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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 perceptions 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

Vof 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::9posed conceptual model serves

to integrate the existing 1 erature 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
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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 it 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. In 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. In 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 alternatives, 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 research 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 objective 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.g.,

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

ill 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.

MaximizingUtility

Historically, the popular decision models used in

economics find their roots in the Theory of Riskless 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

"...so-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. A

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

strategies and ways of reducin risk that enable

them to act with relative confidence 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 that 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 examples 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. In

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 8:33;” _, 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. In 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. In

other words, if the product is expected to perform

"perfectly," the "probability of financial 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:

P1: 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 Arguments 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 he! 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.

H1: 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 to 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



34

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.

Overview

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



 

  

 

 
 

  

\Pd 1 Pd 2

P 1 e1 62

P2 (33 (34

P3 es Gs   

37

P02

 

 

 

 

\Pd1 Pd 2

P1 .67 G8

P2 69 610

P3 G11 G12   
 

Figure 3 . 1

EXPERIMENTAL DESIGN

 



38

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, Ben 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." In this study, since the

subjects were asked to report the outcome of their decision,

role enactment (thus, empirical role playing) was auto-

matically verified. In 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. In 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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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 processes 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. perceived difference scores: means greater

than 4.5 for both the judges and the

self-reports,

2. perceived risk scores: means between 4.5 and

6.0 for both the judges and the self-reports,

3. purchase frequency scores: less than 4.0 by

both the judges and the self-reports,

4. ggmééégrgty scares; 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 ensure 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 2 0.76). vThé/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 8 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

tinformally 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

pgigg 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 from 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 price 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 85, 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 and 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 analysis 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:

sc-NC+ch-pznc+p’uc+...

' [1/(1’Pll NC

Where: EC - expected cost determined by the price and

replacement cost in case of failure,

NC a 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 on 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- I

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 questions. 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 now.

The starting time was recorded as well as the time the

first and last participant took to complete the survey at
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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 minutes. 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.



63

 

 

 

 

 

 

 

 

 

 

 

 

 

  
 

 

 

Stage 1: .

l Presentation oi Scenarios - Part 1 1

r 1

Scenario 1 Scenario 2' Scenario 3 Scenario 4 Scenario 5 Scenario 6

Is. 6. I Is. G. IE. 6. I E7 ..IE. ...II... 6?]
- L ] ,

_ 1

Stage 2: L Measure Perceived Risk, Perceived Financial Risk l

Stage 3: I Presentation of Scenario - Part II I

Stage 4: I Choice I

Stage 5: Dependent Measure

Manipulation Check Measures

Demographic Measures

Stage 6: l Debrieflng of Subjects

Figure 3.3

SCHEMA OF THE EXPERIMENTAL PROCEDURE



64

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 net representative of the entire population. The

sample lso 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

(2 - 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. In 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 reduced 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 six 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 a 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:

H1.1: 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

H1 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 O 19 29

role 23 30 0 36

predicted)

LP-LPd 7 22 l 5 3S

(Minimal 20 63 3 14 23

role 16 27 33 23

predicted)

Column 43 80 3 22 148

Total 29 S4 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 h gher 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 pro ortion of cases where grice plays a

constraint ro e under the low price- igh 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 lays an

attribute role under the high price-low pr ce

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- igh 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 price plays no

role under the low price-low price d fference

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). Although it was possible

to reject independence in this case/(éhi-square - 24.08, df

- 15, p - .06) these reszlté were not taken as support for

the research hypotheses ither. 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 a .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+AI+BJ+Ck+ABu+ACu+BCJk

+ ABC”k + bx (Km - Ux) + bz (2”k - U!) + e

where

ROP - role of price

U - overall po ulation mean

A - average pr ce 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

2 - 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

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

  
 

 



84

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 P1 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

probability/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 was

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 (P1) 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 c .10 level (F - 2.79, df - 1).

Although this indicates a significant shift in the trend

(i.e., proportion of attribute role increasing) it only

provides partial evidence for P1. 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,

df - 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 s 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 Mancek7

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.

Summagy

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 model/based on the theory of

,2
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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%
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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 s 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 - l, 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 c .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 5 0

Brand A 27 27 46

(Least Expensive) 60 3 7

l 6 21 1

Brand B 3 21 72 3

20 5' 30 3

l 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 0

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. In 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 s 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. In

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 lewer 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 a .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. In 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 p eon) messages

on avoiding important negative outcomes. Rd::hermore, 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



112

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

Irood....................

ladies...................

Autooobiloo..............

Ito:ctoo.................

Stereo Sound Cysts-......

I:onhoto.................

lieu Dryers..............

Video Gonoroo............

Carpeting................

tuggego..................

Cotes....................

Washing Machines.........

Tiroo....................

Iota Soap................

to!ophonoo...............

Io!rigorotoro............

Shoot....................

IV 8oto..................

Sweaters.................

Vitaatao.................

Video Cassette Iooordor..

Iodo.....................

lo!oo....................

Door.....................

.‘UUCGooooooooooooooooooo

latches..................

Personal Cooputoro.......

at so Stilettos eoooroo..

I7,owrttoro..............

Deodorant/Antt'oropiront.

Clothes Dryers...........

Calculators..............

Vacuu- (teasers..........
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.APPEmHIEK 3.2

PRODUCT CATEGORY RATING INSTRUMENT FOR JUDGES

Dear Participant:

First. we 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. zour

role as a judge is to tell us how you think most people would

feel about the given pro uct 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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i. For the following products indicate whether most individuals would pg:-

ceive high or low non- rice differences across brands. Please circle the

appropriate number, I genoEing very Iow perceived difference and 7 denoting

very high perceived difference.

very low very high

roduct difference difference

Iread......................i 7

Iadios.....................l

hutoeobiles................i

Bicycles...................l

Stereo Sound Systems.......l

Iisnketa...................i

Ilow Dryers................l

Video Cameras..............l

Carpeting..................i

Luggage....................l

Colas......................l

washing Iachines...........i

fires......................i

lath Soap..................l

Telephones.................l

Refrigerators..............i

8hoes......................l

TV 8ets....................l

8weaters...................l

Vitamins...................l

video Cassette lecorder....l

Ieds.......................i

8ofas......................i

leer.......................i

louses.....................l

latches....................l

Personal Computers.........i

as as St Reflex Caaeras....i

typewriters................i

Deodorant/Antiperspirent...i

Clothes Dryers.............i

Calculators................l
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2. Indicate whether certain individuals would be significantl more famil-

iar with the following product categories than other individua 8 due to

income, gender, age. or other characteristics. Please circle the appropri-

ate number where 1 denotes very low differences in familiggfi§x with the

product category and 7 denotes very Eig§_§ifferences in Lani iggigy with the

product category.

  
 

very low very high

[reducg difference difference

Sread......................i

Sadies.....................l

Autonobiles................i

Sicycles...................i

Stereo Sound Systems.......l

Slankets...................l

Slow Dryers................l

Video Caseras..............l

Carpeting..................l

nuggage....................l

Colas......................i

Hashing lachines...........l

Sires......................i

Seth Soap..................i

Selephones.................l

Iafrigerators..............l

Shoes......................i

TV Sets....................l

Sweaters...................l

Vitaains...................l

Video Cassette lecorder....i

Seds.......................i

Sofas......................l

Seer.......................l

Iouses..... ........... .....i

Iatches....................i

Personal Coeputers.........l

as II SL lefles Caseres....l

Typewriters................l

Deodorant/hntiperspirent...l

Clothes Dryers.............l

CUICU‘UtO'UOOOOO......OOOOO‘

U
0

S
)

u
A
;

u
U

U
U

N
U

U
U

U
U

U
U

U
N

U
U

U
N

U
N

U
U

U
U

U
U

U
U

u
u

u
u

u
u

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U

Q
Q

Q
Q

Q
.

Q
Q

Q
Q

Q
Q

Q
Q

Q
Q

Q
Q

Q
Q

Q
Q

Q
Q

Q
Q

Q
Q

.
Q

Q
Q

Q
Q

m
u

u
u

u
a

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U
U

U

Q
Q

.
Q

Q
Q

Q
U

O
O

O
U

U
U

O
O

U
O

O
O

O
O

U
O

O
U

Q
U

U
U

U
U

U
U

Q
q

.
3

g
q

q
d

d
a

Q
d

d
0

Q
Q

~
I

Q
Q

s
t

9
Q

«
I

d
Q

Q
0

0
d

d
d

d
d

d

Vacuum Cleaners............l



117

3. Indicate whether you think most individuals are likely to purchase the

following products very freggently or very infreggently by circling the

appropriate number. 1 denotes very infrequent y an denotes very

frequently.

very very

[godugt infrequently frequently

Sread......................l

kadios.....................l

hutosobiles................l

Sicycles...................l

Stereo Sound Systees.......l

Slankets...................l

Slow Dryers................i

Video Caseras..............l

Carpeting..................l

Luggage....................l

Colae......................l

Hashing Nachines...........l

fires......................l

lath Soap..................l

Telephones.................l

Pefrigerators..............l

Shoes......................l

TV Sets....................l

Sweaters...................l

Vitaains...................l

Video Cassette Recorder....i

Beds.......................l

Sofas......................l

Seer...... ..... ............l

houses.....................l

Iatches....................l

Personal Coaputers.........l

as I. St Reflex Caeeras....l

Typewriters................l

Deodorant/hntiperspirant...l

Clothes Dryers.............l
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oduct categories
. dicate how much rceived-risk the following pr

wguldpi::::e12n most eople. I: other words, how uncomfortable wogldafihgya

feel about their abilgt to make the right choice when they are no . k atr

with brand-names? Circ e the appropriate number where 1 denotes no ris

all and 7 denotes extreme risk.

not at all extremely

mm In» tmy

Sread......................l 1

Radios.....................l

Automobiles................l

Sicycles...................l

Stereo Sound Systems.......l

Slenkets...................l

Slow Dryers................l

Video Cemeras..............l

Carpeting..................l

luggage....................l

Colas......................l

lashing Kachines...........l

fires......................l

Path Soap..................l

felephones.................l

Refrigerators..............l

Shoes......................l

TV Sets....................l

Sweaters...................l

Vitemins...................l

Video Cassette Recorder....l

Reds.......................l

Sofas......................l

Seer.......................l

Rouses.....................l

Iatches....................l
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:5 mm SL Reflex Cameras....l

typewriters................l

Deodorant/Antiperspirant...l

Clothes Dryers.............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 answer the questions.

Basically. we 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!

525.02ch
Dogan Eroglu
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l. for the following products please indicate whether you perceive high or

low non-price differences across brands. For example, do ou think there is

much i erence etween enmore, Westinghouse, GE. (and ot er brands you

know) brand dishwashers, other than price? Please circle the appropriate

number for each product category: enotes very low perceived differences

and 7 denotes very high perceived differences.

very low very high

zggguct difference difference

Iread......................l

Radioa.....................l

Automobiles................l

Sicycles...................l

Stereo Sound Systems.......l

Slankets...................l

Slow Dryers................l

Video Cameras..............l

Carpeting..................l

Luggage....................l

Coles......................l

Iashing machines...........l

Tires......................l

lath Soap..................l

Telephones.................i

Refrigerators..............l

Shoes......................l

TV Sets....................l

Sweaters...................l

Vitamins...................l

Video Cassette Recorder....l

O
Q
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U

Reds.......................l

Sofas......................l

Seer.......................l

Rouses.....................l

watches....................l

Personal Computers.........l

)5 mm SL Reflex Cameras....l

fypewriters................l

Deodorant/Antiperspirant...l

Clothes Dryers.............l
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2. Please indicate how familiar you are with the following product cateqc-

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

[£39353 familiar . fem liar

Sreed......................l 7

Radios.....................l

hutomobiles................l

Sicycles...................l

Stereo Sound Systems.......l

Ilankets...................l

Slow Dryers................i

Video Cameras..............l

Carpeting..................l

luggage....................l

Colas......................l

Dashing Rachines...........l

fires......................l

Seth Soap..................i

telephones.................l

Refrigerators..............l

Shoes......................l

7V Sets....................l

Sweaters...................l

Vitamins...................i

Video Cassette Recorder....l
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latches....................l

Personal Computers.........l

)5 mm SL Reflex Ceaeras....l

Typewriters................l

Deodorant/Antiperspirent...l

Clothes Dryers.............l
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3. Please indicate how frequently you purchase the following products by

circling the appropriate number: i denotes very infre ently and 7 denotes

very frequently. Circle 0 if you have never purchase the product.

very very

2:22:55 infrequently frequently

.t...’......OOOOOCOOOOOOOo ‘ a ‘ ,

Radios...................o

Automobiles..............o

Sicycles.................o

Stereo Sound Systems.....o

Slankets.................o

Slow Dryers..............o

Video Cameras............o

Carpeting................o

mggage..................o

Colas....................o

lashing Iachines.........o

Tires....................o

Seth Soap................o

Telephones...............o

Refrigerators............o

Shoes....................o

TV Sets..................o

Sweaters.................o

Vitamins.................o

Video Cassette Recorder..o

Seda.....................o

Sofas....................o

Seer.....................o

Rouses...................o

Vatches..................o

Personal Computers.......o

:5 as St Reflex Cameras..o

Typewriters..............o

Deodorant/Antiperspirant.o

Clothes Dryers...........o

Calculators..............o

U
H
U
H
H
P
‘
“
U
H
H
U
H
H
U
H
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U

U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U
U

u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u
u

A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A

A
A
A
A
A
A
0
|
q
u
u
u
u
u
u
u
u
u
u
u
u
u
m
u
u
u
u
u
u
u
u
u
u
u

A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A

A
A
A
A
A
A
q
q
q
q
q
q
e
d
q
q
q
q
q
q
e
q
e
q
q
q
q
q
q
q
u
a

Vacuum Cleaners..........o



ZL23

S. How risky would on say it is to buy an unfamiliar brand of the follow-

ing roducts. In other words, how comfortable would you feel about your

abilIty to make a good choice if you were not familiar with any of t e

brand-names? Please circle the appropriate number for each product category,

where 1 denotes no risk at all and 7 denotes extreme risk.

not at all extremely

{Iggggg risky risky

Sread......................l 2 2 S S S 7

Radios.....................i 2 2 S S S 7

Automobiles................l 2 2 S S S 7

Sicycies...................l 2 S S S S 7

Stereo Sound Systems.......l 2 2 S S S 7

Slenkets...................l 2 J S S S 7

Slow Dryers................l 2 2 S S S 7

Video Caeeras..............l 2 S S S S 7

Carpeting..................l : a a s s 1

baggage....................l 2 3 S S S 7

Coles......................l 2 S S S S 7

lashing Iachines...........l 2 S S S S 7

Tires......................l 2 2 S S S 7

ISth Soap..................1 2 J S S S 7

Telephones.................l 2 2 S S S 7

Refrigerators..............i 2 J S S S 7

Shool......................l 2 3 S S S 7

TV Sets....................i 2 S S S S 7

Sweaters...................l 2 S S S S 7

Vitemins...................l 2 S S S S 7

Video Cassette Recorder....l 2 S S S S 7

ledS.......................l 2 3 S S S 7

Sofas......................l 2 2 S S S 7

leer.......................l 2 2 S S S 7

Routes.....................l 2 2 S S S 7

latches....................l 2 S S S S 7

Personal Computers.........l 2 2 S S S 7

2S as St Reflex Cameras....l 2 J S S S 7

Typewriters................l 2 l a s s 7

Deodorant/Antiperspirant...l
2 2 S S S 7

Clothes Dryers.............l 2 2 S S S 7

Calculators................l 2 2 S S S 7

Vacuum Cleaners............l 2 3 S S S 7
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APPENDIX 3.4

RATINGS ON TWELVE PRODUCT CATEGORIES

 

Product Perceived non-

rice differences Perceived Risk Purchase Prequenc Familiarity
 

  

 

Categories

[ mean ’ilst. dev. l mean:1st.’dev.4149ean 71st. dev. meanfit.dev.

Automobiles ' 7

self 5.7 1.S S.S 0.7 . 2.S 1.5 S.9 1.2

judge S.7 0.5 7.0 0.0 1.9 1.S

Stereo Sound Systems ‘

self 5.S 1.1 5.S 1.0 1 7 0.9 3 3 1 S

judge 5.3 1.2 5.S 0.7 1 S 0.7

Video Cameras

self S S 0 9 5.7 0 7 0.S 0 7 2 7 1 S

judge 5 0 0 7 5.S 0 5 1.3 0 5

Carpeting

self 5.S l 0 5 9 1.2 2.1 2 S S 1 1 7

judge S.S 1 2 5 3 0.7 2.0 0 9

Tires

self S.7 1.0 5.6 1 1 3.2 l S S.l l S

judge S.S 1.3 5.1 1 1 2.0 1 S

Video Cassette Recorders

self 5.0 0.9 5.0 1.5 1.7 1.3 3.3 1.0

judge S.9 1.5 5.S 0.7 1.6 0.7

louses

self 6.1 1.S S.S 0.S 0.9 0.0 S 2 2 0

judge 6.0 0.7 7.0 0.0 1.3 0.5

35 mm. SLR Cameras

self 5.2 0.0 S.S 0 7 1.2 1.1 3 S l 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 1.5 S.9 0.S

judge 5.S 0.5 5.1 0.3 2.0 0.7

Vatches

self S.7 0.7 3.9 1.S 3.0 0.9 S S 0.7

judge 3.7 0.9 S.3 1.0 3.2 1.1

Clothes Dryers

self S.0 0.9 S.7 1 3 1.S 1.3 3.0 1 7

judge S.3 0.9 S.5 1 2 1.7 0.7

Calculators

self 3.3 1.3 S.0 1.3 3.3 2 1 S.l 1 5

judge S.2 1.1 3.S 1.1 2.0 0 S
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APPENDIX 3.5

DECISION MATRIX

 

 

 

 

 

 

 

 

 

  

Criterion Product Category

VCR Vetch Video Camera Clothes Dryer

Perceived 7

Risk Score 70 7S 7S 7S

(1‘ to 112)

Involvement

Score 109 121 97 102

(20 to 1S0)

Price Range 3150-5300 315-3300 3700+ 3250-3750

Category same vith different same with different

Similarity video cam. VCR

less of matching too few

the number of 0x 'resl' 0! 0K

attributes attributes

Performance with

scales 0K 0K 0K 0K

Perceived non-

price differences S.9 5.2 5.2 S.2

(1 to 7)

Pamiliarity 3.S S.S 2.7 3.0    
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ORIGINAL PERCEIVED RISK SCALE ITEMS

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

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

1. Wow certain are you that any brand name of

clothes dryers will work satisfactorily?

2. How confident would you say you are about

judging the quality of c othes dryers?

3. how confident are you that the purchase

of a clothes dryer is a good investment?

S. Can almost any shopper predict what the bad

results will be if a c othes dryer fails?

5. 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)?

S. What is the likelihood that there will be

somethin wrong with an unfamiliar brand of

clothes ryer or that it will not work

properly?

7. What are the chances that an unfamiliar

brand of clothes d or me not be safe: i.e..

may be (or become) armfu or injurious to you?

S. What are the chances that an unfamiliar

brand of clothes dryer will not fit in well

with 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

well as others: compared to other products, how

nuch danger of unwanted conse ences is there

in trying a brand of clothes ryer that you have

never 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?

very very

uncertain certain

1 2 3 S S S 7

not at all very

confident confident

l 2 3 S 7

not at all very

confident confident

l 2 3 S 7

ve very

unlikely likely

l 2 3 S 7

low high

chance chance

1 2 3 S 7

ve very

unlikely likely

l 2 3 S 7

low high

chance chance

1 3 S 7

low high

chance chance

1 2 3 S 7

low high

chance chance

1 2 3 S 7

low high

danger danger

1 2 S

not at all very

important important

1 2 3 S 7
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12. how important would you say is the investment

you are as ing to buy a clothes dryer?

13. How annoyed would the typical shopper be if

a clothes dryer failed to perform as expected?

1S. How undesirable would it be for you if you

lost money because the brand of clot es 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

you 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 ou say

it is to buy an unfamiliar brand of clot es 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

important

1 2 3

not at all

annoyed

l 2 3

not at all

undesirable

1 2 3 S 5

not at all

important

1 2 3

not at all

important

1 2 3

not at all

important

1 2 3

not at all

important

1 2 3

not at all

risky

1 2 3

none

1 2 3

S 5 6

very

important

6 7

very

anngyed

very

undesirable

S 7

very

important

S 7

very

important

6 7

very

important

6 7

very

important

S 7

‘33:,
S 7

very much

S 7
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APPENDIX'3.7

SIXTEEN ITEM PERCEIVED RISK SCALE

SCENARIO! III. 8' TI! SITUATIOI '3 IDULD I!!! '00 TO IMAOIII

imagine that you have decided to buy a clothes dryer.

You would like to spend somewhere in the neighborhood of

5700 for this clothes dryer.

 

Please answer the following questions with the above situation in mind. Indi-

cate your answer by circling the appropriate number on the scale immediately to

the right of the question.

1. What are the chances that you stand to lose

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)?

What is the likelihood that there will be

something wrong with an unfamiliar brand of

clothes dryer or that it will not work

properly?

What are the chances that an unfamiliar

brand of clothes dryer may not be safe:

i.e.. say be (or become) harmful or

injurious to you?

What are the chances that an unfamiliar

brand of clothes dryer will not fit 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 clothes dryer 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

there in trying a brand of clothes dryer

that you have never used before?

Suying a product that does not give you

bad results may be more important for some

products than for others. Sow important

would you say it is for a clothes dryer

to be satisfactory?

how important is the amount of money you

are paying to buy this clothes dryer?

low high

chance chance

1 2 3 S 5 S 7

unlikely likely

1 2 3 S 5 S 7

low high

chance chance

1 2 3 S 5 S 7

low high

chance chance

1 2 3 S 3 S 7

low high

chance chance

1 2 3 S 5 S 7

low high

danger danger

1 2 3 S 3 S 7

unimportant isportant

1 2 3 S S S 7

unimportant important

1 2 3 S S S 7

CONTINUED ON III? PAGE
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RECALL TIA! Ill SITUATION IRIS

 

Imagine that you have decided to buy a clothes dryer.

You would like to spend somewhere in the neighborhood of

3700 for this clothes dryer.

 

(QUESTIONS CONTINUED)

10.

11.

12.

13.

IS.

15.

16.

now undesirable 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?

now important is it that the clothes dryer

you purchase does not harm or injure you?

how important is it that the clothes dryer

you purchase fits in well with your self-

image or self-concept?

How important is it that the clothes dryer

you purchase affects the way others think

of you?

On the whole. considering all sorts of

factors combined, about how risky would

you say it is to buy an unfamiliar brand

clothes dryer?

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

l 2 3

unimportant

1 2 3

unimportant

1 2 3

unimportant

1 2 3

unimportant

l 2 3

not at all

risky

1 2 3

very little

1 2 3

not at all

annoyed

1 2 3

very

undesirable

S 7

important

6 7

important

6 7

important

6 7

important

6 7

very

risky

S 7

very much

6 7

very

annoyed

S 7
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JKPPTEHIIXIEI.8

PRODUCT KNOWLEDGE SCALE - VCR

Please answer the following questions to the best of your knowledge.

I.

3.

1n the hassles area. please name all them that you can think

of that carry VCR's.
 

 

 

Save you ever purchased a VCR?

‘1'..eeeeeeeeee ICW ”3’,

U '9

So you presently own a VCR?

I] Yes

ills

Please list all the pgandg of VCR's that you know of.

 

 

 

 

Please list. in their order of importance. the {pgggggg you think are

important when evaluating VCR's.

   

   

   

10 .0 1S

2. ’0 .0

3. S. 9.

have you ever read informational material (other than promo§ional meggrigll

such as Consumer Reports or a newspaper artic e ut R a

l) Yea

ll no

lave you ever received information about VCR's from someone you would con-

sider an expert (gthgr than a pglggpggggnl?

i) Yea

ii Re

Are higher priced VCR's hotter than lower priced ones with the same fea-

tures

- i) for

[1 Sometimes

like

I] Don't knou

CONTINUED N wtxr PAGE
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(QUESTIONS CONTINUED)

10.

11.

12.

13.

If a friend requested your advice for purchasing a VCR. how confident would

you feel in advising this person?

Wot at all confident very confident

l 2 3 S 5 S 7

now familiar would you consider yourself with VCR’s?

Wot at all familiar Vary familiar

l 2 3 S S S 7

Which of the following VCR technologies is more cosnon?

Sets.

VRS.

Super-VHS.

Sets and VRS are equally common.

Don't know.

”
H
g
—
H

Which of the following features is not associated with VCR's?

l) Prams advance.

[1 Code modifier.

[1 Auto index.

[1 Pine edit.

I] Don't know.

Which of the following is not a tuner type used in VCR's?

Quart: synthesised.

Slectronic veractor.

Voltage synthesised.

Transistor-logic monitor.

Don't know.

c
u
m
-
e
n
n
—

H
H
H
H
H
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APPENDIX 3 . 9

PRODUCT KNOWLEDGE SCALE - DRYER

Please answer the following questions to the heat of your knowledge.

in the LIB-ill area. please name all them that you can think

of that carry clothes dryers. .
 

 

 

lave you ever purchased a clothes dryer?

l) Yes.......... Sow many?

I) No

Do you presently own a clothes dryer?

'1 Yes

H “0

Please list all the brand! of clothes dryers that you know of.

 

 

Please list. in their order of inpcrtance. the geagugeg you think are

important when evaluating clothes dryers.

 
 

 

  
 

1. S. 7.

2. 3. S.

3. S. 9.
 

 
 

  
have you ever read informational material to her than romoti nal mat

such as Consumer Reports or a newspaper artic a about c othes yera

[1 Yes

ii We

have you ever received information about clothes dryers from someone you

would consider an expert (other ghan ; salespgrsgn)?

(I Yes

like

Are higher priced clothes dryers better than lower priced ones with the

same features?

CONTINUED ON NEXT PAGE
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(oursrions commute)

9. If a friend requested your advice for purchasing a clothes dryer how confi-

dent would you feel in advising this person?

Wot at all confident Very confident

2 3 S S S 7

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

Wot at all familiar Very familiar

1 2 3 S S S 7

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

[1 Gee.

I) tlectric.

t] Wo difference

I) Don't know.

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

I) See.

I) tlectric.

I) No difference

I) 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.

"
H
R
H
"
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APPENDIX 3.10

ROLE OF PRICE MEASURE I

below are a number of ways that you could have arrived at the your choice in

this exercise. Please read all of then carefully and indicate the category

that best describes the way ypg made your choice by circling the appropriate

number. if you think that none of these categories adequately describes the

way you made your choice. then check “other" and describe the way you made your

choice in the space provided. Remember that we are asking you pp! you made

your decision.

SWPOSPAIPs Please make sure that you do not circle more than one number.

1. 1 bought the least expensive brand available without even considering the

features of the alternatives because the prices were too high.

2. 1 bought the least expensive brand available because after careful consid-

oration 1 decided that the differences in the brands do not justify the

differences in the prices.

3. 1 bought the brand with the price which matched what 1 was prepared to pay

before 1 saw the alternatives.

S. Pirst. 1 eliminated some of the brands because they were too expensive to

even consider. 7hen. for the remaining brands 1 tried to evaluate which

brand offered the best product for the best price.

5. for all the available brands. 1 tried to evaluate which brand offered the

best product for the best price.

S. 1 bought the most expensive brand available because after careful evalua-

tion 1 decided that it offered the best product for the best price.

7. 1 bought the most expensive brand available because 1 believe that higher

priced VCR's offer better quality.

I. 1 bought the brand which 1 thought was the best without considering its

pr ce.

9. Other (please specify)
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APPENDIX 3.11

ROLE OF PRICE MEASURE II

We are interested in finding out pg! you used the price of the VCR

in your decision. below are a number of ways that you could have

used price to arrive at the choice that you reported in this exer-

oiee. Please read all of them carefully and indicate the one cate-

gory that best describes the way you used price in your decision.

1ndicate your answer by circling the appropriate number. 1f you

think that none of these categories adequately describes the way

you used price. then circle ”other" and descr be your way in the

space provided.

1WPORfalfs Please make sure that you do not circle more than one

lumber.

1. Price was not a factor in my decision.

2. 1 used price to guess which brand had the

highest quality.

3. 1 weighed the differences in price with

the additional benefits of the more

expensive brands to find the best offer.

S. 1 bought the least expensive brand with-

out considering the additional benefits

of the more expensive brands.

5. Pirst. 1 eliminated some of the brands

because they were too expensive. than.

for the remaining brands. 1 weighed the

differences in price with the additional

benefits of the more expensive brands to

determine the best buy.

S. Other (please specify)
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APPENDIX 3.12

PRICE 8 REPAIR RATE INFORMATION FOR THE TREATMENT CONDITIONS

 

 

 

 

High Price Difference Low Price Difference

(lSt) (3.3S)

P - $547.50, RR - 39S P - 665.00, RR - 13S

High Price* P - $652.50, RR - 27S P - 688.25, RR - 10t

(P - $700) P - 2757.50, RR - 16S P - 712.50, RR - 71

P - 862.50, RR - 4S P - $735.00, RR - St

P - 387.50, RR - 39S P - 475.25. RR - 131

Medium Price P - 462.50, RR - 27S P - 491.75. RR - IOS

(P - $500) P - 537.50, RR - 16S P - 508.25, RR - 71

P - 612.50, RR - St P - 52S.75, RR - St

P - $232.50, RR - 39S P - 285.00, RR - 13S

Low Price P - $277.50, RR - 27S P - 295.00, RR - 10k

(P - $300) P - 3322.50, RR - 161 P - 305.00, RR - 71

P - 367.50, RR - St P - 315.00, RR - St    
 

RR: Repair Rates

P : Average Price

P : Price
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APPENDIX 3.13

REPAIR RATE CALCULATIONS

Low Price-Difference Levels:

Given: p = .OS 0 RC = 0315

Given:

to = (1 / (1 - .04)) x 315

TC = 328

NC = 305

p = 1 - (305 I 320) = 1 -

NC = 295

p = 1 - (295 I 328) N p
m I

NC = 205

p = i - (205 / 320) N p
a I

High Price-Difference Levels:

Given: p 2 .OS 0 RC = $367.50

Given:

.929 = ‘21

.099 = ‘12

.868 = ‘11

TC = (1 I (1 - .04)’ x 367.50 = 382.20

TC = 382.20

so = 322.50

p = i - (322.50 / 332.20)

so = 277.50

p = 1 - (277.50 / 302.20)

so = 232.50

p = i - (232.50 / 332.20) = 1 - .608

= i - .043 = gig

= i - .726 = ‘21

311.
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APPENDIX 3 . 14

HUMAN SUBJECTS MATERIAL

MICHIGAN STATE UNIVERSITY

 

meowwmucwassusosmrvctm MWOWOUPS-ull

"1'“me

“mm

OIWPIWI

April 6. 1989 truss 39.172

Dogan Eroglu

Dept. of Marketing

Eppley Center

Dear Mr. Eroglu:

RE: 'AN INVESTIGATION OF THE ALLOCATIVE ROLE OF PRICE IN CHOICE

ACROSS ALTERNATIVES IRIM 89-172“

The above project is exempt from full UCRIHS review. The proggsed

research protocol has been reviewed by another committee rnern r.

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 pro'ect beyond one year. please make

provisions for obtaining appropriate CRIHS approvalnumb

An ehan es in procedures involving human subjects must be reviewed

by CR) S prior to initiation of the change. UCRIHS must also be

natified promptly of any problems (unexpected side effects. complaints.

etc.) involving human subjects during the course of the work.

Thank u for bringing this project to my attention. If I can be of any

future elp. please do not hesitate to let me know.

Sincerely.

   

u zik. PhD.n

C air. UCRIHS

JKI-I/sar

cc: RD. Wilson
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MICHIGAN STATE UNIVERSITY

V—fi

GRADUATE soooou. 0' DUNN!“ ADMINISTRATION
“STW 0mm 0 can rm

lunnwmmauuwnmcum

ramsroarmow mummnon March 28 , 1989

”inflammnu

rumour um man

To: Dr. John K. Hudaik, Chair, UCRIHS. 206 Berkey Hall

FROM: Dr. R. Dale Wilson, Professor o£_Harketing . 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

M$L' u an Alla-um Ann- 14...! 0pm...“ Ina-rum
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APPLICATION FOR REVIEW OF A PROJECT INVOLVING

HUMAN SUBJECTS

Submit your proposal Ior UCRIHS review to:
 

 

Dr. John K. I-Iudzik. Chair

UCRIHS

Michigan State University

206 Berkey Hall

East Lansing. MI 48824-1111

It you have questions. or wish to check the status of your proposal. call: (St?) 353-9738

 

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

 

I. RESPONSIBLE PROJECT INVESTIGATOR: NAME OF INVESTIGATOR:

  

(IaetIty er stallW) (I dillerent)

Wilson Dogan Eroglu

2. CAMPUS ADDRESS: CAMPUS ADDRESS: (or address where

approval letter Is to be sent)

pgpg, 9f Marketing, Eppley Center Dept. of Marketing. Eppley Center

PHONE #:4534331 PHONE or: 353-6381

3. TITLE OF PROPOSAL:

Wheative Role of Price in Choice Across Alternatives

 

4. a. enoroseo ruuomc AGENCY or any)4m

3. IS runs an FDA PROPOSAL 1 1 YES [4 no

c. usu one: IF armcaam "

o. oars on wmcu vou PLAN ro seem para couscnou Am] 19 . 1289

8. EXEMPT/EXPEDITED. I1 applying Ior Exempt or Expedited status. Indicate the

category. SEE INSTRUCTIONS . ITEM 1 (la. 1-A. 20. etc).

 

 

  

  

Cum 1.:

For Subeorrmltee: Comments to P1:

Ollice Agenda Comnents to REV:

Use Comments:
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d. ABSTRACT. Summarize the research (its purpose and general design) to be conducted. This

can be identlcai or similar to the summary required when submitting to the NIH (zoo words or

Inel- Brloflr outline. in reflectanmaifluumemumm.

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 [ j [X] Students [X] l I

Pregnant Women Ill [ ) Low Income Persons [x] l )

WomenoiCnild-bearing age IX) 1 ) Minorities m I l

institutionalized Persons [ l [x] lmompflcfll POISON l l kl

(or diminished capacity)

"Yes” indicates that screening on these criteria will not occur. inclusion is possible

7a. Number of sub)ects (including controls)? Ajproximately 500

7b. Are you associated with the subjects (e.g.. your students. employees. or patients.)

I l Y" I!) no It yea. explain nature of the association.

7c. How will subjects be contacted and seiected?

For the scale development phase instructors at HSU will be contacted for permission

to contact their students during class hour. In the data collection phase organi-

zations-~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 compensated? lleu I IN0

9 was. all Inlcrmation concerning payment. Including :r'e amount and scnedule or cavment inc-St

:e set ionn in me intoimeo 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 advertising tor research participants? [ )Yes “We

' “.es anacn a easy ot the advenisement you viiil use SEE INSTRUCTIONS - ITEM 2
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I. ANONYMITY/CONFIDENTIAIJTT. Describe procedures and safeguards for betting confiden-

tiality or anonymity. SEE INSTRUCTIONS - ITEM 3

Absolute anonimity will be maintained since. I) unnumbered questionnaires

will 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 l) 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 a. Corn-

pletely answer items A. a. and C listed in the instructions. ALSO SEE Item e 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

experiencedo-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.

8. 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 SS 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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to. CONSENT PROCEDURES. Describe consent procedures to be followed. Including how and

where iniorrned consent will be obtained. SEE INSTRUCTIONS - lTEM S on what needs to be

Included In your consent form. Include a copy of your consent form with your proposal. ALSO

SEE Item e In the Instructions if your research Involves 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.

'-I CHECKUST. Cheek off that you have included each of these items with your proposal. It not

applicable. state n/a.

1,.) Provide six (6) copies of all information uruess applying for exempt or expedited review Provide

taro (2) copies II EDDIylng IO! exempt OI IXDOCIICO. Inelude all OUCSIIOOOIIIOS. surveys. Iorrns.

tests. etc. to be used.

{it} Proposed graduate and undergraduate student research croiects submitted to UCRIHS for

'QVIQW Should OI ICCOI‘I‘IDJRIDO by I Sign” SIIIEmEfiI Ifth the students mater D'OICSSOT filling

:mt he/sne has reviewed and approves the proposed DTOIECt.

5x! Provide one complete coov oi the full research crcccsal. Graduate students should furnish cre

saw or the .'.ietnoas' Chapter of their IOCSIS/C-SSCRIIIOH i.i avanapzei in lieu of a research

:rcposai.

'x} :uestzons i . =0 have teen ruled out csmc'ete-v

'xI ='::'.ice the :crsent :crrn ior instrucncn sree: smarter; léftef or the scrict :3! dis: cresen:a:.cn

9 sorted tenant is nor :0 be obtained-See tam 5 7'- :“e ins::uc::cnsi

til/A) 4:: JE'TISEPE"! nczuccd ii accticacw

YOUR PROPOSAL WILL BE ASSIGNED A UCRIHS PROPOSAL NUMBER. REFER TO THIS NUMBER

AND THE TITLE CF YCUR PROPOSAL ON ANY CORRESPONDENCE OR INQUIRIES.



FORM 1

144

PLEASE READ CAREFULLY BEFORE YOU PROCEEDI!

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

er 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 UNDERSTDDD THE AEOVE PROVISIONS AND;

8) YOU VOLUNTARILY AGREE TO PARTICIPATE IN THE RESEARCH EXPLAINED ABOVE.
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FORM II

PLEASE READ CAREFULLY BEFORE YOU PROCEEDII

RESPONDENT CONSENT FORM

1. 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 preference to some demographic information. You can complete the

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

2. Participation in this research involves no physical. social. legal. psychological.

or economic risks.

3. You are free to request further explanation about the instructions. the purpose

of the survey. or the survey form at any time.

4. Your participation is to be voluntary. and you are free to refuse to participate

in the total or parts of the procedure.

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

6. 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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ILPUPEHRCNEXI 3..1£5

SURVEY INSTRUMENT

PLEASE READ CAREFULLY BEFORE YOU PROCEEDII

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 YOLUNTARILY AGREE TO PARTICIPATE IN THE RESEARCH EXPLAINED ABOVE.
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Is sincerely appreciate your help in conducting

this study. Is hope this exercise will he enjoy-

able for all of you.

this study is get conducted for any retailer.

manufacturer. or other commercial enterprise.

In the following pages. we will introduce to you

a specific situation and ask you to assume that

you are in the described situation as you answer

a series of questions.

Please take care in answering each question. On

the other hand. do not worry or puasle over an

individual question. Iork at a pace which is

neat coafortahle for you. You will be able to

work at a fairly high speed through most of the

questions.

try to answer all the questions. Do not skip

any.

PLZAII READ ALL INSTRUCTIONS CARZYULLYI
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INITIOCTZOII ’03 ASSIZIIIG fl! QUIITIOII

UZLO' 883 DIYFZhINT 9’72! 0’ OUZSTIONI YOU 'ILL '22 II 231. QUIITZOflflRIIZ IID

XISTRUCTIONI ON IOU TO lfll'tl TIER. PLIASI READ $328 CARI’OLLY.

losetiaes you will he asked to answer a question on a seven point scale which

a pears on the right side of the question. You will indicate your answer hy

circling the nunher which hest descrihes your answer to the question.

EXAMPLE: If you feel that the Tigers have a relatively low chance of winning

the world Series (like around 25‘). 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@34567

You would have circled 5 if you thought the chance was relatively high (around

75‘) e \

txanfht: If you feel that it is very §¥2grtant for you that the TIGERS win the

world Series, you should answer t e o owing question as shown:

low important is it for you that the unimportant import nt

Detroit Yigers win the Ilorld Series? 1 2 3 4 5 6 é

You would have circled 3 if you felt that it was gomewhat igggrtant.

aosetines you will he asked to judge a product against a set of descriptive

scales according to how You perceive the product.

DXAHPLD: If you feel that a product is very trivial, you should place a check

mark as follows:

trivial Eli: ° ° ° : ° : fundamental

If you feel that it is only slightly fundamenta . you should place a check mark

as follows:

trivial :_:_:_:_:z:_:_: fundamental

sonetinss you will he asked to fill in soae infornation.

DXAHPLt:

Please list three of your most favorite movies.

LWmm 3-_E_I_-.

losetises you will he asked to indicate your answer hy checking a hos.

DXAHPLZ:

Do you own a refrigerator?

:(m
I] No
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CZNIIAL INSTRUCTIOII

in the first portion of this questionnaire you are asked to play a

role. first. you will he given a situation which you have possi-

hly encountered at least a few tines hefore. Then you will he

asked to assune that you are in exactly the sane situation

described in the scenario. follow the instructions and answer 53

if you are actually living the situation now. kenenher, we would

like you to put ourself in the situation. with your preferences,

dislikes. financial considerations, social concerns. etc.

Please nake sure that you clearly understand the role you are

asked to play and assuae that you are in that situation when ans-

wering the questions.

how, we would like you to go through the following hrief

example which requires you to play the role of a consuner in

a specific situation. lsagine yourself in 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 15

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.   

hssuning you are in the shove situation. please sake a deci-

sion. tron which store are you going to huy the watch?

Indicate your answer hy checking the appropriate hos helow.

sons people will answer store "r" sons will answer store

"Y". there is no right or wrong answer. we are interested

in your opinion.

(1 store us"

[1 store "Y"

this is the end of the ssasple.

IO. 2018 TI! ’16! AND IIAD TI! ICZNIIIO I! 'OOLD LII! YOU TO IMAGINE
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ICIIIIIO: 9'1. 1. TI! IITUITXOI II COULD L!!! '00 ’0 IIIOZII

Imagine that you have decided to buy a video cassette

recorder (VCR).

the neighborhood of 8700 for this VCR.

You would like to spend somewhere in

 

flease answer the following questions with the above situation in mind. indi-

cate your answer by circling the appropriate number on the scale imaediately to

the right of the question.

what are 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)?

lhat is the likelihood that there will be

something wrong with an unfamiliar brand of

VCh or that it will not work properly?

what are the chances that an unfamiliar

brand of VCR may not he safe: i.e.. may be

(or become) harmful or injurious to you?

what are the chances that an unfamiliar

brand of VCR will not fit 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

there in trying a brand of VCR that you have

never used before?

huying a product that does not give you had

results may be more important for some

products than for others. how important would

you say it is for a Vt: to be satisfactory?

how important is the amount of money you

are paying to buy this VCR?

low

chance

1 2 3 4

unlikely

l 2 3 4

low

chance

1 2 3 4

low

chance

l 3 4

low

chance

1 2 3 4

low

danger

l 3 4

unimportant

l 2 3 4

unimportant

l 2 3 4 5

high

chance

6 7

likely

6 7

high

chance

6 7

high

chance

6 7

high

chance

6 7

high

danger

6 7

important

6 7

important

6 7

CONTINUID ON NEXT PAGE
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‘ICILL TIA! TI! IITURTIOI III!

Imagine that you have decided to bu a video a
recorder (VCR). You would like to :pend somesh:::‘i;
the neighborhood of $700 for this VCR.

 

(QUESTIOIS CONTINUtD)

10.

11.

12.

13.

14.

15.

16.

now undesirable would it be for you if you not at all very

lost money because the brand of VCR you undesirable undesirable

bought did not perform as expected? 1 2 3 6 7

How important is it that the VCR you unimportant important

purchase works properly? 1 2 3 6 7

Row important is it that the VCR you unimportant important

purchase does not harm or injure you? l 2 3 6 7

how important is it that the VCR you unimportant important

purchase fits in well with your self- 1 2 3 6 7

image or self-concept?

How important is it that the VCR you unimportant important

purchase affects the way others think of l 2 3 6 7

you?

On the whole. considering all sorts of not at all very

factors combined. about how risky would risky risky

you say it is to buy an unfamiliar brand 1 2 3 6 7

of VCR?

Given the potential expense. how much risk very little very much

do you believe would be involved with l 2 3 6 7

purchasing a brand of VCR?

flow annoyed would you be if the VCR you not at all very

bought failed to perform as expected? annoys: 3 :nngyed

l



low you are going to make a choice between the available alterna-

Take as such time as you wish to determine

The actual brand names are not given

tives listed below.

the brand you will purchase.

1152

ITTDRTIOI (continued)

 

 

having previously decided on buying a VCR within the

price range of I700. now imagine that you have collected

all the information you need to make a decision. All of

this information is provided below. The alternative

brands listed on the information sheet include all those

available in the local stores.

brands available nationally. it would cost a lot of

extra time and money for you to acquire them.

Consequently. you have decided to choose among the

alternativss listed on this page.

 

IIITIOCTIOII

and each alternative is designated by a capital letter.

 

 

VCR IlAlD INFORMATIOfl

IRAND 'A':

4 heads. I programs I 1 year programing capability. llO

channels. cable ready. IQ picture-enhancer. on-screen

programming. li-fi stereo. 13 of the :00 brand 'A'

VCRs sold needed repairs in the first 2 years.

’t‘c.0000000000.00IOIOOOIOOOOOOOOIOOO0.00.00.00.0‘665000

QRAND 'g':

4 heads. I programs / 1 year programing capability. 110

channels. cable ready. IQ picture-enhancer. cn-screen

progranming. Ii-fi stereo. 10 of the :00 brand 'I'

VCRs sold needed repairs in the first 2 years.

’r‘c.OIOOOOOO00.000.00.000.0.0.0.000...IOOOOOOOOO“..025

QRAND 'Q':

4 heads. I programs I 1 year programming capability. 110

channels. cable ready. IO picture-enhancer. on-screen

programming. li-fi stereo. 7 of the :00 brand 'C'

VCRs sold needed repairs in the first 2 years.

't1C.OO....OOOOOOIOOOIO.....IOIOOIOOOOIOOOOOOOOCosvlziso

BRAND 'D':

4 heads. I programs I 1 year programming capability. llO

channels. cable ready. IO pieture-enhancer. on-screen

programming. ni-fi stereo. 4 of the 100 brand 'D'

VCRs sold needed repairs in the first 2 years.

Irice............................................$735.00

Note: The above repair indexes provided for each of the

Brands were generated by a reliable independent organi-

ration.

 

ILIAII CI!CLI YOU! GIOICI l I c

Although there are other
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below are a number of ways that you could have arrived at the your choice in

this exercise. Ilease read all of them carefully and indicate the category

that best describes the way ygg made your choice by circling the appropriate

number. If you think that none of these categories adequately describes the

way you made your choice. then check ”other" and describe the way you made your

choice in the space provided. Remember that we are asking you be! you made

your decision.

IRRORTRIT: Tlease make sure that you do not circle more than one number.

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 saw the alternatives.

4. First. I 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.

5. for all the available 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. I bought the most expensive brand available because I believe that higher

priced VCR's offer better quality.

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

price.

9. Other (please specify)
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we are interested in finding out 23! you used the price of the VCR

in your decision. below are a number of ways that you could have

used price to arrive at the choice that you reported in this exer-

cise. Ilease read all of them carefully and indicate the one cate-

gory that best describes the way you used price in your decision.-

Indicate your answer by circling the appropriate number. If you

think that none of these categories adequately describes the way

you used price. then circle “other" and describe your way in the

space provided.

IRTORTRIT: Ilease make sure that you do not circle more than one

number.

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 more expensive brands.

5. 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 specify)
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THIS IS THE END OF ROLE PLAYING.

NOW, HE WOULD LIKE YOU TO FORGET

THE "SITUATION" AND ANSWER THE

REMAINING QUESTIONS AS YOU

NORMALLY WOULD.
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Ilease respond to the following statements based on whether you agree or dis-

agree with them. Indicate your answer by circling the appropriate number.

IRRORTART: Rake sure to circle one number for each statement. Do not circle

more than one number for a single statement.

Strongly Strongly

Disagree Agree

This research study was confusing. l 2 3 4 S I 7

I took the choice task seriously. 1 2 3 4 5 I 7

I had trouble putting myself in the situation 1 2 3 4 5 I 7

that was described.

The situation that was described was realistic. l 2 3 4 S 6 7

The brand information was not easy to understand. 1 2 3 4 3 I 7

The brand information was sufficient to make 1 2 3 4 S 6 7

a reasonably good choice.

The purchase task described in the situation is

l. much riskier than I normally encounter

2. slightly riskier than I normally encounter

3. about as risky as what I normally encounter

4. less risky than what I normally encounter

5. 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 what I would expect

4. slightly lower than I would expect

5. much lower then I would expect

Hhile making your choice in this exercise. how much did ycu imagine spend-

ing on this VCR? S .

now comitted were you to paying the amount you wrote on the line above?

Rot At All Committed Very Committed

l 2 3 4 5 6 7
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Ileana judge video cassette recorders against the following descriptive scales.

Respond to each scale based on how YOU perceive VCR's in general.

following example.

RRRRTLII

follows:

trivial

If you feel that VCR's are ve

y2§t__s__3__3__3__3___

Recall the

trivial. put your check mark as

fundamental

If you feel they are onl sli htl .fundamental. put your check mark as follows:

trivial :_:_s_:_sX:_:_

he sure to put one check mark on gll of the following to scales.EXPOIIIITI

important

of no concern to me

irrelevant

means a lot to me

useless

valuable

trivial

beneficial

matters to me

uninterested

significant

vital

boring

unexciting

appealing

mundane

essential

undesirable

wanted

not needed

fundamental

unimportant

fof concern to no

relevant

means nothing to me

useful

worthless

fundamental

not beneficial

doesn't matter

interested

insignificant

superfluous

interesting

exciting

unappealing

fascinating

nonessential

desirable

unwanted

needed
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Please answer the following questions to the best of your knowledge.

1. In the Jackson area. please name all the ytores that you can think

of that carry VCR's.
 

 

 

have you ever purchased a VCR?

I] Yes.......... low many?

I) Ila

 

Do you presently own a VCR?

I] Yes

I) I0

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

 

 

 

Please list. in their order of importance. the features you think are

amportant when evaluating VCR's.

 

 
  

   

1. I. 7.

2. 5e .0

3. ‘0 ’0

   

   
have you ever read informational material (other than rcmotional material)

such as Consumer Reports or a newspaper article about VCR's

I] Yes

I) No

Have you ever received information about VCR's from someone you would con-

sider an expert (Other than a salesperson)?

I] Yes

I) Die

Are higher priced VCR's better than lower priced ones with the same fea-

tures? .

Don't know

CONTINUED ON NEXT PAGE
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(QUESTIONS CONTINUED)

10.

11.

12.

13.

If a friend requested your advice for purchasing a VCR. how confident would

you feel in advising this person?

Not at all confident Very confident

2 3 4 3 6 7

Row familiar would you consider yourself with VCR's?

Not at all familiar Very familiar

l 2 3 4 5 6 7

Which of the following VCR technologies is more common?

lets.

VRS.

Super-V35.

beta and VBS are equally common.

Don't know.

which of the following features is not associated with VCR's?

Prams advance.

Code modifier.

Auto index.

tine edit.

Don't know.

H
H
H
H
H

which of the following is ngt a tuner type used in VCR's?

Quart: synthesised.

Electronic veractor.

Voltage synthesised.

Transistor-logic monitor.

I

I

I

I

I Don't know.

U
H
H
H
H
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Please check or fill in the items below. [we would like to remind you that all

responses will be treated with absolute anonymity. le do pg; represent any

.company or store. Complete answers will improve the contribution of the

study.)

Hale

female

Gender:

Single

Married

Employed

Iomemaker

Seeking employment

Retired

Student

Other. Please specify

Marital Status:

R
H

~
—

Zmployment Status:

"
—
H
H
H
H

Occupation:
 

Age: years.
 

how many people 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 household Income:

Approximately 3
 

TEEN! YOU VIE! NUCI IO! UOUU UAITICIUATIOI!

1’ YOU '18! TO "All IN? IENAEXS ABOUT THIS IX?ZIINZNT.

’LEASE U82 TIE INC! 0’ THIS PAGE TO DO .0.



161

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. I Mrs. Jim Van Conant

2790 Glasgow Road

Jackson. MI 49201

Dear Mr. I Mrs. Van Conant:

Mr. hill Reep has told me that you may be able to recruit some

adults who would be willing to gartic pate in a marketi expe-

riment. I am most pleased and ope we can work the deta ls out

in a manner most beneficial to both parties. first. I would like

to rovide you with some information about the e riment to

rel eve ou of your ssible concerns. Then. I w ll summarise my

expectat one to faci itate your planning.

The purpose of the study is to improve our understanding of how

individuals make {urchase choices when faced with alternatives.

Participation in his study involves no physical. social. legal.

Ksychological. or economic risk. Partic pants will be given a

ypothet cal choice situation with alternativb 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 rod-

uct or make any e nditure. The survey form will also inc ude

estions asking t e participants about their feelings and opin-

one concerning the products. and some demographic information.

Absolute anonymity of the partici ants will be maintained. Since

questionnaires wi 1 be randomly d stributed and the individuals

will not be asked to identify hen

impossible to associate any participant with a questionnaire.

Confidentialit of the ind v dual information is also ensured

since all find ngs will be reported in aggregate form. The par-

ticipants are free to complete the quest onnaire at their own

pace or discontinue at any time without recrimination. The

attached consent form wil be presented to the participants in

order to provide them with information concerning the study. The

'30 minutes' survey con letion time stated on the consent form

(item l) is a roug est sate which is subject to change. How-

ever. I do not expect it to exceed 40 minutes and a more accurate

egtgsate will appear on the consent form at the time of the

s u y.

selves by any means. it will be

I need at least two hundred individuals who are willing to pa -

ticipate in this study. I will pay $5.00 to your organisat on

for every articipant you recruit. u to a maximum of 220 indi-

viduals. here are. however. some 1 nitations as to who can

participate. Due to the nature of the study. I can not employ

minors. full-time students. or persons with diminished capaci y

(incospetent) in the study. Furthermore. I would like to employ

only one of the spouses in case our roup consists of many mar-

ried couples. I understand ou ave npl ed to Mr. Resp t at you

may be able to find 100 coup es. however. this constitutes sose
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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 weeks is a good

estimate. I will be able to give you a better estimate as pre-

parations proceed.

Should ou decide your organisation can partici te in this

study. I will need two pieces of information. irst. I would

like on to give me an approximate number of individuals you may

be ab¥e to recruit. obviously. after ou have a chance to discuss

the issue with your members. This wi l enable me to contact

other sources of partici ants without delay. should the need

arise. Second. I would ika to know if your group has a 'dead-

line“ be ond 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

Rreferences. Finally. I would greatly appreciate if you could

elp me find a hall n which the part cipants can assemble for

the duration of the experiment. .

I hope I have been able to furnish you with sufficient informa-

tion without boring ou with many details. The data collection

phase is a very sign ficant 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

participants. In fact. the research proposal has been submitted

n more detail to the University Comm ttee on Research Involvin

Human Subjects at Michigan State University and has been grants

approval. A photocopy of their letter is attached.

I hogs to meet with you in person and talk about details after

you ave 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.

76% We

Dogan Eroglu

Department of Marketing I

Transportation Administration

315 Eppley Center

Michigan State University

East Lansing, Michigan 48823

Tel: (517) 353-6381 (office)

(Sl?) 349-0822 (home)

Attachments
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APPENDIX 4.1

DEMOGRAPHIC PROFILE OF THE SUBJECTS (N=286)

 

 

SEE

MARITAL STATUS

EMPLOYMENT STATUS

OCCUPATION

AGE

HOUSEHOLD SIZE

rnucxrron (years)

HOUSEHOLD INCOME

Male: 33.10% Pemale: 66.10%

Married: 77.10% Single: 22.00%

Employed: 66.10% homemaker: 12.00%

Retired : 26.60% Other : 4.40%

Professional: 32.20% Managerial: 0.00%

Sales : 3.50% Clerical : 23.60%

Semi-skilled: 0.00% Other : 24.70%

Median: 49.3

Range : 22-00

Mean: 51.28

Mode: 42 (6%)

Mean: 2.60 Median: 2

Mode: 2 (44%) Range : 1-6

Mean: 16.24 Median: 16

Mode: 12 (30%) Range : 4-31

Mean: 641.710

MOd0: 650.000 (9%)

Median: 637.000

Range : 610,000-6130.00
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.APPTEHIEX 4.2

CODING INSTRUCTIONS FOR ROLE OF PRICE

below are instructions on how to code answers to two questions.

Both are multiple choice questions with an 'other' option. The

coder’s task is to classify the “essay“ answer appearing under

the other category into en; of the previously provided categories

which 211; matches the answer. The criterion for matching is

provided below. '

Ioth questions are trying to determine how individuals use price

in their decision processes. The alternative ways are:

1. Individuals may be engaging in grads-31‘. between

price differences and additional benefits.

2. Individuals may be using price as a constraint

where 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 some of the alternatives. then engage in

trade-offs between price differences and additional

benefits with the remaining brands (i.e.. first two

roles together.)

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

Use the above guidelines to match the answer provided by the

respondent with the other categories. Then write the number of

the category which best matches the answer on the appropriate

spot on the next page. If you can not match 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 following letters on the appropriate spot on the

next page.

A for the int role where grids-911g take place.

Q for the 2nd role where price is used as a ggngygging.

Q for the 3rd role where price is used in both roles.

u for the 4th role where price is used 321 used.

If you can not find a reasonable match for the answer provided by

the respondent. put an 'X' on the appropriate spot. The last

column on the next page is provided for brief comments if you

feel the need. eas t marks n u nn .

Remember: although both questions are asked for the same purpose.

your task is to code both questions separately and independently.
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IKPWPEHWCEIXI 4«.3

AGREEMENT BETWEEN JUDGES: ROLE OF PRICE INSTRUMENT I

 

 

 

 

 

 

 

 

 

 

JUDGE 1

1 2 3 6 3 6 7 I T I (2)

1 0 0

(0) (0)

2 .01 0 ' 1

(0) (.01)

3 .011 .02 3

(.000‘) (.0‘)

J

U 6 .033 .033 I

D (.0133) (~07)

O

2 3 .067 .166 .067 27

(.06) (.3)

2

6 .311 .01 .01 30

(.136) (.36)

7 .022 2

(.0006) (.02)

I .02 .136 13

(.04) (.20)

T/(P) 1/.01 0/0 1/.01 13/.13 13/.20 36/.60 3/.03 1I/.2 30           
 

T : Total frequency per column or row

(I): Marginal proportions

Cell content: the proportion of units in which the judges agreed

(the proportion of agreements expected by chance)

p. - total proportion of units in which the judges agreed

p‘ - total proportion of agreements expected by chance

p..- sum of the smaller of the paired row and column proportions

‘ ' ’e ' ’s I t ‘ Ft

h-rm-n/l-p.

I I .67

II I .31
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INPUPEUWEEIXI 4w:4

AGREEMENT BETWEEN JUDGES: ROLE OF PRICE INSTRUMENT II

 

 

 

 

 

 

  

JUDGE 1

l 2 3 6 3 3 I (P)

1 .2616 .066 .011 ' 23

(.0323) (.32)

2 0 .022 2

(.0002) (-02)

J

U 3 .022 .011 .6333 .036 63

D (.313) (.33)

0

I 6 .011 0 .011 2

(.0002) (.02)

2

3 .011 .0733 3

(.0033) (.03)

T/(P) 23/.23 l/.01 31/.33 1/.0l 10/.11 33        
T : Total frequency per column or row

(3) : Marginal proportions

Cell content : the proportion of units in which the judges agreed

(the proportion of agreements accepted per chance)

p. . total proportion of units in which the judges agreed

p‘ . total proportion of agreements accepted by chance

p-‘- sum of the smaller of the paired row and column proportions

5 ' Pa ° Pt / 6 ' Ps

‘3 ' Pewi' Pt I 1 ' it

I .71I

Em .31
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APPENDIX 6.5

MATCHING THE DEPENDENT VARIABLE MEASURES

 

 

If ROPlO is and ROP2 is than AROP is

A Priori Matching

1 or 306 4 Constraint

2 or S or 6 3 Attribute

4 6 Dual

0 1 Mo Role

Post Eoc Interpretations

4 4 Constraint

2 1 Attribute

2 or 3 or S 3 Dual

4 3 Dual

4 1 Dual  
 

0 ROPi is the first dependent variable measure

ROP2 is the seceond dependent variable measure

OtThe numbers above indicate the number of the statement in the

corresponding scale
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APPENDIX 6 . 6

CODING INSTRUCTIONS FOR PAGES 8 AND 9

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

instructions.

For question 1:

N
'
1
"

14:

lb:

1 point per correct store name (see list 1);

maximum 4 points; 0 points if blank

Yes=4 points; no=0 points

if number is 2 to 9. 1 point

yes=l point; no=0 points

1 point per correct brand name (see list 11);

maximum 4 points; 0 points it blank

1 point per reasonable attribute (see list 111);

0 points if none

.yes=l point. no=0 points

yeszl point. no=0 points

”sometimes"=l point. 0 points if else

1 point if "yes" to 9

the number circled on the scale

the number circled on the scale

if product is VCR gag response = "VHS“ 1 point

if product is dryer and response = "gas" 1 point

0 if else

if product is VCR gag response = “code modifier" 1 point

if product is grye; and response = ”electric” 1 point

0 if else

if product is VCR 99; response = ”t-l monitor" 1 point

lf product is dryer gag response = “jog-shuttle" 1 point

0 if else
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LIST I

1913

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

Radio Shack

K-Mart

2315.3.

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



CLOTHES DRYER BRAND NAMES

Admiral

Amana

Frigidaire

GE

Gibson

Hotpoint

helvinator

Kitchen Aid

Maytag

Montgomery ward

Norse

Sears

Speed Queen

whirlpool

White-Nestinghouse

LIST II

VCR BRAND NAMES

Emerson

Fisher

BE

Hitachi

JC Penny

JVC

Magnavox

MGA

Mitsubishi

NEC

Panasonic

Quasar

Realistic

RCA

Samsung

Sanyo

Sears

Sharp

Sony

Sylvania

Toshiba

Zenith
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LlST lll

CLOTHES DRYER ATTRlBUTES VCR ATTRIBUTES

Diaensions Progranaing ease

Depth Picture quality

Hired load drying Selectivity

Pereanent press Sensitivity in reception

Delicates Flutter (sound quality)

Controls Signal clarity (sound quality)

Temperature settings Video Heads

Moisture sensor Sharpness control

Temperature sensor Program-ing capability

Drum light Dn-screen programming

End-oi-cycle Signal Channel setting (initial)

Drying rack Nusber of channels

Porcelain finish Auto-index

Console light Slow aotion

Type of energy (gas/electric) Fraae advance

Lint iilter Fine edit

No-heat setting Reeote control

Type of heat puap Technology (VHS versus BETA)
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APPENDIX 4.7

DISTRIBUTION OF ROLE OF PRICE BY EXPERIMENTAL CONDITION

 

 

 

 

 

 

 

 

Duel attribute Constraint lo aoie aov total

13 13 1 4 41

nP-BPd 44 44 2 1O 13

23 15 20 13

24 1‘ 2 2 44

uP-BPG S4 36 S 5 13

31 13 4D 7

10 24 0 3 42

LP-BPd 24 57 o 13 13

13 2O 0 27

I 1‘ 1 S 30

BP-LPG 27 S3 3 17 13

1O 13 2O 17

10 26 O 6 42

KP-LPd 24 C2 0 14 13

13 21 O 20

7 22 1 S 35

LP-LPd 2o ‘3 3 14 1S

3 13 2O 17

Column 77 122 S 30 234

Total 33 S2 2 13 100       
RP : ligh price condition

HP 3 Rediun price condition

LP 3 Low price condition

RPd: nigh price-difference condition

LPd: Low price-ditterence condition

Cell content: Count

Row percentage

Coiunn percentage

 



174

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, p - .68
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ANOVA: EFFECTS OF INDEPENDENT VARIABLES ON ROLE OF PRICE

 

 

 

Source of Variation 88 DP H8 P Big. of P

Rain lffecta 2.91 4 .73 3.15 .016

Price 1.12 2 .50 2.58 .078

Price difference 1.47 1 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-vay 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 4.108

ANCOVA: ORIGINAL DESIGN WITH DRYER

Source of Variation 88 OF US 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

BRAND CHOICE BY ROLE OF PRICE: DEPENDENT MEASURE I

 

 

 

 

 

Constraint Attribute Dual Minimal

4 7 2 1

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 5

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: Count

Row percentage

Column percentage

Chi-square c 94.08

df - 9

p - .0001



BRAND CHOICE BY ROLE OF PRICE:
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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

l 11 17 2

Brand B 3 36 55 7

14 8 26 4

2 41 30 3

Brand C 3 54 40 4

29 3O 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 a 107.54

df - 9

p - .0001
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.APPEDHIEK 5.2

ANOVA: EFFECTS OF PRICE 8 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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