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RISING ESG EXPECTATIONS

HOW DO CONSUMERS REALLY FEEL ABOUT ECO-
FRIENDLY PRODUCTS?

By Alexander Chernev

Findings suggest the perception of the company as investing in sustainability leads to a halo
effect — consumers, especially those with strong environmental values, believe the products
will be effective.

When you reach for a jug of eco-friendly detergent in the store, are you buying it because you
want to protect the environment? Or do you believe it's likely more effective than a traditional
cleaner? Or perhaps it's some combination of the two?

Understanding how consumers perceive sustainable products has become increasingly
important, as these products — once considered niche — crowd retail shelves. Share of
sustainably marketed consumer goods has grown an estimated seven times faster than that
of conventional products.

In this context, Kellogg marketing professor Alexander Chernev recently researched the link
between knowing a product was made by a sustainably minded company and perceptions of
that product’s performance.

Some past research suggests that products developed using traditional technologies or
materials will be seen as superior to “green” options that are developed with sustainability
in mind. This is known as the “sustainability liability.”

“It's zero-sum thinking,” Chernev says, “where if a product is good on one attribute, it must
have deficiencies in others” — a kind of compensatory reasoning as his own previous research
has highlighted. “Consumers may think, ‘It's great that the company is making sustainable
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products, but I'm going to buy the regular one.



That may give companies pause about developing sustainable products in the first place,
given the costly technology investments it typically requires. Similarly, marketing products as
sustainable could backfire if it reduces consumers’ perceptions of efficacy.

But Chernev and co-author Sean Blair of Georgetown University were skeptical that the
sustainability-liability concept held in all circumstances. Indeed, past findings for the effect
have been inconsistent — and people’s perceptions of sustainable-product efficacy are
evolving. An example of this is Tesla electric cars, which many view not only as
environmentally friendly but also as high-performance vehicles. “People see them as equal or
superior to traditional cars,” Chernev says.

Moreover, previous work by Chernev and Blair revealed that consumers tend to perceive
products as high-performing if the companies that make them are socially responsible — if,
say, they engage in charitable giving. The researchers dubbed this a “halo effect.”

So could companies investing in sustainable technologies enjoy a
similar halo effect, with their products also being seen as more “
effective?

Companies would be wise
Across four studies, the researchers found that eco-friendly products, to stress how their
as well as those from companies pursuing sustainability-focused investmentin sustainability
agendas, are perceived as higher-performing than traditional is driven by a sense of

offerings — especially when consumers have strong environmental moral responsibility, since

communicating this seems
to generate a particularly

values.

Overall, the results indicate, as the authors write, “a company can do
well while helping to protect the environment.” strong halo effect.

Anatomy of a halo

In the first study, participants were shown descriptions of products, such as sunblock and
detergent, and asked to rate their perception of the products’ performance. Some participants
were told the products were sustainable: a detergent containing only biodegradable
ingredients, for instance.

The researchers found that people’s perceptions hinged on their values. People with weaker
environmental values saw sustainable products as less effective than their traditional rivals.
Those with stronger values, in contrast, demonstrated the reverse, perceiving eco-friendly

products as superior in performance.

A second study explored the idea further, examining whether associating sustainability with
the company — rather than product — also increased perceived product performance. Here,
participants saw descriptions of a company that made ink products, like pens and markers.
Some participants were told the product was eco-friendly, others that the company was eco-
friendly and still others were told nothing specific about sustainability.

The eco-friendly associations again boosted perceptions of product performance — and the
effect was larger when it was linked to the company rather than the product.

Subsequent studies set out to more fully understand which aspects of sustainability
contribute to this halo effect, and for which individuals. For instance, one study found that
when a company stressed that it considered its sustainability program to be a moral
responsibility, it enhanced customer perceptions of product quality. But this did not hold for
people who strongly believed that eco-friendly products are inferior to traditional ones.



The case for sustainability

Taken together, the results show that a sustainability liability is not a given, and that there are
ways that companies can work to avoid the perception among customers.

One critical takeaway is that perceptions of sustainability can actually have a positive impact
on perceptions of product performance, which runs counter to the traditional sustainability-
liability view.

“That means fewer reasons for companies to avoid investment in sustainable technologies,”
Chernev says. “They no longer have to believe sustainability will necessarily hurt perceptions
of their products.”

Indeed, the findings suggest the perception of the company as investing in sustainability
leads to a halo effect — consumers, especially those with strong environmental values, believe
the products will be effective.

“It's about positioning the company as investing in sustainability in general, not just in specific
products,” Chernev says.

Additionally, companies would be wise to stress how their investment in sustainability is
driven by a sense of moral responsibility, since communicating this seems to generate a
particularly strong halo effect. For example, a detergent maker could emphasize that avoiding
the use of harmful chemicals in its products can help sustain the environment for future
generations. This aligns with the researchers’ previous finding that products made by
companies doing good for society — charitable giving, in that case — are viewed as higher-
performing.



A brighter halo

As concern about the environment rises globally, it will become easier for companies to move
from a sustainability-liability stance to one where they project a halo effect.

“With proportions of the population that care for the environment increasing, the effect would
move more toward halo than liability,” Chernev says. That is, more people would see products
from environmentally focused manufacturers as effective, improving the average perception
of the product.

Still, it's important to remember that consumer perceptions are also influenced by actual
product experiences. “People have more experience with sustainable products now,” he says,
“and many of the products have proven themselves in terms of performance. And as long as
this trend continues, sustainability is likely to benefit perceived product performance rather
than being viewed as a liability.”

Previously published in Kellogg Insight. Reprinted with permission of the Kellogg School of Management.
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THE GROWING
ESG IMPERATIVE

FMI — The Food Industry Association

Not all food industry issues are created equal when it comes to levels of complexity.

One of the most complex topics by far — which is also accelerating in importance — is ESG
(Environmental, Social and Governance).

ESG is sweeping in its breadth, embracing subjects including environmental sustainability; the
use of energy, social responsibility; diversity, equity and belonging; food insecurity and food-
waste reduction.

Changing values drive efforts

What all of these elements have in common is a growing demand for progress by increasingly
values-driven consumers and investors — and advancing recognition by the food industry of
the need to take action.

FMI research underscores how consumer attitudes are progressing on these issues, many of
which have grown in prominence during the pandemic. For example, FMI's US Grocery
Shopper Trends 2021 research found that 38% of consumers surveyed said they consider
recycling and sustainability practices as important attributes in selecting a primary grocery
store — a gain of eight points from the prior year.

Meanwhile, FMI's The Food Retailing Industry Speaks 2021 report found that retailers
surveyed are focusing on goals and implementation time frames for a range of social
responsibility efforts. These include 90% for charitable donations, 73% diversity in hiring, 70%
for diversity, equity and inclusion efforts overall, 61% energy use reduction, and 57% for food
waste reduction.

b

Companies need to work on a dual-track effort: making initial
short-term progress while pursuing longer term efforts.

Choosing key initiatives

The complex nature of ESG sometimes makes it hard for leaders to know how to move
forward. A 2021 FMI report relays key issues and next steps on the highly important topic of
sustainability. This report is called Sustainability in the Food Industry: An Evolving Landscape.
It takes a deep dive into issues including energy use reduction, sustainable sourcing, plastics
and packaging waste reduction, animal welfare, carbon emissions reduction and climate
change in agriculture.



FMI helps xonnect the dots

FMI is focused on helping the industry navigate in the widening world of ESG. Among the
ways it helps to connect the dots are the following:

- Leading coalition efforts to help the industry set goals at scale

- Supporting the creation of performance measures and coordinating these across supply
chains

- Connecting different industry sectors — including retail, foodservice and food insecurity-
focused organizations

- Interfacing with government to drive policies relevant to industry efforts
- Organizing roundtables and other conversations to address the issues

- Pursuing efforts to train leaders — and future leaders

Moving ahead on the ESG journey

There isn't just one ESG blueprint for companies. Each organization needs to decide on its
priorities as a business, what its customers expect and how to create the right mechanisms to
meet those needs.

Companies need to work on a dual-track effort: making initial short-term progress while
pursuing longer term efforts. Leaders need to figure out where they are on their journeys,
where they want to be, and how long it will take to get there.
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