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Kellogg's now provides €asy-to-read graphics of how their cereals satisfy requirements
of consumers’ daily diets, The “Nutrition at a Glance” banners provide a quick overview of
the nutritional data, tailored to the product’s front-facing placement on grocery shelves.
More details about those figures are located on the traditional “Nutrition Facts” labels. The
new packaging follows Kellogg’s effort to raise the nutritional value of the cereals and snacks
it markets to children. In addition, the Kellogg's Company reformulated its products that
contained high levels of sugar, such as Apple Jacks, Corn Pops, and Pop-Tarts toaster pastries
and introduced a new brand, Kellogg's Frosted Flakes Reduced Sugar. Kellogg’s is striving
to produce products that meet the US. Department of Agriculture’s 2,000-calories-a-day
guidelines. And if reduced-sugar versions of the products don't pass the taste test, Kel logg’s
will not market them to children.!

People make hundreds of decisions each day, from very mundane (eg, choosing what
socks to wear) to extremely important (e.g, selecting a graduate school). As consumers, we 2
constantly make decisions regarding the purchase of products and services. Some of these

decisions are trivial, such as clicking a website for the daily news, and others are complex, like

deciding on an anniversary gift. Thus, consumer decision making is a multifaceted process
that ranges from nearly automatic to highly structured problem solving. In this chapter, we

discuss how consumers recognize problems, define markets of interest, gather information

for consideration and purchase decisions, and evaluate satisfaction.
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R nE
OBJECTIVE @ Types of Consumer Decisl0

e ing is on an effort cont;
One way to characterize consumer dCClili(:‘ﬂ :f:;gegis Sep i 0{1}; autom;’;t;?’
ranging from very low to very high. Routin€ lves no information search .
with little conscious effort. As such, it IDVOIVE h carch o

: i 3 d. low-cost products, such as chewing gy

deliberation. Frequently purchased, Th Hassidscd

: : : nses. These purchase decisiong
and milk, generally involve habitual responses. ve little risk. Int e
highly familiar and relatively trivial because they involv fh ermediate
P ; . i red information search and deliberati

problem solving usually involves limite AV ; n,
Consumers are not motivated to rigorously cvah_latc cach alternative, 5o they
use simple decision rules or heuristics tO al.d their decision nllakmg, Product
such as snack foods and soft drinks, for which Fonsumcrs t}rp}cally have estap.
lished preferences, generally entail intermediate .(:ffort. Finally, extensive
problem solving requires a deliberate and systematic effort. Here, consumers
generally do not have well-established criteria to evaluate brands Or may be
unfamiliar with the product category. Consumers gcnerﬁﬂ}’ €ngage 1n exten-
sive problem solving for infrequently purchased, expensive products such g
automobiles, investment services, and home security systems. Because these
decisions involve high levels of risk, consumers normally dedicate a great deal
of time and effort in gathering information and evaluating alternatives prior to
actually making a purchase.

A more complete way to think about consumer decision making entails two
separate factors: processing effort and involvement.? The first factor, processing
effort, represents a continuum from automatic to systematic processing. At one
extreme, consumers may process no information and simply respond intui-
tively. At the other extreme, consumers gather and evaluate a large amount
of product information prior to choice. Processing effort closely parallels the
routine-intermediate—extensive continuum discussed above.

The second dimension, involvement, represents a continuum ranging from
decisions that entail low levels of consumer involvement or personal relevance
to decisions .that clicit much higher levels of interest and concern. It may b¢
helpful to think of processing effort as primarily cognitive or thinking-oriented
and m.volvcr.ncnt as more affective or feeling-oriented. Figure 9.1 depicts this
two-dlmc.nswnal model of consumer decision making, with its quadrants of
bram.:l laziness, brand loyalty, variety seeking, and problem solving. Figure 9.2
provides product examples.

: Involvcant is tl}c pFrsonal relevance or importance of an issue or Sittd"
tion. Accordingly, high involvement decisions are char ol

to consumers. High involvement is often associated w;
Consumers seck not only functional benefits, such :
jacket, but also the social rewards of compliments on
in with group norms.’ Finally, if a decision involves :
r'isk, i.e., the possibility of negative outcomes
llkcly. to demonstrate higher levels of involvcme,n 3
a variety of forms: financial, physical, performan
Figure 9.3. provides definitions and examples ¢
the following sections, the four quadrants she
examined in detail. y
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South-Western Publish?r?;?EI' H. (1998). Consumer Behavior and Marketing Action. Cincinnati, OH:

FIGURE 9.2 | Product Examples by Decision Type

Involvement

Low

1. Brand Laziness
butter, ammonia, salt, flour,
Low cheese, toothpaste*

R ) VOﬂOty S“mng e ol
 beer, candy, sports drinks,

on Processing

High

*some products, such as toothpaste, can appear in multiple quadrants.
Source: Adapted from Assael, H. (1998). Consumer Behavior and Marketing Action. Cincinnati, OH:

South-Western Publishing.

Brand Laziness
th involvement and information proce

consumers typically make choices as
s referred to as brand laziness, a consumer’s n
ervice based on familiarity and convenience, rather than a

nt to the brand. Consumers sometimes stick with old,
ason other than the fact that they purchased it
nsumers’ daily market decisions lack interest,

ssing are low (Figure 9.1,
a matter of habit, requiring

When bo
atural inertia

quadrant 1), cons
little effort. This 1
toward a product or S
fundamental commitme
familiar brands for no apparent re

before and it seems fine. Most consur : :
ar,nd emotion. S0, brand laziness is quite pervasive.

risk,

Scanned with CamScanner



228 Part 3 | Consumer Decision Making

FIGURE 9.3 | Categories of Perceived Risk
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Risk Capital Consequences

Perceived Examples

Financial

Time and
money

Consumers whose 1. Real estate
The costs of the product investment in time or MON&Y | 5 Ao mobile
or service will exceed the is large relative to their 3. Graduate school
benefits resources

Functional

Task

performance benefiis technologically driven

Consumers who are
dependent on the product
to do a job, especially

1. Laptop computer
2. Home security system
3. Automobile

The product fails to provide
the desired functional

consumers

Physical

Personal
health and
safety

1. Pharmaceuticals
Product failure causes Unhealthy consumers or 2. Food and beverages
physical harm sensation-seeking 3. Motorcycles

[
Psychological

Self- ! i
concept with a consumer’s consumers with low items (e.g., HDTV)

Product will be inconsistent | Compulsive shoppers and Privately consumer luxury

self-concept self-esteem

Social

Self-esteem the standards of the High self-monitors items (e.g., fashion

Product will not meet Publicly consumed luxury

consumer’s reference group clothing)

Source: Adapted from a variety of sources, including Assael, H. (1998). Consumer Behavior and Marketing Action. Cincinnati, OH: South-Western

Publishing.

Consum v i iti ] ;
S si:-sr(};i ncdl?ccn dt:.scn;eﬁ as co{mnve masers; we rarely think about all of
ing a br;
A g g g and choice.” Furthermore, people are often pressed
¢, distracted, or confused about brand information . Accordingly, consum-
crls] often redl?ce l‘.hﬁl}' .mfo.rmanon processing to the bare minimum ’Simﬂaﬂ}"
when a purchase dcc151qn s not particularly important or relevant, consumers’
c?wtlonal involvement is low. Most of the time, we just don’t care :which i
0
ammonia we buy. In short, consumers rarely have the motivation, ability, or
opportunity to respond to marketing communicariarn : : : 1
In fact, brand laziness is not nec il e in 4 CHERSEEEE
y . ) essarily irrational
= REi : nal because carefully evalu-
; rzngrtg::;t 1:1sk dccns:;ons could steal valyable time from the considcrzﬁon of
1S511
p ¢ and concerns. However, branq laziness is dangerous for mar-

commitmen cferences when a better deal
t 10 a brand, competitors can

dismﬂ?,lt :Cthltlt‘,S such as samples, rebates,

iall » and end-of-aisle displays. The

Y anew cycle of brand e

Umer to consumer (along with

I II:]‘ and Chccse a (§ d SOC](Ith Wltll 10 n

processing. It’s im .
may be h? hly i FOrtant to point out, howey
ghly involved with the Purchase of ¢r, that while one consumer

aficionado, another consumer m: s it he QEAbeieIcs e
of butters because of Nutrition |
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&l . ategory. For example
;nt may be loyal to Crzlt]‘f)r?fﬁnrll)g ic Ilc)csr deal (brand lazincsI:) jbip;c:]i:ff
revention (brang 1€ Dasis of its historical association -
depending on her éﬁyalty) A single professional may seck 3 variety of b,
dnging desires (variety secking), and a scniortzit(i)z rands
) en may

tooth i
Paste brands if he needs something for sensitive teeth

Brand Loya,lty

Brand laziness is :
Bobie ) respen) g]f‘:&zr;azﬁnﬁlssd W.lth brand loyalty. The former describes a
tical e s s underlying reasons or motivation for buying a par-
T ;)n . lzltir?t, l?rand loyalty mvolvc_s intﬁqsic commitment to a
s L il brs I(Iilcltlvrelbencfits. or valuF:s. it pr_ov;dcs consumers. Both
P e and loyalty consist of: 1-‘mnlmal information processing.
} een the two types of decisions can be explained by involve-
ment. Consumers who exhibit brand loyalty are more highly involved in a
'decmlon than those who display laziness. Faced with repetitive but relatively
Important decisions, loyal consumers may perceive that they already possess
sufficient information to make quick decisions. Thus, limited information pro-
cessing is likely to occur, and consumers rely on earlier experience to make
decisions. But brand loyal consumers choose their brands because of previous
experience with them, not because of deals or convenience.

For example, even the purchase of relatively low cost items such as dish-
washing detergent and coffee may be highly involving as a result of perceived
performance risk. If the dishwashing detergent doesn’t function properly,
embarrassment could ensue (Have you ever served dishes with dried food
stuck to the plate?). Likewise, coffee that disappoints can ruin a consumer’s
entire morning. Nevertheless, consumers make these purchases (dishwashing
nt and coffee) at least several times a year, and they don’t need to think
deeply about the chlSIOU.S: Instead, they rely. on prior brand evaluations. If
those_evaluations are positive, brand loyalty is l{kcly to fol!ow. Qua_tdrant 2
of Figure 9.1 depicts brand loyalty as a combination of low information pro-

: d high involvement. Brand loyalty is manifest in both attitudes and
SRS S des reflect consumers’ overall feelings toward a brand, and
bebaviof: Attllmitch consumers’ tendency to repeat a purchase. Consumers
bfc.thavmli:i l;iifl r::l d loyalty with products that enhance their self-concepts.
often €X

deterge

variety Seeking

ve discuss
brand lazi

ed decisions that involve only low levels of information
ness and brand loyalty. On the other hand, consum-

processing— ke low involvement decisions that require higher levels of

ers somc.tlmcs ":;ssing_ With this type of decision making, corglumc;:;v;a,{

information Erocritcria for evaluating a product category, ?Utl c};intcrcst

undcrsta"_dhtdcclcar brand preferences. Thus, svcn with low c]:'icg ; ; e =
rablish¢ erience with brands may require

yer 68 . _ed past €xp : & -

consumers’ hmlicss&g We refer to this type of decision as variety seeking,

b= ; ro '

i formation P

Thus far, w€
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Most products are available from
multiple brands, providing an
abundance of choices for variety

seekers.

- ives OVEr more fapy:
¢ : . new alternatives ¢ fami].
sfned asithe desire! to .choose Y nr * = A
Vi 4 d as quadrant 3 in Figur¢ ‘:L-l-hvar“-ll'y 5T€3ng iS the
: . re—who have clearly dev
opposite of brand loyalty. Unlike brand loyalists “; information ¥0 d‘do.pcfd
preferences—variety seckers must gather addltnonar DT ils.cnml_
) oy ’
nate among their choice alternatives. Also 110 LOI.ltr?S‘ s bmndzytaomolve.
ment is low with variety seeking, and consumers often reduce

typically

iar ones. It is represente

boredom.? . ~ .
Variety seeking has generated considerable attcr;tf(:rll ‘:o\zr;:;cabzc:crls. Lets
examine two important types of varicty seeking, L;M' Bt avior ang
intrinsic variety secking.’ Derived varied behavior dcscrl G5 SILLLIHIONS 'Where
consumers’ br:arld switching is either extcrr?aﬂy imposed or e.xtrm;:cuﬂ%- ’”_ﬂn’-
pated. In both cases, variety is not its own virtue. Instead, variety chaworlls 2
by-product of other constraints Or goals.' For example, a C(zi“!fumﬂ' may switch
brands of candy because her most recently P“r‘:h,as‘fd bran '115 oS a\f:allablc in
the vending machine (out-of stock condition). Similarly, while enjoying a by|
game at Bush Stadium, a consumer may switch from S.amucl Adams l?ccr o
Budweiser because Anheuser-Bush maintains an exclusive contract with the
St. Louis Cardinals. Both examples depict externally imposed SWItChm_g behavior,
i.e., the consumers had little choice in the matter. Consumers also switch brands
Perhaps a consumer generally buys

as a result of situation-specific preferences. ' lly
white bread, but she purchases whole wheat to improve her health. Similarly,

consumers may switch brands to obtain specific benefits or values not offered
by their previous selection. For example, a new brand of toothpaste may offer
long-term whitening benefits. The last two cases depict extrinsically motivated
switching behavior because the incentive to switch derives not from an inherent
need for variety, but to attain a specific consumption goal (better health and

whiter teeth).!!
intrinsic variety seeking begins with a consumer who seeks

In contrast,
variety for the inherent pleasure of change and the positive stimulation it

& A
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ELICI;%:S-HI?F?’@&{MZ@ motivated variety seeking can occur out of curiosity,'®

se Of;‘ll need for change, to reduce boredom, or because consumers have
become satiated with a particular attribute offered by a brand.' For example,
 consumer may wonder what a new chewing gum tastes like or switch to a
bl‘al}d of cereal that contains nuts or raisins. Variety seeking can be a power-
ful internal force for consumers. Fascinating research shows that individuals
sometimes switch from their preferred brands to new ones, even though they
predict that the new brands are likely to bring less enjoyment than their pre-
ferred brand.' These findings highlight the inherent value in variety; consum-
ers actually forego the satisfaction of a highly predictable, favorable experience
just for the sake of variety. Change is good, if you will.

-Rescarch also reveals that consumers’ positive feelings can lead to increased
variety seeking within safe, enjoyable product categories such as crackers, soup,
and snack foods.'® What is also interesting is that when people make multiple
choices for future consumption, they seek more variety than if they make each
choice in sequence—one at a time."” For example, consumers who buy a year’s
worth of canned soups are more likely to buy a variety of brands than if they
buy the same quantity of soup, but shop weekly for it. A recent study provides
evidence that consumers expect boredom associated with making the same
choice to occur more quickly with others than with themselves. Therefore,
consumers demonstrate more variety secking when they buy products for oth-
ers, especially when they are held accountable for their choices.'®

Is there an upper boundary to variety seeking? Research
demonstrates that when the degree of novelty and complexity in a
purchase situation is extreme, consumers diminish these complexities
by simplifying their buying decisions.”” Ironically, by decreasing
information processing, consumers reduce variety secking and usher
in brand laziness, i.e., choosing the same brand over and over, with
little rationale except to reduce unwanted stimulation. Another
stream of research argues that most consumers desire an interme-
diate level of stimulation.”® Thus, clever marketers who provide
variety on the premises, say in a retail environment, can encourage
brand laziness within a product class. For example, a retailer such as
Macy’s may constantly change the store décor and limit the number
of non-store brands offered. In this way, the shopping environment
may satisfy consumers’ need for stimulation, and subsequently, rou-
tine buying behavior is encouraged, i.e., the Macy’s brand becomes
the choice. Similarly, a restaurant might provide a wide varicty of
appetizers, but limit the entrée choices to high-margin items, such

)
ol

ay W . " “ [
& as steak and lobster. Variety secking can also depend on individual

differences. Those individuals who crave variety are more likely to
engage in variety seeking behavior than in repeat purchasing.?!
The introduction of low-involvement product categories and

?‘2 brands can elicit variety seeking behavior. For example, Gatorade’s
5 powder packets, a s.mg‘;lc-scrlwng Watcr‘bcvcrage mix, may require
£ more than minimal information processing because consumers have
S no prior exposure t.o the produ.cnl However, the categqry is l'ow risk,
Imiye d?idsﬂona\products are inherently so consumers are likely to exhibit !ow levels of emotional involve-
Gan & amount of variety that they ment. Here, consumers might examine the package and purchase the
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Product on a trial basis as a substitute for a more familiar prt_)dUCt (e.g., lem,.
onade or other sports drinks), or as a complement to an existing PrOdUCt, like
bottled water, ,
Variety secking is also prevalent among products offerin
rewards, such as beer and candy,?! particularly if the category
parity products, i.e., brands that possess functionally equivalent attl‘ibums,
making one brand a satisfactory substitute for most others. S.,omc researchey
maintain that advertising and promotion messages are especially effective for
this type of decision making (quadrant 3 in Figure 9.;)- They reason that i
low-involvement product categories, such as sports drinks and chewip gum,
consumers either don’t care which brand they buy, or th_cil‘ propensity to seey
variety leaves them open to minimal involvement. Put §l{nply, consumers jyq
look for interesting new items. Thus, repetitive advertising and Promotiong|
incentives can tip the balance in favor of a heavily exposed brand.?2

i, hedOnic
1S COMprigeq of

Problem Solving

The fourth type of decision combines high involvement with high levels of info,.
mation processing. Represented in quadrant 4 of Figures 9.1 and 9.2, this is
referred to as problem solving. Decision making of this type often involves
unfamiliar, expensive products that are purchased infrequently. Consumers who
shop for their first automobile, home, or insurance policy often exhibit problem
solving. Because their involvement is high and the search task is new, consumers
try to collect as much information as possible and carefully evaluate each brand.
At this level of decision makin 8, consumers need extensive information to under-
stand the various brand attributes as well as the relative performance of these

xample, a consumer who shops for dining room
mine which attributes to include in the decision
truction make a difference—veneer or solid? Does

erry versus oak)? Is the warranty important? s the
nt (domestic versus imported)?

process. Does furniture cons

the type of wood matter (ch
source of the wood significa

mer may insist, “I’ve always wanted
oak,” or “I’m not putting veneer in my new dining room.” On the other hand,

some attributes can be trivial, For example, a consumer may proclaim, “Moncy
is no object,” or “Color doesn’t matter much to me.” Uniqueness, on the
other hand, embodies the perceived variation among alternatives on a particular
attribute. If all brands offer a solid oak finish, then wood type is not a uniqu®
attribute, In contrast, if only one brand features Alaskan spruce and aﬂ_"thcr

ut, then wood type is a unique attribut®
Figure 9.4 provides an overview for assessing determinant attributes.2
Consumers could, potentially, placeanyattribute in one of the four quadran®
of this figure. For example, a co

ioht
Adhals nsumer shopping for 3 set of golf clubs rmgl;
consider spin-milled technology important to iron play; Titleist, TaylorMad®
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FIGURE 9.4 | Assessing Determinant Attributes

OBJECTIVE

Perceived Attribute Variation (Uniqueness)

e e S S Low High
1. Irrelevant Attribute & ’é’_,,bpﬂonal Feature
Low Who cares? - Thats nice.
Perceived i
Attribute ——
Importance s 7 o EEIRNA
; ~ 3.Defensive Attribute
High . Keepupwiththe

S - competition

S i S A e BN

Source: Based on Guiltinan, J. P, Paul, GW, and Madden, T. J. (1997). Marketing Management: Strategies
and Programs, 6th ed. New York: The McGraw-Hill Companies, Inc.

and other brands offer this important feature. Thus, a spin-milled iron surface
is categorized as a defensive attribute, and brands not offering it would be
at a disadvantage. Alternatively, a consumer may consider forged (versus cast
iron) construction inconsequential with respect to the performance of an iron.
All brands offer this feature. Thus, forged technology is labeled an irrelevant
attribute. In other words, who cares? In contrast, when brands provide unique
attributes that matter very little to consumers, they are known as optional
features. For example, if a consumer doesn’t care whether golf clubs feature a
“blade” style (versus cavity back), then a firm that differentiates itself by offer-
ing this option may elicit a humdrum “that’s nice” response. Finally, when a
firm is fortunate enough to develop a unique attribute important to consum-
ers, it has a potentially powerful positioning opportunity. Let’s say that a firm
develops a golf club with an innovative, dual-angle hosel for independent loft
and lie adjustments. Most consumers care deeply about the accuracy of their
ball flight. Thus, if only one firm offers this technology, then it becomes a dis-
tinctive competency around which the firm is likely to position a brand.
Consumer problem solving corresponds closely to the traditional perspec-
tive in consumer behavior, where consumers are thought to proceed through a
series of deliberated steps prior to and after making a purchase.?® This approach
views consumers as highly involved information processors, i.c., problem solvers.
Next, we’ll examine the traditional model of consumer decision making.

The Traditional Model of Consumer Decision Making

All consumer purchase decisions are not alike. Routine decisions involve little
risk and low involvement. At the other extreme, emotionally involving deci-
sions entail substantial risk and extensive problem solving. Figure 9.5 shows
the five sequential stages of consumer problem solving:

1. Problem recognition
2. Information search
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king

ision Ma
FIGURE 9.5 | The Traditional Model of Consumer Dec e i

OBJECTIVE

Evaluation of
Alternatives

and Minlard, P. W. (1995). Consumer Behavior, 8th ed, Hinsdale

.......

Source: Based on Engel, J. Blackwell, R. D,
IL: Dryden Press.

3. Evaluation of alternatives
4. Purchase decision
5. Post-purchase evaluation.?

Problem recognition takes place when consumers experience a disparity
between what they have and what they want. This inconsistency creates arousa|
and motivation to act, leading to information search, which involves both the
active and passive processing of data aimed at solving the problem. Information
search is closely linked to evaluation of alternatives, where consumers must deter-
mine which characteristics or attributes of a product are important and which
brands to evaluate on the basis of these criteria. Eventually, consumers cease
gathering information and comparing alternatives, and they make a purchase
decision. Purchase decisions do not always result in actual purchases. Instead,
they represent consumers’ predispositions or intentions to buy a brand. Finally,
post-purchase evaluation provides an opportunity for consumers to assess their
decisions. This traditional model of consumer decision making flows in a linear
fashion, one stage following the next. Let’s examine these stages in detail.

The Nature of Problem Recognition

The first step in the traditional model of consumer decision making is problem
recognition, It occurs when a consumer acknowlcdgcs a significant difference
between what is perceived as the desired state and what is perceived as the
actual state. In short, a discrepancy exists between what the consumer wants

the situation to be and what the situation really i St a
want-got gap (sce Figure 9.6).27 Y 1s. We call this discrepancy

FIGURE 9.6 | The Want-Got Gap

“GoT"
[current situation] <

SoURCE:
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These gaps between con

; sumers’ acceptable and actual states do not always
trigger problem reco i ‘ X

Sloaaaliiert e b s SRR be st bannatial, Afral, con
States ko example, a consumer mav ilv pe L . Sais :.m e
actual and desired S,tath s ay mm.'n’cn.tarl y perceive a gap .b(.twccn her
ach, and she doesn’t i;; 0‘ ‘l'!"lg‘cr. But, it’s just a small grumble in her stom-
the psychological or gh ?'It ‘il;t':u)nd .th()ugh‘t. On‘ the r)thf:r hand, sometimes

cient magnitude to p }s:cal 1sc0mf9rt dc‘rwcd from a .c!:scrcpancy is of suf-
SR T e compel us to action. For cxamplc, if tl}e same consumer

periences the effects of low blood sugar (c.g., mild shaking, grouchiness),
shi? may 'be motivated to reduce her hunger immediately. Not coincidentally,
Snickers implemented a successful campaign targeting consumers’ mild after-
noon hunger. The strategy was simple but effective: they encouraged con-
SUmCErs to pay attention to their want-got gap. Snickers’ prominent tagline,
coupled with familiar packaging, ensured that consumers would connect the
“want” of midday hunger with the “got” of a tasty candy bar.

E o
57 1
i

TRY SNICKERS® PEANUT BUYTTER SQUARED,

Cnie

>Nickers captured an opportunity
% ecknowledging consumers' late
alternoon hunger.

Jeff Greenberg/Alamy

Second, the discrepancy must relate to a pr.ob]cm that is readily sol\"ablc. In
other words, dreams and fantasies rarely constitute want-got gaps. As far as the
psychological process of pl‘Obl-CI‘n recognition is concerned, consumers muf.t
reasonably understand the desired state as one that he or shc can a;rtalﬂa. Li:,t s
say you perceive a want-got gap regarding your automoblllc. You \:c got” a
2000 Ford Focus, and you “want” a new .Bcntlcy. Assummg you’re a typi-

llege student, this discrepancy is not likely to be rccogmz?d as a prob-
alich L.g se college students rarely possess the means to obtain a Bentley.
JEm, ba‘:tlxllbL iLfyDU envision a more realistic trade-up to a 2010 Toyota Camry,
Altcmm{;l::z; recognition is more likely to t'gllow. ‘
(IHEpEs he want-got gap is substantial and attainable, problem recog-

GivensEHac tie three ways: the actual state changes, the desired state

sion is triggered in ‘
nition 18 tr:.gtghc actual and desired states change simultaneously.®® All three
hanges, © : aand st
:ituatg:ior;s are depicted in Figure 9.7.
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and Opportunlties

Needs, Wants,

FIGURE 9.7 | Problem Recognition:

150=

Opportunity

. Problem Recognition: The Crucial First Stage of

azal,R.J.(1988)

i -63.
the Consumer Decislon Process. Journal of Consumer Marketing, 5,53

Sounrce: Based on Bruner, G. C. and Pam

Needs

When consumers’ d
recognition does not occur. Howev
their desired states, needsemerge. Ane

esired and actual states arc relatively close together, problem
er, when consumers’ actual states fall below

ed isa fundamental state of felt deprivation.

Thus, needs are not created by marketing efforts directly. This is consistent
with the marketing concept, which describes marketing as an outside-in pro-
cess designed to anticipate and satisfy consumer needs and wants—not creatc
them. It may be helpful to think of needs as internal states that fall below a
threshold of acceptability. Consumers possess a variety of needs, as described
by Maslow’s hierarchy of needs. Following Maslow’s approach for understand-
ing human motivation, when you feel hungry or dehydrated, you experience a
basic physiological need. While marketing cannot make you hungry or thirsty,
marketing activitics can remind you of your deprivation. For example, Wendy’s
“Eat great—open late” campaign draws attention to consumers’ potential late
night hunger. Similarly, when you feel deprived of love or affection, you are
experiencing a fundamental social need. Again, marketing activities cannot
directly withhold from you or provide love and affection. Those satisfiers come
from people. But marketing activities can indirectly influence perceptions about
your current state of belonging. Not surprisingly, eHarmony.com advertises its
P atented compatibility matching system designed to rcducelloncliness among
RIS BORLSYOU perceive personal neglect in your attitude toward conserving
the environment, then you are experiencing a psychologi . P
between a current and desi T yehological need, i.c., 2 B
- esired way of thinking. Marketing is not capable ofdic
tating your thoughts, but marketing activities often tri g I ot cap o logicd
problem recognition. For example, Shell Oj RgEcL A P v
: ; g ple, Shell Oil boasts of its partnership with
National Fish and Wildlife Foundation. Gi B P i
; : . Given th sider
gasoline brands at parity, Shell may appear to b at most consumers consid®
tally conscious consumers. In the saxﬁc w i nod cholcoiios enwronmc_f“r-
ability with a hybrid heart” for those conc . I(_ilonda A “Accolly
A “need” depicted in Biguresi? slm::?l‘ne about global warming. d
below the threshold of acceptability, a ba ‘l’f’s an actual state that has dropp®
substantial, problem recognition Oc::._u.S :c :i“C ideal state. Given that the nc€ i
»and consumers are motivated to edi<

u?sl as informational or negativﬂ‘mm
fa state drops below the ideal, it cred
Ntormation.® Motives are internal drive®

motives because when a consumer’s he
a negative condition and a desire for {
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that push people to resolve a problem or reduce a need. The greater the disparity
between a consumer’s actual and ideal state, the stronger the motive is to satisfy
the need. Informational motives come in a variety of forms, including problem
removal, problem avoidance, incomplete satisfaction, and normal depletion.

Although marketing activities cannot create needs directly, marketers are
cager to identify and satisfy needs. For example, if your car’s transmission
breaks down, your actual state of affairs will fall dramatically below the accept-
able level, and you will follow a problem removal motive. Fortunately, the mar-
ket stands ready to offer services (automobile repair), products (automobiles),
and substitutes (public transportation) to help bring into equilibrium your
ideal and actual states. Similarly, problem avoidance motives occur when con-
sumers proactively avoid negative outcomes such as burglary (e.g., installing
ADT Systems), heartburn (e.g., taking Prilosec), or drowsiness (e.g., drinking
Red Bull). Here, consumers take action to prevent their actual states from
declining. In contrast, incomplete satisfaction motives arise when products fail
to live up to our expectations. Perhaps a consumer’s laundromat has become
too busy, or her hairdresser now keeps odd hours. Maybe a consumer’s favorite
restaurant recently increased prices, or a new brand of shampoo makes her hair
too dry. Each of these examples creates a need on the basis of dissatisfaction.
Consequently, a consumer’s motive is to reverse this condition, i.e., to bring
her actual state back to an acceptable level. Consumers also experience normal
depletion when they exhaust supplies of products such as aspirin, orange juice,
and frozen vegetables. Marketers are eager to replenish those supplies through
well-established distribution systems.

In some cases marketers come very close to creating consumer needs. For
example, producers of personal hygiene products, such as mouthwash, anti-
perspirants, and beauty aids, sometimes enlist marketing programs to create
insecurities that consumers can resolve by purchasing these products. Sports
franchises regularly alter their logos to encourage the sales of new licensed
products. Fashion clothiers also change styles in order to draw attention to
consumers’ outdated wardrobes. Nevertheless, assuming that marketers obey
the regulatory system and follow ethical guidelines set forth by their appropri-
ate trade associations, consumers ultimately determine whether their actual
state has dropped below the threshold of adequacy.

Wants

When consumers’ ideal states rise above their actual states, wants occur. Wants
are need satisfiers that are shaped by a consumer’s personality, experiences, and
culture—including marketing. In fact, marketing activities deliberately create
wants. The distinction between needs and wants is important. Needs occur
when consumers’ real conditions decline while their desired conditions remain
stable. On the other hand, wants occur when consumers perceive an increase
in their desired states while their actual states remain constant. As depicted in
Figure 9.7, wants represent a consumer’s perceptions that they can improve
their current situations by obtaining better goods and services. Earlier, needs
were depicted as informational motives, because they are negatively reinforc-
ing, i.c., the motive is to remove something negative. In contrast, wants can
be thought of as zransformational motives and positively reinforcing. Here,
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vices that will produce
consumers are driven to purchasc pFOdUCtS and ser %

: 31 -
efits beyond thCII“ n.o.rma:-l states].v o B o icr’ perceptionsasi i
Marketing activities famousl}

5 ion, endorsements, pro
their ideal states should be via adverus.l]?g,F%r? :;:;Plc’, Dell tells us hoﬁr nitlccli
placements, buzz marketing, and i th and mobile broadband optigy,
e e Bluc?ﬁ mobile communication with Vi
Verizon elevates our ideal states l‘cga’;ig gbaru raises our perceptions of ayg,.
Navigator and Family Locator a{)PS; air;e hil.i,tory

ile reliability via exceptional serv « ;

mog)l’ec;;)c?sti)ngt}éonsumerg to new and better products, Tma;kgz:-: ig:alllce prob-
lem recognition and provide a means for consumers to at ik States of
wants. But want creation also has a dark side. Targeting vulnerable au €nces such
as children, the elderly, and disadvantaged consumers can pro'd:lce a wide range
of deleterious effects on society. Likewise, a plethora of ethical concerns such
as puffery and stercotyping surround the advertising business. Unscrupuloys
practices such as spamming, spyware, pyramid schemes, planned f)bSOICSCCHCC,
telemarketing fraud, and infomercial schemes also dot Fhe marketing landscape
with unsightly blemishes. Each of these unethical practices, th01_1gh beyond the
scope of this text, has generated considerable research in marketing, 2

Some researchers have linked marketing to various problems in society,
including pollution, materialism, alcohol and nicotine addictions, obesity and
poor nutrition, and the denigration of cultural values,3? Others argue that
marketing has positively contributed to consumers’ quality of life by reduc-

ing search costs, fostering innovation and broad product choices,
product acquisition (e.g., e-commerce),

competition. The overarching philosophy of this text maintains that individ-
uals, businesses, and public policy can

benefit from the study of consumer
behavior. Following this perspective, the reader is encouraged to evaluate both
sides of this complicated, global debate, 3
Marketers are not alone in creatin
consumers’ perceptions of their actua] and ideal states. By virtue of time and
circumstance, consumers’ lives do not
mature with age, people’s relationshj
shift accordingly. When you were in
autonomy and independence
increased over time, creating

facilitating
and reducing prices via increased price

high school, You probably desired less
than you do today. If so, your ideal state has

(19 ;] .
a “want” for independence. Also, when you
style, financiq] situati

» @ sporty automobile, and

» Your standards of compa
Nations will be cager to provide
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Opportunities

W X
dj:::ecré snz?ghsilslr;:;i;s:ﬁl and actual states simultaneously move in oppo?itc
See Figure 9.7. Perhg sud(?n. crel?tcs a smab]c-: want-got gap, or an opportunity.
ArlEeTHE ta Cxpcrienccz isenchantment with a current job is a'cgompamcd by
PR Rt more promising futux:c. Many non-tradmonal.studc‘nts
srainalirclananah on to attend cpl_lcgc in thesc terms. Alternatively, if a
: ip begins to feel stifling at a time when a person’s need for

auto.nol.ny increases, she is likely to perceive a significant want-got gap and the
motivation to close it. In a market context, if a consumer’s favorite running
_ShOCS split and separate (a reduced actual state), and at the same time Nike
mU'Od.UCCS shoes with more advanced features and improved durability (an ele-
vated ideal state), the consumer may feel motivated to pursue the new product
Of_fcr' In this sense, an opportunity can be viewed as a chance to dramatically
Shlftfl consumer’s reduced state to an elevated, ideal state.

~ Firms spend considerable time and effort identifying tactical opportuni-
ties in the marketplace. For example, Americans have repeatedly indicated
their interest in fitness and health and at the same time, have reported feeling
time-impoverished. As a consequence, clever marketers now offer time-saving,
low-calorie foods (e.g., Lean Cuisine and Weight Watchers) and home fitness
equipment (e.g., Nordictrack and Bowflex). Opportunities to close want-got
gaps are emerging also in markets like China, whose 800 million rural citi-
zens both need and want access to personal computing. In sum, opportunities
depict the joint interplay of needs and wants because consumers’ actual and
ideal states diverge concurrently.

Researching consumers’ discomforts and desires enables marketers to
design and implement strategies that satisfy needs, wants, and opportunities,
which is the essence of target marketing. Whether our want-got gaps are
physiological, safcty-oricntcd, s9cial, or psy'chological in nature, markf:tcrs
attempt to communicate benefits that shrink the gap between our ideal
and actual states. But marketers are not always successful at closing thcsc
gaps completely. Consumers must perceive the benefits to be real (not just
fluff), better than what they gurrcntly possess, and affc_>rdable. Furthermore,
be able to articulate the benefits of their products. For exam-
ple, despite millions of dollars aimed at educating
consumers about its benefits, TiVo’s digital video
recorders (DVRs) initially generated disappointing
market share because consumers did not under-
stand what problems it would solve. Is the bene-
fit of digital recording really worth the extra cost?
How does “time shifting” work? Can consumers
watch other programs while recording their favor-
ite shows? Furthermore, many cOnsumers would
rather walk on hot coals than program a VCR, and
TiVo was perceived to be more complicated than
craditional recording devices. By the time consum-
ers understood the benefits of DVRs, cable compa-
nies began offering similar features to their current
customers—a captive audience.

marketers must
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Incorporated in Hong Kong, and headquartered in Raleigh,
North Carolina, Lenovo Group Ltd. has a personal computer
for China's 800 million rural inhabitants. Lenovo Group is
the world's third-largest computer company by shipments
and wants to increase global market share. Enter the bare-
bones, low-cost PC aimed at China's farmers. The PC will sell
for between $199 and $399, and include only a keyboard

and processor. Televisions will have to substitute as monitors.

Software designed to help farmers gather information about
agricultural products is included.

As PC sales reach the maturity phase of the product life
cycle in the United States, computer manufacturers are
beginning to develop simple, lower-cost products aimed
at first-time buyers in emerging markets, such as rural areas
of China and India. China is now the largest PC market in
the world (The United States is second). PC sales in China

illion during the second quarter of 2011,
an 10% of Chinese people own a computer,
In contrast, more than 86% of Ameri;ans own a PC.

Lenovo's marketing plan is not without cha!lenges‘
Although a $199 PC may appear to_be a bargz?m to
Westerners, it may be a difficult sell in rural China, where the
average annual income is less than $600. However, LEH‘O\JO
hopes to establish dominant presence in China, despite new
competition from Hewlett-Packard. a_nd Dell. Currently, about
one-third of all computers sold in China are made by Lenovo.
Some experts claim that the PC may not be the triumphant
technology in the developing world. For instance, in India, the
rapid adoption of cell phones in rural areas suggests that high-
tech handheld mobile devices could surpass the personal
computer as the primary method for gaining access to the
Internet.*

exceeded $11 b
However, less th

OBJECTIVE @ The Nature of Information Search

Once a problem is recognized, consumers often gather information to inform
their purchase decisions. Researchers refer to this activity as prepurchase search
because the information gathered relates directly to a consumption problemt
hand.*® Prepurchase search follows the lincar pattern of decision making out-

lined by the traditional model, where consumers
gap and subsequently perform search activities
chase search efforts, consumers may access
memories to recall past experiences with bra
evaluative criteria.”” This deliberate retrieyal
search, is common with low involvement
consumers’ day-to-day activities, W
quate problem-solving information,

first recognize a want-got
¢s to help close it. During prepur
information from their long-term
nds, potential options, and relevant
of information, known as int

nt decisions that comprise much of
hen internal search fails to provide ade

of information. External search cap zgﬂSumers actively seek external source
friends and relatives), market source £38¢ personal sources (e.g., colleagues

public sources (e.g., Consumer Rep

Is, i.e., eXamining o
Co.nsumcrs also obtain produc
sumption problem, In these sityar
the products they examine and co
cata!ogs, window shop, surf the |
the intent of making a purchase
Pngoing search, involy ;
immediate purchase pro

and product tria

€S external
blem 38

s such as advertisements and brochure®
r":;:atiEpzm‘o"% and ConsumerSearch.com)
6 i fo?g PTOdUCt‘s on a limited basis.
o maton withoyt recognizing 2 con
» Consumers are not yet in the market for
» they simply browse throt
d specialty magazines witho"
> .ﬁ?l'mation gathering’ known
tivities independent of solving a0

nsider, Instead
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Influences on Search

I]téitet;iﬂ;;fl; égformati'on processing is determined by consumer inv?lvc-
enccs’ PR Ing Crl\«tlronr_nt:m:, mtual_:no.nal influences, and 1nd1.v1dual differ-

B ers have identified two distinct types of consumer involvement:
enduring and situational,® Enduring involvement describes a consumer’s
long-term and continuous interest in a brand or product category. Here, per-
sonal relevancy resides in the product itself and the inherent satisfaction that
consumption or use brings to a consumer.** Most of us maintain enduring
lnvol.vement with certain products. Fashion-conscious consumers enjoy clothes
and jewelry, so they sustain long-term relationships with these products. Golf
f:nthusmsts are drawn to new golf clubs, training aids, and apparel, and they rel-
lsh‘the opportunity to play new golf courses. Wine connoisseurs seck out new
varieties, build wine cellars, collect rare vintages, and visit vineyards. They are
deeply and permanently involved with their avocation.

In contrast, situational involvement reflects a consumer’s relatively
temporary and context-dependent interest in a product or category. For
example, an infrequent flyer who decides to visit a foreign country may suddenly
find airline services and luggage products personally relevant. However, the
level of involvement is related only to this specific situation. After return-
ing from her trip, her involvement with travel-related products and services
all but disappears—until the next journey. In a prepurchase situation, search
generally derives from situational involvement with the consumption problem.
To a large extent, consumers enlist prepurchase search strategies to reduce
perceptions of risk.*! Quite the reverse, ongoing search necessitates enduring
involvement. This reflects more permanent interest and enthusiasm for a prod-
uct or category on the part of the consumer, and not just a temporary concern
triggered by immediate needs.

The marketing environment influences both prepurchase and ongoing
search. Product information from advertising, salespeople, promotions, and
the Internet can increase consumers’ search efforts, along with highly accessi-
ble distribution channels (e.g., well-placed stores, retail catalogues, and e-com-
merce). Research shows that the location, availability, and distance between
retail stores in a given geographic area can affect the number of visits consum-
ers make prior to purchase. Thus, close proximity among stores can increase
consumers’ external search efforts*? Consumers’ perceptions of wide price
ranges can also increase external search. A recent study shows that consumers
reduce information search when retailers offer Qrice-mntch:’ng refunds, because
such policies are seen as a signal of low store prices. : .

External information search is not free—it takes time and effort. Traveling,
parking, and dealing with Frowds extract both monetary and psychf)loglcal
costs. Thus, consumers weigh tl}c. benefits of additional search against the
costs of conducting it. Not su'rpnsmgly, the Internet can be an effective tool
at reducing search costs, especially for those who are relatively young and well
educated.*® As a general rule, the glrcater the number of produch in a cate-
gory, the greater the cxtern?l search is. More brands require more 1nformat10n
processing- Too many choices, how_cver, can cause psychological dlstrgss for
consumers, causing them to end .thcu" search and select the most recognizable
brand, a special case of brand laziness. Have you ever felt overwhelmed by the
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A single shopping center can
offer dozens of stores stocked
with a seemingly infinite number
of brands, which sometimes
results in brand overload for the
consumer,

: bed the one
It quickly grab Mogt
brands anffihz:?oi I':;:jonqovcrload brand overload’ 3
0

sheer number of available e,
offer few dis oo
iferation of brands that tinctiye

familiar to you? We call that typel

condition brought on by the pro

attributes or benefits. st 43985+ environment) can i
i i iables (separate =

Situational variables (separa RIBYES , coaints can b

consumers’ information search. For cxgmpl'-, zi:yfsfng } it Stugy dcure

consumers into reducing their infc-)rmatlogsfl);(]lcrs- b e altcrnaﬂ:fz;
‘ r time traints, €O ;

onstrates that, under time cons a,nt AR B otions of o

i ately import
and tend to ignore moderately imp h. As more people enter a store o

also cause people to reduce external searc % ) o merchandise 5,
restaurant, or as the store becomes packcd wit play , Con-

s iy o xerine dicomfort, s el e proces e
maltxon,.makc.qmcqu dccnslan, S declines.*® Other research rcvcal;
satisfaction with their shopping experience e
that consumers increase external search efforts v\{hcr_l thff PU:; chase is Important,
information is highly accessible, and perceived risk is high. :
Individual differences influence both prepurchase and ongoing search
activities. In general, younger, better-educated consumers cxpcnq more effort
searching than those who are older and less educated. Also, mlddle—fncome
consumers engage in more external search than both lower- and upper-income
groups. For some individuals, gathering information about products and ser-
vices is a full-time hobby. If you need to replace your cell phone or want 3
laptop, to whom would you turn for product information? You might seek out
market mavens, people who search, accumulate, and share product knowl-
edge with others. In some circles, market mavens are known as “price vigilan-
tes” because they keep the marketplace honest through their vigilant watch
over marketers’ pricing tactics and trends, They are also regarded as product
data 'bgl?ks. Markct. mavens are not just passive collectors of information; they
also initiate discussions with other consumers and eagerly respond to requests
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wspapers than the average
larly scrutinize Consumer

for future use, they are

for information. They read more magazines and ne
consumer; they examine junk mail; and they regu
Reports.*® Because market mavens collect information
experts at conducting ongoing search.

In contrast, some consumers enjoy shopping just for the sake of shop-
ping. For them, it’s the journey that counts. Research reveals that women
are more likely to indicate that shopping is relaxing and enjoyable than are
men. Specifically, only 29% of men say they enjoy shopping for clothes, com-
pared with 48% of women. Stores with a wide selection appeal less to men.

Apparently for men, it’s convenience that counts. Also, stores that are casy 1o
fice, or have knowledgeable salespeople,

browse, are close to one’s home or of! :
appeal more to men than to women.* It therefore follows that women typi-

cally conduct more external search than men.

Prior knowledge and experience also affect the extent to which consumers
conduct external search. Intuitively, one might expect those with low levels of
expertise to spend the most time gathering product information. After all, they
have the most to learn. On the other hand, you might say that consumers who
possess product expertise might find external search easy to process and also
search the most. Research supports neither of these views. In fact, moderately
knowledgeable consumers process more product information than either the
low or high knowledge groups.*® These counterintuitive results can be explained
as a function of two determinants of information processing: motivation and
ability. Those low in product knowledge and experience are likely to be moti-
vated to gather information, but without requisite knowledge, they couldn’t
make sense of the data even if they gathered them. Thus, because they view the
task as too difficult, they give up searching and seek a simple solution. In con-
trast, those high in experience and knowledge—although perfectly capable of
understanding the information—are not motivated to search. Instead, they rely
on their past experiences and memory to guide their decisions. The moderately
experienced consumer, on the other hand, may possess just enough motivation
and ability to devote substantial search effort to the decision task. Figure 9.8
depicts search effort as a joint function of motivation and ability. The inverse U
function illustrates that consumers who are both low and high with respect to
product knowledge are less likely to conduct extensive search than those with
moderate levels of product knowledge. This is consistent with classic personal-
ity research, which demonstrates that the greatest attitude change occurs at an

intermediate level of a personality trait (e.g., knowledge).*

Motivation to Search

Regarding prepurchase search, consumers’ motives are straightforward—to
make a better purchase decision. For ongoing search, however, two separate
motives emerge: to acquire a data bank of product information for future use®®
and pleasure or recreation. The first motive centers on consumers’ desire for
product knowledge, while the second motive derives from consumers’ con-
sumption experience.”’! Building a warehouse of product knowledge involves
increasing product expertise for reasons other than optimizing an immediate
decision. It can make consumers feel well informed, improve future choices
and enhance self-actualization.® Ongoing search activities can also be ﬁm’
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FIGURE 9.8 | Search Effort and Product Knowledge
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Source; Adapted from Kardes, F. (1997). Consumer Behavior and Managerial Decision Making. Upper Saddle
River, NJ: Prentice Hall.

Many consumers simply enjoy seeking information about products, whether by
surfing the Internet or browsing through a traditional bricks-and-mortar store.
For these consumers, shopping doesn’t need to be purposeful. Shopping rep-
resents a leisure pursuit in and of itself, similar to attending a concert or movie
or participating in a softball game. As the weekend approaches, listen to your
friends discuss their alternatives plans. They are likely to include shopping—in
terms of ongoing search—in the same consideration set as watching a movie,
taking a road trip, or going to a sporting arena. Shopping is similar to other
activities that compete for consumers’ time; it’s considered an event

Results of Search

The outcomes or results of information search differ for prepurchase versus
ongoing search. When consumers search for product information explicitly to
solve a problem, prepurchase search can increase knowledge, optimize brand
choice, and heighten satisfaction. For example, a consumer dc,dicatcs consider-
able prepurchase search effort to finding a brand of moisture-rich cosmetics 0
keep her delicate skin comfortable during a grueling business conference. If
successful, she will have attained important information to reduce her search
the next time she’s in the market for cosmetics (e.g., Elizabeth Arden’s Elawless
Finish Radiant Moisture Makeup SPF 8 works wcli for her skin type). Perhap$
most important, this consumer will have made a good choj g rise 0
satisfaction, i.e., comfortable skin. 800¢ cholceR

Ongoing search can increase co i
nsumers’ efficiency b i el
: ; mtor
on less costly internal sources of information (e.g ym};ifxn%gccxampl&
. = 5y .
mols)t'lcor.w.sumgrs relahzc that they will cventually need tq reglace their auto’
mobile tires. Ongoing searchers keep thejr “antennae” active long before 3
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decision is necessar
magazine and news
experiences with v
tires won’t pass th

y. They may read blogs on the Internet, pay attention to
Paper ads, and query friends who enthusiastically relay their
arious brands. Thus, when the decision is imminent (the
: 3 e penny test!), ongoing searchers may be prepared to make
Zi;‘siitsr;iil;?écfﬁ without costly external scarch. Ongoing searchers also like to
B eir stored knqwlcdge to friends and family. Perhaps this is how

arket mavens are born. Being regarded as a product expert or opinion leader
can enhance self-esteem. Finally, ongoing scarch engenders impulse buying,
1.¢., purchases made without prior planning. The more frequently consumers
§urf the Web and browse through traditional stores, the higher the probability
is that they will eventually purchase on impulse.3

Economics of Search

Economic psychologists often describe two extreme cases of industry structure.
In perfect competition, there are many firms, but competition among them is
so intense that anytime one of them achieves a market advantage, the others
quickly duplicate it. As a result, the firms end up producing identical products.
In perfect competition, brands do not have identities because the “sameness”
of the products makes the concept meaningless. For example, while you are
likely to recall the brand of cereal you ate for breakfast this morning, you
probably do not know the brand of the milk you poured on the cereal. Milk
comes close to satisfying the requirements of a perfectly competitive product; a
gallon of milk from one producer is virtually identical to a gallon of milk from
any other producer. At the other extreme of industry structure is monaopoly,
in which case, there is only one producer. For example, almost everyone who
owns a PC needs a copy of the Windows operating system, and that is offered
by only one producer, Microsoft Corp.

What do these two extremes of industry structure have in common? In
both cases, the consumer decision making process is simple, and information
search is virtually eliminated. In the case of perfect competition, while there are
many competing brands (e.g., gasoline), the fact that the products are virtually
identical means that consumers need not compare brands. Instead, consumers
only need to answer the question, “Do I want this product at the going price:”
In the case of monopoly (e.g., a local electric company), there is only one
brand and so again, the only relevant question is, “Do I want this product?”

Most consumer choices take place in the intermcdia.te case of indu.s!:ry
structure known as monopolistic f:ompetitian. In a monopollsncally competitive
industry, consumers are faced with many competing brands, each of which is
different from the other in one or several a.mjlbutes. N_Ionopc!hsnc competition
creates a unique problem fox: consumers: it is ncarl)f impossible to ob_ta_un full
information about all competing brands prior to making a purchase decision. In
fact, fully aware that they may .choosc rhc wrong brand, consumers try to make
g ’be-" + choice, given limited 11:1f0rmat10n sgarch. In general, researchers refer
to this concept as bounded rauQnaHt_)r, the idea tha.t consumers can only mak‘e

- nal decisions within the limits of time and cognitive capability.** Economic
o Antony Davies has developed a way to explain how consumers
2 syChOIOgt;:[ marketplace, given their limited rationality. The model provides a
chrpret 1 :‘or examining product consideration, evaluation, and choice.
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Milk comes very close to being a
perfectly competitive product, as
a gallon of milk from one supplier
will likely taste nearly identical

to a gallon of milk from another
supplier.

OBJECTIVE

@ Art Allianz/Shutterstock. com

Evaluation of Alternatives:
An Uncertainty-Reduction Model

We have discussed why consumers conduct information search. But exactly what
information do consumers need? There are three pieces of information necessary
to conduct prepurchase and ongoing search: the number of available brands, the
determinant attributes for the product category, and how an individual thinks
he will reacts to a brand after it is purchased. In practice, consumers almost
never know even one of these three pieces of information. For example, how
many brands of beer can the average consumer recall? Beer connoisseurs (prod-
uct experts) might recall as many as 20 or more brands. Nevertheless, approxi-
mately 500 brands of beer exist in U.S. markets alone. Even the most avid beer
expert would not be aware of all these! Next, suppose that a consumer considers
six important attributes for the product category, beer: color, aroma, taste, alco-
hol content, carbonation, and price. Can this consumer rate c:.ach bra,nd on these
six attributes? Probably not (unless the consumer’s ljst is very short). Lastly, this
consumer probably does not know exactly how well he would like these brands,
even l,f he cquld rate them .aII. Fpr example, he may claim not to like dark beer
but it’s possible that he might like a dark beer brewed with a lot of hops, OF &
dark beer with heayy carbonation, Thus et O O
! e + 11US, consumers’ inability to perfectly pré
dict how much they will like a brand is another source of uncertain
Given enough search effort, consumers could, potentiall Al 21’-1 e infor
mation_ necessary to.makc a rational purchase de,cision. Thg ’t::g]uf:mnu / means
that, with complete information, consumers woulq make decisions that maximiZ

their satisfaction. However, the cost iring i
. A of acquiring info i ds the
. . . r c
benefits of making the best decision.5s F 8 Tanon often cag
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Consumer Uncerta,inty

The un : |
e unccert;l'[:gtiﬁn;l; modelhdeszribes how consumers attcrrfpt to Ircduce
traditional mod] o Mgt nifesczlrc' .and evaluate product 1¥1format|on.. Like the
views consumers as relative] rl 661[510(111 mal{()llng, Al ey gk encHon modd
Must come 1o detiony tg nvo \:J: bprod em §olvers_. Accordingly, consumers
actual brands o Nt ;: ac;u ; rands a[vallabl.c in the market. The set (.)F
attributes, The o\ S A bran s that exist a ong w1th' measures of cz!:ch of t}‘lql‘
R L oA PG actual brands is an ob;ecmve. reality. Bccause it is prg}n.bI-
Beaaae il thcg-a tt(’v}‘b’completc ar.ld.ﬁjlly accurate ,mforma.non about all existing
b i o Oaf rl lltt.ts, what is in a consumer’s hciad is not thc' set of actual
perceived brands. The set of perceived brands includes only
those brands that 3 consumer acknowledges—whether real or not. Three sources
of external uncertainty create noise during information search and cause a con-
Sumcr’s. perceived brands to differ from actual brands. The sources of external
uncertainty are incomplete information, measurement error, and obsolete infor-
maton. Incomplete information suggests that consumers may be unaware of all
the existing or actual brands. For example, if you have never heard of Castle Rock
beer, then your perceived brand set suffers from incomplete information. Quite
the reverse, if you mistakenly perceive a brand that doesn’t exist, your perceived
brand set also contains incomplete information. Measurement ervor describes a
condition in which consumers may measure brands’ attributes inaccurately or
may be unaware of a particular attribute. For example, you may believe that
all dark beers are sour tasting. However, because some are actually sweet, your
perceived brand set suffers from measurement error. Finally, obsolete information
describes a situation such that consumers fail to update their perception of the
actual brand set as quickly as the actual brand set evolves. Perhaps the last ime
you purchased an Apple laptop computer, the price was double that of other
brands. Since then, Apple has lowered its prices to be more competitive with Dell
and other brands. If you do not revise your perception of Apple’s price to match
the changed reality, your perceived brand set suffers from obsolete information.
Consumers must also come to understand the true pleasure they are likely
to derive by using various con}binations of brands or brand attributes. For
example, some consumers obtfnn more pleasure from coffee than tea. In the
same way, a consumer may gain more pleasure from a dark roast .Columblan
variety versus a decaffeinated coffee. A conSleer’s true pz.-eference is thc'actv:lal
pleasure she will obtain from consuming various brands, i, another objective
reality. However, consumers d‘on’t know as much about th_en‘ own preferences
as they think they do. It is time-consuming and expensive to s?mplc. every
existing brand. So, even wh.en consumers fglly understand a brand’s at.tr'lbutcs,
their reactions to those attributes may be different from \.Jvhat they anm_:lpath.
Thus, a consumer’s perceived prgference,. what she believes her reaction will
ok to,variou s brands and their attributes, differs ﬁ'()ll? her true preference.
Two sources of internal uncertainty—unccrtmng about thf: consumer
: use a consumer’s perceived preference to differ from his true pref-
imalfpetee lute error and relative error. Absolute error describes a consum-
erence: absolute regarding satisfaction that a particular attribute will deliver.
erience, consumers learn how much pleasure they will gain by
Through exp ming ’various products. For example, a consumer may have full
Psfi‘n gn;iiginzll:l)out a car’s auto parking system, but he may incorrectly believe
infor

er’s uncertainty
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‘ t be unti

han it truly 1s- It may no he
ing is less important t itu] king is very rewardj

that auto parking 18 less importan % ses auto par g ing,

g i e reali .
At wi‘iﬂc tt'llj;ahsituations where consumers are uncertaj,
] » descri
In contrast, relative erro

: is true prefe
ive influence or weight of each atmbujtc Of; }r:islcagc I:nd ;;—n_Ce.
about the relative influen ay be fully aware of a car’s g2 o _lglnc
Al co?sumcr ?:IC}(;I'I'CCt]y gauge his willingness ;082“—(1 T rcm Cage
et ciz“sc\;‘:;r;faﬁiy It may not be¢ until he has purcha ar ang
Lo Incr .

d to ive
‘ i he would have preferre give up
filled it up a few times that he rcallrr;cosrc niles per gall on.*® In sum, becayse

some engine power in cxchangl;‘: fo::l o I arket or how much they will
consumers cannot know every bran M et i oends orihe 28

+ .
those brands, they cannot know ¢i e
preferences. ;\ccordingly, consumers construct a n;cn;:lmp( i bra;ili 3
tions (perceived preference) and the world around t p )

Bounded by our rationality, consumers then orgam_zc sha:orcllf?tt?llqgl:?m to
form their notion of the overall market, or the perceived p .

The Perceived Product-Market

Regardless of whether consumers conduct prcpu.rchasc or ongoing ScarCh,.their
perceptions of existing brands, along with their perceived preferences, influ-
ence how they construe the marketplace (see Figure 9.9). Here, the old adage,
“perceptions are greater than reality” holds true. A consumer’s perceived

FIGURE 9.9 | An Uncertainty-Reduction Model

Information feedback reduces external uncertainty
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Sounce: Davies, A, and Cline T. W, (2005 P
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Eﬂ;@?tﬁ:ﬁik‘;})}{ esents a patterned organization of brands in her mind.
et hore o d01‘ ‘1cc cream. Sgpposc a consumer views ic product-mai:-
RS v%arco fc.tr..rmmant attrl'lbutcs: taste and calories. P’urth?rmore, let’s
Ben & Jerry’s, and ]3 six brands: Weight Watchers, Carvel, Efiy s, Hdagen-Dazs,
AR COn&;tit tll;cycrs. These, brand§ and the consumer’s br:hc.f about. their
e Ut the consumer’s perceived brands. Although limited by inter-

. aunty, this consumer is also aware how she “feels” about ice-cream taste
and ice-cream calories. These feelings constitute the consumer’s perceived pref-
crence. When this consumer combines her perceived brands with her perceived
preference, she forms an intuitive image of the product-market. Her perceived
product-market for ice cream is represented in Figure 9.10. Each dot represents
the consumer’s perception as to the pleasure she will obtain from the attributes
she perceives each brand to have. The further up and to the right a dot is located,
the more (perceived) pleasure the consumer obtains from the brand’s attributes.

Notice that in the consumer’s mind, the brands naturally fall into two clusters.
The three brands at the top left (Weight Watchers, Carvel, and Edy’s) score high
on pleasure from fewer calories but low on pleasure from taste. Together, these
brands comprise the low-calorie cluster. The other three brands (Hiagen-Dazs,
Ben & Jerry’s, and Breyers) score high on pleasure from taste but low on pleasure
obtained from fewer calories. Together, these brands comprise the high taste clus-
ter. This clustering of brands is the first step the consumer takes in looking, either
consciously or subconsciously, for patterns among brands. By clustering, the
consumer simplifies the task of choosing a brand by thinking not of many individ-
ual brands, but of a few clusters of brands, each with a key attribute. Consumers
naturally think of brands this way. People talk about domestic versus imported
beer, vans versus SUVs, houses versus apartments, city versus suburb, and so on.

Four important characteristics of the consumer’s perceived product-market
describe something about the product-market that is relevant to the consum-

er’s subsequent choice:
Cluster size, the number of brands the consumer places in the cluster

1

9. Cluster variance, the degree to which brands within a single cluster are
dissimilar from each other

3. Cluster frontier, the best possible combination of attributes observed
within a cluster . Azl

4. Brand variance, a consumer’s awareness of uncertainty as to an individual

brand’s attributes

Consideration and Choice

ucting perceptions of the pro@uct-markct, consumers followa two-stage
choice process of consideration and ::Im?ce. In the consideration stage, c;;nsumcrs
often select a single cluster o.f brands via a non-compensatory process.”” A non-
compensatory process is a 51mplf:, although error-prone, way to mal.«: a dcc151.on
. which the person does not consider tradc-offs. Ff)r cxafnple, it is easier to decide
] drink a caffeinated drink or a caffeine-free drink (a non-compensatory
th-t-hcr tfh it is to decide which caffeinated drink or which caffeine-free drink to
de.aSlon) nin ensatory decision). The non-compensatory decision is easy because
g?sll;igﬁ__gl want caffeine” versus “I don’t want caffeine.”

- w“ i ; 1

After constr
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FIGURE 9.10 | Two-Dimensonal Preceived Produc

t-Market for Ice Cream
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. Approach to Modeling Monopolistic
Competition, Journal of Economic Psych

In th'e choice stage, consumers evaluate the brands in the considered
cluster via a compensatory process. The co

. . = 0d Mpensatory process is difficult
because it requires weighing tradc~offs——“Red Bull tastcys %etter than Hype
out Fiype is less expensive,” and “Is Req Byjpe additional taste worth the
additional price?” While a n PLC WOr

: conflictin a
gon compensatory process so a8 t0 “white]e ot gth goals by cmplc:ym%1

rands to a manageabe subset, The consumer th ¢ nd oo
process to evaluate the smalle SuE

! N applies a compensatory
I' set

chase.5” For example, when Iookingofgt??tnjs anld Ty "ngle brand ST

by considerin udent hougjp : begin
£ only apartme : g, one person may begl

Or more bathrooms, while another

et cnient to the university:

single Sﬁgt:: ’(C“O osumers apply non-compensatory

en ol ' C 1 . 4
E] satory dlccmmn making to ge \ b 0n31dcratlon”) followed by com

fElsthtt:r (l(;t:mcc). The product- rand fropm, within the considered

of thum —that the co : TiSticg su Do «enles
: nsumer wi| : : 88&est heuristics—or “rul

aset of heuristics ¢y ' usc in cong ¢ e

Pereeptiong of a product-market.

Scanned with CamScanner



The Consumer Decision Making Process | Chapter 9 251

Clu i i i indicay
1 ster Size Consumers may interpret larger cluster size as an indication of
csser external uncertainty because:

1. Observing more brands can imply that a greater proportion of the actual
brands has been observed (reducing partial information).

2. Observing more brands with similar attributes (i.e., brands in the same
cluster) can provide confirmation that the consumer has correctly observed
attribute levels (reducing measurement error).

33 Observing more brands in a specific cluster can imply a lesser probability
of a brand having altered its attributes; the cluster may be stable over time
(reducing obsolete information).

For example, suppose a consumer observes ten cars, all with reported gas mile-
age in the 25 to 30 miles per gallon (mpg) range and one car with a reported
gas mileage of 60 mpg. All else being equal, this consumer is more likely to
question the 60 mpg because all the other cars she has seen are in the 25 to
30 mpg range. Observing more brands with similar attributes provides confir-
mation that the consumer has correctly observed the attributes. Interestingly,
during the 1970s, consumers may have believed that the VHS format would
supplant the Betamax format because there were a greater number of brands
using the VHS format (which indeed proved to be the case). Similarly, despite
being more user-friendly and employing a more powerful microprocessor, the
Apple Macintosh brand lost substantial market share to IBM clones during the
1980s. One possible explanation is that there were a large number of brands
in the IBM clone cluster, and consumers interpreted this as a signal of greater
survival probability for the PC cluster. See Figure 9.1 1—Cluster 1 is the largest
because it contains the most brands.

Consumers may also interpret the number of brands in a cluster as a proxy
for the demand for brands in that cluster.®® Thus, a larger cluster size can sig-
nal less snternal uncertainty because observing more brands implies that con-
sumers’ preferences are being satisfied. This is consistent with evidence that
consumers make use of other people’s experience when making purchase deci-
sions.®® For example, suppose a consumer investigates ten cell phone plans,
nine of which come with free texting, with one plan charging for texting. All
else being equal, the consumer is likely to judge that other consumers like free
texting and that, consequently, he will also like free texting. In addition, people
have inherent motives to justify their decisions to others and to themselves,
i.e., to bolster self-esteem.! to alleviate cognitive dissonance,® and to reduce
anticipation of regret.® A larger set of brands inla clustcnl' can help consumers
justify their behavior to othe:rs and confirm their bc:hawf)r to themselves. In
sum, because a large cluster size dccre.ascs both perceived internal and external
uncertainties, as the size of a cluster increases, the likelihood that a consumer

will consider that cluster increases.
Consumers may interpret larger cluster variation as an

ter external uncertainty because observing large differences
hin a cluster could indicate:

Cluster Variance

indication of grea
among brands wit
have incorrectly grouped dissimilar brands into the same cluster.

1. Consumers .
have erroneously measured some of the attributes of the brands

2. Consumers
- 1ster.
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FIGURE 9.11 | Characteristics of the Perceived Pr
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Source: Adapted from Davies, A, and

Psychology, 26, 797-826.

Attribute 1

Cline T.W. (2005). A Consumer Behavior to Modeling Monopolistic Competition. Journal of Economic

Consumers may also interpret larger cluster variance as an indication of greater
internal uncertainty because
1% .Obso:':rvmg a large difference among brand attributes within a cluster
1m.pllcs greater uncertainty regarding the consequences of a purchase from
this cluster.
f

2. High cluster variance may send confusing signals about the importance 0

the various attributes.

For exan.lplc, suppose a consumer observes four brands of hair coloring: The
brfinds require that the coloring treatment be left in for 1 minute, 5 minutes
minutes, and 20 minutes, respectively. The large variation amon : the tI'Cam;cm
times can ’.T"flkc the consumer less certain as to the benefit of gcatmcm timé,
?fc;ccagmg internal l'll‘lCCrtail'lt}’. In sum, cluster variance increases the likelino®
incrcasgssug:zr |I,]1:g:i;|.l,g03 bafd tEurchalsc decision, Therefore, as cluster varianc©
o Figu,m ST Bk 0‘ : cbconsun}cr considering that cluster decreasts
close togcthc;' Clllstcr lusl:'ast tlic l'ilﬂclis i aster 1 are relaivil. =

A smallest cluster variance. In contrast, CUS©

2 shows the greatest variation. In f: :
in Cluster 3, not Cluster 2. act, one might argue that Brand I belong®
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after consumers
consumers’ feedback loop. Figure 9.5 Show]f'st?xitférmation into theirof?:iuCt
e T3 integrate thi Ure
“post-purchase evaluation,” they integ ous processes. In some cases, pe

decisions by informing any of the previ k to the drawing board with
purchase evaluation may send consumers bac Prob.

lem recognition. Perhaps the purchase cr.catcd a new prg?ésgloraflaéiliq tl? SOlye
the old one. In cither case, the extensive information pr G g 180 leye),
of involvement necessitate an entirely new problem-solving prOTcss, On ¢,

other hand, a successful choice may require Un!y thlat cons:mcrzhoop bac.l.;‘ to
the “choice” phase. Perhaps a successtul low involvement purchase decig,,
leads to brand laziness, or a higher involvement purchase cncourlzllges brand loy.
alty. In any event, consumers are not likely to condgct new search or re-evajyg,
alternatives. The intermediate case of variety seeking suggests that, evep Wwith
a moderately successful post-purchase evaluation, C,?ﬂsumﬁ‘fl’ S may‘rg:tum m.tht
“evaluation of alternatives” or “information search phases_ of dCClSlOI‘ll maklng,
seeking and processing new information that will lead to a different cl}cucc: Hoy
do consumers decide if the purchase was successful? In a word—satisfactisy,

Consumer Satisfaction

Consumer satisfaction is determined by consumers’ post-purchase evaluation
of their decisions. Consumers constantly evaluate their choices as they integrate
products into their daily lives.** Satisfaction is important to marketers because
it influences future purchases. The marketing concept suggests that consumer
satisfaction should be the focal point of marketing activities. Research shows
that satisfaction positively influences consumers’ repeat purchase intentions and
leads to higher spending. Another study demonstrates that satisfied customers
are willing to spend more on a brand that they like.%® But these effects can be
offset by competitive intensity, i.c., the number of available alternatives.* In
the same vein, research demonstrates that customer retention is driven by a
brand’s advantage over other choices, not just consumers’ overall evaluations
of the chosen brand.*” Finally, a recent study reveals that extremely high levels
of satisfaction can translate into brand loyalty, the most important strategic
objective of marketing managers worldwide, However, consumers who have

a longstanding relationship with a brand demonstrate a high risk of switching
when their loyalty is weakly held. s

sen brand is the product the consumer actually purchased, while the rejected
alternative is a brand considered, but not chosen. If the ciloscn brand seem’
superior to the rejected alternative during post
consumers experience satisfaction and m;
converse is also true: if the chosen produ
native, then cognitive dissonance sets in,
post-purchase dissonance may include ¢
purchased the other brand,” and, «|

more stores.” Cognitive dissonance 1

¢t appears inferior to a rejected alter
leading to dissatisfaction. Evidence ©
omments such gg, “Gee, I wish ha
Paid too muych, 1 should have searche
nvolves bchavior—attirudc inconsistency
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atthe height of the weight-conscio
aunched an ad campaign highlight
brand was not low in calories, The a
gen and Jerry's great taste was wor
perhaps unwittingly, the campaign
ceptions of the cluster frontier amg
Let's take a look at Figure 9,12, whic
consumer’s perceived Product-market for ice cream,

Among the high taste cluster, the consumer is aware of
Héagen-Dazs, Ben and Jerry's, and Breyers. The consumer also
perceives that the “ideal” premium jce Créam is one that has
the flavor of Breyers, but the calories of Haagen-Dazs. This
pointis labeled original cluster frontier. The point of the Ben and
Jerry's ad campaign was to convince consumers that there is a
trade-off between taste and calories, such that it is impossible
fora brand to posses the taste of Breyers and the calories of
Héagen-Dazs, As a result, Ben and Jerry's hoped that consumers

Us 1990s, Be
ing the fact
d went on t
th the higher Calories,
altered consumers’ per-
NG premium ice creams.
h shows a hypothetical

Nand Jerry's
that their

0 claim that

would shift their perceptions of the cluster frontier to the point
labeled new clust

er frontier. Why? Given that Benand Jerry's is
Positioned between Héagen-Dazs and Breyers, moving the
cluster frontier in this way puts Ben and Jerry's closer to this
ideal point, resulting in an increase in market share for Ben and
Jerry's at the expense of Hdagen-Dazs and Breyers,

Similarly, in the early 1990s, the Miller Brewing Company
introduced a new brand, Red Dog. With respect to taste and
price, two of the most salient attributes for beer, Miller
tioned Red Dog to be similar, although inferior, to its fl
brand, Miller Genuine Draft (MGD).
that, by introducing a new brand s
Miller risked siphoning off market share from the flagship
brand, a phenomenon known as cannibalization. What hap-
pened, however, was the reverse—Red Dog attained market
presence while increasing MGD's market share. The uncertainty-
reduction model offers an explanation for these unexpected

posi-

agship
Market analysts warned

o similar to its flagship brand,

FIGURE 9.12 | Cluster Frontiers for Ic

e Cream

-——-———
- -
- -

,’iNalght Watchers
1

-
--------

Utility from Calories

Original Cluster Frontier

New Frontier

e
- o

s
’
o,

P s ST i
./ Héagen-Dazs

|
I
I
|
!
I
I
]

(o]
Ben & Jerry's

;3;

Breye
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Utility from Taste
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FIGURE 9.13 | Cluster Frontiers For Beer
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Sounce: Reprinted from the Journal of Economic Psychology, Vol. 26, Davies, A, and ClineT.W, A
Consumer Behavior Approach to Medeling Monapolistic Competition, Pages 797-826, Copyright 2005,
with permission from Elsevier.

results. Figure 9.13 shows a hypothetical consumer's perceived of Red Dog. Using probability notation, the overall impact on
product-market following the introduction of Red Dog beer. the probability of choice for MGD is:
By positioning Red Dog as it did, Miller achieved two

effects: (1) it increased the size of the “affordability” cluster, Pr (consideration) X Pr (choice | consideration) = Pr (choice)
and (2) it did not alter the affordability cluster’s frontier. The [Increase] [No Change] [IncreaSG]
first effect increased the probability of consideration for the
brands in the affordability cluster—a larger cluster attracts Thus, the introduction of Red Dog, an objectively inferio’
more consumer interest. Second, because the cluster frontier beer, resulted in an increase in market share for MGD. This s
remained the same, the probability of choice, given con- known as the attraction effect: an inferior brand positionéd
sideration, did not change for MGD—Tt remained the same closely to an existing brand makes the existing brand mere
distance from the ideal point as it was prior to the introduction "attractive!

—

and produces an unpleasant tension referred to as dissonance arousal. Whet
it occurs, people are motivated to reduce dissonance arousal by changing
their attitude to match their behavior. Making almost any decision can ¢t

stage for dissonance eff y

. cets. Consumers employ four strategies to reduce P
purchase dissonance:

Incrcasin}g the perceived attractiveness of the chosen alternative
Decreasing the perceived attractiveness of the rejected al &
Increasing the perceived similarity among alt jected alterna
Revoking the decision crnatives

el o
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e]:q[:leagij ssztr;tEgY, known as swoet lemons, involves attempts to raise the posi-
i ar: the iLlosen al't(.:rnatwc. lThc second strategy, called Sonr grapes
e paraging the (.]Uilll‘thS of .re]ectcd .altcrnanvcs. Thc thu:d strategy

pts to lgvel the playing field by interpreting all alternatives as similar. The
final strategy involves reversing the choice. For example, you might attempt to
return the chosen brand in exchange for one of the alternatives.

Ina c1a§51c study of post-purchase dissonance, consumers were asked to rate
the attractiveness of several products, including a stopwatch, silk screen print,
portable radio, and fluorescent lamp.®” They were also told that, at the end
O'f the study, they would receive one of these products as a gift. In the high-
dissonance condition, consumers were asked to choose between two products
they rated nearly equal in desirability. In the low-dissonance condition, con-
sumers were asked to choose between a product they rated highly and a prod-
uct they rated much lower in desirability. After receiving their gifts, consumers
were asked again to rate all the products. Large shifts in attitude occurred in
the high-dissonance condition. The chosen product was rated slightly higher
and the rejected product was rated much lower after the decision was made. In
contrast, smaller shifts in attitude occurred for the low-dissonance condition.
Only the chosen product was rated slightly higher after the choice occurred.

tiv

Expectancy Disconfirmation Model In assessing their satisfaction, consumers
may also want to know the extent to which their chosen product lived up
to its expectations. The expectancy disconfirmation model suggests that
consumers form expectations about product performance prior to purchasing
a brand.”® After buying a product, people compare their perceptions of its per-
formance on various key attributes against the level of performance that was
expected on those same attributes. If consumers’ perceptions of the brand’s
performance are in line with their expectations, they are more likely to be
satisfied. If the brand performs more poorly than expected, dissatisfaction sets
in. But if performance exceeds expectations, consumers may experience supra-
satisfaction, or customer delight. Note that consumers’ prior expectancies are
confirmed if the product performs as anticipated, while expectancies are dis-
confirmed if the brand performs more poorly or better than expected. This
model can be expressed statistically as:

§ = Zw(p - ¢), where satisfaction (5) is a function of the importance weights
that consumers assign to cach attribute (w) and the difference between
perceptions and expectations on those attributes (p — ¢).

When the sum of all the perceptions minus expectations equals zero, consumers
are perfectly satisfied. When this sum dips below zero, consumers become dis-
satisfied, and when the function returns a value greater than zero, consum-
ers are supra-satisfied. The expectancy disconfirmation model suggests that
consumers will be dissatisfied with excellent products if their expectations
are too high. Conversely, consumers may be pleased with mediocre products
that exceed expectations. So, whathcr expectations that exist in the minds of
consumers prior f dsc are as important as consumers’ perceptions of a
bk i line of thinking creates a potential satisfaction para-
ich marketers must create sufficiently high expecta-

but not so high as to engender disappointment. In
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ectations will expep:

: ds, brands that Bener’c Ry ‘101\1‘;;:;51)@ when markctfrsnl:,en.c
other words, bra Jers to try them. Con i e uilg
difficulty in getting consumets O i o ned to disappoint.

isti “tati or brands,
unrealistic expectations for _ .
tion The expectancy disconfirmation Moy

Performance-Based Satlsffac is always compared to consumers’ Nitip)
> 1t s .
sroduct performance eyt isfaction results; if
Zﬁlg?tzr;j;}:;to}r goals thcn those goals are met, S.aUSfl iy consilmthcy are
X 7 f "
P : caricfaction follows. This model also 1mp imers why,
not met, dissatisfactio d as consumers who achieve h]ghtr

" . . : ﬁc
attain low expectations will be just as satis S iecd satisfaction 1 =
expectations. Recent research on perform facti :

expectations are typ:
: ] ho set and mect lower S are typ;.
opposite can be true: consumers W ho set and meet higher expectations, This
cally less satisfied than consumers Who 5%
Y ‘e tions do not always serve as the sgy,.
occurs because consumers’ initial expecta
: : formance.”' Instcad, consumers ofte,
dard of comparison for evaluating pertor \Bihroduct’s best possis)

compare the performance of a producE with t hC P ot out-
come, or its potential. For example, let’s say John 1nv THOBIE e tual
fund and expects an 8% annual return. Jane, on the other hand, picks a riskje;
portfolio and a target return of 14%. Both investors believe that the best pos.
sible annual return of mutual fund is about 20%. At the end of the year, John’s
fund earned 8% and Jane’s earned 14%, exactly meeting their expectations,
Whereas the expectancy disconfirmation model predicts that John and Jane wil]
be equally satisfied, performance-based satisfaction research demonstrates that
this will only be the case if John is reminded of his initial, Jower goal. Without
a deliberate reminder from his fund adviser, John is likely to use the fund’s
potential (20%) as a standard of comparison, and he will see a relatively higher
gap between performance and potential than will Jane. Why do consumers use
a brand’s potential rather than their initial expectations or goals? Some psy-
chologists believe that people are wistful of “what could be,” particularly if they
believe they cannot attain the best possible outcome. If consumers are naturally
forward-looking, it is easier for them to think about a brand’s potential, which

relates to the future rather than their expectations, which relate to the past.”

Complaining Behavior Because consumers are not always satisfied with their
product experiences, effective resolution of consumer complaints can have 2
dramatic effect on customer retention, reduce the spread of damaging word-of-
mouth, and improve profitability,”3 Complaint handling strategies are particularly
critical .in the service industry, where customer satisfaction leads to long-term
trust with and commitment to an organization. One framework for managing
complaining behavior views customer complaints as a sequence of three events:
( 1) a procedure beginning with communicating the complaint (2) an interat
tion F)cm.fcen the customer and representatives of the or am'z;tion and (3) 2
dz-ftﬂ_bumn of benefits to the dissatisfied customer, 7 Frogm a corlsl,lmt‘-l"s et
spective, cach of these events translates into a specific justice Procedural jusic?
;;::l)lvcizt;s thz:]!: thlc comlpany has assumed responsibilit; for tilc p:oblcm and 18
g a imely resolution. I ] Ustice i :
empathetic response from the szjt?cf’apfgi{:;:zcgqulves.a p(.)ht‘.:’ joss mc:n
compensation issues such as refunds, rcplacemé bl J it focus'cs
nts, and repairs, along with 3

lig;)ﬁyé If; :I'S:;azzaactl;(i;vc cvctn a rr;odcst level of satisfaction with complaint
’ must perfo : o oot
components. Failure on just one olf)‘ rm relatively high on all three justic

the three leads 1o consumer dissatisfaction™
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Rcsearch d .
c 1 : i 4
Potential for Cus:(l)lng i m.llmc complaining behavior demonstrates the
MErs to punish and avoid firms that fail to resolve their com-

plaints,7s Whil

2 ¢ customers’ feeli

their avoj mers” teelings for revenge eventually dissipate over ti
avoidance behavior increa - ” BatSOvenRmE,

ers maintain ses ‘Wi.th time. In other words, online complain-
; grudges through their increasing desi i
with firms, Most P i g desire to completely disengage
v T oy g, ?h rm’s best customers—those who believe they
BCLIevenEn s a\roidar:lcac“gt | the }f;irm—fccl more betrayed and show stron-
Honshipavith it o Postc(e)swels than dol customers who have a weaker re!a-
for e 1 04 mplaint resolution can reduce consumers’ dc§1rc
Voot l';est ¢ y it the resolution 1mmt?d1ately followts the complaint.
i > "o ustomers do not need expensive compensation (e.g., refund)
W ge their feelings of revenge. On the other hand, resolving online com-
plalners’ problems does not seem to bring back their business. The implications
are .clcar: the best marketers can do with online complainers is eliminate their
desire to punish with additional public complaints. Accordingly, marketers
should.cncourage consumers to resolve complaints directly with the firm, dem-
onstrating a positive resolution process that engenders trust and commitment.

By the time complaints reach the Internet, it may be too late.

Would you like

. a better deal
when negotiat-
ing the price of
a car, a house,

: Oraservice
contract? Would
it be ethical for
a consumer to
fake anger if it
got him a better
deal? According
10 professors Eduardo B. Andrade and
Teck-Hua Ho from the University of
California, Berkeley, showing anger can

work to a haggler’s benefit’® These
researchers set up a series of ‘emation
gaming"”experiments and discovered
that not only does displaying emotions
work to a haggler’s benefit, but those
who show emotions often pretend
they're upset for the purposes of finan-
cial gain.”” One particular experiment
simulated a retail environment. Sellers
offered to divide a pot of money and
receivers now had the option of accept-
ing or rejecting the offer. A rejected offer,
just like in the consumer world, meant
that both the seller and buyer received

no gains.

Researchers told half of the angry
buyers that their irateness would be
shown to the sellers. The results show
that those who knew that their anger
would be revealed added a little
drama. Equally interesting, buyers
received a better offer from sellers
as long as sellers thought that the
buyer's feelings were genuine. When
sellers learned that buyers might
be inflating their anger, the effect
attenuated. Have you ever faked
anger to get a better deal? Did it
work? Is it ethical?

I il e TS R T AT

Chapter Summary

- ize
This chapter focused on how consumers recogn

Problems, define their markets, gather information

telated to their consideration and purchase dciS
and determine their satisfaction. comm;fcffort
Sion making can be defined by the amo].ué : response
People exert to solve a probl_em- Roulue e

havior involves mi
‘M solving entails mi

problem solving requires a great deal of cﬂ‘brt.
Consumer decision making can also be characterized
as a joint function of processing effort and myf)lve-
ment, which creates four distinct types of decisions.
When both involvement and information process-
ing are low, consumers typically make choices as a
matter of habit, or exhibit brand laziness, as opposed
to a fundamental commitment to the brand. When
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consumer involvement is high and information pro-

lccss.ing. is low, consumers exhibit brand loyalty, an
INtrnsic commitment to a brand based on the ben-
cfits or values it provides consumers. When consum-
ers experience low involvement and high information
processing, they exhibit variety secking behavior, the
desire to choose new alternatives over more familiar
ones—just for the sake of change. Finally, when both
involvement and information processing are high,
consumers engage in genuine problem-solving strat-
egies. Because consumers cannot consider all the
features of a brand, they must identify one or more
determinant attributes, characteristics of a product
that are both important and unique, and thus, most
likely to affect the buyer’s choice. Problem solving is
the focus of the traditional model of consumer deci-
sion making because the decision involves relatively
high levels of risk.

The traditional model of consumer decision
making involves five stages of consumer problem
solving. Problem recognition takes place when
consumers experience a disparity between what
they have and what they want. This is known as
4 want-got gap. Needs, wants, and opportuni-
ties trigger problem solving. Information search
involves both the active and passive processing
of data aimed at solving the problem. The level
of search is determined by consumer involve-
ment, the marketing environment, situational
influences, and individual differences. Evaluation
of alternatives requires consumers to determine
which product attributes are important and which
brands to evaluate on the basis of these attributes.
Purchase decisions represent consumers’ predis-
positions or intentions to buy a brand. Finally,

Key Terms

cluster variance
clustering

actual brands
bounded rationality
brand laziness
brand loyalty
brand overload
brand variance
cluster frontier

: model
cluster size

COMpENsatory process
derived varied behavior
determinant attributes
enduring involvement
expectancy disconfirmation

during post-purchase evaluation, consumers gy,
pare their perceptions of a brand with their ey,
tations and determine their satisfaction.

The uncertainty-reduction model reCognize,
that consumers can only make rational decisions
within the limits of time and cognitive capabj].
ity. This approach to decision making involyeg
four stages that specifically deal with CONSumery
bounded rationality. First, consumers develop per-
ceptions of what the product-market looks like,
Next, they whittle down the vast number of brands
into a single subset of brands for consideratioy
Then, consumers choose one brand from the ¢qp,.
sideration set. Finally, based on their consumptiop
experiences, consumers adjust their perceptions
of product-markets in an attempt to make begeer
future decisions. This model emphasizes that cop-
sumers continuously sort out and manage infor-
mation about their chosen brands in an attempt to
reduce uncertainty. One of the ways that consum-
ers evaluate their purchases is by assessing their
satisfaction. A popular strategy that consumers use
to assess their satisfaction is to compare the cho-
sen brand with a rejected alternative. This strategy
is known as dissonance-reduction. Another way
consumers determine satisfaction is by comparing
a brand’s performance against expectations of that
performance. If the performance equals expecta-
tions, then consumers are satisfied. If it exceeds
expectations, consumers are delighted. And if
the brand fails to live up to expectations, people
become dissatisfied. Some consumers imagine 2
product’s best possible outcome to determine their
satisfaction. Here, expectations are less important
than whether the product achieved its potential.

—_—

. I

extensive problem solving
external search

external uncertainty

impulse buying
intermediate problem solving
internal search

internal uncertainty
intrinsic variety seeking

il
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market mavens perceived brands routine choice
motives perceived preference true preference
need perceived product-market situational involvement
pnon-compensatory process perceived risk uncertainty-reduction model
ongoing s.c_arch performance-based satisfaction variety seeking
opportunitics prepurchase search want-got gap
parity products problem solving wants
Review and Discussion
1. What distinguishes &rand loyalty from brand 9. Predict the level of search for

lnziness? Which of the two is more likely to
result in long-term repeat purchase behavior?

2. How are consumers’ perceptions of risk

A beginning skier interested in new skis

b. A frequent flyer looking for a flight to

related to their level of product invelvement? New York
3. Which categories of risk do you think have c. A stay-at-home-dad who has
the greatest influence on the purchase of: moderate knowledge regarding baby
(a) fashion clothing, (b) a laptop, (c) real foods
estate, (d) sushi, and (e) a smartphone? 10. How do external and internal uncertainties

cloud consumers’ perceptions of the true
brand universe and their true utility functions,
respectively?

4. Why is variety seeking prevalent among parity
product categories?

5. What’s the difference between a defensive and
determinant attribute? Both types of attri-
butes are important to consumers.

6. Under what conditions are consumers likely
to follow the five stages of the traditional

11. Review the two types of satisfaction
models: dissonance-reduction versus
expectancy disconfirmation. Which
model would a consumer most likely
use if she recently switched to a new

model of Consumer Decision Making? brand after years of loyalty to one brand?
7. What are the two conditions necessary for Which model would a consumer use if
problem recognition to occur? he were processing information from
8. Discuss the differences among needs, wants, advertisements and opinion leaders’

i v ”
and opportunities. word-of-mouth:

Short Application Exercises

1. Use Figure 9.4 (Assessing Determinant inva{vemmt. Explail? why these product cat-
Attributes) to identify attributes in each of - egories affect you differently.
the four quadrants for blue jeans. On the basis 3. Interview a friend regarding her search
of your analysis, what are the determinant gctivities in a recently purchased, high-
attribuyges? involvement product (e.g., automobile,

2. Ideng for which you computer, graduate school). Identify whether
fecln::g : r?:;?:;:;;gf::zﬂd a product she relied primarily on prepurchase or ongoing

situational secarch to make her choice.

Category for which you show only
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Managerial Application

ﬁ

Imagine that you work for a well-known market-
ing research firm. Your supervisor has asked you
to use the expectancy disconfirmation model to
evaluate a consumer’s post-hoc satisfaction level
for a recent purchase of running shoes,

Your Challenge:

1. Identify three determinant attributes
for this consumer (e.g., comfort, style,
durability).

2. Determine the consumer’s impor-
tance weights for each attribute, such
that they total 100%. For example,
comfort = 30%, style = 10%, and
durability = 60%.

3. Onal to 7 scale, ask the con-
sumer to rate how he expected the

End Notes

brand to perform on each of these
attributes, prior to purchase (for
example, comfort = 6, style = 4,
and durability = 6).

4. Also on a1l to 7 scale, ask the con-
sumer to rate his actual perceptions of
how the shoe has performed on each
of these attributes.

5. Plug in the weights, expectations,
and perceptions into the formula:
S=Zw(p — ¢). Does the outcome
of the function suggest that this
consumer is satisfied, delighted,
or dissatisfied? To see if the model
is consistent with the consumer’s
response, ask the consumer if he is
satisfied.
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MARKETING METRICS

Measuring Consumer Satisfaction

Imagine that you are a consultant who is building a statistical model to predict
how long a customer will remain with a firm (i.e., customer retention). Research
demonstrates that both consumer satisfaction and calculated brand commit-
ment should help predict customer retention. Consumer satisfaction is defined
as a customer’s overall evaluation of the performance of a product or service to
date.”® Calculated brand commitment is a consumer’s dependence on a brand’s
benefits due to a lack of choices or switching costs.” The following table pro-
vides data for twenty wireless phone customers. All twenty have used wireless
services for 10 years. Column 1 shows the customer number. Column 2 pro-
vides consumers’ ratings for overall satisfaction to date on a seven-point scale,
where 7 represents the highest rating for satisfaction, and 1 represents the
lowest. Column 3 shows consumers’ estimated switching costs, i.¢., the cost of
switching from their current wireless service provider to a competitor. Finally,
column 4 shows how long consumers have been with their current wireless
service provider, a surrogate for customer retention.

Wireless Phone Customer Data [DT9-1.Xls}
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(1)
Customer Number
s
16
17
18
19
20

(4)

(2) 3 Months with Firm

7
110 30
8

. 12
75
6

60
90 24

O W U —

Your Task

Use the Excel file (DT9-1.xls) t
L

o execute the following analyses:

Conduct a Pearson correlation for (1) switching costs and (2) retention,
Recall that a correlation (7,) measures the extent to which two variables are

associated with each other. The value of 7, always falls between -1 and 1. A
positive correlation would indicate that higher SWIItChll‘lg costs are associated
with longer customer retention, whereas a neganve corrclatlonl would indi-
cate the opposite. A correlation of 7 > 0.75 would be con51dc‘rcd large.
What is »_? Does it indicate that higher switching costs arc associated with
customers’ duration with the firm?

Conduct a univariate, multiple linear regression analysis using rezention as
the dependent (y) variable and (1) satisfaction and (2) switching costs as the
independent, or predictor (x) variables. Find the data analysis tab and click
“regression.” Use the third column (retention) for the y-range and the
first two columns for the x-range. Click “labels” so that Excel knows the
column titles aren’t data. Click “new worksheet ply” and provide a name.
Then click “OK.” Examine the output.

o Adjusted R-square indicates the proportion of variation in retention
explained by satisfaction and switching costs. An adjusted R-squarc
greater than 0.50 means that satisfaction and switching costs account
for more than 50% of the number of months consumers remain with the
firm. What is the adjusted R-square in your model? Does it indicate that
satisfaction and switching costs explain customer retention?

* The Satisfaction Coefficient indicates the number of additional monthsa
consumer would remain with his wireless provider if he were to rat¢ the
firm one point higher on the 7-point satisfaction scale. According to your
model, how many additional months of retention will one satisfaction
point bring a wireless provider?

* Now it’s time to predict how long a customer will remain with a wireless
provider based on a specific satisfaction score and switching cost. Use
as the customer satisfaction score and $100 as th sw%tchiﬂg costs
and plug thf:se two numbers into your model: Imcer.ce ¢ Cocfficic’
+ (5) % Sﬂti.ﬂf‘ﬂctiﬂn Coefficient + (100) x Swz't:cb' C ft Cﬂ"ﬁmﬂ”
= R‘etmtmn (in months). What is your e mc? osts 2 :
particular customer will be retaineds on for N
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