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According to a study, Americans make an average of 70 different choices a day. With so many decisions taking time out of consumers' and business owners' already busy schedules, a larger problem emerges: choice overload. Choice overload, that is, having too many choices, is a term that describes a problem facing consumers in post-industrial society. 

Choice overload, also referred to as "overchoice", is the main result of technological progress. Since the beginning of the Industrial Revolution, each year more and more products are being offered. In other words, because of technological improvements during the 20th century, we now have more choices than ever. The numbers of various brands, from soaps to chocolates, have been steadily rising for over half a century. In just one example, the number of different brands of shampoos offered by an average US supermarket went from only 65 in 1950 to about 250 in 2004. Today, you can find more than 500 different brands of shampoos in supermarkets. As you can see, the average American supermarket now carries over 500 different brands of shampoos, which is more than twice the number in 2004.

Today, I want to talk about the problem of choice overload and propose some potential solutions for business owners and consumers. But let me start with a study I conducted when I was studying at Stanford University. When I was a graduate student at university, I used to go to a very upscale supermarket called Olivia's Market. This store was known for its large variety of products. For instance, they had over 600 different kinds of wine. So it was a perfect place to study whether offering customers so much choice was really working. I decided to do a simple experiment to find out if customers were enjoying the immense variety at the store. 

I picked jam for the experiment. They had 350 different kinds of jam at the store. I set up 2 little tasting stands near the entrance of the store. At one of the stands, I put out 6 different flavors of jam, but 24 different flavors of jam at the other stand. I looked at two things: First, in which case were people more likely to stop, and sample some jam? Overall, the 24-jam display seemed to attract more attention. 60% of the customers stopped to sample when there were 24 jams and 40% of the customers stopped when there were 6 jams. The second thing I looked at is in which case people were more likely to actually buy a jar of jam. Then I saw the opposite effect. Of the people who stopped when there were 24 different kinds of jam, only 3% of them actually bought a jar of jam. Of the people who stopped when there were 6 different kinds of jam, I saw that 30% of them decided to buy a jar of jam. The more jams on offer, the fewer purchases were made by shoppers. In other words, the smaller selection of jams generated an increase in jam purchases. 

It turns out that this choice overload problem remarkably affects us. Over the past decade, we have observed three main negative consequences to offering people more and more choices. First of all, with an increase in choices, people tend to become more anxious. Having choices is typically thought of as a good thing; however, studies show that people are more stressed and less productive when faced with too many choices. Secondly, they are more likely to delay choosing and wait until the very last minute to make a decision. The more choices people have, the longer it takes for them to make decisions. And often the final effect is not choosing at all. With so many options to choose from, people find it very difficult to choose, so they sometimes choose not to choose, even when it goes against their best self-interests. In other words, people may refrain from making the choice at all even if they know that they should.


Now let me continue with two simple techniques that you can easily apply in your businesses. The first one is to cut down the number of competing products. If you are willing to cut, that is, get rid of useless options, you will lower costs, and increase sales. When Air Wick, a company which sells candles, went from 26 different kinds of candles to 15, they saw sales increase by 10%. The second example is the Nutro Company, which supplies natural pet foods for dogs and cats. Recently, the Nutro Company decided not to produce 10 of its cat food products anymore because they were the lowest-selling products. When the the Nutro Company got rid of its 10 worst-selling cat food products, they saw an increase in profits of 44%. Their profits are 44% greater now because there has been both an increase in sales and a decrease in costs. 

The second technique is categorization. People can handle categories better than they can handle choices. So, we did an experiment in the magazine aisle in Walmart, which is a multinational superstore chain. In Walmart there are 600 different kinds of magazines. On one occasion, we displayed 600 magazines which were divided into 10 categories. On another occasion, there were 400 magazines on the shelves divided into 20 categories. Customers stated that they thought they were given more choice and a better choosing experience when we gave them 400 magazines than when we gave them 600. In other words, when there were 400 magazines split into 20 categories, instead of 600 magazines in 10 categories, costumers better understood their options. Also, arranging the magazines under a wider range of subheadings created the perception that the store offered more choice, even when the number of magazines was comparatively small. 

Finally, I want to share three shopping tips for customers. First, always make a shopping list. If you know what you want beforehand, you are less likely to be distracted by other options. This way you can choose according to what you need on your list, not what’s on the shelves. Second, if a new product seems worth a look, research it before buying in order to evaluate differences from what is already available. It is important to investigate and compare a brand to its competitors in order to assess its value. And finally, when the product you want costs more than others, check company websites for special offers. The website may offer free samples, coupons, and other discounts, all of which will reduce the cost of the product.    

Today, I have talked about choice overload, a study I did at a supermarket, two business techniques to cope with the problem of choice overload and three shopping tips for consumers. All of these techniques are designed to help you manage your choices better for both you and the people that you may be serving. Thank you for listening. 















NOTE-TAKING GUIDE
Take notes using the headings below while listening to the lecture called Choice Overload. You will hear the lecture ONLY ONCE.
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Three negative effects of choice overload on consumers
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Two suggestions for business owners 
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