Walmart

L M""“szmm

Walmart is the largest retailer in the world, with over $400 billion in sales per year.' Walmart's
famous “everyday low prices” appeal to consumers, and has enabled Walmart o become
the largest buyer of products from Disney, Gillette, Kellogg's, Mattel, Procter & Gamble, and
others. Some argue that Walmart is too powerful, and that it destroys communities, small
businesses, and even previously successful manufacturers such as Rubbermaid and Vlassic.
Walmart's rise to power reflects recent trends of significant increases in power in the channel
of distribution for retailers and decreases in power for manufacturers.

A 2012 study of the influence of Walmart on manufacturers' profits conducted over e
a five-year period shows that Walmart increases manufacturers' profits by an average :
of 18%. Although low prices reduce manufacturers’ profits, this reduction is offset by_the s

m ' Imart's policies are not as harmful to
i i arket expansion. Hence, Wa
increase in sales due to !
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le believe. Walmart attracs
s many Peop
manufacturers a

turers would have difficy
ers manufac y
a lot of consum

hing otherwise. Furthermore, Walmart Shapes
reac

many consumers’ consideration sets, Or sets of brang,
consumers would seriously think about purchasing
Brands carried by Walmart are likely to be includeg in
Walmart shoppers’ consideration sets, and brangg
not carried by Walmart are unlikely to be includeg

in Walmart shoppers’ consideration  sets, Thjs
chapter focuses on consideration sets and bajc

consumer choice processes.

ossective () The Consideration Set: Determining
Choice Alternatives

Before a person can make a purchase, or even make evaluations of various alter-
native brands, they generate a set of brands to consider and evaluate—even if
it’s just one. A consideration set is the group of brands that consumers think

about buying when they need to make a purchase.? The brands
the consideration set can come from the

covered during external information se
is discussed further when we examine

included in
evoked set of brands, from brands dis-
arch, and from point-of-purchase. This
consumer choice later in the chapter.

nd unless it is included in their

i UCts 1s quite small, Although consideration
set size can range from one (a very brand—loyal customer may consider only

one brand) to as many brands as are available in the market—dozens or even
hundreds for some products—ce y consider more than seven
brands (see Figure 10.1). Aside from the fact that consumers just don’t have

the time or the desire in many cases (given the limited utility of evaluating

15 different brands of toilet pg i
of brands, limited informatics L. O "hstance) to carefully consider dozens

nsumers rarel

(5 €Xists across prody 'y rule, this tendency to ha'®
Ct ¢ i an
s and computers, ategories, from toothpaste
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Becay
order to enc P'¢ consider so few brands, marketers have to be creative in

Offerings, Ong'i::zgemm}l:sumcrs to consider their brands over competitors’
attention to the b}:'an (Eill' c:jers get consumers to consider brands is by drawing
principles e i an pmkmg it mcmorabk.:. When a marketer uses the

1on, learning, and memory to increase the likelihood that a

brand is j )
included in a ¢ ’ i :
onsumer’s consideration set, the marketer i
closer to a potential sale. , Pa®

| Consideration Sets

OBJECTIVE (B8

Brands Available Consideration Set Choice

in the Marketplace (7+2 brands) (1 brand)
(> 20 brands)

Source: Kardes, F. (1997). Consumer Behavior and Managerial Decision Making. Upper Saddle River, NJ;
Prentice Hall.

Ensuring that a brand is simply included in consumers’ consideration sets
is an important first step to influencing brand evaluation and ultimate choice,
but how many and what other brands are also included in the consideration set
are also important factors. As the number of brands in the consumer’s consid-
eration set increases, the likelihood of a brand being chosen decreases. Thus,
the next step should be to control the number of competitors’ bran_ds in ic
consideration set. Three techniques for influencing consumers’ consideration

sets are part-list cuing, the attraction effect, and the compromise effect.

Influencing the Consideration Set

Part-List Cuing One way marketers influence thc consic!cration setis to deFrcasc
i rall size while at the same time maintaining their -brand presence in the
- Ty s can reduce the number of brands considered for a purchase
Ly Markcif;t-ust cuing, which involves presenting the names of just
eyen Izi when consumers are trying to recall as many brands as possible.*
oo e is designed to make some brands more prominent than others
(0 tive advertisement or by listing the names of only a few

i com eti - . : ] d
by usmﬂg}1 a s gs in a promotional campaign or selling situation. As the pan:.lal
Eompf‘cb ra?‘l ds becomes more conspicuous and more strongly connected with
ist O

the product category, it becomes more difficult for the consumer to think of
€ PrOt s

b §

- paip SR
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: ine th
other brands. For example, let’s 1magm: ;
new car. The consumer knows she wants

d she
know what brand of car she wants, and SH¢ &
in the market fit her general purchase criteria. The consumer heads to a Nearly

new car dealer to “browse around.” OfCCIJlll“fS_C: :‘ fi:sgz?;?lglif?ﬁ:apxc}f

{ w minutes of discussing the featt , the
?aclzisl::tsi)rcgt% directs the consumer to a brand mpdcl tf(ljat best fits her Needs.
The salesperson may then proceed to compare h1§ brﬁan tf(‘) one or two otlher
brands in the market. Of course, the salesperson will likely focus on competing
brands that are inferior in some way to his brand. As the consumer focuses o
these three brands—the one on the lot and the other two mentioned by ¢h,
salesperson—it becomes more difficult for her to recall other brands that migh,
also fit her needs. Suddenly, her consideration set has been reduced to tf}rcc
brands. The comparative advertisement for 1D Patfol on page 271 works in 5
similar fashion. The ad tries to create a consideration sct. of just four, one iy
which ID Patrol is the only brand to offer all five, key attributes.

The part-list cuing effect is important because it can help consumers quickly
and efficiently come to a decision, plus it can also lead them to focus on some
brands while ignoring others that are potentially better. As a result, consumers
may make choices they later regret.’

The Attraction Effect Marketers also attempt to influence which specific brands
consumers are likely to compare and evaluate. A target brand seems more attrac-
tive when it is compared to inferior brands and less attractive when compared to
superior brands. This is called the attraction effect.® Marketers want consum-
ers to compare their brands to inferior brands—remember the car salesperson?
Again, this can be done in a selling situation or by using comparative advertis-
ing and promotion that show the target brand as superior to other brands on
some dimension. Alternatively, the attraction effect can unintentionally occur
when a firm has multiple brands in its product line (see Figure 10.2).

For example, Williams-Sonoma sold a home bread-baking machine for $275
and at first, sales were poor. Later, Williams-Sonoma added a much more expen-
sive home bread-baking machi

: ne to its product line. When consumers compared
the $275 machine to the much more expensive machine, the $275 machine

the price, and sales of this machine almos
75 seemed like a more reasonable price when

price, and consumers like to save money:

her way to im r ; : cular
: ove c
brand is to make the brand ap prove the evaluation of a part

; Pear as an average ‘ee) bran
against other brands in the ¢ ge (ora good compromise)

onsideration set, A . er-
: . . A com av
age on all important attributes promise brand seems

or features, Whj hart
some really good and some really bad features, al ;:gfgnzgimbl:agge;pcaﬁ

to not have any very bad feature :

€S and ig at least features:

| : ad
hus, a compromise brand seems like a safe choice aCCC.Ptablc ol

or the increased probability of buy; This compromise

ying a : : oy likel
to occur when consumers are c011c€grneccl°1;‘ll§)gonusc l?rand, is espcqa!JY m((;z
Figure 10.2).” For example, Ut making a bad decision
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ID Patrol™ — new from Equifax.

Our whole team behind
you and your identity.
Count on D Patrol.
Only from Equifax.
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mﬁz_mmpa ring their products
' competitors’ products : ' ¢
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10 make their product seem
desirable than the others.
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Mid-Calorie Soft Drinks

Marketing 1in

—

Due to health concerns about obesity and diabetes, soft drink
sales have been dropping in the United States. How can soft
drink companies get soft drinks back into consumers' consider-
ation sets? One possibility is to introduce new ten-calorie soft
drinks to the market.® Consumers already understand that regular
soft drinks have a lot of calories and diet soft drinks typically have
one calorie, but they need to be educated about mid-calorie soft
drinks—such as Dr. Pepper Ten, 7Up Ten, A&W Ten, Canada Dry
Ten, RCTen, and Sunkist Ten. All of these products are owned by

the Dr. Pepper Snapple Group. Dr._PepperTen is positioned for
men only,and commercials for this product show a rugged man
in an action movie drinking Dr. Pepper Ten. The slogan is: “It’s Not
for Women! The product is targeted at 25- t0 34 year-old men
who prefer regular Dr. Pepper but want to cut down on calorieg
7Up Ten is targeted at men and Iwomen, and a recent ad shows
a young couple getting into a plﬂ|§ monster truck and Watching
a cooking show in which the host is tackled byeﬂ: football player
The slogan is; “Great Taste, 10 Calories, Get Both.

then the moderately priced model seems like a reasonable compromise. Brands
that are intermediate or “average” in terms of price, quality, and number of
features are frequently chosen from the consideration set. They are chosen
even more frequently when consumers need to justify their choice to others,
such as a spouse, boss, or friends. It is often easier to justify the purchase of
intermediate rather than extreme brands.

Of course, nearly any brand can appear to be a compromise brand depending
on the brands to which it is compared. Advertising and promotion campaigns
that encourage consumers to compare a seemingly average brand to more
extreme brands increase the influence of the compromise effect.

The choices that consumers make follow their evaluations and judgments
of the brands in their considerations sets (see Figure 10.1). Now that we have
examined how consumers establish consideration sets and how marketers
attempt to inﬂl_,lcncc brand evaluations within these considerations sets, we
turn our attention to the desired outcome of the consumer decision-making

process: consumer choice.

Constructing Evaluations to Make Choices

Consumer choice involves selecting one product or brand from a set of pos
sibilities, Marketers who want to influence consumers must understand thre¢

critical issues:

1. The brands in the consideration set

2. The types of information used to detect and evaluate the differences amofé
the considered alternatives

3. How this information is ultimate]

The first point has already been discussed, T X . pssed
throughout the rest of the chapter, First, thr he other two issues are disc

on the physical presence or absence of the b :
stimulus-based, memory-based, and mixed cﬁz?i W

y used in the choice process’

¢e types of consumer choice D35
g choice are revt
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G shopping typically involves a
Mixed choice situation.,
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The e B s been determined, consumers need to evaluate
S among t_hc considered brands to make a choice,

e and physically observe al| relevant brands in the
and t!1c1r brand attributes, they make 2 stimulus-based
e » I A grocery store, it s ¢asy to compare brands and
o PLy by examining the different packages on a shelf.

n > s, a : :

one of the relevant brands and attributes is directly and physically
able, however, con ' ;

sumers make a m - i
consumers must retrieve brand and attribute ilfg:gt:ﬁ]seg();hgce- f"IC;C,
€Xample is a consumer at ho i decide wh ' Yedie:
for el o , lome trying to decide what restaurant to go to

Y, In mixed choice, consumers can see some brands but
must rcn_uembcr others. This is the most common type of choice scenario.
When this occurs, stimulus brands—the brands that are physically observed—
usually have an advantage over memory brands—the brands not observed but
drawn from Mmemory—because consumers tend to forget specific details about
memory brands.!! For example, when shopping for a new car, a consumer is
likely to visit an automobile dealership. While on the premises, the consumer

obsery

may attempt to compare model brands on the dealership lot (stimulus brands)
to model brands that she examined carlier at a different dealership (memory
brands). If all the brands are similar in quality, the consumer is more likely to
choose the stimulus brand because she might not be able to remember the
exact price or the exact level of performance on an important attribute of the
memory brands.

® iStockphoto_com/1001nights

h consumers usually choose stimulus brands over memory brands,
s Cc:vcrsc: this effect when memory brands have a very large number of
St Consumers are likely to remember that these brands are very

i i the brands.!? “Puffery”
’t remember specific details abourt the 5

markete !
favorable attributes.

good even if they can
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ut a memory brand such as, “This brang

nerease the likelihood that consumerg wil
. ~mory br ;

choose it. Thus, stimulus brands are pI‘LfLFI‘Ed over memory brands €xcept i

: : be ignored.
special cases where memory brands seem too good to ti n;gulus s
Now that we have looked at the differences in § us Memory,

brands, let’s examine some common ways consumecrs ;va'll}atc br;Ed informg.
tion and how the amount of effort expended on the decision-making progeg

influences choice.

or exaggerated advertising claims abo
rated number 1 in its class,” can also 1

Attitude versus Attribute-Based Choice

Sometimes, consumers make choices based on gcpcral impressions about
brand and sometimes on specific brand attribute 1nforlmanon.‘ In attitude.
based choice, they form overall evaluations and general 1mpressions of brands
in the consideration set based on a combination of everything icy know aboyt
all the brands, and then select the one with the highest evaluation. Formally, 3y
attitude is an evaluative judgment that a person forms of people, objects, and
issues. In contrast to attitude-based choice, when consumers make attribute.
based choices, they compare the specific attributes or features of each brand
and select the one that performs best on key attributes.

When do consumers use attitude-based versus attribute-based choice strat-
egies? One determinant is accessibility, or ease of retrieving either attitude or
attribute information from memory. Research shows that, when drawing infor-
mation from memory, a person usually finds it easier to use attitude-based
choice because attitudes are easier to retrieve from memory than are specific
brand attributes.'®* For example, it is easier for consumers to recall that they
generally like the Skippy brand of peanut butter more than Jif than it is to recall
attributes of both brands (e.g., price, nutty taste, smoothness) and individual
preferences for each attribute. Of course, attitude-based choice can occur only
if the attitudes exist; a person must have a previously formed attitude toward
brand to pull it from memory.

On the other hand, usefulness of information is important too. When brands
are very similar overall, small differences among them are easier to detect when
comparing them along specific attributes. In this case, attribute-based choice
may bc_ pt:cfcrable because the attribute information is more diagnostic, which
means it is more relevant for distinguishing among brands. Therefore, while
attitudes are oﬁ:cn. more aqcmz'ble, attributes are often more diagnostic. In g
eral, the mﬁ?rmanon that is most accessible and diagnostic is the information
that is used in a consumer’s choice decision.

Thc accessibility and dia.gnosticity of information are not the only facto®
that mﬂucr_icc the type of information that consumers use in their choi§€5-
The more important Ithc product choice, the more consumers want to
about it, and this too mﬂucn'ccs the type of information they use. For examplé;
pulrchasmg an crl;gagcmcnt ring, selecting a university, or even choosing neW
i » o ey e thin urclasing o bl GUESE
Motivation and Opportunity to deﬁbcraz thcory called the SHEE 0

? _ ¢ are key DEterminants of the P
cesses that influence consumer choice.* Motivation i« h: decisio”
is more personally relevant (motivation is on is highySiSaRE nt):

nore persona Synonymous with high involvem®
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Opportunity is high when people can take time and have the abll}\t;i t;gnth;::l;
carefully and to deliberate about the decision. When both mc-fl1 . Ty
opportunity are high, consumers are likely to deliberate about o8 because
This careful deliberation is more consistent with attribute-based Cholcc isccall
brands are carefully evaluated along every relevant product attribute. o
that small differences among brands are casier to detect when comp::irsmg o
along specific attributes, and even small differences between prang r;;i or
crucial when the purchase choice is very important. fE Syehie> mo?(\)’as

opportunity is low, attitude-based choice is more likely. See Figure 10.9.

FIGURE 10.3 | The MODE Model

Source: Reprinted from Advances in Experimental Social Psychology, M. P. Zanna (Ed)), Vol. 23, Fazio,
R. H., Multiple Processes by which Attitudes Guide Behavior: The MODE Model as an Integrative
Framework, pages 75-109, Copyright 1990, with permission from Elsevier.

Choice Deferral Choice deferral refers to the decision to choose nothing.
When the choice decision becomes too difficult because there are too many
options or because the choice decision requires too many trade-offs among
options, consumers often decide to choose nothing.'® Decision difficulty
increases uncertainty, and uncertainty encourages consumers to decide not
to decide. This is bad news for marketers, because marketers do not want
consumers to go home empty-handed. Hence, it is important for marketers
to understand the factors that influence choice deferral.

Uncertainty appears to be one of the most important factors because
uncertainty encourages consumers to postpone decision making, search for
additional information before making a decision, or ask someone else to make
the decision—someone like a spouse or an advisor. For example, many people
hire financial advisors so they do not need to think about difficult financial
decisions. Similarly, many consumers buy Consumer Reports “Best Buys” so
they do not need to make difficult trade-offs among attributes, such as the
trade-off between price and quality. Most consumers want to purchase a high-

 quality brand, but they do not want to pay too much. How much would you
willing to pay for a 10% increase in quality? This is a common but difficult
c-off that consumers must deal with frequently. Consumer Reports helps
s avoid making this trade-off by labeling some brands as “Best Buys.”
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J

Walmart de
Mexico is

foreign subsid-
iary.'® A for-
mer Walmart
de Mexico
executive
recently
revealed that
his company paid bribes in excess of
$23 million to get permits throughout

. Walmart's largest

Walmart de Mexico

Mexico. Specifically, the bribes paid
for zoning approvals, reduced envi-
ronmental protection fees, and
support from neighborhood leaders.
He gave precise details regarding
names, dates, and bribe amounts.
Furthermore, Walmart de Mexico's top
executives knew about the bribes and
attempted to conceal this informa-
tion from Walmart headquarters in
Bentonville, Arkansas. Walmart de
Mexico employs 209,000 people and

is Mexico's largest private employer,
Walmart headquarters in Bentonville

is currently attempting to strengthen
compliance with the Foreign Corrypt
Practices Act in Mexico. Some argue
that Walmart should adopt the highest
possible ethical standards. Others argue
that Mexico, not the United States,
should investigate Walmart's practices
in Mexico. What do you think?

M

Missing information also makes decision making difficult. For example,
it is easy to choose between Automobile A, which gets 35 miles per gal-
lon (mpg), and Automobile B, which gets 25 mpg. But how do you choose
between Automobile A and Automobile C, which has unknown gas mileage:
Frequently, consumers downplay attribute dimensions that are not directly
comparable, and focus mainly on attribute dimensions that are directly com-
parable.”” However, when consumers are encouraged to form inferences about
the possible values of missing attributes, uncertainty decreases, and consumers
are more likely to make a decision.'®

Research also shows that consumers tend to overestimate the quality of the
brands included in their consideration sets, and this decreases choice deferral.”
When one group of consumers receives three brands to consider, and another
group of consumers receives three completely different brands to consider, both
groups believe that the best brand is likely to be included in their consideration
sets. This effect is even greater when consumers have a high need for cognitive
closure, or the preference to reach a firm decision as quickly as possible. When the
need for cognitive closure is high, consumers underestimate the quality of brands
not included in their consideration sets even when they are reminded about s&V*
eral high-quality brands that were not included in their consideration sets.

OBJECTIVE Heuristic Processing

The MODE model is an example of a dual process model. This model
suggests that sometimes consumers think carefully about decisions and s0m¢"
times they don’t. As we saw in the discussion of the MODE model, mot
vation and opportunity are important determinants as to how much care
thinking people do when making a product choice. Also important ar¢ P/
cessing factors related to involvement, ability, and situational factors: In
general, when consumers think carefully about decisions. using all rele®”
information and considering all implications, they are B ing e :
atic processing. In contrast, sometimes people are unwillingggor unable t0 use

4
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;;‘;’(f)“:il?;ﬁiy C_ff;clrtfu}i.dccision-making strategies, 51-1ch as when motivation or
fdcaiiet cording; to the MODE model—is llo'w. Instt':ad, consumers
- simple heuristics that enable them to make decisions quickly and easily.
This is known as heuristic processing.’’ Heuristics are mental shortcuts
that help consumers simplify their decision-making tasks. There are three
tg/pes.ofj heuristics—persuasion, prediction, and influence. All heuristics aid in
simplifying cognitive tasks, but the type of heuristic consumers use depends on
the specific task at hand.
: Persuasion heuristics influence consumers’ beliefs and attitudes. They come
in three forms.?' The length-implies-strength hewristic suggests “size matters.”
For example, advertisements and sales pitches filled with facts and figures appear
more compelling than just a few claims. So consumers tend to evaluate the qual-
ity of the brand according to the number of favorable attributes it possesscs.
The liking-agreement heuristic is based on the assumption that consumers usually
agree with people they like. This heuristic is embodied in balance theory. Finally,
the consensus-implies-correctness heuristic is synonymous with “the bandwagon
effect.” It implies that if everyone is doing it, then it must be good, i.¢., it offers
social validation.

Prediction heuristics are used to form likelihood judgments (¢.g., repre-
sentativeness, availability, simulation, and anchoring-and-adjustment). The
third heuristic type, influence or choice heuristics, affects consumers’ deci-
sions directly (e.g., lexicographic, additive-difference, conjunctive, disjunc-
tive, frequency of good/bad features). Prediction and choice heuristics are
discussed in detail later in this chapter.

Heuristic processing occurs most often when a decision is perceived as
unimportant—-which ketchup brand to buy, for instance—or when decision
making is stressful or difficult as a result of time pressure or information over-
load. Consumers’ use of heuristics becomes even more prevalent as the amount
of information available to them increases, as potential choice alternatives
increase, and as the pace of life increases.

There are many ways consumers use heuristics when evaluating brands.
Consumers often use¢ heuristics to predict what will happen if they buy or don’t
buy a particular product or brand. For example, “If I buy the most expensive
Jaundry detergent, my clothes will be extra clean.” Heuristics also influence
what and how much choice-related information consumers use to make a deci-
sion and how they use that information. For example, many consumers assume
that price and quality are strongly rcllatcd; that is where the idea that “you get
what you pay for” comes fI’O[’I’l..ThlS assumption lcads.consumcrs to predict
that expensive products are high in quality, and inexpensive products are low in

i consumers use price as a heuristic cue for predicting quality, they
nt of quality on price alone. However, many other variables
ity, such as product reliability, durability, appearance, ease of
the number of different uses of a product. Price is just one
sotential pitfall of using heuristic processing. Although it
ing and enables consumers to make choices quickly and
often oversimplifies choice and leads consumers to
mation. Consequently, when consumers focus only
ify prediction and make poor decisions. For exam-
oducts, price is only weakly related to quality.?? This
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ing too heavily on the price-qualigy
ality. Relying . -ed brand that is low in quality
buy a high-pri s use to predict the quality of
hat consumer: reputation, warranty, the
d name, stOr; membership in the Better

B tlo
k . rlcc bu
- hlgh mn p
e brands are
means that som

are low in price but high ‘m ?{I)J
heuristic can lead consumcrsl it
Of course, price is not the only s
a product. People also rcly. on s
Good Housekeeping seal of app )

: iristic cues. cople also
Business Bureau, among other het ic cues noted above, peop e

: oc} surist
In addition to using the SP-LCIHC}?tbrcaki"g rescarch on the use of gener)
meral heuristic cucs. In their pac d four important general cues that
RENFIWE) Tversky and Kahneman researche decision making: the represen.
hcq“]s;'s::: for simplifying predictions rcl.atc':d tt(])1 simplifcntheuristic and
E:t(i)\?cncss heuristic, the availability hcurls;lf ¢ r:w 4).2 Each of these heuris-
; : istic (see Figl gl

anchoring-and-adjustment heuristic ( s and marketers, to make bad pre-

tics can lead all people, including consumer

dictions and, thus, bad decisions.

FIGURE 10.4 | Prediction Heuristics

Representativeness Heuristic
Concept Example

Assessing the likelihood that a particular If a consumer beli§ves tha‘F Honda
target belongs to a category based on the | automobiles are high quality, he may
degree to which the target and category conclude that Honda motorbikes are
appear similar, similarly high in quality.

Availability Heuristic
e R
Concept Example

If a consumer recalls many floods, then he
par or she will predict that future floods are
prediction of that event on how easily

| likely, As a fesult, this consumer may be
these examples come to mind. inclined to buy flood insurance
__-—-—-—_.-_-__' i

Searching memory for relevant examples
of a particular event and basing one’s

Concept

An event or sequence of events that
10 imagine also seems very likely to

Example
Consumers who imagine 3 brand
performing we

Il are mor likel lieve
that this brand Sl

will ; :
\ needs. actually satisfy their

Is easy
occur,

Random anchors or“stary
influence Probability estj

Ing points”
Mates,

agents’ €stimates of the value

3¢ Very close to the prior
Stprice (

anchaor),
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Prediction Heuristics
Good'consumcr decision making often requires accurate probability or likeli-
hood Judgments about events, such as accurate predictions about future prod-
uct performance (will the product do what I need it to do?), about when a
pf‘oduct needs replacement (Should I buy a new car now or risk future FEpatr
bills?), about the behavior of others (Will my sister like this gift> Will this sales-
person try to trick me?), and about one’s own future behavior (Will I still like
this color of paint two years from now?). However, although the ability to
make predictions is very important, research suggests that people are not very

good at making them, largely because they often unknowingly use heuristics to
generate those predictions,

Representativeness Heuristic Predictions are sometimes based on similarity or
representativeness. People using the representativeness heuristic make pre-
dictions based on perceived similarities between a specific target and a general
category. For example, if a new product has a similar name, package, or appear-
ance to another product we like a lot, we usually predict that we will like the
new product, too. If a person we just met reminds us of another person that
we do not like—perhaps because the two people have similar glasses, clothing,
gestures, or mannerisms—we often predict that we will dislike the new person,
as well. Because whales have many traits and characteristics similar to those
possessed by fish—such as fins, tails, and the ability to swim and live in water—
children often believe that whales are fish. Consumers make similar mistakes
when they focus on superficial similarities between an object and a category. In
the same way, marketers can use the representativeness heuristic to their advan-
tage. For example, a private store brand often packages products in boxes with
sizes, colors, and graphics similar to that of leading national brands, hoping that
the superficial package similarities will lead consumers to predict that the store
brands are similar to leading national brands on more important dimensions.
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1 focus on these irrelevant Sll‘l“ll]aritics——packagc

Unfortunately, consumers ofter ot
s may suffer.

color and graphics—so their prediction e '
Important information often overlooked because of the representativeneg

heuristic is the base rate, which is the incidence r;}tc of an event. If consumery
know that 10% of the products in a particular industry fail or need repair,
then they can predict a 10% chance of a random.]}’ selected P"_U'd_UCt from thig
industry failing. In the absence of other information, that prediction should be
based entirely on the base rate. However, Tversky and Kahr1c1na11 have showp
that even a small amount of marginally useful information can lead people tg
rely too heavily on the representativeness heuristic and spbscqucnt]y neglect,
overlook, or ignore the base rate.* For example, in a classic sttild)'} Tversky ang
Kahneman told research participants that a panel of pSyC_hi_Z'long[S administered
personality tests to 30 engineers and 70 lawyers. Participants were asked to
predict the likelihood that a randomly selected person from thlS‘ sample was
an engineer. When no other information was provided, most participants pre-
dicted correctly that there was a 30% chance that the randomly selected person
was an engineer. However, in another experimental condition, participants
received a brief, marginally informative description of the randomly selected

person:
Jack shows no interest in political and social issues and spends most of his free
time on hobbies, which include home carpentry, sailing, and mathematical

puzzles.

When participants received this brief description, they cat-
egorized Jack as an engineer, and they predicted that it was
highly likely that Jack was an engineer. Even marginally
relevant descriptive information can lead people to ignore

P The %
@Illlncl]tﬂl . highly relevant base rate information.

Another bias related to the representativeness heuristic

’ - - II - I "] .

”"ml]“ 'msuell!:gtlokes deals with the law of large numbers, which states that the

FREE larger the sample size, the more likely it is that statistics est

MAGELLAN® ROADMATE™ 1200 WITH THE PURCHASE OF mated from a sub-sample apply to the larger population from
RE & 2 :

4 CONTINENTA "RESFORn"wml'gf"gf""g?‘OR'M? i which the sub-sample was drawn. Unfortunately, people

AN

expect even very small samples to be representative of larger
populations, but this may not be the case. For example, 3
small group of friends may tell you that a new movie is reaty
good or a particular new restaurant is bad. It is very likely
that you will rely on this information received from a sm&
group and ignore that fact that the opinion of such a sma
group may not be representative of what the majority ©
people think.

I'he representativeness heuristic also encourages pcaplf
to commit the gambler’s fullacy. Gamblers often foolishly
believe that events alternate frequently in random sequenc®®
.’lf‘ld that long streaks of the same event must be nonrando™
(J()I1SCL]llCl1rl}’, it a basketball P]ﬂ}’t:l' makes several baSk‘:t’sl
a row, gambzlcrs believe the player is more likely to make
next basket.?s "ll"hc streak seems nonrandom because it ¢°
not correlate with people’s conceptions of chance. gimilarth

: <MAGELLAN-,
PLUS s B
ENTER THE ULTIMATE ADVENTURE SWEEPSTAKES
FOR YOUR CHANCE TO WIN !

ENTER SWEEPSTAKES AT
~ CONTISWEEPS.COM

AP Images/PRNewsFoto/Continental Tire Narth America, Inc

Sweepstakes can appeal to the gambler’s fallacy.

_
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when betting on whether a ¢

; oin will turn up heads or tails amblers often
believe that 3 b

Hoteo tht:isc ;S anlltl)itl‘(c llikcly after a string of heads (e. g four h:::adsl in a row).
e 50%, 2 ual ikelihood of tails after fpur hca.ds in a row is still the ba;c

; . ¢ long run, the number of times tails turns up is 50%, but in
small samples, random streaks are highly likely to be observed. Marketers use
the gambler’s fallacy to convince people to buy lottery tickets, enter sweep-
stakes, and look for winning game tokens, based on the idea that if consumers
purchase cnough tickets, etc., they will eventually win.

In business, a string of successes seems nonrandom, and lucky marketing
Managers often conclude that they have beaten the odds. Consequently, they
predict that they will continue to beat the odds. This is another example of the
gambler’s fallacy. After a string of failures, unlucky marketing managers often
predict that the odds will even out and, therefore, they are due for a success.
Again however, marketing managers can get lucky or unlucky as a result of
chance, and the laws of chance never change. Fortunately, many business out-
comes are influenced by both skill and chance. What marketers should hope is
that the skill component is great enough to increase the probability of success,
regardless of chance. But whenever chance exists, no matter how small, the
probability of success cannot be 100%.

Finally, the representativeness heuristic influences how consumers might
use information prematurely to make decisions. The likelihood of one spe-
cific extreme or unusual event is very low, by definition. Usually, extreme or
unusual events are followed by less extreme or less unusual events. This is
known as regression to the mean. In the long run, the average or typical level of
a variable is observed. For example, many top athletes have remarkable rookie
years and much less remarkable second years (the so-called sophomore slump).
Many restaurants seem to serve outstanding meals once, but less exciting meals
over subsequent visits. Regression to the mean occurs for extreme negative
events, also. A store where you received terrible customer service when you
visited it the first time may offer better service over the long term. In each
of these examples, an initial extreme or unusual performance is followed by
a more moderate, typical, or average performance. This is because the initial
extreme performance was influenced by random factors (e.g., the rookie’s style
of play just happened to click well with the other players: the chef had especially
fresh and delicious ingredients). However, in the long run, individuals, groups
of people, and organizations perform at an average or typical level.

The representativeness heuristic makes it difficult to fully appreciate the sta-
tistical concept of regression to the mean. Good performances seem to come
from skill, and skill seems to ensure continued success. Poor performances
seem to stem from mediocrity, and mediocrity seems to ensure continued
failure. However, chance factors can lead consumers to jump to conclusions.
Prematurely categorizing customer service, products, or.organizations‘ on
the basis of their initial performance can lead to poor predictions. Thus, it is
important for marketers to limit the nun'fbcr.of unus.ual events that can happen
when dealing with customers, and to strive for consistently good performance
from their products and services. .

To summarize, the representativeness hcurisncl encourages pcop-lc to focus
on simple similarities and to igno:;e complex but hlghly relevant statistical con-
cepts, such as base rates, gambler’s fallacy, and regression to the mean.

Scanned with CamScanner



282 Part 3 | Consumer Decision Making

In order to minimize the loss of
customers due to poor customer
service experiences, retailers must
strive to maintain consistently
good performance in the minds
of their customers.

Geoffrey Robinson/Alamy

¢ to make predictions
26 Events that

are highly memorable because of media exposure, frequent exposure, or recent
exposure are easily recalled. Easily recalled events tend to be overestimated.
For example, let’s suppose a consumer is booking a flight reservation and is
trying to determine the likelihood that his flight will be delayed. If his flight
was delayed the last time the consumer flew with a particular airline, then that
event will be easily recalled. As a result, this consumer will be more likely to
predict that his upcoming flight will be delayed, also. Likewise, events thatare
unmemorable tend to be underestimated. For example, is it more likely to be
killed by a shark or by falling airplane parts> Most people beliceve that shark
arracks are more likely because of movies featuring giant sharks and media
reports of shark attacks. Deaths resulting from falling airplane parts, however,
receive much less media attention. In reality, a person is 30 times more likely to
die from falling airplane parts than from a shark attack.?”

It is also important to distinguish between the ease with which examples
of a to-be-predicted event can be retrieved from memory and the number ©
examples of a to-be-predicted event that can be retrieved from memory* Ifit
is casy to retrieve examples, the event seems likely. If it is possible to retrieve
many examples, the event also seems likely. In many situations, ease of retrieV
and the number of examples that can be retrieved are confounded. Thatis,
and number are cither both high or both low. When this is the case, itis impos”
sible to determine whether case of retrieval or the number of examples that cal
be retrieved has a stronger influence on predictive judgment.

In some circumstances, however, ease and number are inve
(i.c., as one variable increases, the other variable decreases). In an impor
experiment that separates the effects on prediction of ease of retrieval vers
number of examples retrieved, participants were asked to generate either t€?
(difficult task) or one (casy task) reason that a BMW is better than a Merced®”
Benz.? The results revealed that the BMW was more strongly prgfcrrcq over
the Mercedes-Benz when one reason was generated than when partic

i

Availability Heuristic People use the availability heuristi
based on how easily they can retrieve information from memory.

easc

ysely rclﬂ“‘:
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asons. The e
thahds s¢ results are surprising because ten reasons are better

¢. Ho ; . . .
WeEver, one reason is easier to retrieve, and case of retrieval is more

important . .
pd thfln the number of items retrieved when the availability heuristic is
used as a basis for prediction 30

ELTC"('; ag:}:‘ol':::;gltlcal’eoplc use the simulation heuristic to make predictions
ted 81 T gt b (}; n event or a sequence ofeven‘ts can be imagined or visual-
eifiineany RED r sequence of events is casy t(.) Imagine, it tCl:ldS to be over-
N o ent or sequence of events is difficult to imagine, it tends to

underestimated. In one study of this phenomenon, participants were asked
to imagine how likely they were to contract a disease called Hyposcenia-B.32
In the €asy-to-imagine condition, participants were told that the symptoms
of thf{ discase were headaches, muscle aches, and low energy. Most of us have
experienced these symptoms at some point in our lives, and consequently, it is
€asy to imagine suffering from them. By contrast, in the difficult-to-imagine
condition, participants were told that the symptoms of the disease were dis-
orientation, a malfunctioning nervous system, and an inflamed liver. Most of
us have not experienced these symptoms, so they are difficult to imagine. The
results indicated that people believed they were personally more likely to con-
tract Hyposcenia-B when the symptoms of the disease were easy to imagine
as opposed to difficult to imagine. These effects disappeared, however, when
participants did not attempt to imagine experiencing any of the symptoms.

These findings have important implications to marketers. For example,
the simulation heuristic affects healthcare marketing. Consumers with high
blood pressure often forget to take their medicine because the symptoms usu-
ally aren’t that bad, so it is difficult to imagine that their condition is seri-
ous. Consequently, their health deteriorates, and marketers at pharmaceutical
firms sell fewer pills. Similarly, consumers suffering from infections often take
antibiotics for a few days and then stop before finishing the course because
they feel better and it is difficult for th_cm to imagine that they are still sick.
Consequently, antibiotic-resistant infections develop, apd_ p}}armaceudcal firms
have to spend millions on the development of new antibiotics.

Anchoring-and-Adjustment Heuristic People using the anc_lloring-ax.xd.-
adjustment heuristic make prcdiction's bascfi on a first impression or an ini-
tial judgment (or anchor) and then sh1ft (ac.l}us.t or ﬁnc-tu_ne) t_hls ]udgr.ne:rft
upward or downward depending on the lmpl{caUOns of the imagined possibili-
ties.3 Unfortunately, people often do not ald]ust enough, and as a rcsulF, ﬁ_nal
judgments tend to be too close to initial ]udgmffntsf. For example, thinking
bout big numbers leads to big judgments, and thinking abogt small n-umbcrs
;lcads to small judgments. Consequently, if you are asked to think of'a bflg num-
ber first, such as 975, you would be more likely to overestimate the pncc.of an
i cn;ivc product that you don’t buy frequently. If you are as!ccd to thmk.of
s ber. such as 1, you would be more likely to underestimate the price
i nurl; r,oduct. Similarly, expert real estate agents who receive a high
qf tht’: e E, h anchor value) for a house overestimate the value of a house,
115;;i in:;c(lft; ngw receive a low list price (or low anchor value) underestimate
o ouse.?
me;ﬁlucar?ggl;:j;?a;](;—adjusmcnt heuristic can be used to trick consumers
e

more a ry ny cases, consumers intend to buy
: ‘g more at a grocery store. In ma :
into buying mOre &t

I 3 - v
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enter the store (€.8., One containey b
Jatively low anchor. However, mercly
rage consumers to consider higher
icing such as 3 for $1.99, or 12 f,,

only one unit of a product when they
milk); obviously the number one is a r¢
mentioning larger numbers can encou
anchors.?® For example, multiple-unit pr :
the price of 10, encourages consumers to buy more than one unit fc?r tWO reg-
sons: first, to obtain the volume discount, and second, multiple units sugges
an anchor value that is higher than one. Ironically, purchase quanpw limits
(e.g., a limit of 10 per customer) can also encourage consumers to think aboy,
higher anchors and buy more than one unit, even if they lenot come cloge
to purchasing the amount implied by the limit. Suggestive selling (grab six for
studying, buy eight and save a trip, buy 12 for your freezer, etc.) and expan-
sion anchors (e.g., 101 uses around the house) also encourage consumers to
consider larger anchors and to purchase multiple units.

3for2 3for2 | 3for2

!Vlix & Match Mix & Match on ljlair.care

on dental

Grocery store marketers
oftentimes use the anchoring-
and-adjustment heuristic to
convince consumers to buy more
than one unit of a particular
product.

Justin Kaseminez/Alamy

Consumers and marketers could make better predictions and better deci-
sions if they relied more heavily on statistics and less on perceptions of simi-
larity, ease of retrieval, ease of imagination, and first impressions. However,
statistical knowledge requires training and effort, while heuristic thinking does
not. Consequently, heuristic thinking is common despite the fact that it usually
leads to poor predictions and poor decisions. The next section examines hew”
ristics further in how consumers use them when selecting products.

Choice Heuristics
The Lexicographic Heuristic Consumers using the lexicographic heuristic ('

single-attribute heuristic) compare all brands on one key attribute, such as pricc
size, weight, reliability, durability, calories, sugar, etc., and cho’ose the bran
that performs the best on that single attribute, while generally ignoring the
other attributes.*® If there is a tie, consumers examine the next most impo
attribute to break the tie. Assume that a particular consumer views style a5
most important attribute for a new pair of blue jeans and comfort as the secon
most important attribute. This consumer will select the brand that appear

be most stylish, ignoring price, durability, colorfastness. and other attribute®

i
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Why choose Anchor Butter that's shipped frozen

when you can choose Country Life?

Bekre Aschor Butier reachen your ishle s frssen sed shipped sver
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Consumers often compare brands
on one key attribute.
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o° Style is the key attribute; it is all that matters. If two brands
appear equally desirable with respect to style, then this con-
sumer chooses the brand from these two that performs best
on comfort.

The lexicographic heuristic is a non-compensatory choice
strategy because a high score on one attribute cannot com-
pensate for a low score on another attribute. In this particu-
lar case, no other attribute can compensate for inadequacy
2 on the key attribute. In fact, most choice heuristics are non-
' ’ L compensatory because attributes are evaluated one at a time.
Unfortunately, this leads consumers to sometimes choose
brands that are not the best choice because trade-offs are
ignored. Consumers typically don’t like making trade-offs
because it is difficult to determine how much they should
give up on one attribute to gain on another. For example,
it is difficult for a consumer to express how much he would
pay for a 10% improvement in the speed of his computer. But
ignoring trade-offs can lead to bad decisions. Nevertheless,
consumers assume this risk when they use quick-and-dirty
heuristics that oversimplify the choice process.

(T
LU

Image Courtesy of The Advertising Archives

The Elimination-By-Aspects Heuristic Another non-compensatory choice
heuristic is the elimination-by-aspects heuristic. Consumers using the
elimination-by-aspects heuristic reject all brands that do not have a key feature
they want.?” For example, if a consumer wants to buy a hybrid automobile, she
might reject all non-hybrid cars. Next, she would focus on a different attribute
and reject all brands that did not meet her requirements on that particular fea-
ture. For example, if the consumer prefers front-wheel drive, she might reject
all hybrid automobiles that are rear-wheel drive. The process continues until
only one brand remains. Rejecting brands is often easier than accepting multiple
brands and then choosing among them. Consumers rarely need to examine a
large set of attributes when using this choice heuristic. Furthermore, thinking
about the attributes you do not want (a rejection frame of mind) often leads to
different choices than thinking about the attributes you want (an acceptance
frame of mind). The former focuses on avoiding negative outcomes from the

purchase, while the Jatter emphasizes attaining positive outcomes.

The Additive-Difference Heuristic Consumers using the additive-difference
heuristic compare two brands at a time, one attribute at a time, and subtract
the evaluative differences.®® Subtraction is performed on all relevant attributes,
and each attribute is weighted for importance, i.c., each difference is multiplied
nce of the attribute. Each weighted score is then summed to
arrive at an overall score for each brand. The brand that performs the best on
the most important attributes is selected. For example, if a consumer is evaluat-
ing automobiles and Brand A gets 35 mpg, but Brax_u:l B gets 30 mpg, the differ-
ence is 5 mpg. If fuel economy is ]udgcd'to be very important for this consumer
(e.g.,50na scale of 1 to 5), then the wlft:lg!ltcd dlftcn?ncc b':l:twecn Brand A and
B = 25 (5 x 5). This method of multiplying the weights times the differences
continues for all relevant attributes, and the differences are summed for a total
score. This heuristic requires more effort because math (subtraction, multiplica-
tion, and addition) is used. However, more effort can lead to better decisions.

by the importa
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While various tools can help
consumers make purchase
decisions, relying solely on those
resources oversimplifies the
choice task.

=
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The Conjunctive and Disjunctive Heuristics (Ihnicc. heuristics do not alw
involve making comparisons among brands. Sometimes consumers focyyg on
one brand at a time, and no brand comparisons are PC_"fU"mCd- Examinin
one brand at a time is casy, and if the first brand seems satisfactory, a Consume,
might buy it without examining any other brands. Consumers using the ¢q,
junctive heuristic set 2 minimum value for all relevant attributes and select
the first brand that meets this value for each attribute.” “_’ith this approach
all the attributes are considered together, and one poor attribute can elimipyy,
the brand. In other words, if a brand performs unsatisfactorily On one or mgy,
attributes, it is rejected, and another brand is considered. Typically, hO“’C\-'cr,
the first brand considered has a large advantage over other brands; Consumerg
often choose the first brand they consider.

Consumers using the disjunctive heuristic set an acceptable value, rathe,
than a minimum value, for all relevant attributes and select the first brand thy
meets this value on one particular attribute—which is not necessarily the mog
important attribute. In contrast to the conjunctive heuristic, this approach
focuses on each attribute separately, and one good attribute can save the alter-
native. Again, the first brand has a large advantage and is likely to be chosen
unless it is clearly unsatisfactory.

The Frequency Of Good and Bad Features Heuristic While all the heuristic
choice strategies we’ve considered thus far have been non-compensatory choice
strategies, consumers also use compensatory choice strategies. With a compensa-
tory choice strategy, good attributes can compensate for bad attributes. When
using the frequency of good and bad features heuristic, consumers forma
simple attitude toward each brand alternative by counting the number of good
and bad product features and choosing the brand with the greatest difference
between good product features and bad product features. For example, if Brand
A appears to have six good attributes and three bad attributes (6 — 3 = 3), and
Product B has nine good features and seven bad features (9 — 7 = 2), then

dyg

GIPhotwStock/Science Source
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Product A is chosen. This heuristic is easy to apply because counting is easy and
relatively little information is needed. Consumers are concerned only with the
number of attributes, not the importance of each attribute. In other words, all
attributes are treated equally. ‘o

As we’ve seen, choice heuristics help consumers make purchase decisions
quickly and easily. Unfortunately, these approaches also often reduce the llk.C]{'
hood of making the best possible decision because they oversimplify and mini-
mize the amount of information involved in the choice task. See Figure 10.5
for a summary of choice heuristics.

FIGURE 10.5 | Choice Heuristics
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When making decisions, many North Americans are said to be
analytical, relying on factual information, and individualistic,
making one choice independently of others, Similarly, the
French tend to consider many alternatives, and are highly
rational and thorough in their decision making, while Russians
are said to place more emphasis on values and appearance
than facts. Germans are said to be deductive, and the Danes
tend to be pragmatic when making decisions. In contrast,
in Japan and other Asian cultures, logic and rationality seem
less important; instead, one's ‘gut feeling” needs to be right,
and the collective consensus is more important than the
individual's opinion. Similarly, many Saudi Arabians are more
intuitive in their decision making and avoid persuasion in favor
of empirical evidence

In recent years, researchers have extensively examined
cultural differences in decision making. While cross-cultural

i Global Perspectives

Decision-Making Styles Vary across Cultures

research related to decision making covers a broad range of
topics, the overall results show that cultural differences are
pervasive, not just along Eastern and Western philosophies,
but also between countries and cultures within those
countries. Additionally, within individuals, cultural influences
are thought to influence consumers at all stages of the
decision process.”

Developing a fuller understanding of how people from
different cultures make decisions is essential for marketers
as they expand globally. As our world becomes smaller as a
result of information technology and the political opening
of borders and economies, understanding cross-cultural
differences in consumer behavior, decision making, and chaice
will become essential. Only by understanding cross-cultural
differences can marketers effectively craft products and
messages to satisfy global consumers.

Chapter Summary

Consumer choice involves choosing one brand
from a set of products. The set of products that
consumers think about and evaluate—the consid-
eration set—usually consists of fewer than seven
brands, and the best brand is not always included
in the consideration set. The more consumers think
about some brands, the more difficult it is to think
about other brands (the part-list cuing effect).
Moreover, a given brand can seem attractive (the
attraction effect) or unattractive depending on what
other brands are included in the consideration set.
Compromise brands, or brands that are average on
multiple dimensions, often have an advantage over
brands that are good on some dimensions and bad
on others (the compromise effect). Attraction and
compromise effects are often more pronounced
when consumers feel the need to justify or explain
their decisions to themselves or others,

After the consideration set has been determined,
consumers need to evaluate the differences in fea-
tures and attributes between the considered brands
in order to make a choice. When consumers can

directly and physically observe all relevant brands
in the consideration set and the brand attributes,
they make a stimulus-based choice, but when brand
alternatives are drawn from memory, choice is
memory-based. Mixed choice combines both stim-
ulus-based and memory-based choices. In addi
tion, choice often involves focusing on differences
among brands and using these differences as red
sons or justifications for making decisions. These
differences may be general (attitude-based choice)
or specific (attribute-based choice), depending o1
the a}cccssibiliry (salience in memory) and the diag:
nosticity (relevance) of the information used as @
basis for choice,

Choice heuristics are mental shortcuts that
simplify  difficult decisions. Consumers U
many different choice heuristics, Sometime®
consumers focus on only one attribute (the 1
cographic heuristic), and sometimes consume™
eliminate brands that do not have a desired fe&”
ture (the climination-by-aspccts heuristic):
other occasions, consumers compare two brand®
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jta time and subtract the difference in the values
of the attributes gthe additive-difference heu-
istic). In other circumstances, consumers can
focus on only one brand and choose the brand
ifit is satisfactory on all attributes (the conjunc-
dve heuristic) or satisfactory on one attribute
(the disjunctive heuristic). Finally, consumers
may simply add up a product’s good and bad

289

features and choose the best overall brand (the
frequency of good and bad features heuristic).
Choice heuristics can lead to bad decisions
when consumers overlook important informa-
tion. Nevertheless, consumers are often forced
to use choice heuristics when information over-
load, time pressure, or other stresses make deci-
sion making difficult.

Key Terms
additive-difference heuristic consideration set mixed choice
anchoring-and-adjustment disjunctive heuristic MODE model
heuristic climination-by-aspects heuristic ~ part-list cuing
attraction effect frequency of good and bad persuasion heuristics
attribute-based choices features heuristic prediction heuristics
attitude-based choice heuristics representativeness heuristic
availability heuristic heuristic processing simulation heuristic
choice deferral influence or choice heuristics stimulus-based choice
compromise effect lexicographic heuristic systematic processing
conjunctive heuristic memory-based choice

Review and Discussion

1. How can marketers increase the likelihood
that their brands are included in consumers’
consideration sets?

2. How can marketers use the part-list
cuing effect to decrease the likelihood
that competitors’ brands are included in
consumers’ consideration sets?

3. Why does the trade-off contrast occur?

4. Describe a situation in which you purchased
a compromise brand. Why does compromise
scem like such a compelling reason on which
to base a choice?

5. How does the availability heuristic influ-
ence how consumers make predictions about
Products? Boie,

+ How might the law 0
related to word-of:
(Word-of-mouth

marketing messages, product information,
and/or people’s opinions of the product
are passed from person to person through
informal conversation).

7. When are consumers likely to use a choice
heuristicc When are they unlikely to do so?

8. Choice heuristics are often non-compensatory.
Explain what this means and how it can lead
to bad choices.

9. Some choice heuristics involve comparing
several brands on the same attribute or set of
attributes. Describe a situation in which you
used one of these choice heuristics.

10. Some choice heuristics involve focusing
on one brand at a time rather than making
comparisons across brands. Describe a
situation in which you used one of these
choice heuristics,
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Short Application Exercises

1. Find three advertisements that use puftery.
Do you think that puffery or exaggeration is
an effective advertising tactic? Do you think
the use of puffery is ethical? Why or why not?

2. Choose three products you purchased
recently. Identify whether your choice of the
product was stimulus-based, memory-based,
or the result of mixed choice. How could a
marketer use package information to better
appeal to you for any of the products under
conditions of stimulus-based choice?

Managerial Application

. Find two advertisements, one that appeals

to consumers using attitude-based chojce
and one that focuses on attribute-based

choice.

. Identify a product for which you think

people generally use price as a prediction of
quality. Design an experiment to test this
idea. Can you find evidence from the Internet
that supports or refutes the price-quality
relationship for this product?

In the early 1980s, a format war took place between
VHS and Betamax videotapes for video storage.
VHS ultimately won. History always repeats itself.
Berween 2000 and 2008, another format war took
place between Sony’s Blu-Ray and Toshiba’s HD
DVD (high density optical disc for video storage).
Blu-Ray ultimately won. But why? HD DVD had
several advantages over Blu-Ray. HD DVD was
the pioneering brand, or the first brand to enter
the market, plus it was less expensive than Blu-Ray.
Initially, almost as many movie titles appeared in
HD DVD as did in Blu-Ray. Using the concepts in
Chapter 10, how would you compare and evaluate
these differences? '

In January 2008, an important event tipped
the scale in favor of Blu-Ray when Warner
Brothers Studios decided to support Blu-Ray
exclusively. Because Sony Blu-Ray already had
the exclusive support of Sony Pictures (includ-
ing MGM /Columbia Tristar), Disney (including
Touchstone and Miramax), Fox, and Lions Gate,
the Warner decision gave Blu-Ray the support of
70% of the movie studios. Toshiba was unable to
overcome this advantage. In addition, Blu-Ray
discs hold more data than HD DVD discs (50
GB versus 30 GB). The Sony PlayStation 3 can
also play PS3 games, Blu-Ray d'1scs, and stan-
dard DVDs. Using the concepts in Chapter 10,

how would you compare and evaluate these
differences?

Your Challenge:

1. What strategies could HD DVD have
used to beat Blu-Ray?

2. Whar strategies could Blu-Ray have
used to beat HD DVD more quickly:

3. After Warner Brothers decided to
support only Blu-Ray in January
2008, Toshiba reduced the price of
HD DVD players to $150. Explain
why this was too little, too late. In
February 2008, Net Flix, BestBuy,
and Walmart announced that they
would phase out HD DVD. After
these announcements, Toshiba
announced that they would stop
producing HD DVD players. Explai
why Toshiba needed the support of
Warner Brothers, Net Flix, BestBu)s
and Walmart.

4. In what other product categories do
you currently see a format war? 4
steps can competing companies %€
to try to avoid format wars?
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