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ABSTRACT

AN INVESTIGATION OF THE ALLOCATIVE ROLE
OF PRICE IN CONSUMER CHOICE

By
Dogan Eroglu

The primary objective of this study was to examine how
consumers use price in their decision processes. Four roles
for price were identified from the literature: The
attribute role, where individuals are willing to trade-off
higher prices for other attributes; the constraint role,
where the individuals are not willing to make trade offs
beyond a pre-set price level; a dual role, where individuals
use price first as a constraint and then as an attribute in
the same decision problem; and an informative role, where
individuals infer quality from price.

A conceptual model based on the theory of goal-directed
behavior was developed to generate propositions relating
reference price and price differences to role of price. An
experiment (n=286), where reference price and price
differences were manipulated, was conducted with two
different product categories.

The first proposition that higher reference prices would
increase the likelihood of observing price in the attribute
role had weak support mainly because most subjects,
irrespective of different experimental conditions, used

price in the attribute role. The second proposition that



higher price differences would increase the likelihood of
observing the constraining role was strongly supported. It
was observed that a higher reference price also increased
the likelihood of price playing the constraint role.
Further analyses showed that this unexpected relationship
was due to the fact that absolute price differences, as
opposed to relative price differences, were more effective
in forming price difference perceptioné of individuals.
This finding is important since it contradicts a popular
belief concerning price difference perceptions of
individuals.

Certain hypotheses which focused on the combined effects
of reference price and price differences were also tested.
As hypothesized, the dual role was the most likely role to
be observed in the high price and high price difference
condition. Similarly, the attribute role was the most
likely role in the high price and low price difference
condition. Product knowledge and product involvement, which
were included in the analyses as covariates, did not have

significant effects on the role of price.
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CHAPTER ONE

INTRODUCTION

Most of the pricing techniques in marketing textbooks,
as well as in more advanced reference books, still attempt
to answer pricing puzzles with the traditional accounting- or
economics-based prescriptions. In these models, prices are
often set to cover costs, maintain a desired level of return
on investment, or meet a similar financial goal (Nagle 1987
P. 2). It is difficult to argue the importance of such
concerns. However, it is equally obvious that a major
component--consumer response--is not adequately incorporated
into most normative models. Despite the strong logic behind
these methods, there is an obvious need to better represent
consumer response to the price variable. Hence, it would be
most appropriate to label these existing pricing prescrip-
tions as incomplete rather than incorrect.

The major purpose of this study is to contribute toward
generating a more complete normative pricing model. To this
end, answers to some basic consumer behavior related pricing

questions will be sought. These findings will also be
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valuable for fine tuning the more sophisticated choice and
preference models in marketing which focus on consumer
response.

An identification of the more specific objectives of the
study will follow. Next, evidence from the literature on
various roles of price in consumer decisions will be
provided. Finally, an overview of the proposed model will
be presented to facilitate a better understanding and

appreciation of the literature review.

Objectives and Domain of the Study

To claim that the price of a product is a determinant of
purchase choice would probably not generate major
controversy. In classical economic theory, the
market-determined price has been viewed as the sole
determinant of an individual’s demand. This school of
thought asserts that for a given price, the individual makes
the purchase decision based on total income and the prices
of substitute goods (e.g., Hirshleifer 1980, p. 90). Later
research in both economics and marketing has introduced
modifications to this view. Currently there seems to be a
consensus that price is a major determinant of purchase
decisions, but certainly not the only one. This knowledge
introduces two basic questions regarding the impact of price
relative to other decision variables in the purchase
decision. First, the degree of importance that price has in
choice becomes a central issue. Second, the role which
price plays in the decision process also emerges as an

important concern.
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The role of price in purchase decisions is the major
focus of this study and it will be investigated within the
following choice context: The "buy" versus "not buy"
decision is assumed to be already made, and the choice among
alternatives is the relevant decision problem. Conse-
quently, the role of price in choice among alternatives is
implied when reference is being made to the role of price in
purchase decisions.

This study will attempt to accomplish the following
theoretical and practical contributions. First, it has been
argued that consumer behavior-related pricing research lacks
a theoretical framework (Rao 1984). The first contribution
of this research is to build the foundations of a general
theoretical framework. Thei:§9§6§ed conceptual model serves
to integrate the existing litferature and may be used to
guide future research on price as a decision criterion.
Second, delineating the conditional role that price plays in
certain situations would add to the comprehensiveness and
precision of choice or preference models used in marketing.
Finally, such a knowledge would be helpful in making product
development as well as pricing decisions.

The objectives which are stated above will be achieved
by accomplishing two tasks. First, a model suitable for
examining the role of price in purchase decisions will be
developed. Second, a set of hypotheses pertinent to the
role of price will be extracted from the model and
empirically tested.

The basic assumptions and orientation of the study will
be outlined to facilitate a better understanding of the



4
arguments advanced. First, it should be noted that the
present study will focus only on the allocative role of
price. The informative role of price (i.e., individuals who
are inferring quality from price) will be excluded to avoid
potential methodological complications. Furthermore, the
present study will focus on how individuals make price-
quality trade-offs once they have made quality judgments.
Consequently, the propositions in this paper should be
viewed in recognition of the fact that the impact of
informative role of price is treated as a constant.

Second, the research question will be examined in a
static context where all relevant, time-related variables
are not considered. While adopting a dynamic approach would
be more desirable, the difficulties associated with the
dynamic examination of the decision process and the
relatively sparse literature available on the issues of
interest necessitate taking a static approach. The
assumption is made here that an understanding of the process
in a static context will contribute to the future
development of dynamic models addressing the same issue.
Therefore, important aspects such as past prices, price
changes, future price expectations, etc., are not taken into
account in this study. Third, the research focuses on
individual decision making even though it may be more
realistic to consider a group decision making context for

many product categories such as cars, houses, and furniture.
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Role of Price in Choice

Previous research has identified two major roles that
the price variable plays in the context of consumer decision
making. First is an informational role. There is a long
history of research in marketing which demonstrates that
price may be used as an informational cue in inferring
quality, particularly in situations where other information
is not available (Rao 1984, Zeithaml 1988). Second, and the
one largely overlooked in marketing, is an allocative role
that price is suggested to play in purchase decisions.

Consumers use price in determining how they will
allocate their income among alternative goods. The
economics discipline has mainly focused on the allocative
role of price (Johnson and Kellaris 1988). Recently, it has
been suggested that the allocative role of price in purchase
decisions may take more than one form. Rao (1984) argues
that price can be used as a constraint in the final purchase
decision or, alternatively, it can enter into the decision
as an attribute in the evaluation stage, along with other
attributes. The underlying premise of the research reported
here is that the different roles of price suggested in the
literature are not necessarily incompatible. Instead, it is
more likely that one or both of these roles are instrumental
in consumer choice depending on a number of factors.

Since the allocative role of price is the focus of this
study, a discussion of the two different forms this role
might assume is in order, namely as a constraint and as an

attribute. A constraint role for price (or any other

decision factor for that matter) is in effect when
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alternatives are eliminated (or chosen) based on price
without further consideration of other attributes.

Conversely, an attribute role is displayed when all the

other salient attributes are simultaneously considered along
with price. Put differently, if the consumer is considering
trade-offs between the price of the product and other
salient product attributes, then an attribute role is
displayed.

There is, however, at least speculation and some
evidence (Park et al. 1981) that price can play both of
these roles within the same decision problem. In other
words, consumers may use price first as a constraint to
generate an evoked set, and then use if as an attribute to
make a final choice among the set’s contents. In such
cases, price will be seen as playing a dual role as

discussed in the next section.

Evidence for the Suggested Roles of Price

Constraint Role

When price is used as a constraint, alternatives are
eliminated or chosen based on their prices without further
consideration of other attributes. Traditional economic
theory posits that individuals make purchase decisions on
the basis of how the price of a good impacts their budgets.
Income is finite but the desire to consume is not, and thus
all desired goods can not be purchased given available
resources. Consequently, the consumer has to make
trade-offs and decide which of the goods will be purchased.

In this context, price plays a constraint role because it
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does not enter into the consumer’s initial analysis as an
attribute. 1In other words, all salient attributes other
than price affect the utility derived from the product
which, in turn, determine the shape of the indifference
curves. Price, on the other hand, along with income,
determines the budget line which acts as a constraint on the
amount of total utility the consumer can buy.

Another concept which suggests that price is used as a
constraining variable is reservation price. Reservation

price is defined as the highest price that an individual

will pay for a certain product and accordingly, only
consumers whose reservation prices are higher than the
market price make purchases. While some researchers explain
the formation of reservation prices solely on the basis of
utility curves and the budget line (e.g., Watson and Holman
1977, p. 75), others offer different explanations. For
example, Goering (1985) incorporates consumer learning
through trial into this process, and contends that
individuals’ expectations about product quality and
post-trial revisions of these expectations enable the
formation of reservation prices for a brand. There have
also been differences in terms of the unit of analysis to
which reservation price has been attached. For example,
while Watson and Holman (1977, p. 75) focus on the product
category and Goering (1985) focuses on the brand, Gould and
Sen (1984) refer to reservation prices for attributes.
Despite such differences, the implications of the
reservation price concept are identical. Basically, it is

posited that an individual who forms a reservation price is
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not willing to pay more than this price for the product in
question.

Similar concepts such as evoked price, fair price, and
price willing to pay have been introduced as alternatives to
reservation price (Rao 1984). Likewise, Monroe (1973)
reviews findings which indicate that consumers use target
prices while shopping and refers to such constructs as
standard prices. The underlying premise of all of these
constructs is that they view price as a constraining

variable in the decision process.

Price as an Attribute

This view assumes that consumers simultaneously consider
all relevant factors (attributes) in making choices and that
price is one of these factors. Except for a few studies
(e.g., Monroe 1977, Rao 1984), marketing literature does not
explicitly mention the attribute role of price. Rather,
such a role is implicit in the way price has been treated in
marketing research. For example, it is claimed that in the
more recent applications of conjoint analysis in marketing,
price is almost always included as an additional attribute
(Mahajan, Green, and Goldberg 1982). Similarly, Monroe
(1977) suggests that price has been treated as an attribute,
and the "...role of economic constraint has not been
directly tested" in price perception research (p. 295). The
claim that consumers would, under certain conditions,
trade-off between price and utility (or quality) also has
common-sense appeal. For many products which are perceived

to be differentiated across brands, individuals are faced
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with the problem of having to pay more for a brand which
they "know" is better.

Given the strength of the arguments on both of the roles
of price, this paper proposes that price may play either or
both of these roles depending on certain factors. 1In fact,
one of the more significant contributions of this disserta-

tion is its attempt to identify some of these factors.

Dual Role of Price

As Wright (1975) and Bettman (1979, p. 184) point out,
some of the noncompensatory models (particularly conjunctive
and disjunctive) will often fail to identify one ultimate
choice. Consequently, the decision maker has to go through
a second stage (or more) to eventually reach a final choice.
This second stage may consist of a rule as simple as "pick
the first satisfactory alternative" (Wright 1975) or as
extensive as going through an optimization process to
identify the best alternative from the final set. This
process by which first an evoked set is formed and second,
comparisons across the remaining alternatives are made is
called a "phased strategy" (Bettman 1979, p. 184).
Similarly, Malhotra (1982) claims that such multi-stage
decision processes characterize consumer decision making in
many situations.

It is possible that price will be used as a constraint
at the first stage of a phased strategy. If, at the next
stage, a "linear compensatory" model is used to evaluate the
remaining alternétives, as suggested by Bettman (1979), it
is possible that price is again included among the relevant
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attributes. In this dissertation, it is proposed that price
can be used at both of these stages playing a dual role;
first, as a constraint and second, as one of the relevant
attributes. There is also empirical evidence supporting
this possibility. Recently, Ericson and Johansson (1985)
demonstrated that individuals used price in the dual role as
they were purchasing cars. Park et al. (1981) provide
similar evidence in a study which examines actual house
purchases. Their findings indicate that buyers initially
set target prices (constraint role) and, as they made their
final choices, many paid prices different from their target
prices because they traded off a higher price for other
desirable attributes such as a bigger yard (attribute role).

Having identified the possible roles price can play in
consumer choice, the next challenge becomes one of
identifying the factors which have an effect on the
probability of observing any one of these roles in a given
situation. The next chapter attempts to develop the
theoretical basis which will enable these factors to be
identified and certain propositions to be derived.
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CHAPTER TWO

LITERATURE REVIEW

The first axiom of the proposed model claims that
decision making in a purchasing context is a goal-oriented
behavior. Accordingly, action theory, which posits that
human behavior is directed toward the accomplishment of
goals (Frese and Sabini 1985) is adopted as the appropriate
theoretical framework to guide the present study.

First, a brief review of action theory and its
propositions will be presented. This review will followed
by introducing the literature on the different roles of
price in choice and on consumer decision making processes
which are central to the research problem. The major
objective of the study, role of price in choice across
alternatives, is then to be examined within the framework

facilitated by this review.
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Action Theory and Goal-Directed Behavior

Cranach et al. (1982) identify the domain of action
theory as the types of behavior which are "conscious,
directed toward a goal, planned and intentional (or willed)"
(p. 16). This definition clearly identifies different types
of behavior which can be studied by an action-theoretic
framework. For example, building a cabinet is one behavior
which falls in the domain of action theory whereas sneezing
does not (Frese and Sabini 1985). The present study
interprets consumer decision making as goal oriented. The
basic assumption leading to this axiom is that decision
making involves some level of conscious cognitive activity
and consumers would not engage in this activity unless there
is a desired end-state.

The marketing discipline has both implicitly and
explicitly suggested that consumer behavior is goal
oriented. For example, the marketing concept, as it refers
to "the needs of consumers," acknowledges the motivational
aspect of consumers in trying to satisfy their needs. Cox
(1967) and Peter and Olson (1987, p. 237), among others,
have explicitly contended that consumer behavior is goal
oriented. One assumption which is made in this study is
that decision making is an integral part of consumer
behavior and, as such, is in itself a type of behavior.

The basic model of action theory has been most
frequently used for normative purposes in marketing and
management (e.g., Granger 1964). However, action theory has
also been utilized in theoretical rese#rch in marketing.

Fine’s (1980) work, where this basic framework is used for
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segmentation in a social marketing context and Olshavsky’s
(1985) conceptual work regarding a theory of choice are some
examples.

According to Miller et al. (1960), behavior is organized
in a hierarchical fashion (p. 15). In its simplest form,
there is a goal which leads to a plan designed to achieve
that goal, followed by the execution of the plan (see Figure
2.1). The plan consists of molar and molecular units of
analysis, strategy and tactics, respectively. Conceptually,
this small system can be viewed as a component of an endless
chain of supersystems and subsystems. In other words, it is
possible to represent a tactical subgoal of the system in

exactly the same manner the system itself is represented.

GOAL =-=======-— > PLAN > BEHAVIOR
Figure 2.1
A MODEL OF GOAL DIRECTED BEHAVIOR

The key concept, goal, is defined as "the condition at
the end of an action, imagined before or during an action"
(Cranach et al. 1982, p. 17). The emphasis on "imagined"
has philosophical significance in that action theory has
been criticized by some to imply that the future acts back
on the past (Silver 1985). In other words, the possibility
that the output shapes the process which determines this
same output is not accepted. Although action theory is
teleological in the sense that it sees behavior as
influenced by purpose, it is not the final state that causes
the behavior but the foresight or anticipation of it.
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It should be noted that the end-condition mentioned
above could as well be termed objectivg or purpose. This
study treats such terms--as well as plan, strategy, and
tactics--as synonymous and uses them only to portray a sense

of the hierarchy.

Consumer Decision Making

At this stage it is necessary to translate the general
theoretical framework into the consumer decision making
context and to review the literature that provides support
for the proposed relationships. Therefore, Figure 2.2 is
presented as a modified model which posits that individuals
purchase a product for a specific purpose. This purpose
determines the kind of general strategy they will follow in
making their choice. Finally, the chosen strategy will lead
them through a set of decision making steps (i.e.,
behavior) .

OVERALL
PURCHASE --—=——=-—= > DECISION ======- > DECISION
GOAL STRATEGY BEHAVIOR
Figure 2.2

GOAL DIRECTED BEHAVIOR IN A PURCHASE CONTEXT

The fact that consumers have purchase goals (e.gqg.,
Wilkie 1986, p. 11) and that they engage in behaviors such
as information acquisition and information processing is
widely accepted. The significance of the purchase goal in
the decision process comes from its impact on defining the
decision problem. More specifically, framing of decisions,

as it is called, is an initial step in decision making which
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affects the outcome of the decision process (Kahneman and
Tversky 1979, Tversky and Kahneman 1981, Puto 1987, Bettman
and Sujan 1987). For example experiments by Schoemaker and
Kunreuther (1979), and Hershey and Schoemaker (1980)
demonstrated that individuals indicated different
preferences for different alternatives in two situations
where the problems were identical in outcomes and
probabilities but were worded, that is, framed differently
(e.g., 1/3 probability that 600 people will be saved and 2/3
probability that nobody will be saved, versus 1/3
probability that nobody will die and 2/3 probability that
600 people will die; both in a situation where there are 600
i1l people). Tversky and Kahneman (1981) replicated the
same experiments with different choice problems. They
contend that individuals’ preferences are shaped by the way
the decision problem is framed. The present study posits
that purchase goal is the major determinant of how the
decision problem is framed and that the framing affects the
outcome via the choice of a decision strategy. Monroe
(1977) cites evidence which shows that purchase purpose even
affects perceptions of price. Specifically, in an
experiment where all subjects were given the same price for
the same pair of pants, those who were told that the
purchase was for informal wear rated price higher than those
who were told that the pants were for semi-formal wear.

Next, the proposition that consumers have what can be
called overall decision strategies will be justified along
with the identification of the alternative strategies. The
interpretation of the existing literature leads one to
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believe that at least two such general strategies exist.
Peter and Tarpey (1975) term these strategies as "selecting
the brand that minimizes expected loss--perceived risk," and
"selecting the brand that maximizes expected gain--perceived
gain" (p. 29). Since both of these strategies can be
appropriately classified as different forms of the classical
utility maximization model, a discussion of the utility

maximization model becomes necessary.

Maximizing Utility

Historically, the popular decision models used in
economics find their roots in the Theory of Risklegs Choice.
This theory is based on the assumption of the economic man
who has two properties. As Edwards’ (1954) review points
out, the economic man is assumed to be completely informed
and rational. The first assumption implies that the
individual knows alternative actions and their respective
outcomes. The second assumption asserts that the individual
uses this information to maximize utility. This basic model
has been revised first by incorporating probabilities of the
occurrences of outcomes (e.g., von Neuman and Morgenstern
1944); then by substituting probabilities with‘subjective
probabilities which are actually beliefs about the objective
probabilities (Savage 1954).

Although there are many variants of the expected utility
model, they all share similar characteristics in terms of
the individual’s decision processes. Namely, they suggest
that there is an operation that combines probabilities and

outcomes multiplicatively to form "expected outcomes" and
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additively integrates them. They are also holistic models
in that they evaluate each alternative independent of the
others. After expected utility is assigned to each, the one
with the highest expected utility is chosen.

Despite their popularity, expected utility (EU) based
models have been criticized both as descriptive and
predictive models and there is empirical evidence to
challenge all axioms of the EU model (Shoemaker 1982).
Consequently, several alternative decision models have been
built around Simon’s (1955) bounded rationality view.
Basically the individual is seen as an imperfect information
processor due to narrow perception, sequential central
processing, and limitations in short-term memory capacity
(Simon and Newell 1971). Therefore, the individual is
compelled to simplify the decision task.

Although these alternative decision models are different
in form, the assumed decision objective is identical. What
changes is that "maximum" utility is seen as unrealistic and
is replaced with a "satisficing"” level of utility.

One common way to find satisficing solutions to decision
problems is to evaluate and compare the positive outcomes of
different alternatives to maximize the expected gain. There
are many examples in the marketing literature of the
", ..s0-called attitude models which focus on the benefits of
products which are positively evaluated and (have) little
consideration of expected negative utility" (Peter and
Tarpey 1975, p. 29). Disjunctive decision models also
stress the positive end of attributes: Brands are rated

high only when considered superior on the relevant
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attributes (Wilkie and Pessemier 1973). The importance of
the positive outcomes for the consumers has also been
popular with normative models. For example, Haley’s
emphasis on the "...benefits which people are seeking in
consuming a product" (1968, p. 30) has been very influential
in segmentation studies.

Focusing on the negative aspects of a decision to avoid
expected loss is another possible way to reach satisficing
utility (from here on, perceived risk and expected loss will
be used synonymously). In this vein, the marketing
literature has developed a rather rich stream of research
mainly based on Bauer’s (1960) claim that:

"Consumers characteristically develop decision

Them to act with relstive confldence and ease in

situations where their information is inadequate

and the consequences of their actions are in some
meaningful sense incalculable" (p. 25).

Reduction of Perceived Risk

Perceived risk, rather than actual risk, has been the
focus of interest in marketing and will be used in this
study. Perceived risk will be treated as a two-component
construct defined by the importance of loss and the
probability of loss. This definition has its advocates in
marketing (e.g., Vincent and Zikmund 1976, Dowling 1985) and
is only slightly different from others as outlined below.

The concept of perceived risk in marketing differs from
the traditional definition of risk in economics, which makes
no distinction between negative outcomes (losses) and

positive outcomes (gains). However, more recent economics
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literature based on Prospect Theory (Kahneman and Tversky
1979) strongly claims that individuals handle "risk"
differently depending on whether they frame the outcome as a
"gain" or a "loss." More specifically, they assert that
more "risk" taking occurs when individuals frame the outcome
as a loss and more "risk" avoidance takes place when the
outcome is framed as a gain.

A consensus on the definition of perceived risk has yet
to emerge in the marketing literature. However, the
definitions mostly support the view thét perceived risk has
two determinants, and that one of the determinants has to do
with the lack of certainty about the outcome. "Probabil-
ity," "uncertainty," and "ambiguity" are concepts used to
capture this lack of certainty dimension, sometimes without
clear definitions. The second determinant relates to the
magnitude or the importance of the magnitude of the loss.
Originally, Bauer’s (1960) formal definition introduced the
two dimensions; uncertainty and adverse consequences.
Dowling (1986) reports that the uncertainty dimension has
been used in much of the subsequent research. Adverse
consequences have been defined in similar but somewhat
different ways. Cox and Rich (1964) interpret adverse
consequences as the "amount at stake" determined by the
costs and the buying goals. Taylor (1974) interprets
adverse consequences as being related to the importance of
loss.

This study proposes that perceived risk reduction is an
alternative decision strategy for consumers, concurrent with

Bauer’s (1960) assertions. The second proposition
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concerning perceived risk is that it plays a mediating role
in choice via the selection of the decision strategy used.
More specifically, it is suggested that when individuals
perceive risk above a certain threshold, they choose to
minimize perceived risk. Expected gain maximization is the
preferred decision strategy when perceived risk is below
this threshold. A similar proposition presented by Dowling
(1986) is that to reduce perceived risk, consumers evoke
¥...a variety of risk-handling strategies" (p. 204) when
perceived risk exceeds a tolerable.level. Cox (1967) also
makes reference to such a risk threshold, suggesting that
"...when the level of perceived risk is more than
tolerable, consumers will take steps to reduce risk" (p.
80). These studies do not specifically mention expected
gain maximization as the decision strategy when perceived
risk is within tolerable limits. However, expected gain
maximization may be what Dowling (1986) elusively refers to
as "normal shopping behavior" (p. 204). Similar to this
idea of a risk threshold, Prospect Theory employs a concept
of reflection point below which individuals see the outcome
as a loss and above which they see the outcome as a gain
(Kahneman and Tversky 1979).

The contention that risk reduction is the preferred
strategy when risk perception is above a threshold is also
supported by a long history of what is called the preference
reversals phenomenon which provides exémples of actual
choices where low risk alternatives are preferred over high
expected value options. Slovic and Lichtenstein (1983)

review this literature and conclude that preference
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reversals are a reality and existing modifications to the
utility theory fall short of explaining them. This
phenomenon occurs when people are given a bet (A) with a
high probability of winning a modest sum of money, and
another bet (B) with a low probability of winning a large
amount of money. The interesting outcome is that most often
people chose bet A, but when they are asked to assign values
to these same bets they assign larger values to B (the
studies are actually designed in a way that the expected
value of B is higher than the expected value of A). The
implication of the preference reversals phenomenon is that
individuals choose to reduce perceived risk at the expense
of higher expected gain, when perceived risk is above a
certain threshold (e.g., reflection point). Prospect theory
calls this the certainty effect (Kahneman and Tversky 1979).

The above discussion leads to two important deductions:
(1) in addition to the maximum expected gain strategy
identified earlier, one major decision strategy is to reduce
perceived risk; (2) perceived risk is the construct which
determines the choice of the overall decision strategy. 1In
other words, if perceived risk is above the tolerable level,
perceived risk reduction will be the decision strategy; if
not, expected gain maximization will be the decision
strategy.

Studies have also shown that decision tasks given to
individuals have been effective in manipulating their risk
perceptions (Slovic and Lichtenstein 1981, Puto 1987), which
supports the view held in this study that purchase goal
affects the perception of risk. Cox (1967) also proposes a
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affects the perception of risk. Cox (1967) also proposes a
relationship between buying goals and risk perception in a
manner that is suggested in this study. He suggests that
consumers identify buying goals and try to match these goals
with offerings. The nature of the goal, levels of
aspiration, relative importance of achieving the goal, and
the gap between the current situation and the goal all
determine the amount of risk that is perceived, according to
Cox. This mediating role of perceived risk between purchase
goal and overall choice strategies leads to a modification

in the model as shown in Figure 2.3.

Purchase Perceived gggg?gn | Decision
Goal > Risk — > Strategy Behavior
Figure 2.3

GOAL DIRECTED BEHAVIOR - MODIFICATION I

It should be noted that expected gain and perceived risk
are not considered to be mutually exclusive outcomes of a
decision. In other words, the consumer is not likely to
totally ignore positive outcomes when utilizing the risk
reduction strategy, or vice versa. This dissertation
suggests that in most decision problems where both negative
outcomes (perceived risk) and positive outcomes (expected

gain) co-exist, minimization of one or maximization of the
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decision maker subject to an "acceptable" level of the

other.

Facets of Perceived Risk

The above discussion focused on the meaning of perceived
risk and its relationship to the proposed general decision
framework. A closer analysis, however, is necessary in
order to relate perceived risk to the specific research
question: The role of price in choice.

Jacoby and Kaplan (1972) identify five types of risk in
the literature: financial, performance, physical, psycho-
logical and social risk. A sixth type, time risk, was
suggested by Roselius (1971). Dowling (1986), however,
notes that there is "no consensus regarding a common set of
risk facets (types) applicable across purchase situations"
(p. 195). He later speculates that different combinations
of risk facets may arise across different product catego-
ries, individuals, and purchase situations. It is therefore
reasonable to suggest that such differences occur due to
different types of losses being evoked as likely and
important across situations, individuals, and products.

As such, it can be asserted that perceived financial
risk (defined as the importance of the loss of the invested
amount and the probability that the invested amount is lost)
is directly related to price. 1In other words, one can
expect to see high perceived financial risk for products or
services with high prices (Bauer 1960, Cox 1967, Bettman
1973, Bearden and Shimp 1982)--depending on the probability

of loss. From a traditional economics perspective, it is
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- also possible to view price as an opportunity cost where the
individual gives up the opportunity to buy other utility
providing goods. The possible loss of ability to buy other
utility providing goods is at the basis of financial risk.
In fact, Perry and Hamm (1969) define "economic" risk as
"how the purchases will affect the individual’s ability to
make other purchases" (p. 351). Similarly, Arndt (1967)
reports that high risk perceivers for coffee saw "waste of
money" as one of the risk factors. This reasoning implies
that income (the total resources from which a portion will
be allocated to the purchase of the product) and the price
(amount to be allocated) would collectively have an impact
on perceived financial risk. In other words, in a limitless
income situation there would be no opportunity cost: A
purchase would have no effect on the ability to buy other
goods.

The above discussion, which delineates a relationship
between perceived risk and price, leads to an additional
modification in the original model, as depicted in Figure
2.4. What has been termed as "price" so far will from here
on be referred to as the reference price, to be more
precise. With the purchase goal, whether it defines the
product and the type (e.g. used car versus new car, or black
and white TV versus color TV) or an evoked set (brands A, B,
and C), it is highly likely that consumers will form an
anticipated price range, unless the product is totally
unknown to them. Similarly, Winer (1986) suggests that a
»...set of reference prices are formed for the brands in

the consumer’s evoked set. A reference price is defined as
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the consumer’s perceived current price of a brand..." (p.
251). Consistent with the above views, reference price is
defined as the set of prices that the consumer expects to
encounter in the market place.

Most of the perceived risk literature indicates that
buyers use different risk reduction strategies depending on
the type of risk to be reduced. In fact, Roselius’s (1971)
study identified these strategies and had them ranked by
consumers. His conclusion was that "...buyers prefer some
relievers to others depending on the kind of loss involved"
(p. 61). Similarly, Zikmund and Scott (1973) posit that
"consumers evaluate products on the basis of a few principal
attributes and each represents a potential source of risk"
(p. 411). One method of financial risk reduction strategy
demonstrated by house buyers in the Park et al. (1981) study
was to engage in trade-offs, that is, paying a little higher
price for a house when satisfaction is more likely. Here
the implication is that financial risk perception is
contingent on perceiving any of the other types of risk. 1In
other words, if the product is expected to perform
"perfectly," the "probability of finanéial loss" is zero,
and there is no perceived financial risk. However, although
perception of another type of risk is necessary, it is not a
sufficient condition for the perception of financial risk.

A very low "importance of financial loss" coupled with a
high "probability of financial loss" (e.g., a $0.69 facial
tissue) may not induce any perceived financial risk.

Therefore, as implied in the Park et al. example, one

way to reduce financial risk is to reduce the probability of
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any other salient type of risk, thereby reducing the
probability component of the financial risk. This argument
leads to the first proposition:

Pl: If the reference price for the product identified
in the purchase goal is high, the individual is more likely
to use price as an attribute (i.e., engage in price-

attribute trade-offs).

This proposition would hold true if a significant level
of another type of risk--such as performance risk--is
perceived, and if it is possible to reduce this risk by
switching brands. The latter condition stipulates that
there is significant perceived quality differences between

brands.

Although one might also expect the reference price to
play a constraint role, the conditions introduced by this
study eliminate this possibility. That is, since the "buy"
decision has been made and the problem is choice across
alternative brands, reference price is a sunk cost and is
inconsequential: The budget allocation decision is settled
and, in case of equal prices, choice of a brand does not
have any impact on the budget. Once the assumption of equal
prices is relaxed, a new price-related variable is revealed:
Price difference across alternatives. If price differences
are low, buying one brand as opposed to another is not
likely to be perceived as having a serious impact on the
budget. If price differences are high, there will probably
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be a strong budget impact in the sense that choosing an
expensive brand may result in an inability to make some of
the other planned purchases. The above argument leads to
the following proposition and the corresponding modification

in Figure 2.4.

P2: As perceived price differences increase, the
perceived impact of buying a more expensive brand will
increase, thereby increasing the probability that price will

be used in its constraint role.

Consistent with the price perception literature,
perceived price differences, rather than absolute
differences, are more relevant for studying price difference
effects on consumer choice (Monroe 1973). The significant
implication is that to gauge price perceptions, some kind of
a base price (e.g., reference price, standard price, price
range) has to be taken into account. Consequently, price
differences will be indexed by the reference price in this
study.

Finally, since the role of price is to be observed
within decision behavior, the last component of the model
needs modification, along with the reference price (P) and
price difference (Pd) variables (see Figure 2.5).
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Summary of Major Arquments and Substantive Hypotheses

As stated at the outset, there are two specific
objectives of the study. The first is to develop a model
suitable for examining the role that price plays in purchase
decisions. The second objective is to extract specific
hypotheses from the model regarding the role of price in
purchase decisions. The model, by necessity, focuses on
many relationships and implies many propositions only some
of which will be tested. Therefore, first a brief summary
of the model will be given. Then, only those parts which
are pertinent to the hypotheses will be repeated in more
detail.

The model proposes that the purchase goal and the way it
is framed in the mind of the decision maker will determine
the amount of purchase risk perceived which, in turn, will
determine the overall decision strategy. There are two
overall decision strategies--expected gain maximization and
perceived risk reduction--and when perceived risk is above a
threshold, perceived risk reduction strategy will be
adopted. Otherwise, expected gain maximization will be
favored. Reference price indexed by income is hypothesized
to have an impact on perceived risk depending on the
magnitude of the reference price. Price differences across
brands are expected to have a direct effect on the role of
price.

The overall decision strategy will determine what the
role of the price will be in the decision. This role is to
be observed within the decision behavior stage of the model.

Although the research conducted in the information
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acquisition and information processing domains all fit
within the decision behavior stage of the model, it is
excluded from the domain of the study. It should be noted
that the intent here is not to undermine the importance of
these areas. Their exclusion from the model is solely due
to concerns of parsimony and unmanageable methodological
demands. However, those variables will be considered in the
methodology section for purposes of experimental control.

The parts of the model more relevant to the hypotheses
relate to the discussions on perceived risk, budget impacts,
reference price and price differences. It is argued that
any financial commitment has two kinds of impacts. One
concerns the impact on the budget in the sense that other
wanted items are foregone due to the limits of income.
Increasing the magnitude of such a budget impact would
increase the probability of price playing a constraining
role. In the context of the present study this effect can
only be generated by high price differences because the
"buy" decision has been previously made and the reference
price is considered as sunk. The other effect of the
financial commitment is on the amount of financial risk
perceived. A high reference price means probability of high
financial loss, and since loss is a determinant of perceived
risk, high perceived risk can be hypothesized. High
reference prices can have the effect of increasing perceived
financial risk, thereby increasing perceived risk. It
should be noted that reference prices are instrumental in
this case not because they enter into the decision, but

because they have an impact on the overall decision
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strategy.

The propositions presented in the previous section and
summarized above are used to deduce the following
hypotheses. This study offers theoretical explanations of
when and why consumers would want to reduce perceived risk
or maximize expected gain. The question of how they reduce
perceived risk or maximize expected gain is purely an
empirical matter. For example, perceived risk can be
reduced by other means along with buying the more expensive
brand. There is little guidance from theory to help predict
which one of the perceived risk reducing means will be used.
Therefore, the hypotheses concerning how individuals use
price to serve their overall strategies are empirical in
nature, and are based on limited empirical evidence.
Furthermore, the two propositions which outline the effects
of price and price differences are combined additively to
arrive at the hypotheses assuming there is no interaction
effect.

For purposes of simplification, reference price indexed
by income will be denoted as P/I, and price difference
across alternatives indexed by reference price will be

denoted by Pd/P, in the following hypotheses.

Hl: If P/I and Pd/P are both high, then price is more
likely to be used in its dual role.

It is argued that budget considerations put a maximum
limit on the "price willing to pay." On the other hand,
because financial risk will be high, buyers will want to
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trade-off higher utility for higher price to reduce this
risk. In other words, if the buyer decided to buy a $10,000
car, he will reduce the alternatives td a few based on price
(and maybe other factors). However, he will be inclined to
pay, for example, $10,500 for a car which may have something
that decreases the possibility of future frustration which
would render the total money paid as a loss.

H2: If P/I is high and Pd/P is low, then price is more
likely to play an attribute role.

The argument is that there is no significant impact on
the budget and, therefore, no need to use price as a
constraint. There is, however, high perceived financial
risk caused by the high price which the buyer will try to
reduce by trade-offs. It should be noted that there is no
significant impact on the budget because the "buy" decision
has already been made and P is a sunk cost that is

irrelevant for choice across alternatives.

H3: If P/I is low and Pd/P is high, then price is more
likely to be used as a constraint.

The argument is that a trade-off between price and other
attributes is not necessary since there is low perceived
financial risk. However, a strong impact on the budget is
perceived, which puts a maximum limit on price.

One caveat with the above hypotheses concerns the
previous discussion on ways of reducing perceived financial

risk. It was suggested that "better" brands would lower
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financial risk by lowering the probability of failure
(i.e., lowering another type of perceived risk). This
relationship suggests that individuals may be likely to use
price in the attribute role in low price but high perceived
risk situations. Therefore, hypotheses 3 and 4 should be

considered under conditions of low perceived risk.

H4: If P/I and Pd/P are both low, then price is likely

to play a minimal role in the decision.

The argument is that there is neither high perceived
financial risk to be reduced, nor a budget impact to impose

a constraining role on price.
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CHAPTER THREE

METHODOLOGY

Introduction

The hypotheses of the study were presented in the
previous section. These hypotheses were tested in a
laboratory experiment given the necessity to manipulate the
independent variables. Furthermore, the number and
significance of the extraneous variables made experimental
control crucial. The study is comprised of three phases:
(1) the choice of the product categories and development of
the scales, (2) an exploratory run with a verbal protocol
and pretests, (3) and the experiment. In the following
section, an overview of the method will be presented. Next,
the design will be explained followed by the three phases of
the study.

Ooverview
In this study a "real" world (non-student) sample of
three hundred and fourteen subjects were employed to measure

their responses to different levels of price and price
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difference. This basic design was used for two different
product categories: video cassette recorders and clothes
dryers. The study employed scenarios to manipulate the
three independent variables and to impose the necessary
controls on the experimental conditions. Such role playing
is advocated for situations which can not be replicated in
an experiment (Hansen 1972).

The survey instrument was developed through a series of
pretests, pilot studies and a verbal protocol. The
experiment was administered at three different locations at
seven different occasions in Michigan. Each subject was
exposed to only one of the twelve experimental conditions in
the study. The subjects were asked to make a choice among
four alternative brands--identified by capital letters
only--on which price and other attribute information was
provided. Along with their choice, measures of the role of
price, perceived risk, involvement, product knowledge,
manipulation checks, and some demographic variables were

also recorded.

Design
The two independent variables, price difference and

price, were manipulated at two and three levels,
respectively. For exploratory reasons and to increase the
generalizability of the findings, product category was also
included as an independent variable varied at two levels.
The resulting design is a between subjects 2 X 3 X 2
factorial as depicted in Figure 3.1, where PC is product

category, P is reference price, Pd is price difference, and
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PC,

Pd, | Pd,
P,| Gl | G2
P, | G3 | G4
P, | G5 | Gb6

\\Pd1 Pd ,
P,| G7 | G8
P,| G9 G10
P,| G11| G12

Figure 3.1

EXPERIMENTAL DESIGN
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G is treatment cells. These experimental variables were
manipulated by using scenarios which define the different
choice situations and ask the subjects to role-play
accordingly.

While increasingly used to simulate marketing situations
that can not be replicated in experiments, the scenario
technique has received some criticism. The general term
scenario encompasses concepts such as vignettes, role
playing, situations and scripts which are descriptions of a
hypothetical situation used to induce descriptive and/or
event centered context effects (Eroglu 1987). However, some
researchers have questioned the ability of scenarios to
manipulate an independent variable. Aronson and Carlsmith
(1968) have questioned the "experimental” and "mundane"
realism of certain types of role playing. Similarly, doubts
about accurate variable manipulations, and external validity
have been raised about advertising and marketing experiments
utilizing scenarios (Berkowitz and Donnerstein 1982, Allen
and Madden 1986, Perdue and Summers 1986).

Despite these reasonable concerns about scenario use,
there are both practical and theoretical arguments in favor
of using scenarios. First, similar results and validity
between laboratory experiments and role playing studies have
been demonstrated (Brown 1962, Bem 1967, 1968). Second,
effects of role playing on attitude change (King and Janis
1956), and its success as a training tool (Solem 1960) are
indications that individuals are able to put themselves into
the situations demanded by the scenarios. Finally,

scenarios offer an acceptable and economical alternative for
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situations which cannot be replicated easily in the
laboratory (Mixon 1971, Hansen 1972, Geller 1974, Jackson,
Keith and Burdick 1984). An assessment of the pro and con
arguments leads one to the conclusion that scenarios should
not be discarded as a viable research tool, but that great
care is necessary in employing them.

Although research focusing on the factors contributing
to the success of scenarios is scarce (Eroglu 1987),
literature provides certain propositions which can be used
as guidelines in using scenarios. First, it is possible to
derive a set of guidelines from studies which attempt to
classify scenarios. For example, Spencer (1978) claims that
"empirical" role playing (as opposed to "hypothetical") is
the only acceptable substitute for live research because it
does not threaten internal validity. Spencer’s classifi-
cation is based on the ability to monitor role enactment:
The situations where the experimenter can ensure that the
role is being played would be categorized as empirical role
playing. An example of a role where role enactment is
difficult to monitor would be to ask the subjects to put
themselves in a "bad mood." 1In this study, since the
subjects were asked to report the outcome of their decision,
role enactment (thus, empirical role playing) was auto-
matically verified. 1In other words, there is no reason to
wonder if the subjects actually made a choice.

Another classification is proposed'by Mixon (1971)
between roles where the subject projects himself into a
"character" versus one where he "plays himself."™ One would

expect higher success when, for example, a student is asked
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to "imagine yourself in a library writing a term paper,"
compared to a situation where the role demands the student

to "imagine being a buyer for a major retail company."

Consequently, the ability of the scenarios used in this
study to manipulate the desired situation is likely to be
high since the subjects were asked to project themselves
into the situations.

An example from the marketing literature where the

subjects are asked to project themselves into the described

situations is the Suprenant and Solomon (1987) study. They
use scenarios to study the effects of personalization on
satisfaction in a service encounter context. Suprenant and
Solomon (1987) asked undergraduate students to imagine
themselves talking to a (taped) bank officer. The
experiment which took place in a simulated bank setting
manipulated different kinds and levels of personalization.
An example where the subjects are asked to imagine being a

different character is provided by the Eliashberg et al.

(1986) study. There, MBA students were asked to play roles
of a buyer for a retailer and a seller for a manufacturer
where price-quantity negotiations between the two were
examined. Eliashberg et al. also paired executives in these
roles. Both of these are studies where at least some
attention is paid to understanding the ability of the
scenarios to generate the desired effects.

A second set of guidelines for proper use of scenarios
is introduced by examining key variables in role theory.
Involvement (Greenberg 1967), role demands, self-role

congruence, role skills and audience effects (Sarbin and
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Allen 1968) have been suggested as factors determining the
success of scenarios. The scenarios in the present study
make very few role demands (manipulating only product
category, price and price difference--situations most people
are accustomed to), and have high self-role congruence
(i.e., making purchase decisions about products subjects are
aware of or may have purchased). These are factors which
would contribute positively to the success of the
manipulations in this study.

Audience effects, on the other hand, are not relevant
for this experiment, and thus, are not likely to be
influential. Although role skills is an individual variable
which is difficult to control, an attempt was made to
improve role playing by providing a warm-up task before the
scenarios were introduced. Such practices are suggested to
increase the success of role playing in experiments (Eroglu
1987), and were used by Urbany (1985) in the marketing
literature. 1In his study, Urbany (1985) employed under-
graduate students to investigate consumer price search
behavior where a cost-benefit framework was provided.

Eroglu (1987) has also suggested the possible impact of
structural variables such as script length, narrative style,
use of context dependent jargon and efficacy of
instructions. These variables could possibly effect the
comprehension of the role and the ability to get the
subjects involved in the task. The brevity and clarity of
the scenarios achieved after pretesting the instrument was a
likely contributor to their comprehensibility. Involvement
with role playing was possibly induced by the existence of a
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financial payoff for participation.

Scenarios have been widely used in marketing, although
with little concern with assessing their success. Lately,
however, more attention has been paid to evaluating the
success of role enactment in marketing research. The
marketing examples which were cited earlier (Urbany 1985,
Suprenant and Solomon 1987) have both utilized self-report
manipulation checks to assess the comprehensibility and
believability of the scenarios along with the seriousness of
the subjects in carrying out the given tasks.

Along with assessing the scenario success, the present
design also attempts to account for the potential effects of
other variables which were not included in the model. The
list of these variables and a description of how they were
accounted for is presented in Figure 3.2.

Two such variables, involvement which is proposed to

influence the choice of the decision model (Gensch and

Savalgi 1987), and product knowledge which is proposed to

influence both the choice of the decision model (Gensch and
Savalgi 1987) and the use of available information (Rao and
Monroe 1988) were measured. Task complexity was held
constant across treatments by keeping the number of
attributes and alternatives equal at eight and four,
respectively (Sternthal and Craig 1982). Consequently,
information availability and information search costs were
also held constant across treatments. Possible effects of
time pressure (Wright 1974) were eliminated to a great
extent by telling the subjects to work at their desired

paces. Obviously, any external time pressure, (such as,
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perceived brand differences constant across groups
product durability by choice of product
category

information availability

information search costs constant across groups
task complexity by use of information
sheets

number of alternatives
number of attributes

time pressure eliminated by
self-pacing

individual variables

income controlled by random
household size assignment and
education measurement
other demographic

variables

product involvement
product knowledge
perceived risk

Figure 3.2

CONTROL OF IMPORTANT VARIABLES
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after-experiment commitments) might still have existed.

To summarize, the three independent variables were
manipulated across the treatment cells. The content,
amount, and presentation of all information was identical
except price and repair rate information. The reported
repair rates varied in equal increments between the brands
in each cell. These increments were equal in the same price
difference treatments (for example, all low price difference
cells) but different between different price difference
treatments (i.e., low versus high price difference cells).
Across all cells, unit of repair index differences per unit
of (relative) price differences were equal (within
rounding-off error), providing for identical trade-off

conditions between all treatments.

The Study
Phase 1

Choice of Product Categories: The first decision was

the choice of the two product categories. The criteria for
this selection were as follows. Certain variables which
might have an effect on the decision pfocesses of the
subjects might unintentionally be varied as product category
is manipulated. Therefore, perceived product
differentiation, familiarity with the purchase task, and
durability had to be kept constant between product
categories.

The level of product differentiation was deemed
important for two reasons. First, since the subjects were

asked to make trade-offs between price and quality
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differences, the product categories had to be perceived to
have quality differences across brands. Therefore,
perceived product differentiation in each category had to
be above a minimum level. Second, due to the necessity to
maintain equal price differences across all cells, equal
perceived differentiation for the two product categories
would make the different levels of quality differences
equally believable.

| Familiarity with the purchase task was an important
concern to ensure proper enactment of the roles specified in
the scenarios. It was mentioned earlier that role/self
congruence was an important factor affecting the role
playing ability of the subjects, and that this would be
controlled by giving the subjects tasks they are familiar
with.

Familiarity with the purchase task, durability, and
frequency of purchase were also important in that they might
have been the determinants of the decision making strategy.
In other words, the purchase of a nondurable, or
infrequently purchased product, or high familiarity with the
purchase task might have induced the use of heuristics or
stored rules as opposed to the level of problem solving
which was required in this study.

Another significant criterion for the product categories
was their ability to elicit perceived risk above a certain
minimum level. This criterion was necessary because one can
not expect to observe perceived financial risk in situations
where the product is expected to perform "perfectly"-- for

example, a top-of-the-line matress or a painting bought for
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aesthetic reasons.

As a consequence of the above reasoning, the following
guidelines were formed for the selection of the product
categories. First, the products had to be durable and be
able to elicit above minimum levels of familiarity,
perceived risk, and perceived product differences. Second,
familiarity, perceived risk, and frequency of purchase
associated with the two product categories had to be below
"very high" levels. The selection was completed through a
two-stage process. In the first stage, a list of thirty-
three product categories was developed. Some of the product
categories in this list were taken from similar price
studies reported in the marketing literature. Others were
selected from an annual Consumer Reports index. Most
products were at least somewhat durable with a few
categories like colas and bread scattered in between to
prevent monotony. The resulting list is presented in
Appendix 3.1.

The evaluation of the product category list with respect
to the previously mentioned criteria was accomplished by
using two sets of individuals. The first set was comprised
of ten doctoral students in the marketing department at
Michigan State University. These individuals were selected
as judges and were asked to "...tell us how (they) think
most people would feel about the given product categories"
on the particular criteria. They indicated their
"estimates" about how most individuals would perceive these
products in terms of risk and difference across brands; how

frequently they would purchase; and whether familiarity
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would vary across demographically different groups. The
instrument used for the judges is presented in Appendix 3.2.

The second set consisted of a convenience sample of ten
individuals who were asked to indicate their own feelings
and opinions on the same criteria. The evaluation instru-
ment used for this group (Appendix 3.3) differed from the
previous one only with respect to the specific instructions.

Nine individuals from each of the groups (18 total)
completed and returned the survey instrument. Means and
standard deviations were calculated for each of the groups
separately, for each product category on the four criteria.
All ratings were done on a 7-point scale where 1 denoted low
and 7 denoted high. This information was used to reduce the
initial product list to twelve, six of which met the
following conditions and six of which missed only one of the
conditions by a small margin:

1 Phan 4.5 for both the juages and tha ooreT

self-reports,

2. perceived risk scores: means between 4.5 and
6.0 for both the judges and thg self-reports,

3. purchase frequency scores: less than 4.0 by
both the judges and the self-reports,

4. g::éié:r%?g g:grgfé.mean of the self-reports

The question which asked the judges to indicate how much
they thought familiarity would vary across different
demographic groups was eliminated as a criterion because the
ratings for almost all product categories were above the
desired levels.

From the reduced list (Appendix 3.4) four product
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categories were selected: video cameras, video cassette
recorders, watches, and clothes dryers. For this selection,
confidence in the ratings (as evidenced by small (0.5 or
less) differences between the mean ratings of the judges and
the self-reports and relatively low standard deviations (1.0
or less)), existence of another category in the same price
range, and some qualitative concerns were considered.

In the second stage of the selection process, the four
categories were used to pretest the perceived risk and
involvement scales. The final choice was to be made on the
basis of how well the two scales performed for each product
category. Another objective was to enéure with a larger
sample that the final two product categories were neither
extremely uninvolving, nor too high or too low with respect
to perceived risk. As a result of the scale pretests (more
will be presented on this later) it was found that both
scales performed well with the four products and the mean
involvement and perceived risk values were also within
desired limits. Finally, a decision matrix was constructed
(Appendix 3.5) to eliminate two product categories. Video
cassette recorders and clothes dryers were selected mainly
due to the similar mean ratings they received on the
criteria and the similarity of the price range for the

categories.

Construction of the Questionnaire: The instrument was

comprised of three components: the scenarios with which the
price, price difference variables, and product category were

manipulated; the measurement scales for the model variables;
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and the demographic variable measures to be used for
profiling the sample. The demographic scale items were
taken from a survey handbook (Alreck and Settle 1985, p.
183).

The scales for perceived risk were developed by first
generating a sample domain of 20 items (Appendix 3.6) from
scales used by Jacoby and Kaplan (1972), Deering and Jacoby
(1972), and Bearden and Shimp (1982). Later, this pool of
items was administered to 92 senior level undergraduate
students enrolled in an advertising research course at
Michigan State University. Each student completed a
perceived risk scale (along with an involvement scale) for
two different product categories. The products which were
evaluated by the same subjects were video cassette recorders
and watches for one group, and video cameras and clothes
dryers for the other group. As a result, each product
category was evaluated by 41 to 49 subjects due to different
numbers of unusable instruments determined by some omitted
scale items. To form the final scale (Appendix 3.7) four
items were deleted from the original pool and acceptable
reliability levels were maintained both for the VCR
(Cronbach’s alpha = 0.75) and the clothes dryer (Cronbach’s
alpha = 0.76). vgyé/items are all based on conceptual
discussions of the construct and its operational definitions
in the consumer behavior literature. These
conceptionalizations have face validity (Peter and Tarpey
1975). Basically, what is meant here is that the instrument
"looks like" it measures what it is intended to measure

(Nunnally 1978, p. 11). This conclusion is convincing since
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the items in the instrument are phrased in the language and
with the content of the conceptual definition of perceived
risk.

Zaichkowsky’s (1985) involvement scale was also
pretested in the same manner. The original twenty item
scale achieved adequate reliability levels (alpha = 0.91 for
VCRs, and alpha = 0.93 for dryers) and was kept intact.

To measure product knowledge, an adopted version of the
Rao and Monroe (1988) scale was used (Appendix 3.8 & 3.9).
This conversion was necessary in order to generate
equivalent product-specific items for the products used in
this study. These items were generated from the reviews in
Consumer Reports for the respective product categories.
Care was shown to include items which only required basic
knowledge about the product category as well as items
representing state of the art issues. These questions were
‘informally administered to four doctoral students and their
self claimed knowledge about the product categories was
solicited. Those questions which seemed to be better
indicators of product knowledge were thus included in the
product knowledge scales.

The instrument for measuring the role of the price
variable was developed since there was no such instrument
available in the literature. Given that role of price is a
process measure, a protocol analysis would have been the
ideal method. However, the large sample size desired for
statistically testing the hypotheses, and the difficulties
associated with large sample protocols were reasons for

deciding to develop a paper-and-pencil measurement
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instrument. Different verbal descriptions of the possible
ways to arrive at a choice were generated.

Given the numerous possible ways individuals could
explain their choice strategies, and the extent of detail
that could be included, it was necessary to come up with a
comprehensive but manageable number of such descriptions.
Therefore, the descriptions were kept general enough not to
impose boundaries other than the specific roles that price
could have played. The comprehensiveness of the description
list was judged by its ability to reflect the conceptually
developed domain of possible roles of price. Furthermore,
the definitions provided during the conceptualization were
used to determine the wording of the descriptions. To
ensure exhaustiveness, an "other" category was also
included. The instructions told the subjects to choose the
description which best depicted the way they made their
choice in this exercise (Appendix 3.10). Given reliability
concerns and the exploratory nature of the instrument, a
similar instrument was developed to test for consistency in
the responses. The major difference with this instrument
was that it asked respondents to indicate how they used
price in their decisions, and accordingly, the descriptions
emphasized the use of price in the decision process
(Appendix 3.11). A limited protocol employing two subjects
for two experimental tasks was used to determine whether the
protocols taken during the choice process were consistent
with the same price roles as those indicated on the
measurement instruments. Both instruments were consistent

with each other as well as the protocols. Despite the very
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limited number of observations (4), the results were used as
an indication of instrument reliability. As discussed
earlier, face validity was inferred frdm the ability of the
instrument to reflect the conceptualizations of the
different roles of price.

The measurement method used to measure the role of price
in this study is theoretically sound since it is a variation
of retrospective and structured probing form of protocol.
The variation stems from the fact that individuals were
asked "Is this the way you made your decision?" rather than
"How did you make your decision?"® Despite some earlier
criticism directed at protocol analysis in general, there is
convincing evidence that verbal protocols reflect
individuals’ cognitive processes closely (Erickson and Simon
1980). Recent marketing literature displays different uses
of protocols as an appropriate method of investigation
(e.g., Crow et al. 1980, Sujan 1985, Puto 1987).

Scenarios were used to simulate the decision situation
and to manipulate the price, price difference variables, and
the product categories. A total of twelve scenarios were
developed for all the experimental treatments. All of these
were variations of a generic "situation" as it was referred
to in the instrument. The scenarios were made up of two
parts due to the necessity to measure perceived risk before
brand information was provided. The first part provided the
purchase goal for the individuals and manipulated the
product category (two levels) and price (three levels).
Thus, there were six versions of the first part of the

scenarios. The subjects were instructed to imagine that
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they had decided to buy a product (e.g., a VCR) and that
they were willing to pay approximately, for example,
$500.00.

In the second part of the scenario, subjects were first
reminded of part one, and then asked to make a choice from
the brands on which information was provided. They were
also asked to indicate their choice on the same page.

The selection of the product categories which were
manipulated was described earlier. The specific price
levels (high, medium and low), and price differences (high
and low) were determined in the following manner.

The first limitation on the price levels was imposed by
high and low prices observed in actual retail outlets for
the respective product categories. These high and low
values were first taken from recent reviews of the products
in Consumer Reports. Later two local stores were visited to
confirm these extreme prices. In the final analysis a price
range of $150.00 to $800.00 (or more for some very
sophisticated models) for VCRs and a pfice range of $250.00
to $750.00 for clothes dryers were determined to be an
accurate representation of the price ranges. Matching these
two ranges provided a range of $250.00 to $750.00 for both
product categories without jeopardizing realism. The
literature provided little guidance in determining which
price levels would be considered "low" or "high" by
individuals. These extremes seemed to be framed differently
for differing product categories across various price
manipulations: for example, $40.00 (low) to $80.00 (high)
for tires, $89.95 (low) to $250.00 (high) for a jogging
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device (Bearden and Shimp 1982); $125.00 (low) to $325.00
(high) for typewriters (Petroshius and Monroe 1987). The
medium price level $500.00 was determined as the midpoint
between the extremes.

The high and low price differences were initially set at
10% and $5, respectively. Since difference perceptions were
conceptualized earlier as shaped by the original intensity
of the stimulus (price level), percentage price differences
were kept constant across treatment conditions rather than
the absolute differences. Based on the observations in the
protocol session and the second pre-test, respectively, the
low difference was reduced to 3% and high difference was
raised to 15%. None of the alternative brands was priced at
the reference price which was introduced in the first part
of the scenario. Two brands were priced above the reference
price and two below. Appendix 3.12 displays the prices and
price differences for six cells. The remaining six cells
provided identical numbers for the second product category.

Along with manipulating the independent variables, the
scenarios were used to keep other potentially important
variables constant across the treatment conditions. Based
on Sternthal and Craig’s (1982) arguments regarding task
complexity, the number of attributes aﬁd alternatives were
kept at eight and four, respectively, for all conditions (p.
149). The information for all the brands was designed to
match standard catalog descriptions (Rao and Monroe 1988).
The number of product attributes was set at eight because
both product categories would be adequately described
minimizing the need for additional information. These
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evaluations were made based on Consumer Reports reviews and
conversations with salespeople from two local stores. As
the salespeople approached for service they were told "I
want to buy a VCR (or clothes dryer) but I do not know
anything about them so I do not know what to look for."
Later they were asked to explain the rationale for a high
price difference between two particular models. The intent
of these conversations was: (1) to look for attributes
which seemed to be important for the salespeople but were
missing from the initial list compiled from the Consumer
Reports; (2) to find key attributes with which major price
differences were justified. The most commonly mentioned
attribute for both products were the reliability of the
manufacturer and/or warranties attached to the product.

Upon deciding on the specific attributes, the
corresponding information content was developed for both
product categories. Across the six cells for each product
category, all information was equal except one
attribute--the reliability of the different brands. The
reasons for this were two-fold: the necessity to maintain
constant non-price differences across brands in all
treatment cells and, the importance of reliability/warranty
in justifying price differences. To ensure constant
non-price differences meant that a quantifiable attribute
had to be selected. For example, changing mechanical
controls to electronic controls between two brands and
having three heat settings in one versus five in another
brand is one way of creating non-price differences.

However, it is difficult to argue that these differences
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across the four brands would be perceived equal by all
subjects. The problem would be exacerbated by trying to
keep brand differences equal across product categories as
one would have to make assumptions concerning, for example,
the equality of differences between mechanical versus
electronic controls in clothes dryers and two heads versus
four heads with VCRs.

Brand reliability, on the other hand, offered a viable
solution. It was operationalized as a repair index
generated by a "reliable independent organization" and cited
the number of product failures for every one hundred that
was sold of that particular brand, within the first two
years. Use of reliability as the non-price difference
factor also fits the conceptual model which proposes that
individuals are more likely to pay higher prices as
perceived risk increases.

In the final ahalysis the numbers which were to be
manipulated as repair indices which would keep non-price
differences both constant across the alternatives and equal
to the price differences were calculated by the following

formula:

EC=NC +p NC=p>NC+p NC+ ...
= [1/(1-p)] NC
Where: EC = expected cost determined by the price and
replacement cost in case of failure,
NC = nominal cost, (i.e., price paid)
p = probability of failure (i.e., repair index)
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brand) was determined as 4%. This number is close to the
repair index of the "best" VCR brand (7%) as reported in
Consumer Reports (the lowest for clothes dryers was 15%) and
also keeps the repair index of the least expensive brand
within realistic limits. Then EC was calculated for the
most expensive brand. Taking EC as constant for the other
brands, the respective p values were calculated. As a
result, all choices in all treatment conditions were equal
in terms of expected cost as modeled above, and it could be
assumed that all decisions were based 6n price and brand
superiority trade-offs.

It should be noted that the above model is not the only
way to formulate expected cost. This model assumes that the
brands are likely to fail more than once with decreasing
probability for each consecutive failure, and that
replacement cost is equal to the original price paid. Two
different sets of calculations were also made. The model
which assumed only one failure for the brands generated very
high differences in repair indices--for example, the range
was 4% to 64% for the high price difference conditions as
opposed to 4% to 39% with the previous formula. Another
model, which inserted "average repair cost" ($75.00 for
VCRs) as the replacement cost in the original formula,
generated repair indices which increased as price increased.
Therefore, the first formulation was used. The calculations
and the resulting repair indices are presented in Appendix
3.13.

As suggested by the scenario literature, a warm-up

exercise was conducted with the subjects before they were
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given the actual experimental tasks. This practice was
intended to: (1) get the subjects used to the idea of
assuming that they are in a hypothetical situation; (2) get
the subjects into a choice/decision making mode; and (3) to
have them make cost-benefit trade-offs. All subjects,
regardless of the treatment conditions, received the same
warm-up task. They were told that they had decided to buy a
certain brand of watch which cost $114.99 at a store less
that five minutes away. They were also told that the same
watch sold for $99.99 at a store 20 to 25 minutes (15 miles)
away. Then, they were asked to make a decision as to where
they would buy the watch.

The above scales, the warm-up exercise, general
instructions, and a two-part scenario were presented in the
form of a booklet. The first page of this booklet consisted
of a respondent consent form as required by the Human
Subjects Committee at Michigan State University. The
committee’s approval letter and material submitted for
permission to use human subjects are included in Appendix
3.14. The questionnaire booklet (Appendix 3.15) also
included manipulation checks (adapted from Urbany 1985), a
reference price measure (adapted from Puto 1987), and a
series of demographic measures. There were twelve different
versions of the questionnaire, one for every treatment

condition.
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Phase II
Verbal Protocol: The questionnaire was subjected to a

series of pretests. First, a limited verbal protocol was
collected from two female subjects. They both participated
in two different experimental tasks. One repeated the
experiment with high price-high price difference and low
price-low price difference conditions for VCRs while the
other participated in high price-low price difference and
low price-high price difference conditions, also for VCRs.
The individuals were instructed to think aloud as they made
their choices and say everything that came to their minds.
These instructions were given both verbally and written on
the survey instrument. Before the subjects engaged in the
experimental tasks, they were given the warm-up task to get
them used to verbal reporting (Erickson and Simon 1982 p.
377). The subjects were given a reduced form of the
questionnaire which included only the tasks, the two
instruments measuring the role of price, and the involvement
scale which was placed between the role of price measures to
separate the two. The verbal reports were recorded and later
scanned for interpretation (Todd and Bensabat 1987). It was
found that subjects felt at ease with the hypothetical
situations they were asked to imagine, and the two role of
price measures agreed with each other and the protocol. The
low price difference conditions, however, did not seem to
generate the desired effect. Therefore, low price

difference was reduced to 3% in the later versions.
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Pretest I: In the next phase the complete instrument
was pretested with four doctoral students. They were asked
to first complete the questionnaires, record the time it
took to complete the task, and then critique the instrument.
Given the feedback from this pretest, the instrument was
shortened by deleting certain scales in order to prevent
confusion and subject fatigue.

Pretest II: A second pretest was conducted with
twenty-five subjects who were not students and were
compensated for their participation. This pretest provided
an opportunity to test the entire data collection procedure
with a sample of the intended subject pool. No problems
with either the instrument or the tasks were encountered in
this experiment. However, after analyzing the responses it
was concluded that the high price differences were not
sufficiently high to generate the desired income effect.
Thus, price differences were increased to 15% in the high
difference category.

Phase Three

Subjects and the Setting: Three hundred and fourteen

subjects participated in the experiment. These subjects

constituted a convenience sample recruited by the assistance
of four fund-raising organizations. A financial contribu- ~
tion was made to these organizations for every subject they
recruited. The dates and the places of data collection are
presented in Appendix 3.16. Subjects were randomly assigned
to the cells and they were not aware of the specific purpose
or the details of the study. The only stipulations made to
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the collaborating organizations were that the subjects had
to be non-students, above eighteen years of age, and that
only one member from a household could participate. A
sample of the letter sent to the participating organizations
is included in Appendix 3.17.

The Experiment: To ensure random assignment of the

subjects to the treatment conditions, the questionnaires
were shuffled without any particular routine. This order
was kept and before the subjects entered the room a
questionnaire and a pencil was placed on each desk. As
subjects entered the experiment room they were greeted by
the liaison person from the organization and asked to take
any seat they wished and not to turn the booklet until they
were instructed to do so. When all subjects were present,
the liaison person introduced the experimenter who in turn
gave the following instructions:

We appreciate your coming here today. In this

survey you will be asked to make a choice between

a number of brands. There is no right or wrong

answer to any of these estions. We are

interested in YOUR opinions.

Please read the instructions very carefully and

follow them as best as you can. Try to put

yourself in the situation described in the booklet

even if you think that the chances are low.

Please concentrate on the questionnaire and do not

talk to each other during this exercise. You can

take as much time as you wish to complete this

questionnaire.

Thank you for participating in this study. You

can start nowv.

The starting time was recorded as well as the time the

first and last participant took to complete the survey at



62
each session. The shortest and the longest time of
completion was fifteen minutes and fifty-two minutes,
respectively. An overwhelming majority completed the task
between twenty and thirty-five minutesf The first page of
the booklet contained a respondent consent form which told
them about the general purpose of the study and that
confidentiality and anonymity of the subjects would be
maintained. The second page contained some general
instructions. Instructions on how to answer the different
types of questions which appeared throughout the
questionnaire were on the third page. The fourth page
included general instructions related to role playing and
what was expected of the subjects. The warm-up task was
also on the fourth page. The remainder of the questionnaire
guided the subjects through the experiment. Since
individuals completed the task at varying times, a general
debriefing was not carried out. Instead, individuals were
asked to inquire with the experimenter with respect to the
details of the experiment and its purposes as they exited
the room if they desired. Figure 3.3 provides a schematic

representation of the complete experimental procedure.
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Stage 4: Choice
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Manipulation Check Measures
Demographic Measures
Stage 6: Debriefing of Subjects
Figure 3.3

SCHEMA OF THE EXPERIMENTAL PROCEDURE
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CHAPTER FOUR

DATA ANALYSIS AND FINDINGS

Introduction

The preceding chapter explained the data collection
procedure and development of that procedure. This chapter
presents the analysis of the data and the interpretation of
the findings. The analysis begins by providing a subject
profile along with a demonstration of the equality of the
experimental cells with respect to the individual variables.
The discussion continues with reporting the reliabilities of
the various measures and analysis of the manipulation
checks. Next, a restatement of Hypotheses 1 through 4 is
presented in a manner more suitable for statistical testing.
Finally, the tests of the hypotheses and an explanation of

the results is presented.

Profile of the Subjects

Two hundred and eighty-six usable questionnaires were
gathered from the subjects. Most deletions were due to

incomplete responses as well as indications that the task
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was misunderstood or was not undertaken as instructed. An
unequal number of non-usable questionnaires across cells and
the randomization attempt resulted in unequal cell sizes.
Most cells ended up with twenty-two to twenty-seven subjects
while the high price-low price difference (dryer) cell had
eighteen subjects. It is not possible to discern a pattern
relating the number of unusable questionnaires to the
experimental conditions. Later analysis takes unequal cells
into consideration. A majority of the subjects were females
(66.90%) and married (77.10%). Overrepresentation of
females was probably due to the experimenter imposed
condition that only one person from a household could
participate in the study. Given the other conditions for
participation (being over 18 and a non-student) it was not
surprising to have attracted a high proportion of married
individuals. Many of the subjects (43.80%) lived in a
household with only one other person. Thirty-one percent of
the subjects lived in a three or four member household.

A majority (56.10%) of the subjects were employed,
26.60% were retirees, and 12.90% were homemakers.
Professionals (32.20%) and clerical workers (23.60%) were
the two largest occupational categories. Occupational
information was taken by an open-ended question and later
classified into the list provided by Alreck and Settle (1985
p. 183).

The majority of the subjects (64.40%) were between
thirty and sixty years old, 21.60% were between sixty and
seventy years old and 4.20% were below thirty. Although the

above numbers indicate a heterogeneous age group, the mean
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(51) and the median (50) ages indicate a somewhat older
sample not representative of the entire population. The
sample iso seemed to be somewhat highly educated with 66.20
percent indicating twelve to sixteen years of formal
education. Twenty-three percent had seventeen to nineteen
years of formal education indicating a possible master’s
degree; and 8.00% had twenty to twenty-five years of formal
education indicating a possible doctoral degree. On the
positive side, the high levels of education (mean = 15
years, and median = 15 years) are encouraging with respect
to the ability of the subjects to comprehend the experi-
mental instructions and the scenario task demands.

Mean income ($41,700) and the median income ($37,000)
both indicate a high income sample. Seventy-eight percent
of the subjects had a household income between twenty and
seventy thousand dollars. Age, household size, years of
education, and income were all measured by open ended
questions. The non-response rate to most of the demographic
questions varied between 4.9 for sex and household size to
7.7 for age. Twenty percent of the subjects did not respond
to the income question. The detailed demographic
information is presented in Appendix 4.1.

The above analysis demonstrates that the subjects
constituted a heterogeneous sample from many aspects.
However, with respect to age, education, and income the
sample was not representative of the total population. To
demonstrate that the random assignment of subjects to the
treatment conditions did, in fact, work and generate

demographically similar cells, a series of tests using ANOVA
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were conducted. An analysis of variance showed that the
treatment cells were not different from each other with
respect to age (F = 0.62, df = 11, p = .81). Mean age
ranged from forty-five to fifty-five years across cells.
Similarly, it was not possible to reject the hypothesis that
the cells did not differ in terms of income (F = 1.15,
df = 11, p = .32). The highest and lowest mean incomes for
the cells were $48,700 and $32,200, respectively. This
finding is important in that the model had conceptualized
the budget effect as a consequence of income and price of
the product. The equality of the treatment conditions in
terms of income indicates that the price difference
manipulations can be considered as adequate manipulations of
the budget effect. It was also not possible to reject the
hypotheses that the cells were similar in terms of education
(F=1.20, df = 11, p = .28) and household size(F = 1.10,
df = 11, p = .38).

Measure Reliabilities

Dependent Variable

Role of price was measured by two different instruments.
The first instrument asked the subjects to indicate the
description which best revealed the way they "made the
decision in this exercise." The second instrument provided
the same instruction but this time the emphasis was on the
way the subjects "used price" in their decisions. Both of
these instruments had an "other" option to insure exhaust-
iveness, and the subjects who used this option were

instructed to explain how they made their choice. First,
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the questionnaires which used the other option were
selected. Two judges were employed to take each explanation
individually and classify them into one of the categories
appearing on that particular instrument.

The judges, who worked independently, were told to
classify the written responses only on the merits of that
explanation and not to infer meaning by looking at the other
instrument. The intent of the question, and the different
roles of price were explained to the judges and they were
given the option to avoid classification if the explanation
did not relate to any of the descriptions (Appendix 4.2).
Both judges had experience in analyzing and coding
qualitative information.

There were 180 explanations to be classified. After
tabulating the two independent classifications, there were
thirty-six disagreements between the judges, indicating
eighty percent agreement. As a reliability measure, Cohen’s
(1960) coefficient Kappa (K) was calculated separately for
both of the instruments. For the first instrument, K was
0.67 (z = 10.97, p = .0001) with a maximum possible K of
0.81 (Appendix 4.3). K was 0.71 for the second instrument
(z =7.78, p = .0001) with a maximum K of 0.91 (Appendix
4.4). Next, the judges were brought together and told to
resolve their differences. They were told that they could,
at this stage, look at the other instrument and the declared
choice when needed. All differences of opinion were
resolved with unanimous agreement. Two cases were
eliminated at the end of this process because there were

indications that the subjects had misunderstood the task.
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The next stage involved the coding of the role of price
based on the two separate measures of the dependent
variable. The first instrument contained eight descriptions
and the second instrument contained five. First, the
descriptions which confirmed each other a priori were
identified and role of price was coded only for cases with a
perfect fit. For example, if both the first and second
instruments were coded independently as the dual role
(categories 4 and 5, respectively), role of price was coded
as the dual role. However, there were some unexpected
combinations of responses to the two instruments. These
pairs of responses were identified and the two judges were
asked to analyze them. Their task was to detect pairs which
together would be coded as one of the five original roles of
price. There were twenty such combinations and there was
agreement that twelve could be coded as one of the five
roles of price. Appendix 4.5 displays the pairs of
descriptions and the respective roles of price. 1In the
final analysis, the role of price measure indicates an exact
fit between the two instruments. Responses which do not
have concurring answers to the two instruments were not
included in the analysis.

The above procedure generated a categorical variable
with four classes. The fifth role, informative role of
price, was coded as missing thus eliminating the case from
the analysis. The roles were: constraint role, attribute

role, dual role, and no role.
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Covariates and Other Variables

The involvement scale which was pretested produced
acceptable results with reliability coefficients (Cronbach’s
alpha) of .96 and .93 for VCRs and clothes dryers,
respectively. The unidimensionality of this scale was
previously determined (Zaichkowski 1985) and the items were
combined additively to calculate the involvement scores.

The product knowledge measure was adopted from Rao and
Monroe (1988). Consistent with their definition, product
knowledge was operationalized in terms of both subjective
and objective knowledge. The twelve scale items were once
again combined additively. A minor modification of the
scores was necessitated due to the differences in the areas
where data were collected. Item one of the scale asks the
respondents to name all the stores which carry [the
product], in (their town]. During the preparation of the
scoring instructions it became apparent that in one of the
locations (Tawas) the number of retail outlets which
actually carried the experimental products were much fewer
than the number of outlets in both of the other locations
(Lansing, Jackson). The mean number of store names for all
three locations were compared. Lansing and Jackson means
were extremely similar with 3.20 and 3.38 store names,
respectively. On the other hand, on the average there were
only 1.78 store names for subjects from Tawas. The
difference between these means was found to be significant
(F = 69.90, df = 2, p = .0001). To correct for this
artificially introduced difference in the scores, 1.50 was

added to the product knowledge scores of the respondents
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from Tawas. Adding a constant to every subjects score will
increase the mean by that constant, and thus, adjust the
artificial difference. Since the variance does not change
as a result of the adjustment, the other analyses will be
unaffected. The coding instructions for the product
knowledge scale are presented in Appendix 4.6. The
respective reliability coefficients (Cronbach’s alpha) for
VCRs and clothes dryers were .79 and .68.

The sixteen-item perceived risk scale which was
initially pretested produced acceptable levels of
reliability when further redgpé& to a thirteen-item scale
(Cronbach’s alpha = .74 for VCRs, Cronbach’s alpha = .77 for
clothes dryers). It was not possible to demonstrate the
unidimensionality of this scale. This was possibly caused
by the fact that the five facets of perceived risk are not
necessarily correlated. For example, a clothes dryer may
have very low social risk and physical risk, but high
performance risk and financial risk. However, the
conceptualization of the construct and the five facets where
perceived risk is elicited are directly represented by the
' scale items, strongly implying face validity. The scores
were computed additively for perceived risk (Dowling 1986).

Manipulation Checks

Manipulation checks were administered in order to get an
understanding of how well the subjects performed their
experimental tasks. Comprehension of the task, seriousness
of the subject in performing the task, and the ability of

the subject to respond to the task requirements were the
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issues which were tapped by the items. The subjects
indicated that they did not find the study confusing. The
mean score was 2.36 where 1 denoted not confusing and 7
denoted confusing and 76.10% of the subjects checked three
or less on this scale. On a different scale 78.50% checked
a s8ix or seven indicating that they took the task very
seriously. The mean on this seven-point scale was 6.00.
Most subjects did not seem to have experienced difficulty in
playing the role (77.80% checked 3 or less). The mean was
2.30 where one denoted no difficulty in role playing and
seven denoted difficulty. Similarly, the subjects did not
seem to question the realism of the situations, indicated by
a mean score of 5.50 where 7 meant very realistic. The
majority (76.30%) checked five or above on this item. The
brand information which was provided was reported to be
easily understood by 73.20% (3 or less on the scale). The
mean was 2.59 where one denoted easily understood. The
subjects also thought the information was sufficient to make
a choice, as the mean score of 5.01 indicated. On this
item, where seven implied very sufficient, 66.50% checked
 five or above. All of these individual items indicate that
overall the subjects performed the experimental tasks
satisfactorily. A reliability coefficient of .71
(Cronbach’s Alpha) was calculated for these six items.
Although these items have not been used in combined form as
a multi-item measure, the respectable coefficient indicates
an overall reliability lending credence to an idea of a
"manipulation check scale."

Another manipulation check was performed to establish
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the ability of the price level manipulation to elicit
different levels of perceived financial risk. It was argued
that this would result in similar differences in the levels
of perceived risk. As a result, the differences in the mean
perceived risk scores across the price levels were examined.
Although ANOVA results indicated differences (F = 2.56,
df = 2, p = .08), these differences did not display expected
patterns. The means were very similar in the low and high
price conditions (44.69 and 44.53, respectively) and lower
in the medium price condition (42.12). These results
implied at least two possible interpretations: (1) price
manipulations were not sufficient to elicit observable
differences in perceived financial risk and therefore, there
were no differences in terms of perceived risk in the high,
medium, and low price conditions; (2) the perceived risk
scale does not have construct validity, despite the earlier
arguments claiming face validity.

To determine if the price manipulations did in fact
elicit observable differences in perceived financial risk,
the scores on the perceived financial risk item was
examined. An ANOVA indicated that there was a significant
difference (F = 4.22, df = 2, p = .02) and the means
displayed the expected pattern: 5.36 at the low price, 5.79
at the medium price, and 5.86 at the high price levels.

This finding was interpreted as indicating a successful

manipulation of perceived financial risk.
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Statistical Hypotheses

The hypotheses which were presented in chapter three
were transformed into a series of directly testable
statistical hypotheses. The testing procedure followed a
three stage process. The first stage involves a general
test of independence which examines the distribution of the
different roles of price across the experimental conditions.
The relationship is depicted in Figure 4.1. Second, four
cell-wise comparisons--one for each role of price--were
conducted for a more detailed analysis. A third set of
hypotheses--this time within cell comparisons--were tested
to establish stronger support for the research hypotheses.
Following are the actual hypotheses which correspond to
these three stages.

The original hypotheses suggested that under certain
specific conditions, one of the four price roles would be
observed at a higher rate than under the other conditions.
Figure 4.2 matches each role of price with the appropriate
experimental conditions. The first hypothesis relates to
the omnibus test:

Hl.1: There are differences among treatment cells

with respect to roles of price.

The second set of hypotheses concern the cell-wise
comparisons which try to establish that the independent
variables have an effect on the role of price by
demonstrating that it is more likely to observe a particular
role of price in the matching cell than in the other cells.
This set of hypotheses imply a comparison of the proportion
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Price Difference

High Low
H1l H2
High Dual Role Constraint Role
Price
H3 H4
Low Attribute Role Minimal Role
Figure 4.1

LEVELS OF THE INDEPENDENT VARIABLES AND ROLE OF PRICE
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Dual Attribute| Constraint| No Role Row Total
HP-HPd 18 18 1 4 41
(Dual role 44 44 2 10 28
predicted)| 42 23 33 18
HP-LPd 8 16 1 5 30
(Attribute 27 53 3 17 20
role 19 20 33 23
predicted)
LP-HPd 10 24 0 8 42
(Constraint 24 57 0 19 29
role 23 30 0 36
predicted)
LP-LPd 7 22 1 5 35
(Minimal 20 63 3 14 23
role 16 27 33 23
predicted)
Column 43 80 3 22 148
Total 29 54 2 15 100

HP : High price condition
LP : Low price condition
HPd: High price-difference condition
LPd: Low price-difference condition

Cell content: Count

Row percentage
Column percentage

Figure 4.2

DISTRIBUTION OF ROLE OF PRICE BY EXPERIMENTAL CONDITION
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of cases with a particular role of price across the cells:

H2.1: The proportion of cases where price plays a
dual role under the high price-high price
difference condition is higher than the proportion
of cases where price plays a dual role under the
other conditions.

H2.2: The proportion of cases where price plays an
attribute role under the high price-low price
difference condition is higher than the proportion
of cases where price plays an attribute role under
the other conditions.

H2.3: The proportion of cases where grice plays a
constraint role under the low price-high price
difference condition is higher than the proportion
of cases where price plays a constraint role under
the other conditions.

H2.4: The proportion of cases where price plays no
role under the low price-low price difference
condition is higher than the proportion of cases
where price plays no role under the other
conditions.

The third series of hypotheses are designed to provide
stronger support for the hypotheses by making within cell
comparisons among the different roles. These hypotheses
test whether a particular role is observed more than the

other roles in the corresponding cell.

H3.1: The proportion of cases where price plays a
dual role under the high price-high price
difference condition is greater than the
respective proportions of cases where price plays
other roles under the same condition.

H3.2: The proportion of cases where price plays an
attribute role under the high price-low price
difference condition is greater than the
respective proportions of cases where price plays
other roles under the same condition.

H3.3: The proportion of cases where grice plays a
constraint role under the low price-high price
difference condition is greater than the
respective proportions of cases where price plays
other roles under the same condition.
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H3.4: The proportion of cases where grice plays no
role under the low price-low price difference
condition is greater than the respective
proportions of cases where price plays other roles
under the same condition.

Test of Hypotheses
The first hypothesis tested whether there was the

expected overall trend in the distribution of the roles of
price across treatment conditions. Figure 4.2 provides a
frequency and percentage distribution of the roles of price
across treatment conditions. Appendix 4.7 provides the same
frequency and percentage distribution across the original
twelve cells.

The first important finding is the very low number of
cases which exhibited the constraint role and no role. It
was not possible to reject the null hypothesis of
independence (chi-square = 11.41, df = 9, p = .25)
indicating that the overall distribution of the roles of
price do not display the hypothesized pattern. The same
analysis was done by including the medium price levels
(i.e., a 4 X 6 contingency table). A;}hough it was possible
to reject independence in this casﬁ/(éhi-square = 24.08, df
= 15, p = .06) these res:}té/were not taken as support for
the research hypotheses ¢éither. This conclusion was based
on the fact that, like the previous case, the pattern of
distribution was not as expected.

The cells were collapsed across the product categories
to generate Figure 4.2 and Appendix 4.7. The same analyses
were also conducted separately for the two product

categories and the same pattern of results were observed
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(Appendix 4.8).

The second and third sets of hypotheses were stronger
tests determining the lack of fit between the observed and
the hypothesized distributions of the roles of price across
treatment conditions. Despite the lack of overall fit,
certain cells exhibited expected frequencies. As a visual
inspection of Figure 4.2 implies, H2.1 (z = 1.82, p = .03)
and H3.2 (z = 2.17, p = .02) are strongly supported. These
findings indicate that the subjects used price either as an
attribute alone or in the dual role; among the four basic
experimental conditions the dual role is more likely to be
observed in the high price-high price difference condition
and the attribute role is the most likely role in the high
price-low price difference condition.

In order to investigate potential differences, the
sample was split into four groups based on the individuals’
actual choices. The intent was to see if individuals who
picked the same brand were distributed differently along the
same dimensions: price role and experimental conditions.
One chi-square test for each group yielded the same set of
findings: There was no statistically significant overall
pattern in how the price roles matched with the different
experimental conditions; there was one group where the dual
role was most likely to be observed in the high price-high
price difference condition. The uneven distribution of
subjects in these four choice groups (11, 29, 69, 114) is
another factor complicating the interpretation of the above
findings.

The implications of observing only a negligible number
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of subjects demonstrating the constraint role and no role
will be discussed in chapter five. At this juncture, the
analysis shifts the focus to the two original propositions
which had led to the four research hypotheses. To
summarize, the factors influencing the likelihood of
observing an attribute role and a constraint role are to be
examined. However, given the empirical results, it seems
more appropriate to assume that, in all situations,
individuals are likely to use price in the attribute role.
Therefore, the question becomes one of determining the
antecedents of the attribute role (alone) and the dual role.
Accordingly, the following analyses try to provide the
possible explanations. At this stage of the analysis
subjects which exhibited no role were excluded from the
sample on which the analyses were run. Those few who
exhibited the constraint role (alone) were combined with the
dual role subjects to form the "constraint present" class.
As a result, the dependent variable was transformed into a
dichotomy (identified as ROP), with the attribute role
(constraint not present) as the other class.

The following ANOVA model--with involvement and product

knowledge as covariates--was tested:

ROP = U + A, + B, + C, + AB,; + AC,, + BC,,

+ ABCijk + bx (x”k - U,) + b2z (z”k - Ul) + e

where

ROP = role of price

U = overall population mean

A = average price effect at level a

B = average price difference effect at level b
c = average product effect at level c
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AB = two-way interaction effect at ab

AC = two-way interaction effect at ac

BC = two-way interaction effect at bc

ABC = three-way interaction effect at cell abc

X = correlation of involvement with price role
4 = correlation of product knowledge with price

role

As the results in Table 4.1 indicate, price has a
marginally significant main effect at the p = .09 level
(F= 2.47, df = 2) and price difference has a significant
main effect at the p = .005 level (F = 7.95, df = 1). The
regression line (i.e. the linear relationship between the
covariates and the dependent variable) was not significant
(F=0.91, df = 2, p = .40). The close similarity of the
ANOVA results without covariates (Appendix 4.9) to the
results in Table 4.1 confirms this interpretation.
Furthermore, it was not possible to establish significant
bivariate correlations between the covariates and the
dependent variable (see Table 4.2). The product main effect
and the interaction effects were not found to be
significant.

In addition to the above analysis, the same ANCOVA model
- was run for each product category separately. Accordingly,
the product variable was dropped from both of these models.
Confirming the earlier analysis, the pattern of results were
not different for the two product categories. Furthermore,
both sets of results confirmed the findings of the analysis
which was conducted by combining the data for both product
categories and including product as a variable in the model.
The details of the analyses by product category are
displayed in Appendix 4.10. Given unequal cell sizes, the
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Table 4.1

ANCOVA: INDEPENDENT VARIABLES' EFFECTS ON ROLE OF PRICE

Source of Variation ss DF MS F Sig. of F
Within Cells 40.96 180 .23
Regression .42 2 .21 .91 .402
Price 1.13 2 «56 2.47 .087
Price difference 1.81 1 1.81 7.95 .005
Product .01 1 .01 .03 .853
Price by Price

difference .97 2 .49 2.14 .121
Price by Product .20 2 .10 .44 .643
Product by Price

difference .00 1 .00 .01 .919

Price by Product by
Price difference .04 2 .02 .10 .908
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Table 4.2

CORRELATION BETWEEN THE COVARIATES AND THE ROLE OF PRICE

ROP by ROP by
Knowledge |Involvement
Spearman Correlation Coefficient .105 .072
Significance .138 .316
N 200 198
Kendall Correlation Coefficient .087 .059
Significance .137 .315
N 200 198
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regression method of partitioning the sum of squares was
used in all of the above analyses.

A graphical analysis of the distribution of observations
across price levels and price difference levels is presented
in Figure 4.3 and Figure 4.4, respectively. By definition,
the graphs for the attribute role and the constraint role
are mirror images of each other. These graphs were analyzed
to determine if the significant differences were in the
expected directions.

Figure 4.3 displays the main effect of price as
substantiated by the ANCOVA results. It shows a sharp
decline in the percentage of cases exhibiting the
attribute-only role as price increases to the medium level.
Interestingly, however, there is only a minor decline in
this percentage as price level changes from medium to high,
thus, the modest level of significance (p = .09). The
inverse situation is true for the constraint-present role:
an increase in the percentage of cases exhibiting constraint
role as price level increases. The percentages on the
~ graphs indicate the percentage of cases exhibiting a
particular role in that price level (e.g., percentage of
attribute roles within the low price level).

Similar differences were observed when percentages were
compared across price difference levels (Figure 4.4). The
percentage of cases exhibiting the constraint role increased
sharply as price difference level increased from low to
high.

The findings displayed by Figure 4.4, and substantiated
by the ANOVA results, with respect to the positive
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relationship between price difference and the percentage of
cases exhibiting the constraint role were expected. P2 had
proposed that as the price differences increase, the
probability that price would be used in the constraint role
would increase. The positive impact of price on the
probability of the constraint role, however, was not
expected since Pl proposed that higher price levels would
increase the likelihood of the attribute role. To
investigate any possible differential behavior of price
level effects within price difference levels, Figures 4.5
and 4.6 were constructed.

These graphs show an increase in the proportion of
attribute cases only at the high price difference level as
price changes from medium to high. Although this upward
shift in the curve has positive implications for P1, the not
significant price-price difference interaction effect
preempts interpretations of this effect.

The unexpected positive effect of price on the
probabili%y/of the occurrence of the constraint role can be
explained in a way that is consistent with propositions one
and two. In the conceptual framework it was suggested that
price difference perceptions would best be captured within
the context provided by the original stimulus (i.e., price).
Following this logic, price differences were kept equal as a
proportion (price difference divided by mean price) across
price levels. This resulted in unequal absolute price
differences across the treatment cells. In other words,
absolute price differences increased as price levels

increased, leading to the proposed price difference effects
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as "price" increased. To examine the issue, Figure 4.7 wvas
constructed to observe the behavior of role of price with
respect to absolute price differences.

The curve in Figure 4.7 outlines a steady increase in
the proportion of constraint role as absolute price
difference increases. Another interesting observation is
the upward increase in the proportion of attribute roles at
the end of the curve. A possible explanation is that price
has (finally) played its proposed role (Pl1) in terms of
increasing the probability of the occurrence of the
attribute role since the point where the price difference
equals 105 also represents the high price level. Both of
the above speculations were tested next.

First, to establish that the upward turn of the curve in
Figure 4.7 portrays a statistically significant effect, to
test for non-linearity, and to determine if the downward
turn of the curve is statistically significant, a trend
analysis was conducted. The linear term was significant at
the p = .0007 level (F = 11.86, df = 1) indicating that
there is indeed an absolute price difference effect on the
role of price. The quadratic term was not significant (F =
0.70, df = 1, p = .40 ) suggesting strong linearity up to
the $75 point. The cubic term, however, was marginally
significant at the p = .10 level (F = 2.79, 4f = 1).
Although this indicates a significant shift in the trend
(i.e., proportion of attribute role increasing) it only
provides partial evidence for Pl. The differences between
the data points reflected the actual differences in price in
the trend analysis--unlike Figure 4.7 where all differences
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are portrayed as equal regardless of the absolute
differences.

To investigate further the difference between the data
points shown on Figure 4.7, a series of cell-wise
comparisons were run. The Tukey test was preferred since
all pair-wise comparisons were being investigated. This
test is suggested to be more powerful than the Scheffe test
for pair-wise tests (Keppel 1982, p. 155). The only
significant differences at the p = .05 level are between $10
and $75 levels, $16 and $75 levels, $45 and $75 levels.
These results provide insight for the minimum levels of
price difference which would elicit constraint role effects.
The lack of significance between the $75 and $105 levels, at
least at the p = .05 level, raises doubts about the P1
effect, and raises the possibility that the downward shift
may be due to sampling error.

The analyses reported upto this point operationalized
the reference price concept as the nominal price, after
having established that mean income did not differ
' significantly across the experimental conditions. To
examine whether such simplification can be justified and
whether any relationship between income and perceived risk,
and income and price role may be detected, a new set of
analyses was conducted. First, income was included as a
covariate in the original ANCOVA model. As expected, the
same set of results as in the original analysis were
observed. Price difference was significant (F = 7.78,
af = 1, p = .006), price was marginally significant
(F=2.64, df = 2, p = ,08), and none of the other main
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effects or interaction effects were significant. These
results, along with a one-way ANOVA testing the relationship
between price role and income (F = .75, df = 3, p = .52),
indicate that there is no significant income effect.

Income was also not significantly correlated with
perceived risk (r = .07, n = 222, p = .17) and the financial
risk indicators (r = .01, n = 225, p= .50 and r = -.05,

n =227, p= .21). However, another direct measure of
perceived risk (Mancek7) was somewhat correlated by income
(r = .10, n = 227, p = .,07). This additional perceived risk
measure was taken after the subjects had made their choice
by directly asking them to indicate whether the purchase was
(much riskier to much less risky) than usual.

Second, a ratio variable (P/I) was generated by dividing
price by income, and similar analyses were conducted. P/I
had a significant but low correlation with the two financial
risk indicators (r = .09, n = 227, p= .,10; and r = .15,

n =225, p= ,01). One finding which is difficult to
interpret is that P/I has a low negative correlation with
perceived risk (r = -,13, n = 222, p = ,03). The P/I
variable is significantly correlated with the Mancek?
variable (r = .19, n = 227, p = .002). Overall, these
results indicate a lack of significant relationship between

income and perceived risk as measured by the original scale.

Summary
Most of the first group of null hypotheses were not

rejected thus providing little support for the theoretical
arguments. This was mainly due to the inability to either
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induce or identify (purely) constraint role cases. Further
analyses were conducted by recoding the dependent variable
into a dichotomy with the categories being the
constraint-present role and the attribute-alone (no
constraint) role.

The ANCOVA results indicated that both price and price
difference had a significant positive effect on the
likelihood of observing a constraint role. The unexpected
effect of the price levels was explained by its effect on
absolute price differences. Accordingly, a possible role
of absolute price differences on the role of price was
interpreted. Further trend analysis supported this view
along with providing some evidence for the hypothesized
positive price effect on the likelihood of the attribute
role. Following cell-wise comparisons provided some
empirical evidence with respect to the minimum price
differences eliciting constraint role effects.

Manipulation checks provided significant evidence that
the subjects were able to comprehend the experimental
instructions and perform the scenario tasks adequately.
Perceived risk manipulation checks raised doubts about the
construct validity of the perceived risk scale. Perceived
financial risk scores indicated a significant difference
across price level conditions, in the expected pattern,
providing evidence for successful manipulation of perceived

financial risk.



CHAPTER FIVE

SUMMARY AND DISCUSSIONS

In this chapter first a summary of the research is
provided. Next, findings and their implications followed by
the limitations of the study are examined. Finally,

contributions and future research directions follow.

Summary
For a long time, researchers have pointed to the

importance of and the need to understand use of price in
decision processes (Monroe 1977, Winer 1987). Accordingly,
the major objective of this study was to determine the
factors which contribute to the way individuals use price in
their decisions. Four alternative roles of price were
identified from the literature: attribute role, constraint
role, dual role, and no role. The first part of this study
involved the development of a conceptual model which would
lead to identifying possible antecedents and to guide
formation of theoretical propositions related to the major
objective of the study. A mode;/based on the theory of

s
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goal-directed behavior asserted that the purchase goal would
elicit certain levels of perceived risk which, in turn,
would influence the determination of the overall strategy.
This overall strategy would then shape the way individuals
use price in their decisions. The model also posited that
price levels would have an impact on the amount of perceived
risk, and price differences would impact the role of price
due to the budget effects.

The second part of the study involved generating
hypotheses from the model and empirically testing them. The
model led to two basic propositions which suggested that:
(1) high price differences would increase the probability of
the occurrence of the constraint role, and (2) high prices
would increase the probability of the occurrence of the
attribute role. These two propositions were matched (high
and low price, and price difference conditions) to develop
the four research hypotheses.

An experiment was conducted to test the hypotheses.
ANOVA results established that there were no significant
‘ differences with respect to important individual variables
across the twelve treatment conditions.

The findings first indicated that a constraint-alone
role and no role were adopted only by a negligible number of
subjects. This finding raises some important theoretical
and methodological questions which will be discussed in the
next section. Partly due to this result, most of the
hypotheses were not supported. At this point it could not
be concluded that either price or price difference has any

effect on the role of price.
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In the following phase of analyses, first, role of price
was coded into a dichotomy with constraint role present and
attribute-only roles as the two categories. Then
propositions 1 and 2 were investigated. The findings
indicated that the price differences and price levels both
had significant effects on the role of price above the .10
level. Led by the unexpected effect of price, further
analyses identified that absolute price differences had

significant effects on the role of price.

Important Findings and Implications

Absence of Constraint Role

Only 2.10% of the subjects indicated that the they used

price in the constraint-only role. This low frequency
raises some methodological as well as theoretical
possibilities. Theoretically, it is possible to suggest
that individuals never use price in the constraint-only role
and that the above 2.10% represent error in classification.
The validity of this argument is difficult to establish
based on the findings in this study. However, it is
. possible to argue that certain real market conditions make
it extremely difficult to observe this phenomenon. For many
consumer products it would be difficult to find a price
which is separated from its closest (in terms of price)
alternative by a large margin sufficient enough to eliminate
the second alternative from consideration. Whether at the
low or high end of the spectrum, there would always be
alternatives close enough in price that they would warrant

consideration. This study, however, does not provide any
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evidence to evaluate the validity of this explanation.

There are a number of possible methodological
explanations. The first concerns issues about the amount of
realism induced by scenarios. In view of the numbers in
Table 5.1, this explanation does gain credence. Fifty-two
percent of the subjects with valid responses used price in
the attribute-only role--they did not feel any
constraints--and forty-six percent of the subjects chose the
most expensive brand. The implication that subjects chose
the more expensive brands because they were not
actually/really spending money is probably a natural
speculation. However, there is evidence to the contrary.
The same subjects who were asked to make a similar purchase
decision in the warm-up exercises demonstrated a totally
different pattern. Of the valid responses, 68 percent
indicated that they would buy at the less expensive outlet
(the difference was $15) to avoid driving fifteen extra
miles. These findings indicate that the subjects were
concerned with the amount they were spending and as a group
they were not price-insensitive.

The second methodological explanation concerns the
inadequacy of the manipulations to induce the desired
effects. The conceptual discussions had posited that high
prices would induce attribute roles and, as a corollary to
this, it was concluded that the probability of not observing
the attribute role would increase at the "low" price level.
It is possible that the "low" price levels in this study
were not sufficiently low to affect this probability
significantly. This is an empirical issue and it is
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Table 5.1

OVERALL DISTRIBUTION OF

SUBJECTS' BRAND CHOICES ROLE OF PRICE USED

Most Expensive Brand : 54.40% Attribute Role : 52.10%

28.10% Dual Role : 32.90%

TO

12.20% Constraint Role: 2.10%

Least Expensive Brand: 5.20% Minimal Role ¢ 12.80%




98
difficult to determine the validity of this argument with
the available data. Another possible argument is that the
price differences were not large enough to elicit constraint
roles. However, the analyses provide evidence to the
contrary. The current situation arises not because the
constraint role was not observed but because a majority of
the subjects (85.00%) would also consider the more expensive
brand.

Another possibility is the failure of the measurement
instrument to successfully detect occurrences of the
constraint role. Although there is strong evidence for
reliability and validity of the measures for the cases used
in the analysis, the relatively high number of cases
(18.18%) eliminated due to imperfect dependent measures is
strong evidence for the inefficiency of the instrument. To
investigate this possibility further a number of additional
analyses were conducted. First, the chi-square and ANCOVA
tests which were run initially were repeated twice by using
the two dependent measures independently. The chi-square
analysis with the first dependent measure did not yield a
significant pattern (chi-square = 9.20, df = 15, p = .87).
The same analysis yielded a statistically significant
pattern when the second dependent measure was used
(chi-square = 24.53, df = 15, p = .06). As in the previous
analyses, the pattern of results were not as expected but
certain cells exhibited expected frequencies: Highest
occurrence of the dual role was in the high price-high price
difference situation; in the high price-low price difference

condition the most common role was the attribute role.
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Similar results were obtained when the ANCOVA tests were
conducted with the two dependent measures independently.

The first dependent measure did not yield any significant
effects, and price difference emerged as a significant
effect (F = 7.84, df = 1, p = .,006) when the second
dependent measure was utilized. Although the above analyses
do not prove one dependent measure as superior over the
other, they do demonstrate that the two measures result in
somewhat different classifications and different levels of
predictive validity.

A second attempt to evaluate the validity of the
dependent measure involved the comparison of actual choices
with price roles. A certain distribution pattern would be
expected if the subjects are correctly classified into price
roles. First, one would not expect to find a subject who
has reportedly used price in the constraint role and at the
same time picked the most expensive brand. Second, one
would expect to observe an increase in the frequency of
attribute role as the brands become more expensive. Third,
one would expect to observe a relatively small number of
dual roles at the most and least expensive brand cells and
higher frequencies at the intermediate levels. To
investigate these possibilities the cross classification in
Table 5.2 was constructed. This cross-tabulation displays a
significant pattern (chi-square = 122.10, df = 9, p = .001).
Furthermore, this pattern is as expected: There are no
subjects in the most expensive-constraint role cell; the
frequency of attribute roles increase (3, 6, 31, 78) as the

brands become more expensive; the dual roles are
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Table 5.2

BRAND CHOICE BY ROLE OF PRICE

Constraint |[Attribute Dual Minimal
3 3 S 0
Brand A 27 27 46
(Least Expensive) 60 3 7
1 6 21 1
Brand B 3 21 72 3
20 5 30 3
1 31 37 0
Brand C 1 45 54
20 26 53
0 78 7 29
Brand D 68 6 26
(Most Expensive) 66 10 97

Cell content: Count

Row percentage
Column percentage
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concentrated at the intermediate levels (7, 21, 37, 5). The
above distribution provides at least partial evidence that
the dependent measure instrument overall produces valid
classifications. The cross-tabulations were also
constructed using the two instruments separately (Appendix
5.1) and identical patterns were observed.

Finally, the failure to observe the constraint role may
be due to a demand artifact. The experimental task itself
may possibly have disguised the constraint role by
suggesting to the subjects that they had "... decided to
buy...(and) would like to spend (about)..." The initial
theoretical arguments which suggested that the purchase task
would lead to an "evoked price" determining the amount of
perceived (financial) risk provide further support for this
argument. Although likely, this explanation does not
account for the cases where the attribute role was observed
when not expected.

The above considerations lead to a temporary conclusion
that the failure to observe the constraint-only role was due
~to the high "low" price levels inducing the desire to spend

more.

Price Difference Effects

As hypothesized, price differences did have a positive
relationship with the probability of observing the
constraint role. However, subjects demonstrating the
constraint role were also using price in the attribute role.

The finding that absolute price differences have an

effect on the role of price and on choice is contrary to
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popular belief in the pricing literature. Mostly based on
Weber’s law, earlier research postulates that price
difference perceptions are determined by the original
stimulus intensity (Monroe 1973). Within the context of
this study, the Weberian expectation would suggest that
differences in role of price or choice would not be observed
across price levels since price differences are equal in
proportion. This study, therefore, implies the necessity of
further investigation on this issue. Kamen and Toman (1970,
1971), and Stapel (1972) have also presented findings
contradicting Weber’s law with respect to price perceptions.

The operationalization of price differences in this
study, along with the findings, produce certain pricing
implications. One way to prevent the constraint role from
taking effect may be to shrink large price differences by
introducing alternative models (or brands in the retailing
situations) which split this price difference into smaller

parts.

' Price Effect

High prices were hypothesized to increase the
probability of attribute role. Possibly due to the
inability of the study to effectively simulate "low" prices,
it was not possible to support the hypothesized effect of
price. It is still possible to infer certain pricing
implications.

Both of the products in this study were rather highly
priced and durable. This suggests that most individuals are

already above their perceived financial risk threshold, and
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are likely to be sensitive to information or messages
suggesting risk reduction. Accordingly, it may be easier to
justify high price differences by focusing on avoiding the
negative rather than emphasizing a positive difference such
as more mileage, or an additional attribute. Although the
present research has not compared the ability of "positive"
statements to justify higher prices, the findings and the
initial theoretical arguments suggest the power of the
"negative" to this effect. The occurance of the attribute
role in unexpected frequencies at certain experimental
conditions is the basis of this argument.

In short, the findings have promotional implications.
For higher priced goods, or brands at the high end of the
price range, it may be more effective to suggest protection
against product failure rather than emphasize an additional
benefit to justify a price difference.

Although price has had an effect in the unexpected
direction, its influence has been explained by its direct
effect on price differences. It should be noted that this
. explanation is valid within the theoretical context of this
study. In other words, empirically, it is yet to be
determined whether price would, or it would not increase the
likelihood of the constraint role when it has no effect on

price differences.

Price and Perceived Risk Relationships

A positive relationship between price and perceived risk
has been widely accepted in the marketing literature (Assael
1988, p. 168). This relationship is based first on
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empirical findings which indicate that perceived financial
risk is a common and in many cases a very important facet of
perceived risk. Consequently, conceptualization of
perceived risk has come to include the financial facet as an
integral part of the construct. Therefore, a positive
relationship between perceived risk and price is implied by
definition. There have also been studies demonstrating this
positive relationship empirically (for example, Bearden and
Shimp 1982). The findings in this study, however, challenge
some of the widely accepted assumptions. The perceived risk
measures did not increase as expected as price levels were
raised from low to medium to high. A check indicated that
perceived financial risk did indeed increase as expected.
This leads to the implication that price may have a positive
effect on perceived financial risk but may not necessarily
have a positive relationship with perceived risk.
Theoretically, this would be possible when other variables
interact in a way to affect the other facets of perceived
risk in the opposite direction. 1In this study, the possible
interacting factor could be product category. A closer look
. at the relationship between perceived risk and price within
product categories shows a significant interaction effect
(F=3.03, df = 2, p = ,05; Appendix 5.2). It is not
possible to identify the specific variable interacting with
price as product category changes. However, there is
evidence to question the common wisdom that perceived risk
will increase as price levels increase.

Based on the above results, it is apparent that the

desired perceived risk range was not generated through price
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manipulations. More specifically, the basic premises of
this study suggest that the low price level was not
sufficiently low to generate low levels of perceived risk
and thus did not decrease the likelihood of observing
attribute role in the corresponding experimental groups. 1In
fact, the mean response (3) to the question which asks the
subjects to indicate whether the prices in the exercise were
(much higher to much lower] than expected, in absolute terms
means "about the same as I would expect." The intention was
to provide prices which were "slightly lower than expected"

or "much lower than expected" for the low price groups.

Income Effects

The arguments in the first two chapters indicated that
income, along with price, would determine the amount of
financial risk perceived and, therefore, would have an
effect on the role of price. However, the analyses did not
demonstrate these relationships: Income was not
significantly correlated with perceived financial risk or
_ with role of price. While seemingly contra-intuitive, these
findings can be explained. Monroe (1977) claims that "as
long as the alternative price offerings are within [an)
acceptable range, income or wealth is less likely to play a

significant role in the purchase decision" (p. 296).

Involvement and Product Knowledge

The effects of involvement and product knowledge were
investigated in an exploratory manner. Findings indicate no

significant relationship between these variables and role of
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price. These findings, however, are not sufficient for
rejecting possible relationships. These findings could well
be explained by the specific choice conditions imposed by
the scenarios. Product knowledge differences may have been
rendered inconsequential by forcing the subjects to make a
choice where product knowledge has no impact on interpreting
or making judgements about the trade-off dimensions.
Secondly, the choice problem was quite explicitly formulated
for the subjects, thus eliminating formulation differences
likely to result from different levels of product knowledge.
Possibly, the effects of involvement were eliminated in a
similar fashion. The choice was one closely resembling a
gamble. The correlation between involvement and product
knowledge was significant (r = .56, n = 268, p = .0001),

supporting earlier research (Sujan 1985).

Limitations

The validity of the above findings and interpretations
rest on a number of assumptions. Some of these assumptions
and other concerns need to be exhibited to outline the
limitations of the present study.

One set of limitations are methodological in nature.
First, as the study had earlier asserted, the difficulty of
manipulating the variables of interest and maintaining the
control for internal consistency had necessitated the use of
scenarios. Despite the encouraging results of the
manipulation checks, it is possible that the findings may
lack external validity. The relevant concern would be

whether the relationships would hold in the presence of
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other variables which were held constant or not accounted
for. These concerns, obviously, present opportunities for
further research.

The second related limitation is the exact nature of the
choice task. Controlling for other relevant variables, the
task presented the subjects with a "gamble" in the words of
a participant. Although it is common to make
decision-theoretic inferences from similar gambling studies
(e.g., Kahneman and Tversky 1979, Slovic and Lichtenstein
1983), it would be difficult to argue that the typical
consumer encounters such choice situations with known
probabilities and explicitly formulated trade-offs. One
advantage of the present study over those cited is the
amount of effort expanded to place this "gamble" in a common
consumer context.

The measurement instrument for the dependent variable is
also a concern because of its exploratory nature. A more
extensive protocol study may help to improve the efficiency
of the scale. The second set of limitations concern the
confounding factors in effect in this study. Without any
doubt, these concerns necessitate further research to
validate the established relationships.

The first confounding factor is the price range. 1In an
effort to manipulate price differences and to keep the
number of brands equal, price ranges varied along with price
differences. In other words, inevitably, the proportion of
price range to the reference price was equal across price
levels but different across price difference levels.

Consequently, the question of whether the "real" antecedent
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is the price range is raised. In fact, Petroshius and
Monroe (1987) claim that price range has an effect on the
perceptions of quality and value.

Another confounding factor uncontrolled for the same
reasons is the price difference between the reference price
which is provided in the scenario, and the price of the most
expensive brand. Again, this difference relative to the
reference price is constant across price levels but varies
across price difference levels. Although the issue is one
of difference, the qualitative implications of such a
finding are different.

The effects of the absolute price differences introduce
a new dimension to the above confounding factors. The fact
that the absolute quantities have a main effect suggests
that the above confounding factors--range and distance from
the reference price--should also be considered in terms of
absolute differences in future research as well as relative
differences. In absolute terms, both price range and
distance from the reference price are different in all of

~ the six experimental conditions.

Contributions

The present study was undertaken with the general
purpose of contributing to the knowledge base concerning how
individuals use price in purchase decisions. The results of
the study indicate that progress toward that end has been
accomplished on a number of dimensions. There are
theoretical and methodological contributions of the study,

as well as managerial implications and future research
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directions.

The study offers a general theoretical framework within
which the role of price can be examined. This framework
integrates the basic tenets of action theory with the
decision making literature. Although the proposed model is
likely to undergo further refinements, at this juncture, its
role in generating significant and testable hypotheses is an
important contribution. Furthermore, the ability to
integrate the findings of this study within a theoretical
context is highly desirable for both prediction and
explanation purposes.

Another contribution of the study is the development of
the role of price measure. Despite possible weaknessess of
the measure, this is an improvement in a needed area.
Traditionally, input-output analyses have been used to
understand complex decision situations and process has been
inferred from outcomes. Some researchers, who have been
bothered by the inadequacy of input-output models to guide
process research, have favored process tracing methods such
as verbal protocols, information acquisition behavior and
the like (e.g., Payne, Braunstein and Carroll 1978, Todd and
Bensabat 1987). Although process tracing methods provide
solutions to the weaknesses of input-ouput models, they
impose certain practical difficulties. Mainly, acquiring
data at the quantities required for statistical testing
(which is rather easily attainable in input-output studies)
imposes excessive time demands. The present research has
made an attempt to find a compromise alternative. The basic

premise of the instrument is to present the subject with
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condensed "models" of process (thereby getting at process
related issues) and enabling them to respond with a paper
and pencil instrument (thus saving both response and coding
time). The responses to the "other" categories (which are
actually written protocols) in both of the dependent
instruments indicate that the options (i.e., condensed
models) presented to the subjects were fairly representative
of the actual processes they went through.

The empirical findings of the study suggest some
managerial contributions. Findings indicate a potent way to
justify large price differences with "expensive" products is
to focus promotional (advertising or sales person) messages
on avoiding important negative outcomes. qﬂz:germore, there
is a strong indication that individuals do employ price as a
constraint in a choice situation with large price
differences, however, it is more accurate to conceptualize
this constraint figure with a possible deviation rather than
a set amount.

While the above are the major contributions of the
study, the other implications cited in the previous section
also provide modest contributions. Similarly, this study
suggests future research opportunities partly with respect
to the untested relationships in the original theoretical
model, and partly due to the findings challenging common

wisdom.
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Future Research Directions

In order to provide stronger arguments for the claims
made by this study, a series of research questions formulate
the short term agenda on this topic. These questions are
primarily related to the unexpected findings and the
confounding variables in this study.

One replication of this study is needed where the
difference between the reference price and the more
expensive brands are fixed across the cells as price
differences are varied in the usual fashion. Another
replication where price ranges are fixed is also necessary.
These studies would help resolve the issues related to the
confounding variables. Obviously, given the uncertainty
about the representation of price differences, these two
studies need to be conducted with relative and absolute
price differences.

Another area of needed research involves the improvement
of the role of price measure. This research would ideally
generate a comprehensive and representative set of subject
~ responses (condensed process models) from verbal protocol
studies. If successful, this measurement methodology could
be extended to other areas of research focusing on
processes.

The yet untested relationships of the model, especially,
the case where the decision strategy is to "increase
expected benefit" constitute a longer-term agenda. Whether
the different decision strategies do actually lead to
different uses of price in the decision process can be

studied by replicating this study by changing the trade-off
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item to a positively stated difference such as pounds of
laundry washable in one use, or guaranteed miles of use with
a tire, etc. Testing of the theoretical model as a whole is

obviously a major future challenge.
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APPENDIX 3.1

INITIAL PRODUCT LIST

Oresd.ccocecccccccccccccce
R84108.cccsccccccccccaccs
AutonodileB.cccccccccccas
BicycleB.icccecccccccccces
stereo Sound Systens.....
BlanketB.cccccccoccccccne
Blov DIYyer8ecccccccccccce
Video ConOTES.cccosccccne
Carpeting.cccecccccccccce
WPYPO.ccccccccccccscses
€0188.cccccccecccccccccns
Vashing Machines..cccveee
PireB.cccccccccccecescene
BOth 808P ccccccccccncnne
Telephones.cccccecscccess
Refrigerators.ccccccecces
SNO8B.coccccecccsscsvcscne
TV BetBecccccocccccccscns
SVedterB.ceccccccvccccnes
Vitaains.cccccccosccccnce
Video Cassette Recorder..
8888 .cccccecccccccscccsee
80L88.ccccccccccccsoccens
BOOT.ccccvcrccccccccscnne
BOUSES.cccccvovcoccssscsne
WateReB.coccccocrcsccccne
Persens) Coaputers..ccc..
3% an SL Reflex Caserss..
TYPOVEiterB.icoccccccececs
Deodorent/Ant iperspirant.
Clothes Dryers.cccccecece
Caleulators.ccccccccccees
Vecuua ClOaNErB.ccccccces
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APPENDIX 3.2

PRODUCT CATEGORY RATING INSTRUMENT FOR JUDGES

Dear Participant:

First, wve would like to thank you for agreeing to act as a judge
in our research. Your cooperation is much appreciated. Please
take a few minutes to acquaint yourself with the task and its
objectives before you move on to complete the questionnaire.

A list of product categories are provided below. Some of these
will be eventually chosen and used in an experiment where indi-
viduals will be asked to make choices in one product category
among several alternative brands. You are asked to assist in the
selection of these product categories.

It is essential that the selected product categories satisfy cer-
tain conditions on a number of factors. What you are asked to do
is to rate each product category on these given factors. Your

role as a judge is to tell us how you think most people would
feel about the given product categories.

We hope this does not tax your already scarce time and, if you
can, your timely response will be appreciated.

Again, thank you.

Dogan Eroglu
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1. For the following products indicate whether most individuals would per-
ceive high or low non-price differences across brands. Please circle the
appropriate number, 1 Senofing very low perceived difference and 7 denoting
very high perceived difference.

very low very high
Product difference difference

Bredd..ccccecccccocscrescncel ?
R8dIO8.ccovscenccccconsencel
AUtoBODile@B.ccccccrcccnsacsld
picycles.ccceoccccccsacecceld
Stereo Sound Systems.......}
BlanketB.cccreccorcccscsncel
Blov Dryers...cccccccccceceeld
Video Cameras......ccecoeeel
Carpeting.ccceccccccccccseeld
1111 1 [ F R T T |
COlBB.coceccrcecrcccncccnasld
Washing Machines...........1
k2§ £ 1 JOrO P |
Bath 808P ccccscccosccsensald
Telephones......ccccoeecevsel
Refrigerators...cccecceeesel
[ 1.1 1 PO RS §
TV S€t8.cccvcccccrcnccccensld
SVeaters...ccvceecceccncceed
Vitamins....iccceececcesnceeld
Video Cassette Recorder....l1
Beds...cccceveccncanrecccaed
[ 1-3 £ 1 FO s |
| 7 1 7 SO §
MOUSES..coccecceccronncaensld
Watches...cccccececccccneesl
Personal Computers.....ccc.l
35 ma SL Reflex Canmeras....l
Typevriters....ccecevcecccsl
Deodorant/Antiperspirant...l
Clothes Dryers...ccceoveee0l
Calculators...ccocevcncenesl

NONONNNNNYNNNNNNNNDNNN Y NVNY DN NNV YN VYNV NN e
[T T SR R VR VR T B = B R I R N I I~ I = v e v ¥ R v ¥ R ¥ I I ¥ I ¥ I % R ¥ R ¥ ]
& S o o & & & & & A > > a2 a2 a2 > s s > > a2 .. o & &
P I . . . L B B R DB R TR T T T T BT T T BT R T R T T N TR BT BT BT T R )
o & & & & & & & & & &>

?
?
?
?
?
?
7
?
?
?
?
?
?
?
?
?
?
7
?
?
?
?
?
?
?
7
?
?
?
?
?
?

Vacuua Cleaners.......ccceel
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2. 1Indicate whether certain individuals would be significantly more famjil-
iar with the following product categories than other individuals due to
income, gender, age, or other characteristics. Please circle the appropri-
ate number where 1 denotes very low differences in famil;ggi§¥ with the
product category and 7 denotes very high differences in familiarity with the
product category.

very low very high
Pproduct difference difference

Bredd..ceccccecececcocccncel
ROALIOB.cccccccscccssssonnseld
Automobiles.cceececccoccensd
Bicycles..cccccccccccccccesl
Stereo Sound Systeas.......1
BlanketB..cccoocrscccecasccal
Blov Dryers.ccceccesecccacel
Video Comeras....cccoccveeed
Carpeting...cceeccceccsccccel
PTT-T-7 1- 1 P R R PR R XD ¥
COlaAB.ccocscncscaccnssanaaeld
Washing Machines...........1
Tires..cccccecnncacerccacsald
BAth 808P .ccccccccccccccceel
Telephones..ccccececcsccnsel
Refrigerators...cccccceoceeld
ShO@S..ccceteccccnccsccncseld
TV SetB.cccvccccccccccccnneld
SWeAtersS...cccccccercscancseld
Vitamins..cccoceeeccnccncneld
Video Cassette Recorder....l
Beds...cccccoccesscccrcancael
SO0fA8...cccccetccccnscoccasal
[ 7 1 ] S §
NOUSeS..cccoccvcccnccccnnaeld
WatcChes...cccvcecenccccnnesld
Personal Computers.....c.s.l
33 an SL Reflex Cameras....l
Typevriters..cccoececcoccceld
Deodorant/Antiperspirant...l
Clothes Dryers...cccceecceel
Calculators.cccccecccscnacel

NONNNN NNV NNNNNNN NN Y NN NN YNV NN YYDV VNN
W W W W W W Y YUYWV YW WYYV VU WU VYWYV VWV VUV YV YUY v v ae
& & & & & & b s s s s s> s s s 2 2
[T ST Y Y S N T B BT BT BT T T T B R T T BT BT BT I T R T T R R T BT BT R T RN T BT B R R
o & & & & & & & & & &0 >
NN N N N N N N YN NN N N NN NN N NN N NN N Y NN NN N NN

Vacuunm Cleaners.....c.ccoe00el
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3. Indicate whether you think most individuals are likely to purchase the
following products very frequently or very infrequently by circling the
appropriate number. 1 denotes very infrequently and 7 denotes very
frequently.

very very
product infrequently frequently
Predd. cccccecccccccccccnned ?
RadiO8..cccsccrcccccassnccald
AutomobileS..c.cccooccccnacsed
Picycles...cccececenscnsacel
Stereo Sound Systess.......l
DlanketsB..cccceoscssccccsscl
Blovw Dryers..cccccccecccescd
Video Cameras......ccccceeed
Carpeting..cccceccccccccccesld
p7TT-T-1 11 F O R R R R R R Y §
(-2 ¥ 1 FO S S |
Washing Machines......ccc0s
Tires...cccveecvnccsccencesld
Bath 808P.ccceccsecccccncesld
Telephones....cccceececseseld
Refrigerators.....ccccccce.l
BhO®B..cccooeeccccccccccceeld
TV S@t8...cccvevvccccnncnsnel
SVEAtErS. . .cccccterccscsanenal
Vitaming.ccoeccocccccnceceeld
Video Cassette Recorder....l
BedS....cccocce0vcccccncscal
[ -1 7 1 FA A §
| 7 1 1 SO §
MHouses.......ccootcve0000000l
[ [ 17,7 1 JO P §

Personal Cosputers.........l1

35 ma SL Reflex Cameras....l
TYPEVWTiters. .ccococeccccnsel
Deodorant/Antiperspirant...l
Clothes Dryers....cccceeeesl
Calculators..cccceecccrccnsel

NONNNN N NNV NNV DYDY YNV YD e 'N LI - B VRN VI VI VI N )
o W W W v W W W W W W W VW W VWV Y W YW WY VY WYY VY VY W Yy v
VY Y Y Y T R Y Y S T R S S S N T R T Y Y Y S S S S S S b' o & & &
[V T T DT BT BT BT R B RN B B RN B TR BT R B T T B BN T DR T BT B R DT BT R BT T R
*a & & & & & & & & & &
NN N NN N Y Y Y NN NN NN Y N N Y NN Y ey N \l. NN NN Y99

Vacuus Cleaners...ccocceeeel
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oduct categories
. lease indicate how much perceived-risk the following pr

v;uldpir‘\;uce in most ople. ‘x’: other words, how uncomfortable vo:lg tr}iy
feel about their ability to make the right choice when they are no a_m; x:r
with brand-names? circ¥c the appropriate number where 1 denotes no risk a

all and 7 denotes extreme risk.

not st all extremely
Product risky risky
Bredd...cce0cvccccccccnscacd ?

RadIOS..ccccccrcsccsoccncaceld
Automobiles..cccoocccrcoesesd
Bicycles..ccooecccnccrccsaed
Stereo Sound Systems.......1
BlanketsS.cccccccccrcrcrccssd
Blov Dryers.ccceccecccsccsel
Video Cameras....cccoccveeel
Carpeting..ccececcccccscccsld
QYR Qg@. . cccevcctcssccncansald
COlaB.ccoccceccvcncccscnansld
Washing Machines...........1
Tires..ccceccecccrsoncnccaeld
Bath 808P .ccoccccseorvnnceeld
Telephones..ccccevcescencael
Refrigerators..cc.ccceoeeeeceld
L LT 1 O I AP §
TV BetB.ccccccccrcccnscncesld
SVeaters..cccccecccccccscnel
Vitaming..cccocecnccccnsccel
Video Cassette Recorder....l
Bed8..ccctcececcceccnssnensl
[ 11 4 1 AP §
Beer..ccccceccnrcrssncsnensld
MOUBES...cocovveccccccnssaed

WatChes..cooevccvccnscssased

NN N N N N N NN Y Y YN Y Y Y Y Y Y Y Y Y Y N Y e

Personal Computers.........l
35 ma SL Reflex Camerass....l
TYPevriters...cccocceeeceeed
Deodorant/Antiperspirant...1
Clothes Dryers.....ccece0eel

Calculators...cccevececenaed

LA . 2 Y R R I ¥ O P I O VR VRN VI R VR VIR VI VR VI VI VR VR VIR VI VRN VIR VRN VI ¥
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Vacuus Cleaners.......cc...l
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APPENDIX 3.3

PRODUCT CATEGORY RATING INSTRUMENT FOR SELF

Dear Participant:

First, we would like to thank you for agreeing to assist us in our
research. Your cooperation is much appreciated. Please take a
few minutes to acquaint yourself with the task on each page

before you move on to ansver the questions.

Basically, ve are interested in finding out about your feelings
and opinions about a number of product categories.

We hope this does not tax your already scarce time and, if you
can, your timely response will be appreciated.

Again, thank you!
B

Dogan Eroglu
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1. For the following products please indicate whether you perceive high or
low non-grice differences across brands. For example, do you think there is
much difference between Renmore, Westinghouse, GE, (and other brands you
know) brand dishwashers, other than price? Please circle the appropriate

number for each product category: denotes very low perceived differences
and 7 denotes very high perceived differences.

very low very high
Product difference difference

Bread..coccececevcecsscccessld
RBBIOB.cccecrccccccccncaceald
AUtORODileB.cccescccaceannaed
BicyCleS..ccceecccccccccccensl
Stereo Sound Systems.......1
Blankets..ccoecccccsccccacel
Blov Dryers..ccccoccceccasecsl
Video Cameras.....ccccoc.e.l
Carpeting..ccececccccccccceal
P TT- -1 1- | FOAR P §
COlaB. . cceeeerccccccncnnonald
Washing Machines...........1
Tires...cecccecveccccecccsal
Bath B08P.ccsccsscccccanansl
Telephones...ccooveeeacacaal
ReIrigerators..ccccececcccaal
ShO®S...ccoececvccsccncacsad
TV Set8.cceccecccccccnnasnseld
Swedters...ccccecccccccnccesl
Vitaming...cceeeeecccconnseld
Video Cassette Recorder....l

LU T R I T I I R T T R T I T R R T T R T R T T T BT R ]

| L 1| SO A §
BOf88.ccoccecreroccccacccesl
BeeT..ccvcecrecnscecccsanesl
HouseS...cocevevecconnnscceld

WatCheB. . coovocvcasencnceeal

& & & & & & b s a2 > > > a2 s > s > 2 > >

Personal Computers.........1
35 ma SL Reflex Cameras....}
TYypevriters...cccoccceccceeld
Decodorant/Antiperspirant...l
Clothes Dryers....ccccoceveel

Calculators..ccceeeennnnceal

NONNNNNNNNNNYN NN NNNYN NNV NV VNV VY
WY W W W WY W WYY YWY VWU W W VYUV WY W VYW YW W W v v aww
*o & & & & & & & &0 & & & 0 &0 & &0 0 0 &0 000 00 & 0 & 0 & 0 0
W N N N N SN SN N N NN N NN N Y NN N Y Y N N NN N N Y N N YN

[ I T I BT RTINS

o & & > o »

Vacuum Clesners.....cccc00.1
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2. Please indicate how familiar you are with the following product catego-
ries by circling the appropriate number where 1 denotes very low familiarity
and 7 denotes very high familiarity. You may consider yourself familiar
with a product category for reasons other than personal use. For example,
you may have read about it, heard a friend talk about it, etc.

not at all ve
Product femiliar ) teniliar

Bredd.ccccccccssscccncccscel ?
RediO0B.cscccsccscsccscvenael
Autosobiles...ccceccecnccnel
Bicycles.ccoccccscoccncrcceld
Stereo Sound SystemsS.......}
BlanketS..cccccssccscccsccal
Blov Dryers..cccccoccccccccel
Video Cameras..cccccecceccel
Carpeting.cccecccccccsnscasld
7111 T 1- 1 A rapupi s |
COlBB.ccccrcoccsacsscccccceld
Washing Machines.....ccecc0d
Tired.cccccceccscccccncesesl
BAth BOBPcccccsecsssscccnscsl
Telephones..ccccccoccccceseld
Refrigerators..ccccccesscsel
BNOBS.cccocsocccocscssccncal
TV BetB.cccvcccccccccsconnel
[ 17T 173 7 i e |
Vitamins...cccececcncccncneeld
Video Cassette Recorder....l
BedB. ccceccccsccccnsnannasl
8088 .cccecceccccscncnnnnnald
| L A §
Houses....ccoeeevveneccnnnsald
L L1717 1 DS §
Personal Cosputers.........}
35 ma SL Reflex Cameras....}
TYPevriters...cocecvecccceel
Deodorant/Antiperspirant...1
Clothes Dryers.....cccecee.l

Calculators...ccceeccocccesal

NONNNNNN NNV NN NNV NNNYNNNNDNYN NN VNNV e
[V R ¥ ¥ RV R Y I "~ I T T I R - B R - I I = I I I I I N I I R T R Y R I Y " I - I~
o & o & & & & o > > s> s s> > > > 2 > >
(Y T T N T T N B R TR D B T B R T R I B T R T R T T R R
® & & & & & & & & & & & &0ttt
NN N NN N9 N N YN N YN YN Y Y YN Y YN Y YN N Y Y Y Y9N

Vacuum Cleaners......c.c....l
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3. Please indicate how frequently you purchase the following products by
circling the appropriate number: 1 denotes very infregquently and 7 denotes
very frequently. Circle 0 if you have never purchase the product.

very very
rrodyct intrequently frequently
Bredd..cccocecccecccacccsd Y 2 J ?
RBAL0B.ccccccccssccccccssd
AutomoDiles.ccccceiccecesd
Bicycles..ccceccccccccacecsd
Stereo Sound Systems.....0
BlanketB.ccceccccccacecesd
BloVW Dryers.cccccccccccesd
Video Cameras.....cccc0..0
Carpeting..cccccecccccccesd
VT T- 7Y T )
COlAB.ccrtccocscsncsccssssd
Washing Machines.........0
TireS..cceccccccccesacased
Bath 808P .cceccccccccsss 0
Telephones..ccceccecccnesd
ReLTigerators..ccccccecses0
BhOGB..cccccccsccccccnsesd
TV BetB.coccvcccccccccnsed
BYEALErB.cccccccssccccscsd
Vitaming.cccceeccceccenssd
Video Cassette Recorder..0
BDeAS. . ccscssssscsccceasesld
[ 1-7 £ 1 TS e |
BDOOr.cccccccccccccccansssd
NOUBES..ccocccccecccccessd
WatCheS..ccecccccccccnessld

Personal Computers.......0

3S ma SL Reflex Cameras..O
TYPevriters...ccocceeeees0
Desodorant/Antiperspirant.o
Clothes Dryers.....ccc...0
Calculators..ccccecececcs.0

L I I O S I I S I I T VR I O S R O Y I I I I
NONNN NN N NN NNRN NN NN NN NN NN NN NN NN NN N
[ PR P P T T Y T Y Y R Y T T ¥ Y Y R Y I T R ¥ Y I I Y I V)
P O Y Y N Y N N Y S S Y T T S S S S S S S S S S
L o T T I I T Y BT " R R T T Y BT T N N Y ™ T ST S T N Y N T T WY N I IV )
& & 6 6 &6 & & & & &G K G EESS LN Ne eSS eeeo0
W 9 9 9 9 8 N NN NN YN YN NN YN NN Y YN Y Y NN Y NNN

Vacuus Cleaners..........0



123

4. How risky would you say it is to buy an unfamiliar brand of the follow-
in roducts In otxcr vords, how comfortable would you feel about Xour
abglgty to make a good choice if you were not familiar with any of the
brand-names? Please circle the appropriate number for each product category,
vhere 1 denotes no risk at all and 7 denotes extreme risk.

mot at al} extremely

Product risky risky

Bredd.cceescccscccccccccsneld
R34i0B.ccccevccccencnccenssld
Automobiles.cccccceccccacseld
Bicycles.ccceecssscscsacseeld
Stereo Sound Systems.......l
Blankets..cccvceccccccanseeld
Blov DryersS.ccsceccccccccceld
Video Cameras....cccececeeel
Carpeting..coceccccceccccasl
70T T 1 FOT TS §
COlaB..ccececscccccsossnenal
Washing Machines....cccceeed
PireB.cccecescrccccsoccccced
Bath S08P.cccccsssvocsccnccl
Telephones..c.ccccvececncnsed
Refrigerators....cococeeeessd
L LT | PR |
TV Set8.cccccccceccnccsnveed
E 14 111} { F N
Vitamins...ccoececcecccccsnsl
Video Cassette Recorder....1
Bed8. . cccecccctcccccsccesanld
B0f88..ccccctcccescccaccnecd
| [ 3 SO R |
BOUSeS...ccocvvtceccacacnasl

WatCheS.coocoscccooscsssnael

o & & & & s s> 2> 2 > > > > > > > e
NN N NN N YN NN N NN Y Y YN Y N YN N Y Y Y e evwae

Personal Computers......ec.l
33 ms SL Reflex Cameras....l
Typevriters....cccceecceccssld
Deodorant/Antiperspirant...l
Clothes Dryers......cccceesl
Calculators...ccceeeienanassld

N NNNNN NN NN NNN N NNN NN NN N NN NN NN NN
LA R T Y I S S ¥ v ¥ ¥ ¥ R ¥ R Y Y Y Y Y L T Y Y R Y I I Y Y]
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L I T R S Y N T T Y U SR SR YR W S YR Y S N N W S S S S S S S S S Y

o & o o a o
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Vacuum Cleaners.....ccceecel
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APPENDIX 3.4

RATINGS ON TWELVE PRODUCT CATEGORIES

Product Perceived non-
Cetegories |price differences | Perceived Risk |Purchase Frequency|Familiarity
pean [st. dev. mean [st. dev. mean [st. dev. pesn Bt.dev.
Automsobiles
self 5.7 1.4 6.4 0.7 2.6 1.8 4.9 1.2
Judge 6.7 0.3 7.0 0.0 1.9 1.4
Stereo Sound Systeas
self 5.4 1.1 5.6 1.0 1.7 0.9 3.3 1.6
Judge 5.3 1.2 S.4 0.7 1.6 0.7
Video Cameras
self 4.6 0.9 5.7 0.7 0.6 0.7 2.7 1.4
Judge 5.8 0.7 S.6 0.5 1.3 0.5
Carpeting
self S.4 1.0 $.9 1.2 2.1 2.4 4.1 1.7
Judge 4.8 1.2 5.3 0.7 2.0 0.9
Tires
self 4.7 1.0 5.6 1.1 3.2 1.8 6.1 1.4
Judge 4.6 1.5 5.1 1.1 2.8 1.4
Video Cassette Recorders
self 5.0 0.9 5.0 1.5 1.7 1.3 3.8 1.8
Judge 4.9 1.5 $.4 0.7 1.6 0.7
Houses
self 6.1 1.4 6.8 0.4 0.9 0.8 4.2 2.0
Judge 6.8 0.7 7.0 0.0 1.3 0.3
35 =n. SLR Cameras
self S.2 0.8 4.8 0.7 1.2 1.1 3.6 1.7
Judge 5.3 0.9 5.3 1.3 1.6 0.5
TV Sets
self 5.3 1.0 5.7 0.7 3. 1.9 .9 0.8
Judge 5.4 0.5 5.1 0.8 2.0 0.7
Vatches
self 4.7 0.7 3.9 1.4 3.0 0.9 6.4 0.7
Judge 5.7 0.9 4.3 1.0 3.2 1.1
Clothes Dryers
self 4.0 0.9 4.7 1.3 1.4 1.3 3.8 102
Judge 4.3 0.9 4.5 1.2 1.7 0.7
Calculstors
self 3.3 1.3 4.0 1.3 3.3 2.1 4.1 1.8
Judge 4.2 1.1 3.6 1.1 2.8 0.8
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APPENDIX 3.5

DECISION MATRIX

Criterion Product Category
veR Vatch Video Camera | Clothes Dryer
Perceived
Risk Score 70 74 74 74
(16 to 112)
Involvement
Score 109 121 97 102
(20 to 140)
Price Range $150-$800 $15-$300 $700+ $250-$750
Category same vith different same wvith different
Similaricy video canm. VCR
Ease of matching too fev
the number of oK “real” oK oK
sttributes sttributes
Performance with
scales OK OK oK oK
Perceived non-
price differences 4.9 5.2 S.2 4.2
(1 to 7)
Tamiliarity 3.8 4.4 2.7 3.8
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APPENDIX 3.6

ORIGINAL PERCEIVED RISK SCALE ITEMS

Please indicate your ansvers to the following questions by circling the appro-

priate number on the scale immediately to the right of the question.

1. Hov certain are you that any brand name of
clothes dryers will wvork satisfactorily?

2. Howv confident would ¥ou say you are about
judging the quality of clothes dryers?

3. How confident are you that the purchase
of a clothes dryer is a good investment?

4. Can almost any shopper predict what the bad
results will be if a clothes dryer fails?

S. What are the chances that you stand to loose
money if you buy an unfamiliar brand of clothes
dryer (either because it will not work at all,
or because it costs more than it should to keep
it in good shape)?

6. What is the likelihood that there will be
something wrong with an unfamiliar brand of
Clothes dryer or that it will not work
properly?

7. What are the chances that an unfamiliar
brand of clothes dryer may not be safe: i.e.,
may be (or become) harmful or injurious to you?

8. What are the chances that an unfamilijar
brand of clothes dryer will not fit in well
vith your self-image or self-concept (i.e. the
way you think about yourself)? .

9. What are the chances that an unfamiliar

brand of clothes dryer will affect the way others

think of you?

10. We all know that not all products work as
vell as others; compared to other products, how
such danger of unvanted conseguences is there

in trying a brand of clothes dryer that you have
hever used before?

11. Buying a product that does not give you bad
results may be more important for some products
than for others. How important would you say it
is for a clothes dryer not to be unsatisfactory?

ve
unEZrtnln
1 2 33

not at all
confident
1 2 3

not at all
confident
1 2 3

ve
uni!koly

1 2 3
low

chance
1 2 3

ve
uniXkoly
1 2

low
chance
1 2

low
chance
1 2 2

low
chance
1 2 3

low
danger
1 2

not at all
important
1 2 3

very
certain
6 7

very
confident
6 7

very
confident
6 7

ve
11:!1y
6 7

high
chance
6 ?

ve
liizly
6 7

high
chance
6 7

high
chance
6 7

high
chance
6 7

high
dangcr
6

very
important
6 7
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12. How inﬁortant wvould you say is the investment
you are making to buy a clothes dryer?

13. How annoyed would the typical shopper be if
a clothes dryer failed to perform as expected?

14. How undesirable would it be for xou if you
lost money because the brand of clothes dryer
you bought did not perform as expected?

15. How important is it that the clothes dryer
you purchase works properly?

16. How important is it that the clothes dryer
you purchase does not harm or injure you?

17. How important is it that the clothes dryer
ou purchase fits in well with your self-
mage or self-concept?

18. How important is it that the clothes dryer
you purchase affects the way others think of you?

19. On the whole, considering all sorts of
factors combined, about how risky would you say
it is to buy an unfamiliar brand of clothes dryer?

20. Given the potential expense, how much risk do
ou believe would be involved with purchasing a
rand of clothes dryer?

not at all very
important important
1 2 3 4 S 6 7
not at all very
annoyed annoyed
1 2 3 4 S5 6 7
not at all very
undesirable undesirable
1 2 3 4 S5 6 7
not at all very
important important
1 2 3 4 S 6 7
not at all very
important important
1 2 3 ¢4 S5 6 7
not at all very
important important
1 2 3 4 S 6 7
not at all very
important important
1 2 3 4 S5 6 7
not at all vcrx
risky risky
1 2 3 4 S5 6 7
none very much
1 2 3 4 S5 6 7
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APPENDIX 3.7

SIXTEEN ITEM PERCEIVED RISK SCALE

SCEXARIO: TEIS I8 TEE SITUATION WE WOULD LIKE YOU TO INAGINE

Imagine that you have decided to buy & clothes dryer.
You would like to spend somewhere in the neighborhood of
$700 for this clothes drye:r.

Please ansver the folloviang questions with the adove situation ia mind. Iandi-
cate your ansver by circling the appropriate aumbder on the scale immediately to
the zight of the Qquestioa.

1. What are the chances that you stand to lose low high
money 4f you buy an unfamiliar brand of chance chance
clothes dryer (either because it will not 1 2 3 4 5 €6

work at all, or because it costs more than
it should to keep it in good shape)?

2. What 4s the likelihood that there will be unlikely likely
something wrong with an unfamiliar brand of 1 2 3 ¢ 5 6
clothes dryer or that it will not wozk
properly?

3. What are the chances that an unfamiliar low high
brand of clothes dryer may not be safe: chance chance
i.e., may be (or become) harmful oz 1 2 3 4 85 6
injuzious to you?

4. What are the chances that an unfamiliar low high
brand of clothes dryer will not fit in well chance chance
with your self-image or self-concept (i.e. 1 2 3 4 8% 6
the way you think about yourself)?

$. What are the chances that an unfamiliar low high
brand of clothes dryer will affect the way chance chance
othezs think of you? 1 2 3 ¢ 8 6

6. We all know that not all products work as low . high
well as others: compared to other products, danger danger
how much danger of unwanted consequences is 1 2 3 4 5 ¢

there in trying a brand of clothes dryer
that you have never used before?

7. Buying 8 product that does not give you unimportant important
bad results may be mozre important for some 1 2 3 ¢ 8§ 6
products than for others. HRow important
would you say it is for a clothes dryer
to be satisfactory?

8. How important is the amount of money you unimportant important
aze paying to buy this clothes dryer? 1 2 3 ¢ $ ¢

CONTINUED ON NEXT PAGE
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RECALL TEAT TEE SITUATION WAS:

Imagine that you have decided to buy a clothes dryer.

You would like to spend somewhere in the neighborhood of

$700 for this clothes dryer.

(QUESTIONS CONTINUED)

9.

10.

1.

12.

13.

bY I8

15.

16.

fow undesizrable would it be for you if you
lost money because the brand of clothes
dryer you bought did not perform as
expected?

How important is it that the clothes dryer
you purchase works properly?

How important 4is it that the clothes dryer
you purchase does not harm or injure you?

How important 4is it that the clothes dryer
you puzchase fits in well with your self-
image or self-concept?

Row important is it that the clothes dryer
you purchase affects the way others think
of you?

On the whole, considering all sozts of
factors combined, about how risky would
you say it is to buy an unfamiliar brand
clothes dryez?

Given the potential expense, how much risk
do you believe would be involved with
purchasing a brand of clothes dryer?

Row annoyed would you be if the clothes
dryer you bought failed to perform as
expected?

not at all
undesirable
1 2 3

unimportant
1 2 3

unimportant
1 2 3

unimportant
1 2 3

unimportant
1 2 3

not at all
risky
1 2 3

very little

1 2 3
not at all
annoyed

1 2 3

very
undesizable
6 7

impoztant
6 7
important
6 7

important
6 7
important
6 7

very
risky
6 7

very much
6 7

very
annoyed
6 7
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APPENDIX 3.8

PRODUCT KNOWLEDGE SCALE - VCR

Please ansver the folloviang guestieas te the best of your kaoviedge.

1. In the Lsnsing area, please name all the ptoges that you can thimk
of that carzy VCR's.

2. Bave you ever purchased a VCR?

{] Yoe®.coceovoes Bov many?
{] %o

3. Do you presently own a VCR?

{] Yes
() wo

4. Please 1ist all the Drands of VCR’s that you know of.

S. Please list, in their order of importance, the features you think are
important when evaluating VCR’s.

1.— ‘. ,.
z. ,t .0
’. ‘. ..
6. Bave you ever read informstional material (WMQ)
such as Consumer Reports oz & newspaper article ut VCR’'s
{] Yes
() wo

7. Bave you ever received information about VCR’s from someone you would con-
sider an expert (oth han a

{) Yes
() ®o

8. Aze h;ghot priced VCR’s bettez than lowver priced ones with the same fea-
tuzes

- () Yes
() Sometimes
() wo

(] Don’t know
CONTINUED OM WEXT PAGE
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(QUESTIONS CONTINUED)

9. If a friend requested your advice for purchasing a VCR, hov confident would
you feel in advising this person?

Not at all confident Very confident
1 2 3 4 L 6 7

10. Bow familiar would you consider yourself with VCR’s?

Mot at all familiar Very familiar
1 2 3 4 H) 6 ?

11. Which of the following VCR technologies is more common?

Beta.

VBS.

Super-VRS.

Beta and VES are equally common.
Don’t know.

o~ e g
— St e B

12. Wnich of the following features is not associated with VCR’‘s?

[) Frame advance.
[] Code modifier.
[] Auto index.
[] Fine edit.
[] Don’t know.

13. which of the following is not a tuner iypo used in VCR’Ss?

Quart:z synthesized.
Electronic veractor.
Voltage synthesized.
Transistozr-logic monitor.
Don’t know.

— s e e o
— et et Gt et
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APPENDIX 3.9

PRODUCT KNOWLEDGE SCALE - DRYER

2lease ansver the folloviag questioas te the Dest of your kaovledge.

1. In the lansing area, please name all the stores that you can think
of that cazry clothes dryers.

2. Bave you ever purchased a clothes dryer?

(, Y¥e8.c0cc00... BOWw -n¥7
() Mo

3. Do you presently own a clothes dryex?

1 You
14 No

4. Please list all the brands of clothes dryers that you know of.

S. Please 1ist, in their order of importance, the featuzes you think ere
important when evaluating clothes dryers.

e 4. 7.
2. S. s.
3' ‘t ’.
6. Rave you ever read informational material (other than promotional material)
such as Consumer Reports or & nevspaper article about clothes yers
() Yes
()} o

7. HRave you ever received information sbout clothes dryers from someone you

would consider an expezt (other than s salesperson)?

{) Yes
(] %o

8. Are higher priced clothes dryers better than lowver priced ones with the
same features?

() Yes
() Sometimes
() No
(] Don’t know

CONTINULD ON WEXT PAGE
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(QUESTIONS CONTINUED)

9. If a friend requested your sdvice for purchasing a clothes dryer how confi-
dent would you feel in advising this pezrson?

Not at all confident Very confident
2 3 L} S 6 7

10. Bow familiar would you consider yourself with clothes dryers?

Mot at all familiar Very familiar
1 2 3 4 L 6 ?

11. Which type of clothes dryer costs more to purchase?

{) Gas.

[) Electric.

() No difference
{) Don’t know.

12. Which type of clothes dryer costs more to operate?

[) Gas.

[) Electric.

[) No diffezence
[] Don’t know.

13. Which of the following is a feature not associated with clothes dryers?

Drum light

Moisture sensor
Jog-shuttle
Microwave technology
Don’t know.
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APPENDIX 3.10

ROLE OF PRICE MEASURE I

Belov are a aunber of ways that you could bave arrived at the your cdoice ia
this exercise. Please read all of them carefully and indicate the category
that best descrides the way you made your cboice by eircling the appropriate
sumber. If you think that mocne of these categories adegquately describes the
vay you made your choice, thea check “otder” and descridbe the way you made your
ehole: t: :ho space provided. Remeader that ve are asking you hov you made
your decisiea.

INPORTANT: Please make sure that you do aot circle more than oae aumber.

1. I bought the least expensive brand available vithout even considering the
featuzes of the alternatives because the prices were too high.

2. I bought the least expensive brand available because after careful consid-
eration I decided that the diffezences in the brands do not justify the
diffezences in the prices.

3. I bdought the brand with the price which matched what I was prepared to pay
befoze I savw the alteznatives.

4. Tizst, I eliminated some of the brands because they were too expensive to
even consider. Then, for the remaining brands I tried to evaluste which
brand offered the best product for the best price.

S. For all the available brands, I tried to evaluate which brand offered the
best product foz the dbest price.

6. I bought the most expensive brand available because after careful evalua-
tion I decided that it offered the best product for the best price.

7. I bought the most expensive brand available because I believe that higher
priced VCR’s offer better qQuality.

8. :ouqht the brand which I thought was the best without considering its
price.

9. Other (please specity)
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APPENDIX 3.11

ROLE OF PRICE MEASURE II

We are iaterested ia £inding out hov you used the price ef the VCR
ia your decision. Belov are & mumber of ways that you eould have
used price to arrive at the choice that you reported inm this exer-
cise. Please read all of them carefully and indicate the one cate-
gory that dest describes the vay you used price ia your decisiea.
Indicate your ansver by oircling the appropriate aumber. If you
think that mone of these categories adequately desoribes the way
you used price, thea eircle "other” and descride your way ia the
space provided.

INPORTANT: Please make sure that you do mot circle more than one
auaber.

1. Pzice was not & factor in my decision.

2. I used price to guess which brand had the
highest quality.

3. I weighed the differences in price with
the additional benefits of the more
expensive brands to find the best offe:x.

4. I bought the least expensive brand with-
out considering the additional benefits
of the more expensive brands.

S. First, I eliminated some of the brands
because they were too expensive. Then,
for the remaining brands, I weighed the
differences in price with the additional
benefits of the more expensive brands to
determine the best buy.

6. Other (please specity)
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APPENDIX 3.12

PRICE & REPAIR RATE INFORMATION FOR THE TREATMENT CONDITIONS

High Price Difference Low Price Difference
(15%) (3.3%)
P = $547.50, RR = 39% P = $§665.00, RR = 13%
High Price P = $652.50, RR = 27% P = $688.25, RR = 10%
(P = §700) P = $§757.50, RR = 168 P = $712.50, RR = 7%
P = $§862.50, RR = 43§ P = §735.00, RR = 4%
P = $387.50, RR = 39% P = $475.25, RR = 13%
Medium Price P = $462.50, RR = 27% P = $491.75, RR = 10%
(P = $500) P = $537.50, RR = 168 P = $508.25, RR = 7%
P = $612.50, RR = 4% P = $§524.75, RR = 4%
P = $232.50, RR = 39% P = $285.00, RR = 13%
Low Price P = $277.50, RR = 27% P = $295.00, RR = 10%
(P = $300) P = §322.50, RR = 16% P = $305.00, RR = 7%
P = §367.50, RR = 4% P = §315.00, RR = 4%

RR: Repair Rates
P : Average Price
P : Price
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APPENDIX 3.13

REPAIR RATE CALCULATIONS

Model: TC = (1 / (1 - p)) NC
Low Price-Difference Levels:
Given: p = .04 @ NC = $315

TC = (1/ (1 - .04)) xX 315

328
Given: TC = 328
@ NC = 305
P=1- (305/ 328) =1 - .929 = ,07
@ NC = 295

p=1- (295 / 328)

1 - .899 = ,10
@ NC = 285

p=1-~- (285 / 328)

n
[
]

<868 = .13

High Price-Difference Levels:
Given: p = .04 @ NC = $367.50
TC = (1 / (1 - .04)) X 367.50 = 382.20
Given: TC = 382.20
@ XNC = 322.50
pP=1-~- (322.50 / 382.20) = 1 - .843 = ,16
@ NC = 277.50
p=1- (277.50 / 382.20) = 1 - .726 = ,27
@ NC = 232.50

p=1- (232.50 / 382.20) =1 - .608 = ,3}
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APPENDIX 3.14

HUMAN SUBJECTS MATERIAL

MICHIGAN STATE UNIVERSITY

UNTVERSITY COMMITTES ON RESIABCH INVOLVING BAST LANSING ¢ SOCHOGAN © a882¢- 111}
WUMNAN SUBECTS (UCRIMS)

206 SERKTY MALL

017 3955975

April 6, 1989 IRB# 89-172

Dogan Eroglu
Dept. of Marketing
Eppley Center

Dear Mr. Eroglu:

RE: °AN INVESTIGATION OF THE ALLOCATIVE ROLE OF PRICE IN CHOICE
ACROSS ALTERNATIVES IRB# 89-172°

The above project is exempt from full UCRIHS review. The prog:sed
research protocol has been reviewed by another committee member.
The rights and welfare of human subjects appear to be protected and
you have approval to conduct the research.

You are reminded that UCRIHS approval is valid for one calendar
year. If you plan to continue this project beyond one year, please make
provisions for obtaining appropriate UCRIHS approval

¢ April 6. 1990

Any changes in procedures involving human subjects must be reviewed
by UCRIHS prior to initiation of the change. UCRIHS must also be
notified promptly of any problems (unexpected side effects, complaints,
etc.) involving human subjects during the course of the work.

Thank you for bringing this project to my attention. If I can be of an
future g:lp. pleasc do not hesitgne to let me krow. d

Sincerely,

udzik, Ph.D.
Chair, UCRIHS

JKH/sar
cc: R.D. Wilson
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MICHIGAN STATE UNIVERSITY

GRADUATE SCHOOL OF BUSINESS ADMINISTRATION
DEPARTMENT OF MARKETING AND
TRANSPORTATION ADMINISTRATION March 28, 1989
313 EPPLEY CENTER

TELEPHONE (317) 3334381

EAST LANSING o MICHIGAN © «8824.112;

TO: Dr. John K. Hudzik, Chair, UCRIHS, 206 Berkey Hall

L]

FROM: Dr. R. Dale Wilson, Professor of Marketing ¥ SBFJ

RE: Application for Review of a Project Involving Human
Subjects for Dogan Eroglu

As the dissertation chairman for Dogan Eroglu, I have been working
closely with him to design an experimental methodology to invest-
gate the role of price in the consumer decision making process.
His application for a review of the project is attached.

I have reviewed this application carefully and fully concur with
the written description of the project contained in it. The
application contains a complete and accurate representation of the
project, and it has my support and approval.

I would appreciate your review and approval to proceed with this
project. Thanks for your assistance in this matter.

Attachment

ML 6 on Alformetrve Action Eynal Oppoarteniiy lnsisintonn
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APPLICATION FOR REVIEW OF A PROJECT INVOLVING
HUMAN SUBJECTS

Submit your proposal for UCRIHS review to:

Dr. John K Hudzik, Chair

l'dlCl'-:le State University
ichigan State

206 Bgerkoy Hall

East Lansing, M| 48824-1111

if you have questions, or wish to check the status of your proposal, call: (517) 353-9738

DIRECTIONS: COMPLETE QUESTIONS 1 - 11: Attach additional material as requested.

1. RESPONSIBLE PROJECT INVESTIGATOR: NAME OF INVESTIGATOR:
(Tacuity or staff supervisor) (¥ different)
Dr. R, Dale Wilson Dogan Eroglu
2. CAMPUS ADDRESS: CAMPUS ADDRESS: (or address where
spproval letter is to be sent)

Dept. of Marketing, Eppley Center Dept. of Marketing, Eppley Center

PHONE #:_ 3583-6381 PHONE #:_ 353-6381

3. TITLE OF PROPOSAL:
An Investigation of the Allocative Role of Price in Choice Across Alternatives

4. A. PROPOSED FUNDING AGENCY (any) _ None

B. IS THIS AN FDA PROPOSAL | ] YES [q NO

C. MSU ORD# IF APPUCABLE _ °~

D. DATE ON WHICH YOU PLAN TO BEGIN DATA COLLECTION __ April 10, 1989

8. EXEMPT/EXPEDITED. W applying for Exempt or Expedited status, indicate the
category. SEE INSTRUCTIONS - ITEM 1 (le. 1-A, 2-D, etc.).

Category: 1-C

For Subcommities: Comments to Pi:
Office Agenda“ Comments to REV:
Use Comments:

-1-
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6. ABSTRACT. Summarize the resesrch (its purpose and general design) to be conducted. This

can be identicsl or similar to the summary required when submitting 10 the NIH (200 words or

less). Briefly outline, in particular, what will be done 1o resesrch sublects.
The study attempts to contribute to understanding the role of price in individuals'
choices across alternative brands. The effects of price level, price differences
and product category on the role of price will be investigated. The empirical work
involves first, pre-testing of scales designed to measure the levels of involvement
and perceived risk certain product categories elicit in individuals. Second a
questionnaire will be administered to collect data from a different sample. Subjects
will be asked to imagine themselves making a brand choice given a product category.
A measure of perceived risk will be followed by presenting information on alternative
brands and asking for the choice of the subjects. Questions concerning the role of
price, quality and value percetions, involvement, realism of the task, and demographic
variables will be asked. Subjects will be asked to respond at their own pace without
imposing any time pressure. The product categories, to be determined, will not be
legally or otherwise restricted for consumption or purchase to any group of individuals.
Only written information about the products will be presented without the physical
presence of the products. Actual brand names will not be used and alternatives will
be identified by letters.

7. SUBJECT POPULATION. Will any of the following be subjects:

Yes No Yes No

Minors ()] (x Students (x) ()

Pregnant Women ) () Lowincome Persons  [X] [ )

Women of Child-beanngage X ] | | Minorties (X311}

Institutionalized Persons [ 1 Ix) Incompetent Persons | ) [x }
(or giminished capacty)

"Yes" indicates that screening on these criteria will not occur, inclusion is possible
7a. Number of subjects (including controls)? Approximately 500

7b. Are you associated with the subjects (e.g.. your students, employees, or patients.)
[ ] yes (x] no ifyes. expiain nature of the association.

7¢. How will subjects be contacted and seected?

For the scale development phase instructors at MSU will be contacted for permission
to contact their students during class hour. In the data collection phase organi-
2ations--professional, religious, etc.--will be contacted to recruit adult members
who are willing to participate in exchange for compensation to the organization.
7d. Will research subjects be compenssted? [ x]Yes [ ]No

! .@s. ail informanon concerming payment. INCiLCING ire amount and scheduie o1 Cavment Mmyst

=e set fontn in 1ne intormeo consent.  Upon completion of the survey by all participants,
five dollars (US) per participant will be payed to the cooperating organization.
7e. Will you be agvertising 1or research parucipants? [ |Yes { x]No

‘.es aitacn a ccoy of the aoverusement you wil use SEE INSTRUCTIONS - ITE? 2
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8. ANONYMITY/CONFIDENTIALITY. Describe procedures and safegusrds for insuring confiden-
Uslity or anonymity. SEE INSTRUCTIONS - ITEM 3

Absolute anonimity will be maintained since, 1) unnumbered questionnaires

wil) be administered to individuals in groups; 2) individuals will not be

asked to identify themselves on the questionnaire by name, student or security
number, or by any other means; 3) checks for compensation will be written to

the order of the participating organization and not the individuals. Demographic
information such as age, gender, occupation and income will be requested to
determine if these variables are related to the role of price in choice. However,
identification of the participating individuals from such data will be impossible.
Confidentiality will be maintained by 1) storing the survey instruments in aprivate
place; 2) keeping the raw working data file in a computer file. Only the investi-
gators will have access to these files.

9. RISK/BENEFIT RATIO. Analyze the risk/benefit ratio. SEE INSTRUCTIONS - ITEM 4. Com-
pletely answer items A, B, and C listed in the instructions. ALSO SEE item 6 in the instructions
if your research involves minors or those with diminished capacity.

A. The proposed survey involves no physical, psychological, social, legal, economic
or other risks to the subjects. Product information will be presented in written
form and the products will not be physically present, thus eliminating any possible
damage that may be caused due to contact with the product. Given the anonimity of
the responses and the fact that any overt behavior is not requested, social risk
is also unlikely. The choice process is one which the respondent is likely to have
experienced--at least, in a similar context--numerous times before and no time
pressure is imposed. Given these and the subjects' freedom to discontinue the
survey with no recrimination, no psychological risk is expected. The subjects'
concent for participation is by no means legally binding for any purpose. Their
choice stated on the questionnaire is only hypothetical and involves no expenditure
on the part of the subject.

B. There is no risk involved in the procedure. Subjects will only incur time costs,
which is not expected to be longer than 30 minutes for the majority of respondents.

C. The benefit for the subjects in the scale development phase will be a discussion
of the research objectives upon completion of the survey. The benefits for the
subjects in the data collection phase will be the $5 compensation payed to the
sponsoring organization on their behalf. There are also expected academic benefits
of the research leading to a better understanding of the role of price in indivi-
duals’' choice.
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10. CONSENT PROCEDURES. Describe consent procedures to be followsd, including how snd
where informed consent will be obtained. SEE INSTRUCTIONS - ITEM 8§ on what needs to be
Inciuded in your consent form. Include & copy of your consent form with your proposal. ALSO

SEE item 6 in the instructions if your ressarch invoives minors or those with diminished
capacity.

The research does not involve minors or those with dimished capacity. The
attached consent form will be incorporated as the first page of the ques-
tionnaire distributed to the subjects. The subjects will be instructed to
“carefully read” the form before they proceed. At the bottom of the first
page the statement that completing and returning the questionnaire indicates
voluntary participation, will be placed in capital letters. A signed consent
form will not be requested since it would jeopardize the absolute anonimity
promised to the subjects.

Two different consent forms--one for the scale development subjects and one
for the survey respondents-- will be used. The only difference between the
two is the explanation of the objectives of the surveys. Both forms are
attached.

11 CHECKUST. Check off that you have included each of these tems with your proposal. Il not
applicable, state n/a.

[ Provide six (E) copies of all information uniess asc!ving for exemot or expecited review Provice
two (2) cocies i applying for exemgt or expeoited. Incluce ail questionnaires. surveys. forms.
tests. etc. to be used.

X} ©roposed Gracuate and uncergracuate stugcent research croiects suominted to UCRIHS for
review SNOUIC D@ 3CCOMDaniea by & $IGNEOC S:atement trom the Siucents Maior Protessor stating
1n3t he/sne nas reviewed anc acproves the Drcccsea project.

! Provide one ccmplete copy of the full research croccsal. Gracuate stugents snoulo furnisn cre
CZDv Of the ‘dethogs” chacter Of their thes:s. C.sserauon (! ava.at:e) n heu cf 3 researcn
crcposal.

X, Suestons 1 - t0 have ceen filea out CSME'ete

X, SrSuice the TIRSeNt !CrM (Of INSIFLCLCH STRE! 473715/ IETET OF Ine SCNTL ISY Cra Cresenat.on
! £:5meq 2Sm32nt s NOt i0 be cClained--See iam I imensituciens)

N/A,  <3.emzeren: =z:uzco f accucacie

#QUR FECPOSAL /ILL BE ASSIGNED A UCRIHS PROPOSAL NUMBER. REFER TO THIS NUIBER
~ND THE TITLE CF YCUR PROPOSAL CN ANY CCRRESPCNDENCE OR INQUIRIES.
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PLEASE READ CAREFULLY BEFORE YOU PROCEED!!

RESPONDENT CONSENT FORM

The purpose of this survey is to understand your feelings and opinions

about a number of product categories. You will be first given a product
category and then asked to answer a number of questions about that category.
The same process will be repeated for four different product categories.

You can work at your own pace and probably will not need more than 30 minutes.

Participation in this research involves no physical, social, legal, psychological
or economic risks.

You are free to request further explanation about the instructions, the purpose
of tre survey, or the survey form at any time.

Ycur participation is to be voluntary, and you are free to refuse to participate
in the total or parts of the procedure.

You are free to discontinue the survey at any time without recrimination.

Resrorses will be treated in confidence and anonimity of sudjects will be
guaranteed in any report of the research findings.

8Y CO“PLETING AND RETURNING THIS QUESTIONNAIRE YOU INDICATE THAT:
A) YCU HAVE READ AND UNDERSTOOD THE AEOVE PROVISIONS AND;
B) YOU VOLUNTARILY AGREE TO PARTICIPATE IN THE RESEARCH EXPLAINED ABOVE.
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PLEASE READ CAREFULLY BEFORE YOU PROCEED!!

RESPONDENT CONSENT FORM

The purpose of this survey is to gain a better understanding of how indivi-

duals make choices when faced with alternatives. Your task will be to imagine
that you are faced with a particular choice situation and to make a choice given
the alternatives. Then you will be asked to answer a number of questions ranging
from your preferance to some demographic information. You can complete the
survey at your own pace, however, you will probably not need more than 30 minutes.

Participation in this research involves no physical, social, legal, psychological,
or economic risks.

You are free to request further explanation about the instructions, the purpose
of the survey, or the survey form at any time.

Your participation is to be voluntary, and you are free to refuse to participate
in the total or parts of the procedure.

You are free to discontinue the survey at any time without recrimination.

Responses will be treated in confidence and anonimity of subjects will be
guaranteed in any report of the research findings.

BY COMPLETING AND RETURNING THIS QUESTIONNAIRE YOU INDICATE THAT:
A) YOU HAVE READ AND UNDERSTOOD THE ABOVE PROVISIONS AND;
B) YOU VOLUNTARILY AGREE TO PARTICIPATE IN THE RESEARCH EXPLAINED ABOVE.
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APPENDIX 3.15

SURVEY INSTRUMENT

PLEASE READ CAREFULLY BEFORE YOU PROCEED!!

RESPONDENT CONSENT FORM

The purpose of this survey is to gain s better understanding of how indivi-

duals make choices when faced with alternatives. Your task will be to imagine
that you are faced with a particular choice situation and to make a choice given
the alternatives. Then you will be asked to answer 3 number of questions ranging
from your preferance to some demographic information. You can complete the

survey at your own pace, however, you will probably not need more than 30 minutes.

Participation in this research involves no physical, social, legal, psychological,
or economic risks.

You are free to request further explanation about the instructions, the purpose
of the survey, or the survey form at any time.

Your participation is to be voluntary, and you are free to refuse to participate
in the tota) or parts of the procedure.

You are free to discontinue the survey at any time without recrimination.

Responses will be treated 1n confidence and anonimity of subjects will be
guaranteed in any report of the research findings.

BY COMPLETING AND RETURNING THIS QUESTIONNAIRE YOU INDICATE THAT:
A) YOU HWAVE READ AND UNDERSTOOD THE ABOVE PROVISIONS AND;
B) YOU VOLUNTARILY AGREE TO PARTICIPATE IN THE RESEARCH EXPLAINED ABOVE.
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We sincerely appreciate your bhelp im conducting
this study. We hope this exercise will be enjoy-
able for all eof you.

This study is pot conducted for any retailer,
manufacturer, or other commercial enterprise.

In the following pages, we will iatroduce to you
a specific situation and ask you to assume that
you are im the descridbed situation as you ansver
a series of Questions.

Please take care in ansvering each guestion. On
the other hand, do not vorry or pussle over an
individual question. Work at a pace which is
most comfortadble for you. You will be adble to
work at a fairly high speed through most of the
questions.

Try to ansver all the Questions. Do mot skip
any.

PLEASE READ ALL INSTRUCTIONS CAREFULLY!
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INSTRUCTIONS FOR ANSWEZRING TEE QUESTIONS

SELOW ARE DIPFERINT TYPES OF QUESTIONS YOU WILL SEE IN THIS QUESTIONNAIRE AND
INSTRUCTIONS ON BOW TO ANSWER TREM. PLEASE READ TEEX CARBPULLY.

Scmetimes you will be asked to ansver a question on a seven point scale which
appears on the right side of the question. You will indicate your ansver by
cgtcliag the nuamber which best describes your ansver to the question.

EXAMPLE: 1If you feel that the Tigers have a relatively low chance of winning
the World Series (like around 25V), you should answer the following question as
shown:

What are the chances that the Detroit low high
Tigers will win the world series? chance chance
1® 3 ¢« 5 61

You would have circled § if you thought the chance was relatively high (around
%8) . .

EXAMPLE: If you feel that it is vor¥ §¥gg:tnnt for you that the TIGERS win the
World Series, you should answer the following Question as shown:

Bow important is it for you that the unimpoztant important
Detzoit Tigers win the World Series? 1 2 3 4 5 ¢ (:)

You would have circled 4 if you felt that it was gomewvhat rtant.

sSometimes you vill be asked to judge & product against a set of descriptive
scales according to hov YOU perceive the product.

EXAMPLE: 1If you feel that a product is very trivial, you should place a check
mark as follows:

trivial :l:_:_:_:_:_- : fundamental

If you feel that it is only slightly fundamental, you should place a check mark
as follows:

trivial :__:__:_ ¢ ~X:_:_: fundamental

sSometimes you will be asked to £i11 in some informatien.

EXAMPLE:
Please list three of your most favorite movies.

1. LASHBLANGA- 2. RANMAN 3. E.T.

Sometimes you will be asked to indicate your ansver by checking a bex.

EXAMPLE :
Do you own a refrigerator?

o ves

(] No



149

GENZRAL INSTRUCTIONS

In the first portion of this questionnaire you are asked to play a
role. Pirst, you vill be given a situation which you have possi-
bly encountered at least a fev times Defore. Thea you will be
asked to assume that you are in exactly the same situation
descridbed in the scenario. JFollov the instructions and ansver as
if you are actually liviang the situation nov. Remeaber, ve would
ke you to put yourself ia the situation, with your prefereances,
dislikes, financial considerations, social econceras, ete.

Please make sure that you clearly understand the role you are
asked to play and assume that you are ia that situation when ans-
vering the Questions.

Nov, we would like you to go through the following brief
example which requires you to play the role of a consumer in
8 specifio situation. 1Imagine yourself ia the following
situation and proceed as instructed.

You have just decided to buy a certain watch.
Store “"X"™ sells it for $114.99. As you are
reading the newspaper, you see an advertisement
stating that store "Y" has exactly the same
watch on sale for $99.99. The sale will con-
tinue for the next five days. However, you
would have to drive 20 to 25 minutes (about 1S
miles) to get to store "¥Y". On the other hand,
store "X" which sells it for $114.99 is less
than five minutes away by car.

Assuming you are ia the adove situation, please make a deci-
sion. Prom which store are you going to buy the vateh?
Indicate your ansver by checking the appropriate box below.

Some pecple will ansver store "X" some vill answver store
nY", There is mo right or wrong ansver, ve are interested
in your opinion.

[{] Store "xv

[) Store wy»
This is the end of the example.

NOW TURN THEE PAGE AND READ TEEZ SCENARIO WE WOULD LIKE YOU TO IMAGINE
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SCEZMARIO: TEIS I8 TEX SITUATION WE WOULD LIKE TOU 70 IXOGINE

Imagine that you have decided to buy a video cassette
recorder (VCR). You would like to spend somewhere in

the neighboerhood of $700 for this VCR.

Please ansver the followving questions wvith the above situation ia mind. Indi-
cate your ansver by oircling the appropriate nuamber on the scale immediately to
the right of the Question.

What aze the chances that you stand to lose

money if you buy an unfamiliar brand of VCR

(either because it will not work at all, or

because it-costs more than it should to keep
it in good shape)?

What is the likelihood that there will be
something wrong with an unfamiliar brand of
VCR or that it will not work properly?

What are the chances that an unfamiliar
bzand of VCR may not be safe: i.e., may be
(oz becoms) harmful or injurious to you?

What are the chances that an unfamiliar
brand of VCR will not £it in well with your
self-image or self-concept (i.e. the way you
think about yourself)?

What are the chances that an unfamiliar
brand of VCR will affect the way others
think of you?

We all know that not all products work as
well as others: compared to other products,
how much danger of unwanted consequences is
theze in tzrying a brand of VCR that you have
never used before?

Buying a product that does not give you bad
results may be more important for some

products than for others. How important would

you say it 4is for a VCR to be satisfactory?

How Laiportant is the amount of money you
are paying to buy this VCR?

chance

1 21

unlikely
1 2 3

low
chance
1

low
chance
b

low
chance
1

low
dangez
1

unimportant
2 3

1

unimportant
2 3 4

b

2

2

2

2

high
chance
6 7

likely
6 ?

high
chance
6 7

high
chance
¢ 7

high
chance
6 7

high
danger
6 ?

important
6 7

impozrtant
6 7

CONTINUED ON NEXT PAGE
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RECALL TEAT TER SITUATION WAS:

Imagine that you have decided to buy a video ca
recorder (VCR). You would like to :pond oon.:h:::t::
the neighborhood of $700 for this VCR.

(QUESTIONS CONTINUED)

9. How undesirable would it be for you if you not at all
lost money because the brand of VCR you undesizable
bought did not perform as expected? 1 2 23

10. How important is it that the VCR you unimportant
puzrchase works properly? 1 2 2

11. How important 4is it that the VCR you unimportant
puzchase does not harm or injure you? 1 2 2

12. Row important is it that the VCR you unimportant
purchase fits in well with your self- 1 2 3
image or self-concept?

13. How important is it that the VCR you unimportant
purchase affects the way others think of 1 2 3
you?

14. On the whole, considering all sorts of not at all
factors combined, about how risky would zisky
you say it is to buy an unfamiliar brand 1 2 3
of VCR?

15. Given the potential expense, how much zisk very little
do you believe would be involved with 1 2 2
puzchasing a brand of VCR?

16. How annoyed would you be if the VCR you not at all
bought failed to perform as expected? annoyed

1 2 3

very
undesirzable
6 7

impozrtant
€ 3

important
6 ?

important
6 7

important
6 7

very
risky
6 7

very much
6 7

very
annoyed
6 7



Mowv you are going to make a choice Detveen the availadle alterna-
Take as much time as you wish to determine
The actual brand names are aot given

tives 1listed below.
the brand you will purchase.
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SITUATION (continued)

Raving previously decided on buying a VCR within the

price range of $700, now imagine that you have collected
all the information you need to make & decision. All of

this information is provided below. The alternative

brands listed on the information sheet include all those
available in the local stores. Although there aze other

brands available nationally, it would cost a lot of
extzra time and money for you to acquire them.
Consequently, you have decided to choose among the
alteznatives listed on this page.

ZMSTRUCTIONS

and each alternative is designated by a capital letter.

VCR BRAND INFORMATION

BRAND “A®:

4 heads, 8§ programs / 1 year programming capability, 110
channels, cable ready, BQ picture-enhancer, on-screen
progzamming, Bi-f4 stereo. 13 of the 100 bzrand "A"

VCRs sold needed repairs in the fizst 2 years.

| 2 ¥ ¥ Y s 111 11

BRAND °B°:

4 heads, § programs / 1 year programming capability, 110
channels, cable ready, BQ pictuzre-enhancer, on-screen
programming, Bi-£4 stereo. 10 of the 100 brand "B»"

VCRs sold needed repairs in the fizst 2 years.

2T = s 111 2 1

RAND “C*®:

4 heads, § programs / 1 year programming capability, 110
channels, cable ready, BRQ picture-enhancer, on-screen
programming, Hi-fi stereo. 7 of the 100 brand °C*"

VCRs sold needed repairs in the fizst 2 years.

PLLC@. . ccecccersannssscnnssssasssssnscssscncessss$712.50

BRAND ®D°:

4 heads, 8 programs / 1 year programming capability, 110
channels, cable ready, BQ picture-enhancez, on-screen
programming, Hi-f4i stereo. 4 of the 100 .rand *"D"

VCRs sold needed repaizrs in the first 2 years.

PEAC@. e ceceetroncsrsssassassssssssnscsessacecss.$3735.00

Note: The above repair indexes provided for each of the
bBrands were generated by a reliable independent organi-
zation.

PLEASE CIRCLE YOUR CEOICE b  J ¢
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Selov are a nunder of vays that you could have arrived at the your choice in
this exercise. Please read all of them carefully and indicate the category
that Dest descrides the wvay you made your choice by eircling the appropriate
suaber. If you think that none of these categories adequately describes the
way you made your choice, then check ™other" and descridbe the way you made your
choice in the space provided. Remember that we are asking you hov you made
your decision.

INPORTANT: Please make sure that you do mot circle more than one aumber.

1. I bought the least expensive brand available without even considering the
features of the alternatives because the prices were too high.

2. I bought the least expensive brand available because after careful consid-
eration I decided that the differences in the brands do not justify the
differences in the prices.

3. I bought the brand with the price which matched what I was prepared to pay
before I sav the alternatives.

4. TFirst, 1 eliminated some of the brands because they were too expensive to
even consider. Then, for the remaining brands I tried to evaluate which
brand offered the best product for the best price.

S. TFor all the availadble brands, I tried to evaluate which brand offered the
best product for the best price.

6. I bought the most expensive brand available because after careful evalua-
tion I decided that it offered the best product for the best price.

7. 1 bought the most expensive brand available because I believe that higher
priced VCR’s offer better quality.

8. I bought the brand which I thought was the best without considering its
price.

9. Other (please specitfy)
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We are interested in finding out howv you used the price of the ¥YCR
in your decision. Belov are a number of ways that you could bave
used price to arrive at the choice that you reported in this exer-
cise. Please read all of theam carefully and indicate the one cate-
gory that best describes the way you used price ian your decision.:
Indicate your ansver by circling the appropriate number. If you
think that mone of these categories adegquately descrides the way
you used price, thea circle “other” and descride your way in the
space provided.

INPORTANT: Please make sure that you 4o not circle more than one
aumber.

1. Price was not a factor in my decision.

2. I used price to guess which brand had the
highest quality.

3. I weighed the differences in price with
the additional benefits of the more
expensive brands to find the best offer.

4. I bought the least expensive brand with-
out considering the additional benefits
of the moze expensive brands.

S. First, I eliminated some of the brands
because they were too expensive. Then,
for the remaining brands, I weighed the
differences in price with the additional
benefits of the more expensive brands to
determine the best buy.

€. Other (please specify)




155

THIS IS THE END OF ROLE PLAYING.

NOW, WE WOULD LIKE YOU TO FORGET
THE "SITUATION" AND ANSWER THE
REMAINING QUESTIONS AS YOU
NORMALLY WOULD.
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Please respond to the folloviang statements based on wvhether you agree or dis-
agree with them. Indicate your ansver by circling the appropriate aumber.

INPORTANT: Make sure to circle one number for each statement. Do met eircle
more than one aumber for a single statement.

Strongly Strongly
Disagree Agree
This research study was confusing. 1 2 3 4 5 6 7
I took the choice task seriously. 1 2 3 4 8§ 6
I had trouble putting myself in the situation 1 2 3 4 5§ 6 7
that was described.
The situation that was described was realistic. 1 2 3 4 85 6

The brand information was not easy to understand. 1 2 3 4 8 6 7
The brand 1n£o£nation was sufficient to make 1 2 3 4 S5 6 7
& reasonably good choice.
The purchase task dcnc:tbid in the situation is

1. much riskier than I normally encounter

2. slightly ziskier than I normally encounter

3. about as risky as what I normally encounter

4. less risky than what I normally encounter

S. much less risky than what I normally encounter

The prices of the brands, in general, were
1. much higher than I would expect
2. slightly higher than I would expect
3. about the same as vhat I would expect
4. slightly lower than I would expect
$. much lower then I would expect

While making your choice in this exercise, how much did y.u imagine spend-
ing on this VCR? § .

How committed were you to paying the amount you wrote on the line above?

Not At All Committed Very Committed
1 2 3 4 S 6 7
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Please judge video cassette recorders against the following descriptive scales.
Respond to each scale based oa hov YOU perceive VCR’s in general. Recall the
folloving example. .

BXAMPLE: If you feel that VCR’s are very trivial, put your check mark as
follovs:s

trivial l&t_t_t_t_l_l_l fundasental
If you feel they are only slightly fundamental, put your check mark as follows:
trivial :_t_t_t_ax:_:_a fundamental

INPORTANT: Be sure to put one check mark oa 3ll of the following 20 scales.

important ¢ __:__t__: & _: _: : unimportant

of no concern tome :___:__:__:__:__:__:__: oOf concern to me
dirrelevant :__:__:__:__‘:__:__:__: relevant
means a lot tome :__:__:__:__:__:__:__: means nothing to me
useless :__:__:__:__ :__:__:__: useful
valuable :__:__:__:__:__:__:__: worthless
trivial :__:__:__:__:__:__:__: fundamental
beneficial :__:__:__:__:__:__:__: not beneficial
satters tome :__:__ :_ :__ :__ :__:__: doesn’t matter
uninterested :__:__:__:__:__:__:__: Jinterested
significant :__:__:_ :__:__:__:__: 4insignificant
vital s__:__ s :__:__:__:__: superfluous
bordng :__ s :__:__:i__:__:__: Jinteresting
unexciting :__:__:__:__:__:__:__: exciting
appealing :__:_ :__:__:__:__:__: unappealing
mundane . :__:__:__:__:__:__:__: fascinating
essential :__:__:_ ¢t __:__:__: nonessential
undesirable :__:__:_ :__:__:__:__: desiradble
wanted :__:__:__:__:__:__:__: unwanted

not needed : : : : : : : : needed
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Please ansver the following Questions to the best of your knowledge.

1. In the Jackson area, please name all the gtores that you can think
of that carzy VCR’‘s.

2. Bave you ever purchased a VCR?

[) Yes.......... Bov many?
() Mo

3. Do you presently own & VCR?

{] Yes
[] %o

4. Please list all the brands of VCR’s that you know of.

S. Please list, in their order of importance, the features you think are
important when evaluating VCR’s.

1. 4. 7.
2. S. 8.
3. 6. 9.
6. Bave you ever zead informational material (other than promotional material)
such as Consumer Reports or a newspaper article about VCR's
{] Yes
[] No

7. HRave you ever received information about VCR’s from someone you would con-
sider an expert (other than a salesperson)?

[] Yes
{) No

8. Are higher priced VCR’s better than lower priced ones with the same fea-
tures? .

[] Yes

[] Sometimes

[) Neo

[} Don’t know

CONTINUED ON NEXT PAGE
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(QUESTIONS CONTINUED)

9. 1f a friend requested your advice for purchasing a VCR, how confident would
you feel in advising this person?

Not at all confident Very confident
1 b 3 4 L) 6 9

10. Bow familiar would you consider yourself with VCR’s?

Not at all familiar Very familiar
1 2 3 4 S 6 7

11. Which of the following VCR technologies is more common?

Beta.

VES.

Super-VES.

Beta and VES are equally common.
Don’t know.

o ey o P e

12. wWnhich of the following features is not associated with VCR’s?

Frame advance.
Code modifier.
Auto index.
Fine edit.
Don’t know.

o o o=y o
e L L

13. Which of the following is not a tuner fypo used in VCR's?

Quartz synthesized.
Electronic vezactor.
Voltage synthesized.
Transistor-logic monitor.
Don’t know.

o o o oy
— et et
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Please check or f£il1 4in the items delow. ([We would like to remind you that all
zesponses vill be treated with absolute anonymity. We do pot represent any

. GOmpany or store. Complete ansvers will improve the contridution of the
study.)

Male
Female

Single
Marzied

Employed

Homemaker

Seeking employment
Retired

Student

Othezr. Please specify

Gender:

Marital Status:

Employment Status:

Occupation:

Age:

years.

Bow many pecple live in your household (including yourself and the children)?
people.

What is the highest year of education you have completed?
[For example, high school graduate equals 12 years.)

years of formal education.

Annual Bousehold Income:

Approximately $

TEANK YOU VERY NUCE POR YOUR PARTICIPATION!

I? YOU WISE TO MAKE ANY REMARKS ABOUT THRIS EXPERIMENT,
PLEASE USE TAE BACK OF TEIS PAGE TO DO 80.
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APPENDIX 3.16

DATA COLLECTION

PLACES AND DATES

Jackson Michigan
Jackson Michigan
Jackson Michigan
Tawas Michigan

Lansing Michigan
Jackson Michigan

Tawas Michigan

June
June
June
July
July
July

July

13
13

15

12

12

1989
1989
1989
1989
1989
1989

1989

Afternoon
Evening
Evening
Evening
Noon
Evening

Evening
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APPENDIX 3.17

SAMPLE LETTER TO FUND RAISERS

April 29, 1989

Mr. & Mrs. Jim Van Conant
2750 Glasgov Road
Jackson, MI 49201

Dear Mr. & Mrs. Van Conant:

Mr. Bill Keep has told me that you -a¥ be able to recruit some
adults wvho would be willing to gartlc pate in a marketing expe-
riment. I am most pleased and hope ve can vork the details out
in a manner most beneficial to both parties. Pirst, I would like
to provide you with some information about the experiment to
relieve xou of your Yosslblo concerns. Then, I will summarize my
expectations to facilitate your planning.

The purpose of the study is to improve our understanding of how
individuals make turchaso choices vhen faced with alternatives.
Participation in this study involves no Thysical, social, leqgal,
Knycholoiical, or economic risk. Participants will be given a
ypothetical choice situation with alternative products and will
be asked to state their choices on the survey form. This state-
ment is purely hypothetical and cannot be interpreted, under any
condition, as the participant's commitment to purchase any prod-
uct or make any expenditure. The survey fora will also include
estions asking the participants about their feelings and opin-
ons concerning the products, and some demographic information.

Absolute anonynitY of the participants will be maintained. Since
questionnaires vill be rnndonlz distributed and the individuals
vill not be asked to identify them

impossible to associate an¥ garticipnnt with a questionnaire.
Confidontiulitx of the individual information is also ensured
since all findings will be reported in o?qrcqntc form. The par-
ticipants are free to complete the questionnaire at their own
pace or discontinue at anx time without recrimination. The
attached consent form will be presented to the participants in
order to provide thea vith information concerning the study. The
*30 minutes*® -urvox completion time stated on the consent form
(item 1) is a rough estimate vhich is subject to change. How-
ever, I do not expect it to exceed 60 minutes and a more accurate
.:tglatc vill appear on the consent form at the time of the
study.

1 need at least tvo hundred individuals who are vwilling to -
ticipate in this study. I vill pay $5.00 to your organization
for every garticipant you recruit, up to a maximum of 220 indi-
viduals. here are, hovever, some limitations as to wvho can
participate. Due to the nature of the study, I can not emplo
minors, full-time students, or persons with diminished capacity
(incompetent) in the study. PFurthermore, I would like to employ
only one of the spouses in case your roug consists of -anz mar-
ried couglcs. I understand you have implied to Mr. Keep that you
may be able to find 100 couples, hovever, this constitutes some

selves by any means, it will be
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risks for the study given the similar preferences and decision
criteria of most married couples.

Although the exact date of the study is difficult to fix with
certainty at this time, within three to five veeks is a good
estimate. I will be able to give you a better estimate as pre-
parations proceed.

S8hould you decide your organization can participate in this
study, vill need twvo pieces of information. irst, I would
like you to give me an approximate number of individuals you may
be able to recruit, obviously, after you have a chance to discuss
the issue wvith your members. This will enable me to contact
other sources of participants without delay, should the need
arise. Second, I would like to know if your group has a "dead-
line” beyond which it would be impossible to gather the partici-
pants. s far as the exact day and time of the study, I will be
able to set up alternate days and times to accommodate different
Krctcrcnccs. rinallx, I would qrcat1¥ appreciate if you could

elp me find a hall in wvhich the participants can assemble for
the duration of the experiment. .
I hope I have been able to furnish you with sufficient informa-
tion without boring you with many details. The data collection
Yhasc is a very significant part of my dissertation research and

ts smooth completion is crucial. I would like to stress again
that the study does not threaten the rights and welfare of the
garticxpants. In fact, the research gropcsal has been submitted

n more detail to the University Committee on Research Involvin
Human Subjects at Michigan State University and has been grante
approval. A photocopy of their letter is attached.

I hope to meet with you in person and talk about details after
you have had a chance to discuss the issue. In the meantime,
please do not hesitate to contact me if you have any further
questions. I am certain our cooperation will be mutually
beneficial for both parties.

Thank you in advance.

Sincerely,

75@ :ﬁw}b‘a

Dogan Eroglu

Department of Marketing &

Transportation Administration

315 Eppley Center

Michigan State University

East Lansing, Michigan 48823

Tel: (517) 353-6381 (office)
(517) 349-0822 (home)

Attachments
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APPENDIX 4.1

DEMOGRAPHIC PROFILE OF THE SUBJECTS (N=286)

8EX ' Male: 33.10% Fenale: 66.10%
MARITAL BTATUS Married: 77.10% 8ingle: 22.90%

EMPLOYMENT S8TATUS Employed: $6.10% BEomemaker: 12.90%
Retired : 26.60% Other t 4.40%

OCCUPATION Professional: 32.20% Managerial: 8.00%

Bales $ 3.50% Clerical 1 23.60%

Beni-skilled: 8.00% Other $ 24.70%
AGE Mean: S51.28 Median: 49.5

Mode: 42 (6%) Range & 22-99
HOUSEROLD 8122 Mean: 2.68 Median: 2

Mode: 2 (44%) Range : 1-6
EDUCATION (years) Mean: 15.24 Median: 15

Mode: 12 (30%) Range & 4-31
HOUSEHOLD INCOME Mean: $41,718 Median: $37,000

Mode: $50,000 (9%) Range 3 $10,000-$150,00
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APPENDIX 4.2

CODING INSTRUCTIONS FOR ROLE OF PRICE

Belov are instructions on hov to code answers to two questions.
Both are sultiple choice questions with an “other"™ option. The
coder’'s task is to classify the “essay"™ answver appearing under
the other category into one of the previously provided categories
vhich best matches the answer. The criterion for msatching is
provided below. ’

Both questions are trying to determine how individuals use price
in their decision processes. The alternative ways are:

1. Individuals may be engaging in trade-offs between
price differences and additional benefits.

2. Individuals may be using price as a constraint
vhere they are not interested in considering the
additional benefits of the more expensive brands.

3. Individuals may be using price first as a constraint
to eliminate soae of the alternatives, then engage in
trade-offs betveen price differences and additional
benefits with the remaining brands ({.e., first two
roles together.)

4, Individuals may not be using price in their decision.

Use the above guidelines to satch the answver provided by the
respondent with the other categories. Then write the nuabdber of
the category which best satches the answver on the appropriate
spot on the next page. If you can not msatch the response with
any of the categories, try to match the response with the
descriptions provided above and indicate your judgement by writ-
ing one of the folloving letters on the appropriate spot on the
next page.

A for the ist role vhere trade-offs take place.

€ for the 2nd role wvhere price is used as a constrajint.
D for the 3rd role where price is used in both roles.
N for the Ath role wvhere price is used not used.

1f you can not find a reasonable match for the answver provided by
the respondent, put an "X" on the appropriate spot. The last
coluan on the next page is provided for brief comsents if you
feel the need. [ t sarks on n .

Renmesber: although both questions are asked for the same purpose,
your task is to code both questions separately and {ndependently.



166

APPENDIX 4.3

AGREEMENT BETWEEN JUDGES: ROLE OF PRICE INSTRUMENT I

Jupce 1

1 2 3 4 S 6 ? 8 T/ P

1 0 0

(0) (0)

2 .00 0 ' 1
0) .01)

3 .011 .02 3
(.0004) (.04)

J

U 4 .083 .033 ]

D (.0133) (.09)
-

3 S .067 .166 067 27
. (.06) %

¢ .31 .01 .01 30
(.136) (.34)

? .022 2
(.0006) (.02)

s .02 .188 19
.04)| (.20)

T/(P)j1/.01]| 0/0 |1/.001 J13/.13 ]18/.20 | 36/.40] 3/.03 | 18/.2 90

T : Total frequency per column or Tow

(P): Marginal proportions

Cell content: the proportion of wnits in vhich the judges agreed
(the proportion of agreements expected by chance)

Pe = total proportion of units in vhich the judges agreed
Pe = total proportion of sgreements expected by chance
Pow™ Sum Of the ssaller of the psired rov snd colusn proportions

R opg-Pe/1-1p
ke PP /1P

K = .8
ka = .81
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APPENDIX 4.4

AGREEMENT BETWEEN JUDGES: ROLE OF PRICE INSTRUMENT II

Jupce 1
1 2 3 4 S T/ (P
1] .2614 .044 .011 20
(.0928) €.32)
2 () .022 2
€.0002) (.02)
J
v 3 | .022 .011 L4889 .086 40
) (.319) (.3%)
¢
] 4 .011 0 .011 2
(.0002) €.02)
2
s .011 .0798 (]
(.0099) (.09)
/(1) 23/.29 17.00 | s1/.s8 1/.01 10/.11 s

T : Totsl frequency per eolumn or rov

(P) : Marginal proportions

Cell content : the proportion of units in vhich the judges agreed
(the proportion of agreements accepted per chance)

Pe = total proportion of units in which the judges agreed
P¢ = totsl proportion of agreements accepted by chance
Peq™ Sum of the smaller of the paired rov and column proportions

K ®pyg =P/ 1-pe
ke pou-Pe/1-pe

K o N
ka e .91
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APPENDIX 4.5

MATCHING THE DEPENDENT VARIABLE MEASURES

If ROP1* is and ROP2 is then ROP is
A Priori Natching
1 or 3es 4 Constraint
2o0or Sor 6 3 Attribute
4 S Dual
8 b § Mo Role
Post Hoc Interpretations
4 4 Constraint
2 1 Attribute
20r 3ors 1] Dual
4 3 Dual
4 b § Dual

¢ ROP1 is the first dependent variadble measure
ROP2 is the seceond dependent variable measure

¢¢The pumbers above indicate the number of the statement in the
corresponding scale
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APPENDIX 4.6

CODING INSTRUCTIONS FOkK FAGES & AND 9

For each question write the number of points according to the following

inctructions.

For question 1:

w N

&

14:

1b:

1 point per correct store name (see list ]);
maximum 4 points; O points if blank

Yes=4 points; no=0 points
if number is 2 to 9, 1 point
yesz=1 point; no=0 points

1 point per correct brand name (see list I1]);
maximum 4 points; O points it blank

1 point per reasonable attribute (see list 111);
0 points if none

.yeszl point, no=0 points

yesz=1 point, noz0 points

“sometimes”=1 point, 0 points if else

1l point if “"yes" to 9

the number circled on the scale

the number circled on the scale

if product is VCKR and response = "VHS" 1 point
if product is dryer and response = “gas” 1 point

0 if else

if product is VCR and response = "code modifier"”

1 point

if product is dryer and response = “electric’ 1 point

0 if else

if product is VCk and response = "t-1 monitor” 1 point

1f product is dryer and response = “jog-shuttle”
0 if else

1 point
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VCk

Sears
Pennys
Wards
Meijer's
K-Mart

Sid Young
Fretter’'s
Curtis Mathes
Coleman
Rent To Own
Hopkins TV
Radio Shack
TV Clinic

Sear’s
Penney’s
Fretter's
Highland
Big George
Best

Service Merchandise

Lansing Video
Penney

Stereo Shop
Okemos TV
Dambro

Dicker & Deal
Radio Shack
Target

Jacque's
Young's
Sear's
Kadio Shack
K-Mart

DRYER

Sears

Holda's

Ward'’'s

Brockie's Hardware
Spring Arbor Appliance
Maytag

Fretter’s

Sear’s

Dennis Distribution
Fretter's

Highland

Big George

Maytag

Jacque's
Young's
Sear's
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LIST 11
CLOTHES DRYER ERAND NAMES VCR ERAND NAMES
Admiral Emerson
Amana Fisher
Frigidaire GE
GE Hitach:
JC Fenny
Gibson JvC
Hotpoant Magnavo:
MGA
Felvinator Mitsubisha
Kitchen Aid NEC
Maytag Fanasonic
Montgomery Ward Quasar
Norge Realistac
Sears . RCA
Speed Queen Samsung
Whairlpool Sanyo
White-Westinghouse Sears
Sharp
Sony
€ylvania
Toshiba

Zenith
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LIST 111
CLOTHES DRYER ATTRIBUTES VCR ATTRIBUTES
Dimensions Programming ease
Depth Picture quality
Mixed load drying Selectivity
Persanent press Sensitivity in reception
Delicates Flutter (sound quality)
Controls Signal clarity (sound quality)
Temperature settings Video Heads
Moisture sensor Sharpness control
Tenmperature sensor Programaing capability
Drum light On-screen programming
End-of-cycle Signal Channe! setting (initial)
Drying rack Number of channels
Porcelain finish Auto-index
Console light Slow motion
Type of energy (gas/electric) Frame advance
Lint filter Fine edit
No-heat setting Renote control

Type of heat pusp Technology (VHS versus BETA)



173

APPENDIX 4.7

DISTRIBUTION OF ROLE OF PRICE BY EXPERIMENTAL CONDITION

Dual Attribute [Constraint| o Role |[Row Total
is 18 b 4 41
HP-HPA4 44 44 2 10 8
a3 1s 20 13
24 16 2 2 44
MP-HPA4 $4 36 ] ] 19
3 i3 40 ?
a0 24 0 8 42
LP-HPA 24 87 0 19 18
13 20 0 27
8 16 b § [ 30
HEP-LP4 27 $3 3 1?7 13
10 a3 20 1?7
a0 26 0 [ 3 42
MP=-LP4 24 62 0 14 18
i3 21 0 20
? 22 b § [ 35
LP-LPA4 20 63 3 14 b §
9 18 20 ?
Colunn 7 122 [ 30 234
Total 33 $2 a 3 100

BP & Eigh price condition
MP 3 Medium price condition
LP : Low price condition
RPA: RHigh price-difference condition
LPA: Lovw price-difference condition

Cell content: Count

Rov percentage
Column percentage
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APPENDIX 4.8

ROLE OF PRICE BY EXPERIMENTAL CONDITION

4 X 6 (With medium price level)

VCR chi-square = 17.32, df = 15, p = .30

DRYER chi-square = 13.82, df = 15, p = .54
4 X 4 (Without medium price level)

VCR chi-square = 8.51, df = 9, P = .48

DRYER chi-square = 3.97, df = 9, .68

p-
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ANOVA: EFFECTS OF INDEPENDENT VARIABLES ON ROLE OF PRICE

Source of Variation 88 DF M8 ) 4 8ig. of F
Main Effects 2.91 4 73 3.15 «016
Price 1.12 2 .60 2.58 .078
Price difference 1.47 b § 1.47 6.38 «012
Product «13 1 «13 «55 «459
Two-way interactions 1.10 5 22 .95 .450
Price by Price

difference .85 2 43 1.85 «161
Price by Product .21 2 .10 45 «637
Product by Price

difference .05 1 .05 21 «651
3-way interactions .26 2 .13 57 .568
Price by Product by

Price difference 26 2 .13 57 568

Explained 4.68 11 43 1.84 .050
Residual 44.37 192 23
Total 49.04 203 24
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APPENDIX 4.10A

ANCOVA: ORIGINAL DESIGN WITH VCR
Source of Variation Ss DF MS F Sig. of F
Within Cells 22.73 100 .23
Regression .14 2 .07 .30 .74
Price .25 2 .12 .55 .58
Price Difference 1.16 1 1.16 5.12 .03
Price by Price Diff. .65 2 .32 1.43 .25
APPENDIX 4.10B

ANCOVA: ORIGINAL DESIGN WITH DRYER
Source of Variation ss DF MS F Sig. of F
Within Cells 17.30 78 .22
Regression 1.22 2 .61 2.74 .07
Price .99 2 .50 2.24 .11
Price Difference .61 1 .61 2.77 .10
Price by Price Diff. .29 2 .14 .65 .53
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APPENDIX 5.1A

DEPENDENT MEASURE I

Constraint Attribute Dual Minimal

4 7 2 h §

Brand A 29 50 14 7
(Least Expensive) 31 4 5 3
3 12 16 2

Brand B 9 36 49 6
23 7 42 S

6 52 16 1

Brand C 8 69 21 1
46 30 42 3

0 104 4 34

Brand D 73 3 24
(Most Expensive) 59 11 90

Cell content:

Chi-square = 94.08

df = 9

p = .0001

Row percentage
Column percentage
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APPENDIX 5.1B

DEPENDENT MEASURE II

Constraint Attribute Dual Minimal

4 3 6 1

Brand A 29 21 43 7
(Least Expensive) 57 2 9 2
1 11 17 2

Brand B 3 36 55 7
14 8 26 4

2 41 30 3

Brand C 3 54 40 4
29 30 46 5

0 81 12 50

Brand D 57 8 35
(Most Expensive) 60 19 89

Cell content: Count
Row percentage
Column percentage

Chi-square = 107.54

af = 9
p = .0001
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APPENDIX 5.2

ANOVA: EFFECTS OF PRICE & PRODUCT CATEGORY ON PERCEIVED RISK

Source of Variation SS DF MS F Sig. of F
Main Effects 367.07 3 122.36 1.73 .162
Price 362.81 2 181.14 2.56 .080
Product 6.01 1 6.01 .09 771
2-Way Interaction
Price by Product 428.93 2 214 .46 3.03 .050
Explained 819.53 5 163.91 2.31 .044
Residual 18786.40 265 70.89

Total 19605.93 270 72.62
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