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Abstract

The study was conducted by evaluating the ethical judgment and product harm crises among
the students in the public sector universities in Peshawar city-Pakistan. The study has taken
the products of tetra pack juices in Peshawar i.e. Nestle, Maaza, etc. The study will be
significant for the policymakers to control the market for especially to supply the quality
product in the market. The issues related to the product harm crises sometimes lead to
negative behavior shown by the consumers in the market towards the specific products. The
study was conducted among the public sector universities and the students enrolled in these
universities were taken as the population of the study. Based on stratified sampling
(proportional allocation method) the study included 250 sample students for the data
collection. The study has adopted a semi-structured closed-ended questionnaire for the
guestionnaire. The used regression model for data analysis. The findings of the reliability test
used showed that the items included in the study data collection instrument have been found
reliable and valid. The findings of the regression model showed that perceived crises severity
has a significant effect on contempt while perceived crises relevance has insignificant;
product knowledge has a significant moderating role between perceived crises severity,
perceived crises relevance, and contempt. Perceived crisis relevance and perceived crises
relevance have significant effects on anger; product knowledge has a significant moderating
role between perceived crisis severity, perceived crises relevance, and anger. It has been
recommended that the firms should keep a strong check and balance so that low-quality
products might not enter into the market.

Keywords: Product Harm Crisis, Crisis Severity, Relevance, Anger, Contempt, Product
Knowledge

Introduction

Crises are events that are difficult for a company to avoid. The types of crises are numerous,
varying from ‘small-scale organizational issues’ to grave crises caused by external factors,
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such as earthquakes and fires, and may happen to any company at any time. A crisis can cause
negative publicity, which in turn affects consumers' attitudes, beliefs, and future
purchases. Therefore, managers should be effectively prepared to deal with crises. This
preparation may include the development of a suitable communication strategy (Hale et al.,
2005).

Product-harm crises, which are connected to defective or even dangerous products,
are among the most common threats to a company. They can be defined as a sudden break
in a product's life cycle, caused by problems such as the manufacturer's negligence or product
misuse. Product-harm crises could result in immense financial costs for a company. Product
recalls are one of the possible ways a company can confront such crises (De-Matos and Rossi,
2007). However, despite the disturbing impact of product-harm crises, little systematic
research has focused on consumer reactions or their marketing consequences.

As products are becoming increasingly complex, customers being more demanding
and critical, product-related crises nowadays are even more frequent, global and hard to
manage (Birch, 1994; Patterson, 1993). Moreover, such crises indicate importance to
consumer or product user behavior which can significantly affect whether they will change
their attitude or opinion towards a company and purchase its new product. Furthermore,
product-related crises typically cost millions of dollars in the sales, market share, market
value, and even stock price of the companies involved in the crises. Scholars in the area have
spent decades of efforts in studying the effects and the potential consequence of product-
harm crises, as well as various possible factors that can contribute to effective crisis
management process.

The severity and high frequency of product-harm crisis prompted scholars to
undertake a lot of research on its negative effects and coping strategies (Lin et al., 2011). For
example, Ma et al. found that the product-harm crisis can negatively influence the customer’s
perceived value of the crisis brand (Ma et al., 2014). Lin et al., (2011) Found that the purchase
intention is indirectly affected by corporate ability, negative publicity, and corporate social
responsibility via the mediation of trust and effective identification purchase during the
product-harm crisis.

Although some studies provided suggestions for companies to make effective
responses to the product-harm crisis, the majority of them discussed consumers’ reaction
mechanism based on the selective information processing and crisis responsibility reasoning
(Dawar et al., 2000; Hass-Kotegger et al., 2013 & Laufer and Coombs, 2006). There are still
gaps in understanding the complex consumers’ reactions (Klien and Dawar, 2004). For
example, Kim used Expectancy Violations Theory to explain the impact of prior corporate
associations on consumers’ reaction to the product-harm crisis. These studies assumed that
consumers have controlled cognition on a product-harm crisis, but they ignored the role of
consumers’ emotional intuition. Emotion can affect consumers’ judgment, evaluation, and
decision-making (Williams, 2014).

In recent years, a few scholars began to discuss the role of consumers’ emotions in
the product-harm crisis. For example, Kim and Cameron’s experimental study revealed that
anger and sadness could affect the consumers’ emotional reaction to the product-harm crisis
(Kim and Cameron, 2011). However, studies on emotional effects are still few. Also, the
existing emotional studies examined consumers’ reactions under the experimental
conditions, instead of examining the reaction behavior in the real world (Bernad, 1985).
Besides, according to the Attribution—Affect—Action model, the judgment process is not only
based on the individuals’ rational reasoning, but also by the emotional effect and individual

788



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN BUSINESS AND SOCIAL SCIENCES

Vol. 9, No. 6, 2019, E-ISSN: 2222-6990 © 2019

values (Bernad, 1985). Therefore, as a negative event occurs due to a controllable cause
(Bernad, 1985), the research on the product-harm crisis needs to be based on a real case to
carry out an investigation. In addition, the research on the product-harm crisis needs
systematic examinations on the consumers’ internal reaction. An integrated consumer
response model is needed, including the consumers’ emotional intuition and cognition
processes on a product-harm crisis. In fact, the consumers’ reaction is a type of ethical
judgments after the product-harm crisis. The product-harm crisis is an enterprises’ basic
ethical issue, which has an important ethical scene characteristic (Vassilkopoulou et al., 2011).
Grappi et al (2013). thought that the harm to consumers can be regarded as a kind of ethical
transgressions, which may damage the interests, freedom, and dignity of consumers (Grappi
et al.,, 2013).

Needless to say, in the new global competitive economy, product-harm crises have become
a central issue for almost every company. This is because any type of product-harm crises can
have very real and sometimes unfortunate consequences that can put a company out of the
competition. It is therefore practically important for companies to develop a realistic model
of product-harm prevention. So far, however, there has been little discussion about the role
of the product-harm crisis on companies’ ethical actions. The objective of this research is to
evaluate the role of product harm crisis (perceived crises severity, perceived crisis relevance)
on ethical actions (Contempt, anger).

Literature Review

Past literature on product-harm crises has identified four factors that involve product harm
and affect consumers' responses to company crisis situations: the company's reputation and
social responsibility, the company's response to the crisis, the number and degree of
injuries and the external effects during and after the crisis (Jolly and Mowen, 1985). Although
there are other factors that may also affect consumer responses (for example, brand loyalty,
pre-crisis category usage and advertising, attributions of responsibility and blame), the four
above-mentioned factors (that is, the company's response, the company's social
responsibility, the severity of crisis and the external effects) are the most important (Siomkos,
1989).

Chen, Ganesan, and Liu (2009) discovered whether a firm’s product-recall strategy can
affect its financial value, Lei, Dawar, and Gurhan-Canli (2012) assessed the relationship
between base rate information and consumer attributions of product-harm crises,
Vassilikopoulou et al., (2009) utilized conjoint analysis method to identify the factors that
influence product-harm crisis management and ranked them by different crisis extent levels,
Yannopoulu, Koronis, and Elliot (2011) revisited to what extent should media or public
relations approaches be leveraged in building brand trust.

As indicated by Eilert et al., (2017), the company reviewed their failed products to limit
mischief to target buyers and furthermore misfortune to the organization. Along these lines
Eilert et al.,, (2017) in their examination research the impacts of product review on money
markets and time for reviewing the affected product. Likewise, there investigate researched
the directing part of brand attributes on the connection between an opportunity to review
harm product and its impacts on a securities exchange. The vehicle industry in the vicinity of
1992 and 2012 were considered for gathering their information test of 381recall cases. There
came about uncovered that the connection between time to review a product and issue
seriousness more grounded when the brand is different and the other way around. Along
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these lines, their investigation recommended that opportunity to review product under
serious issue do impact administrator and approach producer choices.

Erdem and Keane (1996) express that customers confront a specific level of
vulnerability while assessing the quality and such vulnerability lessens with the expansion of
the measure of data, achieving the shopper. Be that as it may, Zhao et al., (2011) are of
another conclusion — when the data and signs are very surprising from the past ones, for
example, in a crisis circumstance, the level of vulnerability develops altogether, and, in such
case, the impression of value may essentially change amid a brief timeframe. These creators'
examination demonstrates that emergencies negatively affect apparent product quality.

Product knowledge is a product related information stored in the consumer’s
memory, such as brands, products, features, evaluation, decision-making clues, and using
methods, etc. (Ajzen and Fishbein, 1999; Marks and Olson, 1981). Product knowledge is an
important moderating factor that affects the consumers’ response to a product-harm crisis
(Hass-Kotzeggar et al., 2013). Product knowledge includes the consumers’ familiarity and
expertise on the product. The familiarity is the consumers’ accumulated product experience,
including the cognitive structures (e.g., product features) and cognitive processes (e.g.,
decision rules based on the product features). The expertise refers to the consumers’ ability
to complete the related tasks of the product (Ahluwalia et al., 2000). Product knowledge can
affect the consumers’ emotional reaction in a product-harm crisis. By comparing with
cognitive processing, the emotional intuition of consumers on the product-harm crisis is a fast
and automatic reaction (Zajonc, 1980; Small et al., 2007).

In the product-harm crisis, consumers with rich product knowledge are more familiar
with the product by comparing with the consumers who are a lack of product knowledge.
Therefore, consumers with rich product knowledge are more likely to be involved in
controlled cognitive processing on the evaluation of the crisis severity. Consumers with a high
level of product knowledge will think that they can more easily judge the severity of the crisis,
compared with consumers who have no related experiences. Controlled cognitive processing
can weaken the consumers’ emotional response to the crisis severity.

Methodology

The study was conducted in the Khyber Pakhtunkhwa market to evaluate the effect of product
harm crisis on ethical and moral orientation among the students. The study was conducted
on tetra packaging products available in Peshawar. All the tetra pack juices (Nestle, Maaza,
etc) products were the population unit of the study.

Due to time and financial constraints it is not possible to include all students in the
study therefore first of all as target population four public sector universities in Peshawar
have been selected and then from these universities, further 250 units of analysis were
selected through purposive sampling technique. The sample respondents were selected using
a proportional allocation method (Cochran, 1977). For convenience, the proportional
allocation method was used as:

Where,

n = the required sample size

N = population size (total number of students)

N. = number of teaching personnel in the i*" university
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n. = number of samples employees from it" university

Table 3.1
Numbers of sampled students in the selected Universities.
University No. of students Sampled students
University of Peshawar 424 93
Islamia College University 143 31
The University of Agriculture 293 64
IM Sciences 276 61
Total 1136 250

Source: Registrar Offices & Official Websites of universities

Data Collection

The data for the study was primary and was collected from different students of public sector
universities working in Peshawar. The data of the variables was collected with the help of a
closed-ended structured questionnaire. The questionnaire was based on multiple items and
a five-point Likert scale. The questionnaire was administered personally.

Variables

Independent Variables
e Perceived Crises Severity
e Crises Relevance

Dependent Variables
e Contempt
e Anger

Moderating Variable
e Product Knowledge

Hypotheses

Hq: Perceived crises severity has a significant effect on contempt

Hj: Perceived crises severity has a significant effect on anger

Hs: Product knowledge has a significant moderating role between perceived crises
severity and contempt

Ha: Product knowledge has a significant moderating role between perceived crises
relevance and anger

Hs: Crises relevance severity has a significant effect on contempt

He: Crises relevance severity has a significant effect on anger

Hy: Product knowledge has a significant moderating role between perceived crises
relevance and contempt

Hs: Product knowledge has a significant moderating role between perceived crises

relevance and anger
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Results & Discussions
Demographic Distribution

Variable Category No of Participants Percentage
Gender Male 180 72
Female 70 28
Age Up to 20 50 20
21to 24 160 64
Above 25 40 16
Marital Status Married 40 16
Unmarried 210 84

The table shows the findings for the demographic distribution of the sample
respondents selected from the sample public sector universities based on their demographic
features. The findings suggested that the male respondents are in majority with 72 percent
as compared to female participants i.e. 28 percent. 64 percent of the respondents belongs to
age from 21 to 24 and 84 percent of the respondents are unmarried.

Reliability

Construct Indicators Standardized Loading T-value

Perceived Crises Severity Cs1 0.87 21.70
Cs2 0.89 36.19
Cs3 0.76 65.61
Cs4 0.71 20.19
Cs5 0.78 41.56

Perceived Crises Relevance CR1 0.81 27.11
CR2 0.76 44.53
CR3 0.82 29.41
CR4 0.91 33.31
CR5 0.84 19.17

Contempt C1 0.72 29.11
c2 0.91 32.45
c3 0.70 24.97
c4 0.89 32.44
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c5 0.77 29.44
Anger Al 0.79 31.27
A2 0.88 84.99
A3 0.87 65.12
Ad 0.80 49.40
Product Knowledge P1 0.73 33.79
P2 0.75 41.55
P3 0.92 82.84
P4 0.86 59.64
P5 0.72 61.66

The table shows the findings for the reliability and validity of the items used in the
qguestionnaire for the data collection. The findings for the reliability found < 0.60 which
confirms the reliability and the t-value is also more than 2 which concludes the reliability of
the items taken in the questionnaire.

Product harm Crises and Contempt

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1.749 .198 8.818 .000
Perceived Crises Severity .501 .051 .535 9.831 .000
Crises Relevance .050 .056 .049 .894 372

R:.559, R-square: .312, F-value: 67.43

The table shows the findings for the product harm crises and contempt among the
students of public sector universities in Peshawar. The results suggested that perceived crises
severity and crises relevance have a 55 percent relationship with contempt while they have
31 percent effects on the contempt as the R-square value suggested. The findings argued that
perceived crises severity has a significant effect while crises relevance having insignificant
effects on contempt. The dual-process theory stated that when the individual makes an
ethical judgment, s/he may rely on intuitive emotional reaction (Greene, 2007). In the
product-harm crisis, the corporate ethical transgression can induce the consumers’ negative
emotions, which will influence the consumers’ ethical judgment directly. The emotion related
to the interests of others or the whole society is called moral emotion. Moral emotion is a
kind of emotional experience, which is based on the evaluation of other’s behavior and
thinking. For ethical transgression, individuals often produce other-condemning emotions,
including contempt, anger, and disgust. In the product-harm crisis, the emotion induced by
corporate harm behavior does not include disgust. In addition, people often confused with
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the differences between contempt and disgust emotion. Therefore, in this research, the
impacts of contempt and anger are only considered on consumers’ ethical judgment (Russell,
1991).

Moderating
Standardized
Unstandardized Coefficients| Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1.547 .218 7.098 .000
Interactionl .607 .060 .604 10.084 .000

R: .604, R-square: .354, F-value: 101.695

The table shows the moderating role of product knowledge along with perceived
crises severity and crises relevance which shows the increase in the R or correlation
coefficient, increase in R-square and also increase can be seen in the beta value. These
increases suggested that product knowledge has significant moderating between perceived
crises severity and crises relevance and contempt.

Product Harm Crises and Anger

Unstandardized Standardized
Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) 1.158 234 4.940 .000
Perceived Crises -121 060 -105| -2.007  .046
Severity
Crises Relevance .826 .066 .649| 12.453 .000

R: .607, R-square: .369, F-value: 86.70

The table shows the findings for the product harm crises and contempt among the
students of public sector universities in Peshawar. The results suggested that perceived crises
severity and crises relevance have a 60 percent relationship with contempt while they have
36 percent effects on the contempt as the R-square value suggested. The findings argued that
perceived crisis severity and crisis relevance having significant effects on consumer anger. The
experiences of contempt and anger can weaken the consumers’ evaluation of the crisis brand.
The product-harm crisis may happen when the corporation violates the market commitment
(e.g., providing defective products), harms the consumers and violates the principle of fair
exchange. Consumers will make negative word-of-mouth and other actions to punish the
corporation (e.g., forcing the corporation to make a change) and show their contempt and
anger in the product-harm crisis (e.g., maintaining the consumers’ rights and market order).
Therefore, contempt and anger can influence consumers’ negative word of mouth.
Furthermore, Grappi et al. (2013) also found that contempt, anger, and disgust can influence
the consumers’ negative word of mouth and protest in a corporate unethical behavior study
(Grappi et al., 2013).
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Moderating
Standardized
Unstandardized Coefficients| Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1.129 .276 4.095 .000
Interactionl .691 .076 .766 9.081 .000

R:.766, R-square: .617, F-value: 82.45

The table shows the moderating role of product knowledge along with perceived
crises severity and crises relevance which shows the increase in the R or correlation
coefficient, increase in R-square and increase can be seen in the beta value. These increases
suggested that product knowledge has significant moderating between perceived crises
severity and crises relevance and anger.

Conclusion

The product-harm crisis may happen when the corporation violates the market commitment
(e.g., providing defective products), harms the consumers and violates the principle of fair
exchange. Consumers will make negative word-of-mouth and other actions to punish the
corporation (e.g., forcing the corporation to make a change) and show their contempt and
anger in the product-harm crisis (e.g., maintaining the consumers’ rights and market order).
Therefore, contempt and anger can influence consumers’ negative word of mouth. Moral
emotion is a kind of emotional experience, which is based on the evaluation of other’s
behavior and thinking. For ethical transgression, individuals often produce other-condemning
emotions, including contempt, anger, and disgust. In the product-harm crisis, the emotion
induced by corporate harm behavior does not include disgust. In addition, people often
confused with the differences between contempt and disgust emotion. Therefore, in this
research, the impacts of contempt and anger are only considered on consumers’ ethical
judgment
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