design campaigns

to exploit this consumer weaknes8. This may include targeting of

particularly vulnerable market segments and design of scripta and

8a1e8 pitches to deceive consumers.

Consumer. are not aupportive of the easy billing approaches

on which telephone-hilled services have relied. Less than one~

quarter see the •• just punch one" option •• px-eferable.

rurthermore, this option is most favored by the younger and lower

income re.pondents -- but even in this group only .bout one third

prefer this approach.

Thus, this report providea evidence in support of aggre••ive

efforts to protect consumers from the abusive potential of

telephon.·billed transaction.. The newness and nature of tbe

potential abuses r,equires mechanisms above and beyond traditional

oonlumer protection••

Electronic hilling for information services durin9 800 and

900 number calls cannot be treated as a routine purch.... The

"Just l-unch One" hilling approach preferred by marketers is par

tioularly prone to error on the part of consumers and deception

on the part of marketers. The puhlic does not understand the
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billing situation well and 18 very likely to be misled about

billing. A plurality does not even want any of this tfpe of

billing to go on and an overwhelm1n; majority doe. not prefer

this "just punch one" approach.

Consumers are not likely to, nor do they have much ohanae

of, correcting errors. Consumer protection agenei•• have great

difficulty policin; these private, electronic transaction•• Steps

to prevent abuses in telemarketing of information .ervices on 800

and 900 number call. are urgentl, n••ded.
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