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ABSTRACT

A review of the literature on censumer behavior was performed with
the primary purpese of developing a sound theoretical grounding in the
field, and a secondary purpose of presenting a variety of models which
could help the marketing manager in his or her fundamental understanding
of the consumer.

The interdisciplinary nature of the field is recognized and an
overview of the various contributions ¢f the secial and behavioral
sciences is presented. Subsequently, criteria useful for evaluating and
catagerizing models are developed.

The main bedy ef the work contains an extensive section on
behavioral models of consumer behavier, whereby four large system
apprQaches are described and evalvated. In additien, a treatment eof
decision rules and sgme current topics is ¢fiered.

A smaller section is devoted to stechastic medels of the field,
with an assqeciate sectign on current topies and trends.

Conclusions are developed throughoeut the thesis with some general
comments at the end.
Thesis Superviser: Gary L. Lilien

Title: Assistent Professor of Marketing
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INTRODUCTION

It is hard to ehvision a thorough mathmatical treatment of the
collective  (un)consciousness. Such I presume would be adaquate
foundation for the true comsumer model. It is not the purpose of this
thesis to develop such a model, but rather to provide insight into some
of the varying perspectives and approaches used. My perspective is that
of an aspirant manager fulfilling an academic requirement; I
consequently will have an eye out both for applicability and theoretical
rigor.

Consumer behavior as a field can be seen as very old or relatively
new depending on your point of view. ‘

Attempts to explain/predict/troubleshoot/manipulate behavior have
been made since the dawn of our mutual awareness. Since all interaction
can be seen as an exchange, all behavioral studies are relavent to and

in some way define consumerism,

Hielbroner's work, The Worldly Philosophers (1967) serves as a good

review of historic insights of human economic behavior. Here the
phenomena of consumerism was a much more primeval one with individuals
competing for resources to survive foremost and to attain power and
wealth thereafter -- usually at the direct expense of his neighbor. I
do not intend to review the various views of Smith, Malthas, Ricardo,
Marx, Veblen, and Keynes but wish to stress that their contributions to
our understanding of the motivation of Economic Man is considerable and
thus make the study of consumer behavior very old indeed.

On the other hand, the concept of consumerism now (at least in the



industrial world) has a much different flavor. Industrialization has
caused us to efficiently cultivate resources and consequently enhance
the supply side of our economy. It is now the firms who ~ompete for
consumer attention and the concept of consumerism much less aggressive.
The consumer is now seen as a self-managing unit who manifests certain
behaviors in reaction to the routinized or controlled settings of

contemporary markets. So the field of industrialized consumer behavior

is relatively new insofar as most of the specific research has been

generated within the past thirty years. But within this time span the
body of consumer behavior studies has grown at an accelerated rate.
This proliferation has occured for many reasons. Berkman and Gilson
(1978) have suggested three:

1) The centrality of the consumer in contemporary marketing
practice. |

2) The interdiciplinary nature of the field which permits borrowing
from many older diciplines.

and 3) The growth of computer technology, which has enabled
researchers to "simulate" consumer behavior.

While I remain skeptical about the true state of computer
simulation of behavior, I do feel that the computer's ability to analyze
huge amounts of data has been a major factor to the field's growth.

The centrality of the consumer to a firm's marketing effort will be
touched on throughout the work; moreover, I would 1like to quickly
review the theoretic groundwork the various diciblines have laid for the

field.



Section I -- Overview ard First Pass

Chapter one:DICIPLINED PERSPECTIVES

The ensuing diécussion is inherantly unfair. Much of the richness
of the following approaches is necessarily lost through compression.
Nonetheless it can be said that consumer behavior theory draws heavily
from six other formal fields. They are: Economics, Psychology, Social
Psychology, chiology. Cultural Anthropology, and Mathmatics. What
follows is a brief discussion of each fields perspective and associate
contribution to understanding consumer behavior.

Classic Economic Perspective.

The two cornerstones of classic economic theory 1is that

consumers are rational and that they maximize their utility. Linking

the quantity of a particular good is the law of diminishing marginal

utility. This 1law is equated to consumer spending through the
observation that consumers are constrained by a budget and hence
maximize utility by buying goods in ratios to one another such that the
marginal utility per dollar spent on each good is equal.
Operationalizing the concept of utility has long been a problem for
economists. One useful extension along these 1lines was through the

development of indifference theory where consumers express thsir

1ndifferenqe between two bundles of varying quantities of two goods. A
mapping of the indifferent trade-off between bundle sizes —- given a
level of total utility -- reveils an indifference curve. Plotting a
number of such curves at various total utility levels generates an
indifference map. Imposition of a budget constraint which considers the

price of the alternative goods reveils optimum consumption ratios



through the maximization of utility. We do not, however, live in a two
good world, and while indifference theory may nicely illustrate the
concept of utility, it does not handily opperationaiize it.

Economists interested in predicting as well as explaining often

turn to the process of product catagorization an ther proceed to observe

consumption patterns as a function of other variables. One such
variable is income, and the resulting analysis takes the form of rising

income theory.

Extended Economic Perspective.

While classic economics does provide fundamental insight into
consumer economic behavior, it is often criticized for its assumptions
of individral rationality and associated utility maximization.
Ex;ensions of the theoretic framework have addressed these issues to a
certain extent. As for the rational consumer, econcmic thought has
developed or borrowed theories explaining changes in individual
pretferences over time. With changing preferences the concept of
rationality becomes more academic and 1less vulnerable. Effects of
advertising, opinions of other consumers, changing prices, etc. are
thus integratable into the perspective.'

By 1linking utility to certain behavioral phenomena such as
preference, choice, and uncertainty ... highly complex functions are
developed and the theory extended.

Behavioral Sciences Perspective

The behavioral sciences of Psychology, Social Psychology, and

_ Cultural Anthropology are currently the dominant influencers of consumer

behavior theory. Here the consumer is viewed as an entity among



entities varying in personal traits and backed up by social and

socio-cultural influences. This situation is depicted by Walters (1978)

in figure 1.1.

Figure 1.1

Consumer

purchase
decisions

Perception Learning

Attitudes

The behavioral perspective is necessarily salient, biological or

physiological bases of behavior are more fundamental. Such a level is

provoking.

Kassarjian and Robertson (1973, p. xiii) conjecture:

Using this approach, the researcher would attempt to
tie behavior to physiological correlates. For example:
The field of genetics is just beginning to scratch the
surface of a very exciting body of knowlege. It may well
be that génetic structures are related to consumer choice
and decision processes. As yet we know very little about
blood chemistry or neurological functioning and their
relationship to needs and motives. Some day this might
help us determine preference for chocolate ice cream over
custard pudding.

.

Such an approach, while interesting, is beyond the scope of this



work. I limit my discussion to the behavioral sciences.

Experimental Psychological Theory.

The generél perspective of experimental psychology is to focus
on the individual microscopically. Such study seeks to identify the
innerworkings and underpinnings of human behavior. A common scenario to
this approach 1is 1likening the individual to a 'black box' with inputs
being environmental stimuli and the resultant output beirg behavior.
The black box itself is often thought of as genetic endowment.
Particular emphasis has been placed on the learning process. Two

general approaches are cognitive theory and behaviorism.

Cognitive Theory. With little question this 1is the most widely
employed approach used to understanding individual consumer behavior.
The theory focusses on purchase activity in a problem solving framework.
Key processes are: perception, information processing, and decision
making. This approach assumes a choice environment and involves a
variety of concepts including: motivation, attention, memory,
communication/perceptual systems, information acquizition patterns,
processing capacity, learning, and envolvement. More will be discussed
about this approach later in the work.

Behaviorism. This branch of experimental psychology generally
views buying behavior as a -simple stimulus-response relationship,
whereas specific responses increase or decrease in frequency depending
on positive/negative reinforcement patterns.

Repetition is a key concept of this view and the individual is seen
as being conditioned -~ a concept dear to the advertising agency heart.

The problem with this perspective is its mechanistic view of the



10

consumer.

Psychoanalytic Psychology. In contrast to the underlying

assumption of the previously mentioned learning theories that virtually
all behavior is acquired through experience, psychoanalytic theory
assumes that behavior is a product of dealing with a host of instinctual
needs -- many of which are quite anti-social. Here cencepts such as
defense mechanisms, rationalization, and projection of feelings are
shown to be the products of deep psychological innerworkings (to which
products appeal). The theory is rich with symbolism and is quite
difficult to test eﬁpirically. Hence, it has fallen out of favor as an

operational piliar of consumer behavior. Social Psychological Theory.

Because individuals must necessarily be viewed in a social context,
many social sociological theories help form models of consumer behavior.

Drawing on a number of more fundamental perspectives, a number of
stereotypical scenarios of buyer behavior have been presented: the
Marshallian, Pavlovian, Freudian, Veblenian, and Hobbesian buyers to
name just a fewi These consumer archtypes, while enlightening, are
individually incomplete in describing the whole of consumer behavior.
Furthermore, as a collection they also fail to capture all consumer
phenomena. As a consequence social psychological theory has developed
in relation to specific aspects of consumer behavior phenomena. Listed
here are three general theoretical areas where -such work contributes
significantly to understanding consumer behavior.

Motivation. A thorough treatment of motivation comes from Maslow
(1951). He believed that an individual is born with a basic set of

needs with society playing an important role in determining how these
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needs are fulfilled. Maslow's theory of motivation stems from his
research into what he viewed as an individuals basic hierarchy of needs
broken down 1nt§ three catagories: physical, sccial, and self.
Specifically:
PHYSICAL
- Physiological Needs. The needs for food, drink,
physical protection/ shelter, and relief from pain.
- Safety Needs. Including both physical needs and the
need to feel secure from threatening events.
SOCIAL
- Belongingress and Love needs. Reflecting the need
to become part of a social group with which to interact and
become important to.
- Esteem and Status Needs. Reflecting the want to be
in high standing relative to others.
SELF
- Self Actualization Needs. Reflecting the desire to
utilize abilities and knowlege so as to realize ones full

potential.

«n a later work Maslow added the need to know and understand as

well as asthetic needs. He argued that individuals strive to achieve

these needs in order. As need satiation occurs its associate motivating
force is said to be reduced, except in the case of self-actualization
which is said to be heightened by previous successful self-expression.

Another contributor to the literature on motivation is McClelland
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who proposed that people are not only born with but learn needs. These
needs are said to be aquired through socialization center around:

- Achievement

- Affiliation

- Power

Other insights into motivation comes from Freud. He suggested that

basic motives are aquired in early childhood and are subsequently
suppressed. This results in people who are not necessarily overtly
aware of what is motivating them.

Cognitive Dissonance. This theory stands as a contribution to

understandirg the role of beliefs, attitudes, values, and intentions in
consumer behavior., When people behave contrary to their internal
beliefs, attitudes, or intentions they are said to incur cognitive
dissonance, Controlling behavior is then seen as somewhat of a
management process of such dissonence levels.

An example of this would be when an individual believes they should
save for the future‘yet spends money in what even they perceive as a
reckless manner.

Much of social psychology is concerned with how individuals aquire
these beliefs and attitudes in the first place and what form they take.
Beliefs are generally considered to be descriptive thoughts that people
hold about something. Attitudes describe an individuals enduring
evaluations, feelings, and action tendancies towards an object or idea.
Values are usually seen as lying in a structure of what is important to
an individual; values on one hand ‘can be 1likened to beliefs when

ordered catagorically and on the other likened to attitudes when viewed
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over time. Understanding behavioral makeup along these 1lines is
critical to effective product development and positioning.

Attribution Theory. Quite generally attributidn theory deals with

how people model that of which they are aware in a cause and effect

fashion. Specifically it has been said to deal with:

- the process through which people determine the cause of
events,

~ How a person infers something about another person based on
their behavior,

- How people determine causes about their own behavior.

- What kind of attributions about success and failure are
made in certain kinds of situations.

Sociological Theory.

Sociologists have developed constructs significant to the
understanding of consumef behavior through their study of social
interaction, social organization, and culture. Here the tranaction
process 13 seen as occuring between groups of buyers and sellers with
both group and individual pressures guiding outcome.

Contributions of Sociology to consumer behavior take many forms,
Such as:

Population Studies. Knowlege about population factors such as sex,

age, education, employmernt, marital status, geographic 1location, etc.
have aided significantly in determining the type and quality of markets.
Such an analysis provides the basis for consumer segmentation and does
" much towards explaining differeﬁtial'purchase behavior .

Motivation. Extending Maslow's theory, the sociological



14

perspective focuses on social needs as an area of inquiry. Social
class, status, leisure, and recreation are examples.

Ecology. Knowiege about the spacial and temporal distribution and
diffusion of consumers and market institutions is an extension of social
ecology. Change in urban, suberbian, exurbén. and rural markets becomes
important in developing normative maiketing models of consumerism.

Individual Directionality. Sociologist David Reisman (1961) has

suggested that societies are made up of three basic types:

1) Tradition Directed. Characterizing individuals and societies

as being slow changing and family oriented and who
experience little social mobility .

2) Inner Directed. Referring to societies  experiencing

greater mobility, .industrialization, and accumulation of
wealth. Inner directed individuals are characteristically
self-controlled, goal oriented, and innovative. Diffusion
of innovation studies focus on this group of individuals as
opinion leaders.

3) Other Directed. Such a group is characterized as being

more concerned with peer expectation that personal
achievement and satisfaction. Other directed societies are
generally seen as socializing their members as consumers

rather rather than producers.

This type of segmentation 1is particularly useful in developing

marketing strategies insofar as the product and associate appeal is most
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effective when harmonious with the prevailing nature of the target
group.

Role Theory. There are three coemponents of this perspective as it
applies to consumer behavior. First, roles can be seen as a spinnoff of
status whereby the purchase and visable use of a product can be seen as
a form of image presentation (role playing) to an audience.

Second, the notion of role is important in the analysis of
relationships be they professional or personal. A role in this context
can be sven as a socialized code of behavior which individuals are
expected to follow when interacting with other individuals. As I have
suggested, all interaction can be seen as an exchange. This concept of
role 1is therefore central to all marketing phenomena. It has further
been suggested that role relationships, rather than individuals, ére the
fundumental units of analysis in marketing (Bagozzi, 1978).

Third, the concept of role becomes particularly important in the
area of group decision making. A group decision making process can be
seen as being made up of a variety of member actors. Six roles have
been outlined (Zaltman and Wallendorf, 1978): 1) Gatrkeeper, person who
determines whether others hear about or come across a product or
service, 2) Influencer, one who helps shape another's evaluation of a

product, 3) Decision maker, one who ultimately decides on a product, 4)

Buyer, one who implements the decision, 5) User, one who employs the
product or service to some end, and 6) Affectee, a person who
experiences the indirect consequences of another's us of the product.

Cultural Anthropology Theory.

Featured less prominantly than the other behavioral sciences
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in consumer behavior, cultural anthropology is concerned with the study
of mankind in a framework of cultural evolution. Along these lines the
concepts of tabo&s. folklore, cultural roles, standards, and themes
become useful to marketeers in explairing consumer resistence or

acceptance of innovation or media message.

Chapter Two :GENERAL MODEL - THEORY CRITERIA

The Modeling Approach.  Models can generally be considered to

be representations of larger systems which through the specification of
variables and associate interrelationships, identify, explain or predict
phenomena within that system. Theories, on the other hand can be

considered to be fundamental suggestions about why a particular

phenomena occurs. Models in this framework are thus viewed as compound
descriptions using theories as a basis. Models can further be viewed as
simulations, providing a synthesis of reality.

Evaluating Models. The evaluation of a model rests with its

performance, and the performance of a model depends heavily on who is
expecting what from it. A manager for instance is likely to expect a
model to be normative and therefore useful in decision support. An
academic in contrast is likely to expect a model to be more descriptive
or robust. While an integrated attempt to evaluate the various consumer
models on the basia of a fixed set of criteria is not undertaken in this
work, I would 1like the reader to keep some criteria in mind while
forming their own conclusions.

A genefal set of criteria is needed to provide a more thorough and
ongqing evaluation. Zaltman & Wallendorf (1979) have proposed that a

model should be:
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1) Capable of explanation as well as prediction

2) General

3) High in heuristic power

4) High in unifying power

5) Internally consistent

6) Original
7) Plausible

8) Simple
9) Supported by the facts

10) Verifiaﬁle

While this is a good general list, I question their emphasis
on generality, originality, and simplicity. A mouel must not
necessarily be general to be of value, this must necessarily depend on
the range of phenomena one is seeking to model. Furthermore, a model
need not be totally original to be useful either. And finally, a model

it seems should strive more towards understandability rather than

simplicity. Speaking from a more academic vantage, Howard (1973) offers

three additional suggestions, whereby models should:

1) Incorporate mainstream thinking from principal avenues of
research

2) Have the property of suggesting clear areas for fruitful
further reserch

3) Include measures and definitions of its elements to meet
the

above criteria.

Finally, from a distinctly normative point of view, Little

- (1975) suggests that a manager needs "a model based set of procedures
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whereby he can bring data and judgements to bear on his decisions

whereby the model is":

1) Understandable

2) Robust -- meaning that the wuser cannot push it to its
extremes

3) Evolutionary

4) Easy to use
Model Classification. Through the bredth of the

behavioral sciences, consumer models of many types have been developed.
There are consequently many ways they can be viewed in relation to one
another. For the purposes of this paper I find it useful in examining

consumer behavior models in terms of their scope, scale, and depth of

analysis.

By scope I generally refer to the breadth of phenomena addressed or
treated by the model. Here the degree to which a model unifies a host
of theories in its attempt to map the whole (larger scope) or part
(smaller scope) of the system in question.

By scale I generally refer to the leﬁel of aggregation. Large
scale models define their system or constructs in a fashion whereby the
basic unit of analysis is an aggregation of individuals or households,
and émall scale models concentrate on illuminating the discrete action
of individuals.

Finally, by depth of analysis I refer to the ambition of the model
in asessing cadsation. This can be expressed in terms of the models
purpose and outlined along distinct'analytic levels whereby the model

can be said to:



19

1) Identify all or a distinct portion of the variables making up
a behavioral system.

2) Explain fundamental relationships between the identified
variables.

3) Demonstrate steps or flows in the operational relationship
among the variables.

4) Specify exact cause and effect (including feedbacks)
between variables and relationships.

5) Perform sensitivity analysis so as to quantify impact of
changes in the outlined variables.

On another level, and for the organizational purposes of this
work, consumer behavior models can intuitively be divided into three

catagories : 1) behavioral models, 2) stochastic models, and 3) macro

market models. It must be emphasized that. these catagories are not

absolute but rather they can be seen as lying on a continuum.

Behavioral Stochastic Macro or Market
¢ >
Models Models Models

Behavioral Models. Drawing heavily from the behavioral sciences,

these models are generally considered to be by their constituency to be
substantive models; that is, models which explicitly state variables
and their interrelationships (ie. depthfull). They are generally
deterministic and they focus on the individual (lesser scale). For
these reasons such models are extremely useful for explaining individual
differences (heterogeneity). |
While the testing of these models is based on empirical data,
" development of hypotheses and associate 1language 1is necessarily

subjective due to the direct unobservability of the internal (personal)
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processes in question. While behavioral models ultimately claim to be
predictive, their complexity makes them somewhat unwieldy for managers
who wish to make projections over aggregated market segments. The
ultimate power of behavioral models seems to lie with their microscopic

analysis of the consumer decision making process. This power makes them
useful in asessing consumer preference functions and therefore assists
in effective new product design and positioning. This power alsec
provides 1insights into the persuasebility of comsumers and therefore
contributes to the design and execution of media or direct sales
campaigns., Other uses will be discussed later in the work.

Macro/Market Models, These are models which desceribe and/or

predict market changes without resorting to explanation at the
individual level (large scale). These models are often seen by their
constituency as empirically pu;e insofar as they draw conclusions from
.directly observable market data. These models usually operate on the
aggregate because of current 1limitations of market data cellection;
movement towards calibrated markets, however, should remedy this
situation. Proponehts of these models view them as objective insofar as
their results and associate assertions are drawn strictly from
"regularities in the data". Market models often incorporate explanatory
variables such as advertising or promotion expenditures and are
therefore considered useful tools for forging management policy.

Stochastic Models. This genre of consumer models views consumer

behavior to be the outcome of some probabilistic process. The
conviction of the constituency of these models varies from one of

pragmatism -- where the use of probability distributions is seen as an
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effective mears for dealing with our inability to accurately determine
behavior (Montgomery & Ryans, 1973) -- to one of unassailable allegiance
-- wWhere fUndameneal bases for behavior are said té be stochastic (Bass
» 1974). Stochastic models do present a means of representing complex
behavior with relatively manageable models. They are predictive in
nature and find central use to managers in predicting market trends.
They are shown as central on the catagorical contumuum because they can
be aggregated into macro/market models (Jones, 1979) and because they
canifbe made to include many stochastic elements serving to represent
behavioral factors not explicitly considered. The task for users of
stochastic models is then to 1isolate the behavior of interest (ie.
brand switchirg, adoption,...) and then specify +to appropriate
probability laws,

For the purposes of this work only models of the behavioral and

. 8tochastic classifications will be treated in more depth.

While it is my belief that stochastic models are currently more
adaptable to a wider variety of managerial decision situations and that
they will continue to evolve into the behavioral relm, it will be the
present behavioral work which will brovide the theoretical basis for
this growth of stochastic scope.

Chapter Three:STOCHASTIC MODELS OF CONSUMER BEHAVIOR

The purpose of this section is to provide a review of stochastic
mcdels which have found some managerial wuse in mapping consumer
behavior.

Because the purchase probabilities or parameters of stochastic

models are generally developed from historic data, they are most
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commonly used for frequently purchased goods. Data on infrequently
purchased goods such as durables is not as abundant. Furthermore, the
purchase process fof durables is more complex, involving more people and
influences, and is thus more difficult to model.

First considered in this review are five basic models: Berroulli,

Hendry, Markov, Linear 1learning, and Negative Binomial Distribution.

Categorization of stochastic models in general and these in particular
can be done on the basis of the scope, scale, and depth of analysis
framework outlired previously.

Scope. As suggested, by scope I mean the bredth of phenomena
addressed or covered by the model. The basic models covered in this
section are generally of moderate scope insofar as their wuse has
predominantly been for prediction of market sales trends for specific
products in specific contexts.

one level of phenomena addressed by stocastic models is evolved
with the measurement of product performance. A list of such measures
is:

—Brand share

--Brand switching/loyalty
--Brand penetration
--Brand purchase frequency

For the most part, the models discussed here address but one or two
of these measures. Hybrid models, which generate multiple measurement
statistics, exist and continue to evolve and will be touched on in the

Current Topics section of the chapter. As far the basic models

presented here, the measurement statistics they are concerned with is
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presented in Table 3.1.

Table 3.1 . '

Bernoulli‘-Hendry Markov Linear learning NBD
Brand share X X X
Brand switching/loyalty X X
Brand penetration X
Brand purchase frequency X

Another aspect of stochastic model scope is the degree to which
external market factors are considered. Factors, such as company
tactics and changes in economic considerations can be seen to affect the
purchase probabilities of consumers. Except for a version of the linear
learning model, the basic examples presented here do not explicitly
consider such external factors. More complicated models are evolving
and this issue 1is further addressed in the section on "adding
explanatory variable".

Scale. Because of the prevalent use of stochastic models for
prediction, they generally provide an aggregate treatment and are
consequently large in scale. The notion of population heterogeneity is
dealt with by combining the predictions of a number of smaller scale
stochastic models, each representing relatively homogeneous market
Segments, into a larger scale aggregate prediction. The degree to which
heterogeneity 1is encompassed depends on the relative homogeneity of the

basic unit of analysis (segment) considered. Thus, the scale of these




24

models is a methodological consideration and varies by the application.

Depth of Analysis. The issue here operates on two levels. First
is the contiguing philosophic issue of empirical versus hypothesis
testing approaches to science. The NBB model resents an empirical
description of the regularities of market data - it is thorough in its
probe but it does not hypothesize on the nature of causes underlying the
regularity and thus lacks depth as has been noted in my framework. On
the other hand, the 1linear 1learning and higher-order Markov models
hypothesize that past purchase experience does matter and is therefore,
more helpful in the analysis of consumer behavior.

The second 1level concerns the level of behavioral analysis
incorporated in a stochastic model once the hypothesis testing approach
has been adopted. The basic models treated here are all quite shallow
in this regard. Except for the linear learning model and high order
Markov processes, which pay homage to consumer learning in a simple
direct fashion, no behavioral variable are part of their explicit
design. The further inclusion of such behavioral variables and the
associafed acknowledgement of a deterministic aspect of the phenomena is
also brushed on in the "current topics section", and represents an
.1ndication of where stochastic models of buyer behavior are headed.

The Bernoulli Model.

This stochastic model form is commonly referred to as a zero-order
model indicating that whiie consumer purchase probabilities can change
from trial to trial. This change is not influenced by the consumer's
purchase history. In behavioral terms this implies that no learning

takes place. This assumption, while intuitively unsettling, is said to
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be Justified by the fact that situaticnal factors may well overwhelm
feedback (learning) effects from past  purchases. The  purchase
probability in a zéro-order model may be externally adjusted in order to
accomodate these situational variables. Without such adjustments
showever, the model assumes a population of cuscomers with an unchanging
probability of purchase. These unchanging purchase probabilities are
then said to be distributed in some fashion among individuals of a
population.

- While the Bernoulli model is rather simplistie, it maintains two
reasons for attention: first, it has been found to fit data fairly well
» and second, it carries concepts which are fundamental to many more
complzex stochastic models.

The Hendry Model.

This model, developed by thé Hendry Corporatiorn, is another example
of a zero-order stochastic process , one which has gained widespread
managerial wuse . This acceptance is due to the systematic way in which
the model is implemented. The Hendry model can be seen as a two part

system: the first part involving the partitioning of a product class

under scrutiny, the second part involving actual stochastic prediction.

Product Class Partitioning. From a managerial standpoint, the

notion of partitioning is a quite useful one . In this model it is
observed that a consumer market can be broken down into a hierarchy of
consumer preferences for product attributes. Such an analysis leads to
the identification of mutually exclusive and exhaustive market
partitions or segments.

The specific nature of this partitioning is developed on the basis
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of maragerial judgement. Managers are questioned about which brands
they feel competes most clésely and these Jjudgements are then tested
against actual brand switching data. Should the market data rot agree
with the managerial observations, the process is repeated with the
manager being solicited for their second best guess about the
competitive structure.

After one or more such iterations, a market structure is found
which reasonably fits the empirical data. A preference structure
developed in this way provides a useful framework for evaluating the
relative performance of brands.

It should be noted that certain assumptions about what partitions
should be like are used in applying the market data to the judgementally
generated structures. These assumptions are that switching between
brands in a partition -- that is switching between brands considered in
direct competition -~ is a zero-order choice process and is prcportional
to brand share. Hence for a consumer who switches from brand i, his/her
expected probability of buying brand h is proportional to the market

share of brand h. Represented by:

Phsi = ki sh for all i = h

where K ; i3 the switching constant and sp is the market share for brand
h. Furthermore, within each partition, each brand is required to have
the same switching constant. The intuitive significance of k is that it
represents the degree of heterogeneity of consumer brand preferences.
Furthermore, each partition is treated as a separate market and is
modeled as a heterogeneous, zero-order probability... thus constraining

k to be less than'unity.
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In the Hendry approach, physical product attributes represent the

branching points. An example of such a structure for the margarine

—

market is shown in figure 3.1. T

Figure 3.1: Form-primary margarine market,.. (from Kalwani & Morrison,
1977, p. 473)

Margarine
market
|
| 1
Cups Sticks '
| B
Bc3 Bc2 Bcl Bs2 Bsl

Here the normative result is that the margarine market can be
viewed as 'form - primary' whereby packaging form is the first
consideration to customers. On the other hand, the structure for the
margarine market might well be determined to be 'brand - primary' as
shown in figure 3.2.

The normative implications of such differing structural
interpretations is best outlined by Kalwani & Morrison (1977, p. W473)

The identification of the partitioning structure in a
market has several practical implications. These
implications can best be described by comparing the above
structure with a brand-primary margarine market. Using the

"~ assumptions above, a brand-primary margarine mzrket can be

represented as shown.

Firstly, in the form-primary market, the consumers
exhibit lower brand-name loyalties than in the brand
primary market. Secondly, five separate brands are
perceived by ‘consumers in the form-primary margarine
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. PR e e e e p...,..._,_,.
Figure 3.2, Brand-primary margarine market (p.473)

Margarine .
market ~
-
Brand 3 Brand 2 . Brand 1 ‘ Tl “
Cups Cups Sticks Cups Sticks

market. The firm manufacturing Brand 1 (say, Firm 1) has
to promote its two forms of margarine separately. On the
other hand, in the brand-primary case, firm 1 could promote
its two product types (Bel and Bs1) together. Finally, if
firm 3 wanted to introduce margarine in stick form in the
brand-primary case, it would experience a certain amount of
"eannibalism." On the other hand, in the form-primary
case, if Firm 3 introduced margerine in stick form, it
would end up getting a share in the ‘'sticks' partition
which would be independent of its share in the 'cups'
partition.

Stochastic Prédiction. This part of the Hendry model is concerned
basically with the purchase probabiiity distribution wused in
representing the heterogeneous nature of consumer behavior. This
distribution (shown 1in figure 3.3 for a specific brand) is used for
predictive purposes within the brand partitions.

The shape of the distribution reflects the assumption that most
consumers become brand loyal and hence either usually purchase the brand
or do not. It is based on this assumption, not on empirical facts, that
the Hendry model makes predictions.. Nonetheless, the bathtub curve does

have intuitive appeal.
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Figure 3.3, Bathtub-shaped purchase - probability distributign:

Percent of consumers

Probzbility of purchase

The Hendry model represents one good way to develop @ hierarchy of
consumer preference, Other methods have been suggested. For a more
complete discussion ,see Urban & Hauser (1980).

Markov Models. The Markov model is based on the assumption that

the probability of burchase for an alternative is a function of what the
consumer has previously purchased. The simplest of Markov models (a
first-order model) considers only the influences the immediately
previous purchase has on the current purchase probability (state at time
t). Predictions for purchase intime t+1 can therefore be represented --

given a two product world -- by the transition matrix shown in figure

3.4,

Where , for example, Py p represents the conditional probability

that a consumer will purchase brand A given he/she previously purchased



Figure 3.k4:

Brand Purchased at
Choice Occation t+1

A B

Al Pa,a  Pa,s

Brand Purchased
at Choice Occation t B PB,A Pg. B

brand A. The model requires that the sum of the probabilities in each
row equals one.

| Furthermore, if the trasitional probabilities remain the same over
time , that is in t-1, t, t+1 ..., then the model 15 said to be
stationary and will yield an equilibrium result. There are reasons,
however, why these probabilities will shift; external market factors
for example, yet adjustment of the probabilities is (as with the
Bernoulli and Hendry models) external to the system and must be done
Judgementally... or with another model.

Higher order Markov models —- models where probability of purchase

depends on a past sequence of purchases -- can be transformed into
first-order processes by simply redefining the state space. In the case
of a two-brand market wheré tra;sition probabilities depend on an
individual's state (choice) at time t and t-1, the transition matrix
shown in figure 3.5 is the result:

Where for example (A,A) at time t means purchase of product A at
time t-1 and A again at t.

‘Needless to say, higher order Markov systems can be burdensom.
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Figure 3.5:
- _ State at time t + 1
(A,A)  (8,A) (A,B) (8,B)

(A,A) P AA = 1-Paa -

State at

time t (8,A) P B,A - 1-pP B,A ~
(A,B) - Pag - 1-P a8
(8,B) - Pgp - 1-P g g

Consequently, single-order processes are frequently endorsed because of
their simplicity and because as was suggested with zero-order processes,
cohsumers often forgets or ignores his/her previous choice as a result
of a variety of market distractions or perturbations.

Useful diagnostic information thast comes from Markov models lies
with their ability to point out general market trends. If such a nodel ,
used as a reference, points out an unfavorable trend... then firms can
hopefully take early action designed t¢ change the transitional
probabilities.

Linear Learning Models. The basic concept behind the 1linear

learning model is that the occurance of a particular purchase increases
the probability that that purchase will be made again. Likewise, if a
product is rejected it will become more likely to be rejected in ther
future. Such a set of assumptions éﬁggests purpetuating influence of
- choice occation feedback and is therefore extream in its consideration
of past purchase influences., Learning in this case can be viewed as a

form of self-fulfillment.
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The mechanisms of this model entail two constructs: one
leérning and one for rejection. They are for brand A:

Learning construct (operator):

P( A/A )t+1 = “‘ + B, Pt

Rejectior construct (operator):

P( A/ not A) -
te1 = Oy + By pt

The resultant linear learning model is shown in figure 3.6.

Figure 3.6: Linear Learning Model: (from Montgomery and Ryans, 1973)

Purchase operator

slope = 8,
|
Pl p——————= | I
P, 141 i |
! I
| .
Probability of i :
purchasing brand ! Reiection operator
A at purchase | o
occasion t+1 : : slope = B,
P! b —— | '
' {
|
|
|
|
|
|
]

L, Py Ua
P,

Probability of purchasing brand A
at purchase occasion t

for

The figure further shows that the purchase probabilities have upper

and lower bounds represented by UA and Lj respectively. The purpose

of
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these bounds is to indicate that total learning or rejecting is not
possible (ie. complete br;nd loyalty or disloyalty).

The underlyiné assumptions of such a model aré questionable, In
certain situations it may be argued that consumers will be less likely
to purchase a brand if it had been purchased before (eg. for variety).
Consequently, one must be sure that the market situation is compatable
with the limiting assumptions of such a model before employing it
normatively.

. While the barebones linear learning model implicitly makes the
assumption that external factors (such as marketing variables) do not
effect the learning/rejection constructs, it may be modified to
incorporate such factors. A simple example involving promotion is shown

below with a modified learning construct.

P( A/A Yerq = (O, + B‘ )8 + ( 1- ¥ )( promotional effect)
where 0< ¥ < 1

In this case the buyer could be characterized as habitual as X
approaches one, and promotion driven as }S approaches zero,

In spite of attempts to expand the robust nature of the 1linear
learning model , its prime advantége seems to lie with its simplicity.

Negative Binomial Model. The interactive effects of choice timing

on . the choice process itself has been raised as an issue in modeling
consumer behavior. For the models discussed so far the question of
_ burchase frequency or timing is not considered. Research into the

matter hs shown that while such an effect does seem to exist... its
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significance does not seem to be universal. (Ward & Robertson )

The NMegative Binomial Model as presented by Ehrenberg (1959)
represents a pure empirical work whose model building focus is centered
on.finding simple and basic regularities or patterns in consumer
purchasing data. In this persuit Ehrenberg found that patterns
intrinsic to a diverse group of data sets followed a statistical model
known as the negative binimial distribution (NBD).

The fundamental observation captured by the model 1is that the
number of purchases made by individuals per time period takes the form
of a Poisson distribution with parameter )\ (purchase rate),
suggesting that the interpurchase intervals are exponentially
distributed and independent.

The NBD model observes heterogeneity in the population such that
each consumer will be associated with a different Poisson parameter

)\: . Inturn, these )\; occur in frequency over the population
according to a gamma distribution with exponent k.

These observations combined in a stochastic formulation results in
a NBD distribution of purchases in any time period (usually 4, 12, 13
weeks). The model has two parameters: the overall mean m (the expected
value of )\ ) and the exponent k. With estimates of these parameters
the model generates two key measures of brand performance; they are,

venetration and purchase frequency. Penetration is defined as the

percentage of customers who buy a particular brand (or pack size) at
least ‘once' in a time period. Purchase frequency is the average number
of times said customers purchasé said brand in the designated time

period.




35

Another important use of the NBD model is in the analysis of repeat
buying over multiple time beriods. In order to generalize the NBD cover
multiple time peri&ds the model is reformulated intd a multivartiate NBD
with an associate probability generating function for any number of time
periods of a specific length. Because the purchases of a particular
consumer in successive time periods are independent Poisson variates,
the probabilities for purchase in each time period can be combined
conditionally to generate repeat purchase figures.

 Furthermore, NBD's for various brands or pack sizes can be
aggregated with consideration of: 1) how sub-group repeat purchase
patterns compare with those of the population, and 2) how repeat
purchase patterns for discrete items such as pack size compare with
patterns for combinations cf such items.

Results from NBD applications to actual purchase data show that it
fails to fit the tails of ﬁhe empirical distribution of purchases; That
is, for very short time periods and for relatively large number of
purchases. This failure is usually attributed to the dominance of the
gamma assumption and the inability of the distribution to fit the tails
of the )\ distribution over the popuiation. Another restruction of
the NBD model is tha; it assumes the market is stationary, and the
extent to which this is true or not should be asessed befor applying the
model. At the very least it can be used as a benchmark against which
nonstationary market influences can be measured.

General Assessment. It must be stressed that in order to use

stochastic models you must thoroughly understand them. Successful

implementation requires knowlege of* both their power and limitations;
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both in terms of their theoretical grounding as true models of behavior
and their de facto ability to match purchase phenomena. A working
stochastic model can be likened to a hand tool which must occationally
be sharpened. And the more sophisticated the tool, the greater the
8skill required for operation.

Current Topics

An exhaustive treatment of the current work on the continuing
development énd application of stochastic models is beyoad the scope of
thia paper. Nonetheless, it is important to present an idea of what
kinds of issues are being looked at.

Consumer Heterogeneity. While heterogeneity has been shown as

treatable by the models already presented, Jones (1973) took a different
tack by allowing consumers to differ in both the type of stochastic
process they followed (exhibited) and the process parameters themselves.
In the Jones model, individuals are allocated to zero-order, Bernoulli,
First-order markov, and 1linear 1learning segments. Givon and Horsky
(1979) have since performed research serving as an extension of that of
Jones. In the process of developing a composite model of consumer brand
choice, they propose procedures for estimating composite model
- parameters and selecting the most appropriate submodel. Examination of
data from five product catagories showed that no single stochastic
submodel could be construed as preferable over all product catagories.
Absolutely though, it was found that slightly more consumers appeared to
be best described by the 1linear 1learning model, followed by the
Bernoulli, and a markovian/bernoulli combination model.

Brand Switching/Loyalty. Herniter (1973) presented an interesting
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framework for viewing brand brand switching behavior. He descrited the
market as being made up of.a number of subsets‘eonsisting of those who
are steadfastly Brand loyal, those who are willing to switch between
each of the possible brand pairs, those who are willing to switch
between each of the possible brand trios, etc.... (ie. 2 -1
subsets). Hertniter was then able to estimate switching by maximizing
system entropy subject to constraints involving the subsets. The
Herniter model is attractive because it needs only the market share of
the_‘brands in question. Its drawback is that the data analysis
envolving so many subgroups can be quite cumbersome when applied to
markets proliferate with competing brands.

Subsequently, Bass, Jeuland, and Wright (1976) have refined
Hertniter's work and developed a model which while less encompassing of
external factors, generates penetration, frequency, and switching
statistics quite handily.

Finally, Jeuland (1979) developed a model of brand loyalty hinging
on- the notion of a brand inertia parameter. This parameter can be seen
as a measure of the difference between short-term behavior and long-term
behavior and is shown to provide a simpie representation of carryover

effects of marketing actions. Jeuland has subsequently provided another

interpretation of the brand inertia parameter. He suggests that:

- A high inertia parameter implies that in the short run an

individual buys a given brand. This relétive exclusion of
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other brands seems to indicate that purchases of a given
brand are made at the expense of other brands and thus does
1mply' (in a weak way perhaps) that there is competition
between the brands studied. the inertia parameter] could

be used to identify partitions of the market (in the Hendry

sense) .
- This remark is most interesting since the brand-inertia

model is (he Hendry switching constant model applied at the

individual level.

Purchase Timirng. In asessing the NBD model Jeuland(1981) has

suggested that the use of a Poisson process to describe purchase timng
is a first approximation. As has been outlined, the Poisson
'distribution presumes that purchase timing probabilities are distributed
independently of time. Jeuland, Bass, and Wright (1980) point nut that
it would be useful for purchase timing probabilities to be considered as
being distributed witﬁ respect to time, In such a system purchase
probabilities could be adjusted down immediately after a purchase thus
accounting for an inventory effect.

In their paper Jeuland et all feature the Erlang process as
aecomodatihg such a notion. This process asumes that the interpurchase
times are gamma distributed. Jeuland offers this interpretation of the

generated inventory effect:
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- If there is an inventory effect, there is an underlying
constraint corresponding to the intensity of the need that

is catered to by the group of brands studied.

- Put it another way, the presence of a strong inventory
effect suggests that the brands simultaneously analyzed do

form a group.

- Consequently, the order of the purchase timing process
corresponding to a group of brands is a mmeasure of the
extent to which this group of brands forms a partition (in

the Hendry sense).

Adding Explanitory and Variables and Factors: Models falling under this

heading can be catagorized on the basis of the type of explanatory
variables/factors they attempt to add. These variable types fall into
two catagories: 1) variables attempting to encompass Dbehavioral
underpinnings and 2) variables attempting to encompass marketing mix or

market influences on purchase probability.

The Jeuland article (1980) previously cited can be seen as falling into
the first catagory. The parameter of brand inertia represents a

signific move towards a second generation of stochastic models serving
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to more clearly and closely map consumer behavior.
As for models adding marketing mix variables, a few should be noted.

Price has been formulated into the 1linear' learning model by Lilien
(1974) and into the Markov process by Telser (1962). Zufryden (1973)
incorporated media scheduling as an influencer of purchase probability,
and Prasad (1972) evolved a method for bringing store selection into the

picture.

Moreover, Jones and Zufryden (1980) recently developed a stochastic
framework permitting the accommodation of any number or type of
explanatory purchase variables. Central to the model is the use of

logit regression analysis. The logit model, based on a theory

developed by McFadden (1970), is a regression function which translates
preference values into purchase probabilities. The resultant model --
employing concepts. of population heterogeneity and product class
purchase frequency -- is shown to accept explanatory variables of either
continuous or catagorical forms. The model also provides a means for

choosing the best from a set of potentially explanatory variables, and

outlines how optimum marketing mix levels might be determined.

Summarx

In the first part of this chapter, five basic types of stochastic models

of consumer behavior were presented and analyzed. The purpose there was
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to show from where developing stochastic models have come. The second

paft of the chapter outlined four current areas where work on stochastic
models 1is being done. The purpose there was' to indicate a few

directions where such models are headed.

At this point, I would like to make a few further propositions.

- That for the purpose of desevribing mature markets, the
empirical NBB approach, with its improvements, will be most
effectively used.

- That for the purpose of product re-positioning, compound
stochastic processes will be most useful in simulating
consumer reactions to positioning alternatives.

- That for the purpose of new product development, complex
stochastic models incorporating behavioral theory will be
most useful in simulating consumer reactions to design
alternatives.

- That the rivalry between stochastic and deterministic poeints
of view will become moot.

- That the use of stochastic models will continue to be more
effective for frequently purchased goods (e.g. consumer
packaged goods) than for infrequently purchased goods (e.g.
durable and specialty goods).
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Section II -- BEHAVIORAL MCDELS, a closer look

The perspective of this section is that behavioral models of
consumer behavier are the fundamental building blocks to marketing
management. Nicosea and Wind (1977) have offered the following portrait

of the role behavioral models of market analysis play in marketing

management. (Figure II.1)

Figure I1,1: The Role of Behavioral Models in Market Analysis
. (from Nicosea and Wind, 1977, p3)
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My feeling here is that marketeers need to understand the consumer
in a fundamental way. Such can be seen as laying solid strategic

groundwork for interpreting, explaining, and taking action upon
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'developing market situations.

Treatment of all behavioral model types 1is not possible here,.
Rather the purpose of this section is twofold:' first to give the reader
an idea of what types of issues are being addressed in the consumer
behavior field and second to provide an idea of how these issues are
structured or linked in viewing the field as a whole.

In order to fulfill this promise thrze chapters are devoted. The

first is concerned with treating the so called large System Models.

These models may be characterized as theories of 1large scope whereby
the& account for (unify) considerably more variables than other types of
models, Their strength is in the area of describing complex decision
making processes. Their weakness is in the area of measurement and
estimation insofar as these models are highly abstract.
Operationalizing all the various definitions and measuring the associate
variables (especially over time) represents a gargantuan task.

The second chapter deals with consumer decision rules or choice
heuristics as they are also called. These rules are specific models of
how consumers c¢rder information about a set of competing products and
hence derive a product preference function. These rules are examples of
behavioral models of a much narrower scope and can be viewed as
components of the large system models. These choice heuristies are
‘treated instead of other aspects (coﬁponents) of consumer behavior
because of their centrality to the overall phenomena. Through the
observation and analysis of such rules a firm can gain a greater
understanding on how consumers view their products in relation to other

products and thus become more efficient at product design, support, and
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communication.

The third chapter deals with current topiecs relating to consumer
choice behavior being discussed or researched in the literature. It is
hoped that from this section the reader will derive a richer perspective
not gained through the specialized focus of the other behavioral
sections. Also included in this chapter are a summary of my

conclusions.,
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Chapter Four -- LARGE SYSTEM MODELS

In this section, three basic 1large system model structures are
presented. They éach represent a major conceplual scheme and it
perspectives will illuminate the complex process of modeling consumer
behavior.

The first model is drawn from James Bettman's work on information
processing theory as it effects consumer behavior. The perspective of
Bettman's approach is generally micrbscopic. ﬂe attempts to reduce
consumer behavior to itc fundumental process components. By specifying
these processes, consumer behaQior is viewed in an extremely
déterministic (mechanistic) light. The theory is therefore quite broad
in scope but on a

small scale. By virtue of its 1level of detail it 1is not a
practical managerial tool per se. Rather, it can b. seen as providing
excellent background information to the manager who is striving for a
greater wunderstanding of the consumer. This would be especially true
for the advertising manager who is designing strategies for presenting
short spots of information to a population of consumers, in that the
manager is naturally interested in optimizing the impact commercials and
fhe like will have. Insight into the information processing
characteristics of individuals is key to this end.

Next presented is the Howai'd/Sheth model of consumer behavior. The
perspective of their approach can be seen as a step up from that of
Bettman insofar as they are more interested in the cognitive or learning
aspect of consumer behavior. The information processing approach does

provide for learning but in a tedious bvuilding block fashion. The
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Howard/Sheth framework provide: a more general perspective demonstrating
that consumers do learn' and how that affects their buying behavior,
rather than how consumers learn. |

In conjunction with this treatment I have included a presentation
of further insights provided subsequently by Howard. This work
represents a solid attempt to apply some of the key concepts of the
Howard/Sheth model. In this section, the degree to which learned
consumer behavior is manifest as a function of consumer experience and
product type is explored. This analysis represents a scaling up of the
Howard/Sheth theory. The two sections in combination represent a theory

of broad scope, whereby many concepts from economics and the behavioral

sciences are vunified.

The third modeliis that of Nicosia's. The perspective of his
approach 1is much more of that of the operational model builder. His
work represents an attempt to simulate firm and consumer interactions,
and is flexible enough to include a variety of sub-mcdels which no doubt
could be generated from the analyses of Bettman, Howard and Sheth and
others not explicitly mentioned in this treatment.

The Bettman Model.

James Bettman is well noted for presentinrg an integrated theory of
consumer behavior from an information processing point of view. His
‘recent work (1979) provides an analytic framework for wunderstanding
consumer behavior in'the context of a choice environment where choice is
viewed as a selection process among a 8Set of alterenatives. The
information processing appreoach focuses on the types of information used

by consumers, how this information is processed ‘(evaluated), and
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consequently how decisions are made, It is a fundamental theory which
provides the sound basis for a consumer model.
While Bettman introduces the theory in its conceptual entirety, I

find it more useful to view it in a sequence of three layers

The first layer I see as a basic hierbrchy of consumer decision

making processes. Bettman emphasizes that no distinct starting or
ending point exists for the decision process, hence the notion of a
hierarchy is less absolute and more a conceptual convenience.

The second layer I see as a group consisting of three mediating

and/or constraining processes serving to articulate the basic decision

making process introduced in the first layer.

The third layer consists of processes which link the individual to
his/ her environment and the associated distractions and informational
updates that impinge on the consﬁmer during the decisien making process.

The First Layer

Shown in figure 4.1 are the elements of the first layer: Whereby:

Motivation, Gozl Hierarchy.

In this scenario motivation is seen to be a set of mechanisms
serving to control and/or mediate the movement of an individual from
some initial state toward some desired state. In this way motivation is
seen to affect both the direction and intensity of behavier, both

4defining desir>a and determining the amount of energy expected to
fulfill them.

A‘gggllis said fo be a specific state which, when attained, is
instrumental in attaining the desired end state (goal object). Because

goals can be broken down into more discrete units, the concept of
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Figure 4,1, The First Layer:
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subgoal is employed and the ordering of such subgoals, geals and desired

states is deemed a goal hiererchy. Such a hierarchy as applied to a

specific product class may very well take the form of a partitioning
structure as shown in the Hendry system and others.
Attention.

Voluntary and involuntary attention are distinguished here.
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Voluntary atterntion 1is said to represent the consumers allocation of

information processing effort and is guided by the goal hierarchy.

Involuntary attention is used conceptually to refer to interrupting

events which will be treated specifically later.

Information Acquisition and Evaluvation'.

The information processing approach suggests that the goals being
persued will clearly influence the area of attention and thus the
information aquired. The information is then evaluated as to its

sufficiency for proper (sub)goal attainment.

Decision Processes.

A critical aspect of the theory is that choices occur in all of the
previous components: choices about goals, what information tc attend to
and when to stop searching. The ubiquitous presence of choice implies a

cyeling rather than a serial proéess. The decision process as depicted

as depicted has its focus on the comparisen of alternatives. llere
choice heuristics are the major vehicles for these comparisons. Bettman
further suggests that detailed rules for comparisen (heuristics) can be
viewed as simply one level of the goal hierarchy and that subgoals can
be interpreted as evaluvation (choice) criteria. In this way, for
example, a satisfaction level for a particular product attribute would
be hoth a subgoal and evalvation criteria. Bettman admits that this
'suggests that no separate decision stage process exists. He has,
aonetheless, tieated it as a separate component of the theory because of
the salient.nature of specific choice rules in wunderstanding choice
behavior. The nature of which will be explored more thoroughly in the

next chapter.
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Consumption and Learning:

Once a purchase has béen made and while the preduct is consumed or
experienced a new source of information is opened'to the co;sumer, and
the outcome of future choice is affected. This depends on how the
cutcome 1is interpreted. This is dependent upon differing inferences of
causation(attribution). Once such a process has occured it is suggested
that a consumer may update his/her decision rule or do nothing.Two

common decision rule changes are: simplification and elaboratioen.

THE SECOND LAYER:

Associate to the so described hierarchy are three
mediating/constraining processes. The first two being perceptual

encoding and procesing capacity. The third mediating process envolves

an elaboration of the information acquisition process by differentiating

between memory and external search procedures. Their association with

the hierarchy is shewn in figure 4.2,
Whereby:

Perceptual Encoding: This refers to the interpretation process an

individval wundergoes after having attended to a stimulus. Bettman
endorses the belief that construction of such interpretations typically
comes from both memory (the way things were) and the perceptual input
itself (the way things are) where interpretations most clesely alligned
with pre-conceived concepts are most quickly built and assimilated inte
the goal hierarchy. In this way attention and perceptual encoding
constantly interact and the notion of closed or open mindedness
illustrated.

Processing Capacity:
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Figure 4,2, The Second Laver:
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The present theory elaborates on this by considering such
limitations as a capacity problem with capacity being positively linked
with effort, hence motivation. This notion of of processing capacity is
further 1linked with a consequential 1limitation of the kinds of
strategies, heuristics, or rules that are feasibly used in a choice

situvation. Since this theory suggests that choice oceurs throughout the
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v

process, the concepts of effort and processing capacity impacts all the
basic stages outlined in level one. The major propesitions from this

analysis are said to be:

-~ That capacity exists and tust be allocated, whether by a
conscious decision or nearly automatically by learned rules

and

- That choice tasks are often se complex that simplifying

heuristics are used.

Memory and External search: Acquisitien of information 1is here

seen to be facilitated either ﬁhrough memory or external search. In a
cheice situvatien search may initially be internal with memory being
examined. Depending on the degree of association a memory has with a
stimulus being attended to, this precess may become automatic. Memery
may not contain sufficient information 8o external search may be
implemented. External search prccedures are thought to involve changing
the immediate gozl hierarchy and redirecting attention and perceptual
encaoding. Throuvgh this process memory is said to mediate by providing
interpretations of the external information found.

Hence information acquisition and evalvation is a revolving process
which is coﬁtinued until criteria for determining when information
search should be stopped are met. Such criteria are preoposed by the

theory to depend on:
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For internal search,

- the amount of (relavent) information stored
in memory

- the degree of suitability of that information

- the degree of the perceived conflict in the
cheice situation

Fer external search,
— the costs vs the benifits of the information
- choice environment facters such as,
% gvailability of infermation
® difficulty of the choice task

% time pressure on the decision process

The Third Layer: Imbedded in this conceptual layer is the key

concept that consumers are interruptable and not totally single minded
in their persuit of goals. Adapting work from Simeon (1967) Bettman

attaches scanner and interrupt mechanisms to his theory so as te

underscore such a possibility at all levels of choice. Figure 4.3
.depicts this relationship.

In this model the scanner is postulated te be a mechanism for
monitoring the environment for the purpeses of noticing conditions which
require changes in current actions or beliefs. When a theoretical

scanrer threshold is reached then an interrupt mechanism is said to be

triggered and new responses to the conditions encountered. Briefly, the
scanner and interrupt mechanisms influence the stages in the following
ways.

Attention and Perceptual Encoding: Attention and  perceptual




Figure 4,3, The Third Layer:
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encoding are not totally governed by the proposed goal

‘People often attent to stimuli or events not directly related

hierarchy.

to current

goals. The scanning and interrupt mechanisms are proposed to deal with

this situaiion by means of two types of interrupting events:

conflicts

and learning about the environment. Conflict can arise either from

parts of the environment which are compzting for ones attention (ie.
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advertising medium) or from a difference between what is expected vs
what 1s actually experiented. The individual management of conflict in
this theory is adopted from various theories (Hansen 1972, Howard and
Sheth 1969) and suggests that an optimum level of conflict exists
whereby if conflict is either below or above this t retic level,
actions or rationalizations are enacted to either increase or decrease
the level respectively. Furthermore, conflicting occurances can be
broken down into mechanistic responses, such as reacting to a loud noise
or commercial, or reflective response, such as reacting to a price
chénge. For the consumer, this could mean that he/she might become
bored with a preduct which had previcusly been seen as satisfactory, and
another alternative eor product type 1is experimented with; that is,
conflicting information is scught.

The second type of inisrrupt event, environmental learning,
involves the aquiring of informatien not directly related te current
purchases. Said te occur in two ways, through reactiens to interrupts
.and through relatively passive processes (perusing), this form of
learning often serves as backround informatien to anticipated decision
situvations. The level of anticipation quite naturally varys, and can be
linke& with levels of conscious allucatien of attention.

Information Acquisition and Evaluation: The rele of scanner and

interrupt mechanisms in this stage stems from three major interrupt
causes: conflicting information, lack of information, or unexpected
remembering of information. Conflicting information can occcur in many
ways, a few are: conflicts between two external sources, conflicts

' between an external source and memory, or conflicts between expectations
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ard the external source. Management of this type of coenfliet is thought
te involve such tactics as discounting one seurce or another or going on
to seek clarifying infermation. For the consumer this could represent a
situation where counter claims are being made for competing goods or
claims are made which does not Jive with ones experience with or
perception of a product.

Lack of information is delt with in two main fashions: either the
information ié deemed unimportant, or more infofmation is sought

Occationally individuals encounter a stimulus which elicits a
previously 'forgotten' memory. Such is said te remind cne of a geal and
lead to a revision of the geal hierarchy.

Decision Processes. As conflicts in decision criteria emerges, the

possibility of interrupt occurs. Reselution is said te eccur by trading
off one criteria for another (prioritize) or by seeking more information
as a basis for a higher 1level heuristie, or by postpening or not

implementing choice.

Managerial Usefulfulness The usefulness of this theory to the
‘marketing manager rests predominantly with providing better insight into
the kind of information seught by the censumer, how the consumer goes
about acquiring this information, and hoew the information is then
pracessed. Knowledge along these 1lines is key to designing and
presenting messages. Optimal message frequency and sequence of types is
more likely to be achieved with an understanding of the approach
Qutlined here.

An especially useful contributiaon of this theory is the detailed

eutline of the goal hierarchy concept. This concept is quite useful in
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net only understanding the motivations of individuals but alse in
prdviding a 1link to market partitioning work as cutlined in the Hendry
system. The partiohing hierarchy generated by the Hendry approach can
be 1likened to Bettman's goal hierarchy where each brand represents a
subgoal level. The Bettman model sheds much light on hew such a
hierarchy is developed and interpreted by consumers. Understanding of
the theory will lead managers te ask better questions and make more
insightful observations when segmenting markets.

Another use of the meodel is in the area of conflict and response to
conflict. The theory details these processes and may well offer
superier techniques for measuring conflict 1levels in consumers.
Accurate measurement can lead te more optimal timing of a new brand,
attribute, or campaign introductien when conflict levels drep below
ideal. Such indications could well precede noticable dreps in sales.

A third specific use of the theory can be seen in terms of its
central treatment of choice heuristics or decision rules. Through such
an analysis, the specific methed by which choice processes are

implemented are detailed. Understanding the consumers' strategy for

sorting out alternatives and weighing attributes is central to preduct
design and pesitioning.

A fourth specific contribution of the theory is its broad
description of purchase decisions, decisions not only among competing
alternatives of a product class (decision rules) but between preduct
classes alsé (application of this whole theory).

The obviqus drawback te the thkeory rests with the fact that it has

noet yet been applied on a useful scale. Proper measurement techniques
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and experimental procedures must be developed and tested to make the
information processing appreach operaticonal for diagnesing a censumer
sitvation. Ne doubt such work will be forthcoming, se it remains
impertant that the manager be aware of the theery so as to make specific
use of it when it becomes practical. In ‘the meantime knowledge of the

theory will help managers form a more detailed mental medel of consumer
behavior which will help them make better observatiens and decisiens.

I now move on te a treatment of the Howard/Sleth medel which, while
differing in perspective from the Bettman theory, should be viewed as
cemplimentary.

The Howard 1/ Sheth Model:

The Howard/Sheth model (1969) was cone of the first large system
medels and has threughout its develeopment undergone rigorous examination
and retinking. It was develéped under a commissien from the Ford
Foundation and represents an admirable attempt to identify and frame the
major variables seen te influence censumer behavior. It takes its
terminelegy from both economics and the behavioral sciences and
therefore can become somewhat confusing for the garden variety manager.
Its value as a wunifying work, however, makes it worthwhile te peruse
threugh at least once.

An underlying observation of the medel is that much of purchase
‘behavior 1is repetative with consumers establishing purchase cycles for
variqus products or product catagories. The focus aof the theory is
ccnsequently on how decisioen process elements change or evolve with
repetition of purchase, Specific attention is paid te search fer and

incorparation of pertinent information from the commercial and secial
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environment.

The theory outlines three elements of brand-cheice decision making:
1) a set aof motives specific te a preduct class, 2) a set of
alternatives (brands), and 3) decisien mediaters serving te match
motives with alternatives. An impoertant operational aspect of the
theory 1is the wuse of preoducet class analysis. The notien of product
class is readily understandable by managers , yet it is importantant hew
consumers define the preduct classes net managers or industry (unless
they happen te coincide). - |

Another important construct of the theory is the notien of decision
mediaters. These represent a set oI rules serving te order and
structure both a-consumer's motives (a less refined version of Bettman's
goal hierarchy) and a set of brand alternatives depending on their
probability or potential te satisfy said motives. These mediaters are
develeped through 1learning either frem the envirenment or from direct
preduct envolvement (experience).

Here the concept that the nature of censumer decisien maxing varies
predictably with a buyer's experience with a preduct class is outlined.
Consumers who are just beginning te purchase a product class are said to
éctively seek (or accidentally receive) infermation from his/her
commercial and social environments. Interviening at this point are
individual perceptual processes serving te beth limit the intake of
information (a 1less refined versien of Bettman's criteria for
terminating information search) and frame or reference this information
Vto anes belief structﬁre. The acknaowlegement of this intervention

represents a significant divergance fraom the traditional



60

stimulus-response scenario. The consumer is said te be envelved with
the product class and éo learn from the experience. Appropriate and
sufficient decision mediators are develeped and the consumer chooses a
brand. If the brand proves satizfz .ory, the decisien mediators are
reinferced, leading te the probabilistic increase of brand repurclase.
As satisfactory purchases are repeated, the consumer is said to manifest
a routine decision process. Such is outlined by Howard and Sheth as the
basis for strong brand leyaliy.

This sequence through which consumers experience a preduct and
collect information about it 1is seen to reduce the complexity of the
buying situatien, thus leadingf to a reduction of active search
behavigr. Consumers are envisioned as moving to a state of "eognitive
consistency" (ie. dissonence reduction) whereby further information is
filtered or distorted so as to remain consistent uith his existing
cognitive structure (beliefs).

Rescuing the consumer from such a behavioral black hele of
gself-fulfillment is the phenomena of boredem. In such a scenario aven
the preferred brand may become unacceptable and a desire to comglinape
the buying situation arrises. 1t is here that the aformentioned concept
of an "cptimal conflict level" was forewarded -~ initiating a cyely of
infermation seeking that ¢scillates from complication to simplification
and back again.

Individual Differences: While Howard/Sheth acknowleg - the need for

a theory on human behavier to account for individuval differences, it 1is
asserted that the construction of a model necessariiy starts with a host

of Sinplifying assumptions (presuming some homogedeity) so that the
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invarient relations can be identified. Subsequent relaxation of these
assumptiens allews for the breadening of the theory. Such simplifying
assumptions are seen as key not aonly te the mo&el builder , but te the
manager as well who 1is interested in differentiating buyers on an
aggregate level. Thorough psychological understanding of the individual
is seen as basiec for achieving useful classifications. The

differentiating of consumers on the basis of extensiveness of problem

solving is seen as such a useful classification.

Specific Elements of the Theory:

The model facusses on the process of rational cheice behavier and
builds from four elements consisting of three sets of variable
catagories an a set of mediating constructs. The variable catagories
are: 1) input, 2) output, and 3) exogenous. The constructs are deemed
hypothetical and are broken inte twe catagories: 1)learning and
2)perceptual.

A diagram of the Howard/Sheth theery is provided in figure 4. u,
The central rectangle ceontains these hypothetical constructs and
variables depicting the state of the buyer. The inputs are stimuli from
the commercial (marketing) and secial environment. The Qutputs take the
form of a hierarchy of responses a consumer is said te wunderge in a
purchase situvatioen. The seven exogenous or influencing variables are
shown at the diagrams teop and account or adjust for interpersonal
differences within a heterogeneous population. Fellowing is a brief
description of each element of the theory.

Stimulus Input Variables:

Inputs from the commercial environment are basically generated from



62

Figure 4.4, The Howard/Sheth Theory: (from Kassarjian & Robertson,
1973, p. 523)
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elements of the marketing mix. In the theory these elements are
pertrayed from the comsumer's perspective and five major brand
dimensions are oqutlined: price, quality, distinctress, availability and
service. These dimensions are further broken down by the manner in
which they are presented or conveyed. If brand information is gotten

from the product itself , the input is deemed significative. If brand

“infermation is received indirectly from verbal or visuval representations

(media, catalogues, salesmen) , the input is deemed symbolic. Effective
marketing is seen in the theory as an optimization preoblem of funds
allocasted between these channels of communicatien.

Inputs frem the secial envirenment, while net particularily
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contrelable, alse influence decisien making. Word-oef-mouth and the

.

observation of a product in use are twe examples.

Hypothetical Constructs:

These constructs are deemed hypothetical simply because they are
directly wunobservable. They are erdogenocus te the system yet there
values are inferred from the relationships between the ocutput variables
in liew of the input and exogenqus variables.

Learning Constructs

Motives: Or goals are treated as a means-end chain or hierarchy
and are catagorized as general or specific depending on their positien
in the chain. General or non-specific motives are thought of as theose
drives which affect the consumers meotivatienal state in a glaebal
fashioen, and they are censidered higher in the means- end chain. The
Maslew hierarchy is a gooed examply of what Heward and Sheth mean here.

Specific motives are, for the mest part, manifestations of an
Qverseeing general motive. Specific motives are said to bg lower in the
means-end c¢hain and are clesely alligned to the attributes of the
product class. Such that, product attributes are said te fulfill
specific motives which in turn or 'in combination fulfill general
-maQtives.

Brand Potential of the Evoked Set. Consumers familiar with a

preduct class has in mind a set of alternatives (evoked set).
Alternative evoked brands will be viewed by the b#yer to satisfy his
motive structure in different ways. Each brand is therefore said to
pesess a potenﬁial for need fulfillment. Through expefience the various

brands are asessed algng these lines and ranked.
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Decision Mediators: Such mediators are established through

learning and are said te take the form of 'enduring coegnative rules'
which provide a means for evaluating brands in a manner cempatable with
geal directed behaviar.

Predispesition. Considered in this theory to be a summary of

mQtives,brand potential rating, and decisien mediation...
predispesition refers to preference as it applies te the evoked set.
This construct is determined te be an 'aggregate index' of attitude and
is measurable.

Inhibitors. These represent those environmental ferces which may
disrupt the motivated, predispesed consumer from purchasing. Four
inhibitor types are preposed: high brand price, brand availability ,
time pressure on buyer, and the resqurces of the buyer. The theery
suggests that while such inhibitors are not generally internalized by
the consumer ,systematic qccurance ef an inhibiter will cause adaption
ef an individuvals decision mediators.

Satisfactien: This refers to the degree te which actual purchase

consequences match expectations.

Satisfaction or dissatisfactioen will affect the ranking of the
evoked brands for the next buying decision. Extream cqutcomes are seen
as likely to affect the number of brands in the evoked set... whereby a
'very paesitive experience could result in the  subsequent  sole
consideration of a brand, and whereby a very negative experience could
lead to the. brands omissien. Reasqonably discrepencies in expected
satisfaction are seen as likely to affect brand ranking.

FPerceptuval Constructs
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Sensitivity to Information. Said te depend on the degree of

stimulus ambiguity (understanding) and predisposition, sensitivity te
information refers to an individuvals control oever the intake ef
information. Selective attention is a manifestation of this phenomena.

Perceptual Bias. This is a proecess whereby people may actually

distort infermation as they perceive it. The fact that people sometimes
see what they want to see is a manifestatien of this phenemena. The
components of perceptual bias are complicated, drawing directly on
predispesitiaen which itself draws on other constructs. The level of
perceptual bias can be linked te an individuals receptivity.

Search for Information. During the buying precess ceonsumers

actively seek infermaticen. Consumers are alse said te aquire
informatien passively. Howard & Sheth go on te suggest that censumers
passively aquiring informatien are 1likely to exhibit lower levels of
perceptual bias... thus raising the probability they will be receptive
te commercial cemmunicatien.

A customer will seek or accept infermatien generally in prepertien
te their experience with the proeduct class... or in the event of
boredem.

Response Variables

Attention. In the Howard/Sheth framework attentien is viewed to be
"buyer response" which reflects the quantity of infermation being used
and is controlled by the sensitivity

Comprehension. In this theory comprehension simply refers te the

knowlege a buyer posesses abeut a brand. Standard advertising measures

such as awareness,. aided or unaided recall, and recognition are said te
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capture various aspects of comprehension. te information censtruct.

Attitude Towards Brand. This is the visable or measurabls mapping

of an individvals predispesitien -- and simply represents a censuvmers
evaluation of a brands potential te satisfy.

Intention to Buy. This variable, drawing from ones predispesitien,

is ar. individval's prediction about what brand will be purchased. It is
said to include a subjective forcast of likely inhibiters and is wused
extensively as a prediction of brand purchase.

Purchase Behavior. Purchase behavier is the overt event follewing

favorable preaispesiticenal, intentional, and inhibitor stages. It is
what impacts the firms sale figure and is, therefore, most visable. The
consequences of this stage must alse be considered for they most
certainly affect future purchases. Howard & Sheth argue that it is
eften useful te include consumption as part of purchase behavier.

Exogenous Variables

The Howard/Sheth theery 1is primarily ceonsidered with these
influences which affect the consumer during the time peried of a
particular decision.making process. The exogenous variables as outlined
are presumed te be predeminantly histeric in nature and their influence
already imbedded in the values of the pe}ceptual and learning
canstructs. Therefere, the theofy dees noet explicitly attempt tae
explain the formation of these variables or outliﬁe how they change.
They are, however, considered to be wuseful as a basis for market
segmentatic: due to their causal link to behavier. For this reasen they
are included, and I provide a brief qutline.

Importance of Purchase. Refers in one way te the degree eof
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invelvement an individual has with the product class in question. The
more important the purchasé, the more enveolved a consumer will become ,
the more infermation will be s.ught, and the iarger the eveked set will
beccme.,

Time Pressure. Refers to the allecation of limited time reseurce

te competing behavieral alternatives... one of which is the purchase
behavier in question. Mounting pressure or lack of time can: 1) speed
up the purchase by cutting doewn search for behavier or 2) inhibit and
thus deter or delay the purchase behavier. It is an effective marketing
campaign which can both enhance this pressure and minimize the
prebability of purchase delay.

Financial Status. Refers te budget constraints and their effects

en mediating unconstrained motives or ideals inte reasonable
alternatives.

Persqnality Traits. Consisting of a whele hest of geoedies these

variables are noted to affect both the general motives and eveoked set of
a consumer... general motives because of the fundamental nature of such
traits 1like anxiety and self-confidence and evoked set because certain
preducts have symbelic connotations (ie. status) .

Secial and Organizational Setting. Is said te involve group or

sqecial influences from the family, peer groups, etc. —— and
'6rganizational influences from small group interactions dealing with
concepts of power, status, and avthority. These variables are deemed

specially impertant duve to their influence on the learning constructs.

Social Class. Is said to capture higher level influences of social

stratification. )
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The Dynamics of the Model

In order te facilitate their investigation, Howard & Sheth present
a classification system for decision processes. They purpert that
depending on ones predispesitien tewards a brand, the associate decisien

process can be viewed as one of three types:

- Extensive Problem Solving (EPS) Here brand predispositien
is low insofar as the petential of eached eveked brand to
fulfill present motives remains ambiguous. Preference 1is
not exhibited and the buyer actively seeks information.
Deliberation of alternatives is prevalent as qQne develops a
firmer understanding of what defines the preduct class in
question.

- Limited Problem Solving (LPS) Here brand predispesition is
said te be moderate. Ambiguity still exists since ne brand
is immediately preffered (or recognized). Infermation
seeking occurs, but te a 1lesser extent than with EPS.
Brands are compared more on a relative basis, with the
evoked set containing a smaller number and with preference
for each being fairly equal.

- Routine Response Behavior (RRB) Here brand ambiguity 1is
eliminated insofar as the consumer has sufficient
informatien to make an immediate decision. He/she has
develeped a high level of predispesitien towards one or twe
evoked brands. Purchase behavior under these circumstances
can Qcceur 'spentanequsly! in response ¢ ceongruent
infermation about the brand. Here  impulse purchase
behavior is seen for the most part as a coincidental result
of boeth a strong predispesition and a facilitating
commercial or secial stimulus (ie. a display, or seeing
the product in use).

These catagories represent different degrees of consumer
learning. Three causes for develapment and change in the learning
constructs are propesed; they are: 1) generalizations from similar
buying sitvatioens, 2) repeat buying within the same preduct class, and
3) Information.

Specific treatment of the usefulness of these catagories will be
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undertaken in the feollowing section concerning Joehn Howard's subsequent
extension of the Howard/Sheth theory. Howard & Sheth outline and
specificly treat

Managerial Usefulness. The wusefulness of this theery toe the

marketing manager 1is that it preovides a reasenably worldly unificatien
of previously vunrelated findings. It provides a broader interpretation
than dees the Bettman theory as it 1includes a specific array of
endegenous variables.

In s§ deing, it has provided us with a valvable way to view preduct
classes in terms of consumer experience and invelvement with them.
Specifically, the constructs of RRB, LPS, and EPS can be linked net enly
te the experience a consumer has with a geed but alse with the nature of
the good itself. Feor instance consumers need less informatien to decide
en a  preduce whoese purchase censequences are net that great (i.e.
censumer packaged goods), and are therefere 1likely to achieve RRB
faster. Fer purchase of a durable, where the consequences are
significant, the consumer will maintain a higher invelvement 1level and
will probably exhibit LPS or EPS. Therefore a good can be classified in
terms of the type of purchase behavior it is likely toe evoke from a
pepulation with a given level of experience with it.

The major drawback of the theery is that while it integrates a

‘number of phenomena, it dees not adequately explain when these phenomena
are important and how they operate. For internal proceéses. the Bettman
theory helps; For external variables the relationships re still
unclear. Furthermore, the theory facuses heavily on the censumer cheice

precess and not on the firm-consumer interactien. In additien, the
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theory 1is net sufficiently general te explain consumer choice between
preduct classes as with the Bettman theory.

Extensive efforts have been made te test the Howard/3heth theory
empirically (Farley and Ring, 1970) . The results have validated the
majerity of the propesed relationships. Much woerk still needs te be
done te make the model more normative.

HOWARD'S EXTENTION

In his beek Consumer Behavior: Application of Theory, Howard

(1977) clarifies and applies many of the concepts forewarded in the
Hoeward/Sheth model. 1In this work no further attempt to develep a large
system model is made. Rather a host of well-defined concepts have been
chesen for analysis. These concepts are linked by four underlying

themes, which are:

That three kinds of preblems exist for which the study of
consumer behavior is useful: managzement, regulation, and
actual purchasing.

- That ‘consumer behavior must be viewed in three separate
settings:! preindustrial, industrial, and pestindustrial.

-~ That three views of consumer behavior must be reconciled.
They are: eceonomic, marketing, and psychelogical.

-~ That there exists three stages in the development of the
consumer decision making process: (as before) Extensive
Problem Selving (EPS), Limited Problem Selving (LP3S), and
Routine Respense Behavier (RRB).
While the rele of the first three themes is important in
putting the theory to use, the scepe of this thesis deoes not permit

their treatment. Consequently, I will fecus on the contributiens Heward

makes along the already familiar'lines of the fourth theme (from the
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Howard/Sheth treatment).

The netien that consumers progress threugh varieus decisien making
stages as a consequence of learning is key to Howard's understanding.
These stages se 1labeled EPS, LPS, and RRB, while not necessarily
discrete are essentially differentiatable and serve as a good framework.

In his amplification of these stages, Howard introduces the notien

of concept learning. He  suggests that 1in the context of a

pestindustrial society, where the intreduction of radically new products
is a commen event, such a notien is useful in broadening the normative
pewer of the EPS, LPS, RRB framework. Concept learning is seen the

accur in three phases:

- Concept Fermation. Here in order to purchase a brand
class in an effective fashion, consumers are said to first
develep a concept or image of this brand. Appropriate
choice criteria are learned essentially through a grouping
and distinguishing process. Thus by grouping a new product
with something perceived as similar, familiarity is
attained. This concept formation process is a counterpart
te EPS.

- Concept Attainment. When other new brands appear within
the same preduct class, consumers 1learn c¢ther choice
criteria with which te differientiate and evalvate the new
brand in relation to the others in its class. In this case
the consumer merely needs to attain a brand image (vs brand
class). This concept attainment is a counterpart teo LPS.

- Concept Utilization. After a brand class has been
established, the decision making becomes simple. All brand
quality judgements have been made ; the consumer has
already formed a brand concept for each alternative.
Deciding under this format is merely a matter of evaluating
price and availability or other such routine criteria.
This process of concept utilization is a counterpart to
RRB.

Integrating this framework with the notion of a

praoduct life cycle, Howard has qbserved that each stage of the cycle can
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be characterized by the decision stage most consumers are in., This does
not imply that it takes the duration of a preduct's life for consumers
te exhibit RRB... moreover, such depends on how frequently the censumer
buys the product. When the whole distribution of consumers is observed,
the relative proportion of peceple exhibiting one decision stage or
another can be seen, and it is the mean of this distributien which is

linked to the product life cycle stages. Embedied in the subsequent

skewing ef the distribution is the concept of diffusien of innovation.

These ideas mre illustrated in figure 4.5 which shows the distributiens
typical for three stages of the instant coeffee life cycle curve.

Figure 4,5, Product life cycle and stages of the decision process for
instart coffee: (from Howard, 1977, p. 13)
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The parallel use of the ideas of preduct 1life cycle, decision
stages, and concept 1learning provides an insightful integration of a
variety of perspectives., Haoward preceeds from this peint te convey the

applied aspects of this theory and to demonstrate that what has been
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outlined as three stages is really the complex stage of RRB getting
simpler (LPS) and simpler (RRB).

In the second (and last) section of his book, Howard outlined seme
metheds for modeling the variqus decision stages. I find it useful to
present them.

. Modeling RRB

Stochastic Processes. Howard suggests that the predictive powers

of staechastic medels is useful in projecting the purchase frequecy
exhibited by RRB. The fact that stechastic models generally do net
represent the underlying pfocess is finessed in liew of good results.

The first-order Markev model is demonstrated te be useful in
mapping the general direction market share will take. The model is
further seen as benificial in interpreting a mass of data that would
otherwise be aoverwhelming. Howard gees on to suggest that influences of
campetitive interaction -- such as price, prometien, or advertising
ad justments -- can be treated as supplemental infermatioen te the model.
The accuracy of the projections can therefore be increased by tuning the
transition probabiiities. Sueh a precedure can be inexpensive and
prevides managers a good incentive tao interéct with the medel.

The Hendry medel is alse oeutlined as useful in predicting RRB in a
steady state market situation where the consumer is fully learned, and
‘brands are similar. The Hendry system is viewed as a goeed but not
neéessarily the best technique to partitien the market. Heward suggests
that managers use more that one way and compare the results... if
similar resblts are yielded, it can safely be said that the 'true'

structure has been identified.
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Deterministic Medels of RRB. While it has been demonstrated that

stechastic medels have goed predictive characteristics, they de neot
previde an explanatien of behavier in managerially useful terms. That
is;, they do net provide any diagnestic help... help which comes in the
form of explicitly relating purchase to act}onable marketing variables.
For this a theery is needed, and such theories, says Heward, are
necessarily deterministic. These deterministic medels are said te take

twe forms: estimation models and structural medels. Estimation moedels

are used merely te relate phenomena with no implicit cencern for
causatien. Regression analysis is an example of sSuch a medel.

Structural models, on the other hand, are cencerned with causatioen.

Here the specificatien of causal paths between variables sets up a
network that identifies the influencing parameters.

Howard presents a structurai medel of RRB, shaown in figure 4.6. In
this model the consumer is said te come in contact with facts abeout a
brand which affects his/her impersenal attitude tewards the brand's
price and availability. This impersonal attitude is combined with the
consumer's persenal attitude or liking of the brand embodied in his/her
concept of the brand. This combinatien of attitudes results in an
intentien te buy which leads te purchase.

Modeling LPS

While RRB was found te be adaquately represented by beth stechastic
and deterministic framewerks. Howard believes that maodeling LPS
requires af deterministic appreach where stochastic elements may be
included. This assertien fellews from the notion that in LPS there are

"more peints oflleverage for changing behavier; particularly, the brand
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Figure 4.6, Model of RRB: (from Howard, 1977, p253)

Concept >/ > P

F > Price

Availability

h 4

concept itself may be changed".

In developing a structural model fro LPS, Howard relys on a general
apprcach for modeling. Fer clarity I oqutline a reworked version
cqnsisting of seven steps; they are: specifying the medel,
Qperationalizing the specified model, collecting the data, conversien of
the medel to estimating form, analysis of data, describing the results,
and interpreting the results. It is this appreach or methadelogy which
forms the backbene for Howard's development of deterministic, structural
medels of buying behavier. He intreduces it in the context of modeling
LPS but it alse applies te medeling EPS and more complex applicatiens of
RRB.

This medel building appreach is theroughly qutlined by Howard with
illustrations of specific markeﬁ situations and generates treatments
éllowing for a variety of medel forms, but fer the purpeses of this waerk
it is not important te present all these illustrations. Rather it is
the general appreach I wish to convey. Following this purpese I will
provide a brief description of the various model building stages using a
simplified example empleyed by Howard as I proceed.

Specification of the model. The goal here is te deseribe the

theory as precisely as possible. Boxes and arrews are particularly
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attractive devices for this step, the result being a flewchart. Figure
4,7 shews such a result based on data for instant breakfast food. For

simplicity, the construct name have been replaced with symbels.

Figure 4,7, Flow chart for instant breakfast food:(from Howard, 1977,

p. 257)

» C
v Qermanent memory  F
F > > Brand identification = B
L " . Attitude A
1 .Confidence C
Intention 1
Purchase P

| B

Operationalizing of the Specified Model. The @bject is te devise a

questionnaire for cellecting data from consumers in order te quantify
previQusly specified constructs such as memory,identificatien, attitude,
cenfidence, intention, etec..

Collection of data. Assqeciate teo this  process, questiens

concerning sample size, representativeness, and manner of implementatien
(ie. mail, telephene, persenal) should be considered.

Conversign of model to estimated form. Tao fit the model to the

data, the symbolic relations of the model must be recast inte a set or
- 8ystem of mathmatical equations. Equations representing the instant

breakfast example are:
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B =ay . biF

A =a , boF + b3B

Q
n

23 + b4F + b5B
I

a8y + b6F + DTA + bSC

P=ag , pgr
In this case the simplifying presumption of linearity is made.

Analysis of the data. At this stage the data collected from the

questionnaire is adapted te the mathmatical system. Econeometric
techniques are employed te selve the simultaneous mathmatical system and
hence estimate the parameters.

Description and Interpretation of results. Here the reslts are

presented (described) in an vunderstandable fashien, and cenclusions
drawn throeugh interpretation. Table 4.1 shews the results for the
instant breakfast data. For each equation, tre variable associated with
a -1 entry is the dependent variable with the oethers in the row being
independent.

Table L4.,1: (from Howard, 1977, p261)

. Coefficients of the Instant Breakfast Model
Equation F B A . C 1 P  Constant R.

1 83 -1 33 010
2 33 12 -1 3.2 0.13
3 .25 -.05 -1 3.0 0.10
4 =21 22 31 -1 0.8 0.25
5 : 10 -1 -.15 0.04

Note: Some segmenting variables were included to properly identify the equations, but to simplify
they are omi*ed here. Their coefficients, though usually significant, were small.

Figure 4.8 shows these relatiens in terms of the specified medel.
Here the coefficient for each independent variable is shown ¢n the arrow
going from that variable to the dependent variable it influences.

The 1hterpretation of these results suggests that?
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Figure 4.8, LPS model with coefficients: (p., 261)
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.eoinformation has a strong effect on brand
identification and a substantial effect or confidence and
attitude: 0.83, 0.25, and 0.33, respectively.
Specifically, we can say that if infermation was increased
by 10 percent on this scale, brand identification would
increase by 8.3 percent. Correspending statements can be
made about all qether relatienships.

A compariseon of ceefficients for brand identification,
confidence, and attitude suggests that the message was
designed te affect brand identificatien rather than
confidence and attitude. On the other hand, it could be
that neone of the sources of information contained
evalvative information; this would account fer the 1low
coefficient of F A, The negative relatien between
infermation and intentien is suprising ; nevertherless, it
is consistent with other analyses using the same
specificatioen. It probably captures effects otherwise
emmitted from the system. The negative effect of B on C is
unusual, but the coefficient 1is small. A and C have
similar effects on I. Finally, intentien has a definite
pesitive effect on purchase, but it is small.

After a deterministic medel has been developed another series
ef questions arises. The first of these questiens concern the
generalizability of the precedures both accross the pepulation

(sqcieties & cultures) and aceress preduct classes for example. Howard
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reports goed results in performing such a LPS modeling precedure for a
number of preducts in various countries » thus indicating validity.

A second series of questions asks if the .model relationships are
stable and therefore wuseful for predictien. Howard has undertaken a
series of market simulatiens as a prebe into this issue. His specific
metheds will not be treated here, but he reperts encouraging results.

In a final comment on modeling appreaches, Howard suggests that
another significant appreach 1is qutlined by Little (1970), and that a
convergence of his data eriented appreach and Little's decisien calculus
(functionally explicit) appreach is likely and pefhaps necessary.

Modeling EPS

At the time of the beooks writing, Howard observed that progress
tewards medeling EPS was limited. An interesting discussioen ensues of
the various philesephic and methadelegic issues evolving around this
task, and the reader 1is refered to the saurce for exposure te this
material and a list of references.

Mereover, I would like to suggest that the 1large system medels
presented 1in this chapter are not necessarily in competition (except in
an academic sense). They have differing strengths and weaknesses as
have been oqutlined. Along these 1lines I believe that insights into

medeling EPS cquld well come frem these models. Bettman, in particular,

‘has done much work in the area of choice heuristics (decisien rules);
sgme of these rules are quite complex and hence could be useful in
understanding EPS. The follewing chapter includes a treatment of such
rules.

Managerial Usefulness. Howard's extension is ‘ useful in its
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broadening of the Howard/Sheth netiens of decision making. He
elaborates on the learning'process which is cenpral te the theery. Such
a framewerk provides a mere nermative insight into’ the frequency and
sequence of message types required and for o@ptimal proeduct suppert than
dees the Bettman werk. This analysis further serves teo outline the
types and ameunts of information required by consumers at each decision
stage. Specifically, the integratien of the preduct 1life cyecle and
concept learning concepts serves to provide a means of tracking a market
en the basis of the prevalent decision making behavier manifest by a
pepulatien. Furthermore, deviatiens from a "typical scenarie" can be
useful in gauging product class definition shifts due te utilizing
consumer perceptiens or new product entry.

Another contribution of Howard's extension lies with his outlining
of deterministic medeling metheds and assqciated prebes into the nature

of the three decision stages.

THE NICOSIA MODEL

A prevalent criticism of the major large system consumer behavier
medels is that they focus on the individual as affected, but not
explicitly interacting with other individuals. Insefar as consumer
behavioer is largely a social phenomena, this is a valid criticism.

The Nicosia model (1966) is the only major model which explicitly
'considers the selling firm and the consumer's interaction with it during
the decisien process. It is a computer based model which was spawned
from advertising research in an attempt to unify variqeus parts of the

economic, psychological, and sqecial mechanisms which govern gbservable

behavier. Furthermere, the Nicesia medel represeﬁts net only an
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abstraction of firm/censumer interactions qver time, but an attempt teo
simulate this behavier.

In order te cope with the complexity of cénsumér behavier, Nicesia
has attempted to first map out the underlying structure or 'blueprint!'
of consumer behavier, and second, develaop research teels and methadelegy
necessary te suppert the theoretical work.

The Nicesia medel builds from the concept of a clesed system made
up of a firm which developes annd communicates messages te a type of
consumer, be it an individual er a functionally homogeneous 'market
segment, to is exposed to ne other messages. In this context it is said
that the firm and the comsumer "determine each othe}" whereby neither is
inherantly independent of nor dependent on the other. In the course of
a marketing situatien for the firm, and a simultaneeus buying situatioen
for the consumer, the firm is viewed as influenced by censumer reactien
whereby it adjusts its message. The consumer in this situvation is
likewise influenced by the firm and makes ad justments in his er her own
reactions. A consumer reaction may or may not include purchase behavier
depending on the nature of the firms influence and situatienal factars.
The medel suggests that many interactiqns @ccur, many simultanecusly,
threughout the situatien depicted by the medel. These interactions are
treated in the model as fgndamental relations ameung econaemic,
‘psycheleogical, =sqcial, and ather variables. These functienal
relationships} supported by the varioeus research traditions, are key
components @f the model and are treated much 1like subroutines in a
computer program. The specific use of functional relatienships is said

te depend heavily‘en the specific preduct and brand in questioen, and
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enes theoretic perspective.

A flow chart of the Nicesia medel is presented in figure 4.9.

Figure 4,9, The Nicosia Model: (from Nicosia, 1966, )

Field 1: From the Source of a Message to a Consumer's Attitude

Sublfield 1 Sublield 2
. Message Consumer’s .
airm's Brege C)| Auributes | ) Avituge
(es'pecigl.ly
predispositions) Field 2: Search
for, and Evaluation
. of, Means-End(s)
Search Relation(s)
Evaluation | (Pre-Action Field)

Experience
Fleld 4: The
Feedback H .

Consumption Fleld 3: The
Storage ﬂ Act of Purchase

Dacision
{action)

Purchasing
Behavior

As can be seen, the dynamics of the model are manifest by four
building blecks or fields. Starting with the firm, the activity within
Field One encompases the flow of infermatioen from its sourse (the firm)
.to its destination (the consumer) where it is internalized.
Specifically, Subfield One includes the attributes of the firms
organizatioﬁ. its preducts, its resources, and its goals.

It is here that the context and timing of the message are formed.

If the consumer is expesed to this message it becomes an input inte
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Subfield Twe. This subfield represents the attributes of the consumer
which are described in an informatioen processing framework. The output
of Subfield Twoe may or may naet be the formation of an attitude towards a
praduct or service. Here an attitude is seen as a cognitive structure
of generic scope seo that it includes feelings about the product class of
the considered brand. This attitude 1is alse felt to provide a weak
attatchment te the considered product. Field Two takes a preoduct
attitude andvthrcugh search precedures (internal or external) evaluates
it with respect te other a;titudes about alternative products. ‘Sheuld
the product be evaluated favorably, formatien of a motivation teowards
the praeduct in questien will be Field twae's output. Here a motivatioen
is seen as a cognitive structure of specific scepe whereby it includes
feelings about just qne brand. This metivatien is then said te strengly
drive the consumer towards that brand. This motivation 1is input inte
Field Three where the moetivatien may or may net be transformed into
brand purchase. Brand availability, in-stere facters, and Qther
‘influencing variables are said te mediate this transfermatien. The
purchase that may ;merge from Field Three is the input te Field Four
which consists of operatizns such as sterage and consumption, leading to
brand experience. This experience serves as input te Field One.

Managerial Usefulness. The Nicosia medel is useful in providing a

‘framework for building a model of the buyer-seller relatienship. The
maedel is theoretically neutral and is quite capable of incorperating
submodels dervied from Bettman, Howard, Sheth and others. As a
simuiation the model could provide more dgtailed information than do the

presently emplayed stechastic medels.
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Chapter Five -~ SPECIFIC MODELS OF CONSUMER CHOICE

It is the purpese of this chapter te fQcus mere clearly on the
consumer choice process. Consumers de not generally have the means to
acquire and interpret the total amount of infermatien available for
making a particular choice. Consequené&y, buyers qften resert to
simplifying rules of thumb, or decisioen rules in order to negotiate a
decision situvation cost benificially. It is important for managers to
understand these specific considerations a consumer might make in coming

to a decisian.

Cansumer Decision Rules

I have suggested that decision rules can be viewed as compenenis to
the variqus large system models; this statement is somewhat misleading.
Imbedded in the netien of consumer decisien rules is a particular
perspective. In such a perspective consumer cheice is seen as a precess
whereby various pieces eof obiained infermatien are combined and
integrated so that a decision ameng alternatives can be made. This 1is

’distinctly an information precessing peint of view, and is therefere

more directly compatable with Bettman's theery than with that of
Howard/Sheth or Howard's extention. Nicesia's medel is flexable enqugh
that these notiens could easily be integrated inte it.

The Howard/Sheth--~Howard perspective has a heavy emphasis en brand
concept learning has a cegnitive orientatien. Certainly the two
perspectives are compatable, infoermatien processing is fundamental to
cognition, but insefar as cegnition is a higher order phenomena,
building over long perieds of time, specific and samewhat mechanistic

decision processes are not easily treated in such a framewerk.



It may well be found that decisioen rules frequently manifest in RRB
are different from these frequently manifest in LPS & EPS, yet analysis
along these 1lines has been limited and indirect, se indicating an area
fer needed research.

The Nicesia medel is meore flexible and has a reasonably neutral
theoretic perspective as it focuses on a methodelegy for simulatien of
consumer behavier. Insefar as the medel's subroutines can be called
throughout the various fields, I see little preblem adapting decisign
rules inte a form compatible with this medel. |

Basic Decision Rules:

A number of decisien rules have been offered. Eleven such
rules are identified, and are detailed here. Much of the terminelogy
and framewerk used here comes from Bettman (1979). Furthermere, these
rules can be seen as sharing a perspective whereby the overall
evalvation of a preduct is a function of its attributes and of the
consumer's perception of them. These rules represent not only a

jconsumer's strategy for dealing with a complex cheice envirenment, but
an attempt by theorists te¢ map physical preduct or service dimensiens to
perceptions and attitudes.

Affect Referral. Propesed by Wright (1975), this rule presumes

that a consumer dees net consciqusly examine the attributes of or
.beliefs about alternatives. Here the buyer merely draws oQn evaluatioens
stored in memory. The selection proecess 1is therefore semewhat
mechanistic. The rule is presumably most applicable fer cheices with
which a .consumer has a great deal of experience, or where product

envQolvement is 1lew. The affect referal rule 'phose seems quite
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campatable with Howard and.Sheth's concept of RRB.

Linear Compensatory. Here alternatives are described in terms of

multiple attributes, where any particular attribute (i) has asseciated
with it an evaluation (Viy .4 5 weight (Wi) signifying its impertance.
An gqverall evaluatien ¢f a particular product (E) is then given as a
linear weighted cembination @f the evalvatiens such that:

E:ni W.

=y i Vi

The medel is termed compensatory because pesitive and nggative
attributes can balance or compensate for one anether. It is usually
presumed that a brand with the highest overall evaluatien is chesen.
This rule is alse known as the 'ideal vecter medel' which is a special
case of the 'ideal peint meodel' discussed belew.

This type oef rule has been commonly used threugheut ceonsumer
research, particularly in the development of mulit-attribute attitude
medels, where evaluvatiens are mapped in relation te the fermation of

intentiens.

Aother form of this rule is the linear averaging rule where the

restriction that all the weights (wis) must sum te one.

General Information Integration. This rule is a generalizarien ef

the 1linear compensatery rule whereby attribute evaluations and weights
.are cembined, but net necessarily in a linear fashien. Here
multiplicative or éeneral polynﬁmial combinations may be used to form
everall brand evalvatiens.

An example of fhis it the ideal point model, which relys on the

. concept of a perceptval product space made up by produet class

attributes. The consumers utility (evaluvation) for a given brand is.
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related inversely to its weighted Euclidean distance frem his/her ideal

peint.

Another version of the ideal point model is the conjoint measurment

madel which considers a finite number of levels feor each attribute and
thus allews the manipulation of the preference functien through the
manipulation ¢f dummy variables.

Conjunctive. Here the consumer is presumed to maintain minimum
standards for each product attribute or dimensien. If any one attribute
is deficient , the preduct is immediately eliminated from conside?ation.
Hence this rule weights negative aspects quite heavily. The resultant
averall evaluatioen fer a product therefore takes the binary ferm eof
being satisfactaery or not. Further refining of the proeduct decision set

can then be accomplished in a number of ways.

- iteratively, by changing the minimum standards

- immediately, by taking the first satisfactery alternative

(conjunctive satisficing model)

- Qr by implementing another decision rule as a second stage

of a twqo step process (listed belew under phased prqecesses)

Except for certair cases envelving phased processes, this rule

is generally non-compensatory where negative and positive attributes deo
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net balance.

Disjunctive. Here the consumer is presumed to'develope acceptable
standards for each attribute or dimensicen. These standards are
unrelated to the notion of minimum standards because under this rule a
preduet is accepted if it passes any standard on any attribute
dimension. Again the final result is binary er pelar with a proeduct
being satisfactery er net. Because of the indiscriminant nature of this
model the first acceptable proeduct is likely te be chesen, but a phased
strategy is pessible depending on the situvation.

Maximax. A versiqn of the disjunctive strategy, preducts are
compared qon the basis of their best attribute. The preduct with the
highest rating on its best attribute is chesen.

Minimax. Another versien of the disjunctive strategy, whereby
preducts are judged qQn the basis of their weakest attributes. Here the
praduct with the strongest wezkest attribute is chesen.

Lexicographic. The presumption here is that attributes are first

Qrdered interms of there impoertance and then cempared against the
alternatives in a serial fashien. Here an alternative is chesen as seon
as it exhibits superiority in the attribute being considered. Hence
attribute comparisen continues as 1long as previqQus cemparisons resulted
'in an evalvative tie. An example of this rule would be an individual
whe thinks that price is meost important and immediately chooses the
least expensive alternative. Such a rule is therefqere non-compensatory.

Sequential Rule. Here, as with the conjunctive rule.' minimum

. attribute standards are established. Yet products are not evaluated on

the basis of all attributes, but rather attributes are chesen gne by one
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and preducts not meeting the standards are eliminated. Here ne specific
rule for selecting the sequence of attributes te be examined is
designated.

Eliminatien by Aspects. This is basically the same as sequential

elimination except that the attributes .are given different weights.
Here an attribute is selected with a prebability prepertigenal te its
weight, the alternatives are compared and the precess continued until
all but one. alternative remains.

Lexicegraphic Semiorder., This rule medifies the 1exicographic rule

se that comparisons between the alternatives are made on the basis of
salient (most impoertant) attributes, but on a leeser basis. Here a
range Qf acceptable Qr insignificant differences for each attribute are
specified, se that alternatives net exactly equal on the basis of a
single attribute can be judged 'close enough' and the next most
impertant attribute considered. Such a ruvle can thus 1lead to
intransitive choices whereby A is chesen over B, B qver C, and C over A.

Additive Difference. This rule also allews for intransitivity.

Here the consumer is theught te consider twoe preduct at a time (A & B).
First considered is is the difference between subjective utilities for A
and B on each attribute (i). Letting Ui(Ai) and Ui(Bi) represent these

subjective utilities of attribute i, then the 'considered difference!
can be represented as Ui(Ai) -~ Ui(bi). Differences such as these are

evaluvated for each attribute and each difference given a weight ("i)
‘thus specifying its importance in evalvating the preduct pair oqver all

attributes. Then A is preferred te B if:

i "i{Ui(A1) - Ui(Bi)} > @

¢
1=
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While the rule reveils only the relative evaluatign of alternatives
and not an abselute ranking, an overall ranking can be constructed.

Phased Strategies. As has already been referred t@, such is a

hybrid ruvle whereby a first phase is employed te eliminate some
alternatives and a second phase then empl;yed te Jjudge between the
reduced set 1larly wuseful in coping with a coemplex cheice situatien by
reducing the field of alternatives (a sort of neise reductien strategy).

Factors Affecting the Employment of Decision Rules.

Much research has been dene tQ sert qut which decisicn. rules
are used by which censumers., Shecker and Srinivasan (1979) in a review
article of multi-attribute approaches cite research (Hansen 1976, Write
1975) that suggests that while variQus consumers do use each of the
meodels, these which require simpler cegnitive proecesses are generally
preferred. The compensatery models are considered te be cognitively
less demanding over time insofar as an individuval need only consider the
balancing changes in the perceived attribute structure (perceptual
structure) in order to medify a previQusly conceived preference
structure. Models such as lexicegraphic and cenjunctive while simpler
for a discrete purchase, de not accru the benifits of learning gqver time
and can be more demanding cegnitively. Shocker and Srinivasan point oqut
the predictive ability of the compensatery medel as demonstrated in a
variety of studies (Brauvn and Srinivasan 1975; Dawes and Corrigan 1074;
Green and Wind 1973...)

and thus conclude that it 1is wusvally adequate as a normitive
framework.

Certainly better than adaquate decisions require a more therough



probe intqe the issue, Bettman has suggested that a key factor in
iselating when certain decision medels are used is by determining the
methed through which censumers implement them. He qutlines qutlines

three interrelated sets of metheds.

- Constructive vs stered methods. This differentiates
between a consumers drawing on memory (stered) in erder to
make decisiens vs an ad hec coenstructien of a rule.

- In-store vs prior methods. Refering here te how much a
consumer wWill rely on in-stere (or direct -sales)
information in order te make the purchase.

- Recognition vs recall methods. Refering to the differential
use of memQry amQung consumers in cemparing alternatives.
Seme consumers are fqund te rely @n recognising a product a
preduct when they see it while they currently cannot recall
it. Depending on the degree tae which consumers rely
strictly on recall methods consumers have been found 4{o
exhibit differing strategies (Eagle and Leiter 1964;
Tversky 1973).

Bettman gees on te praopese that the use of these metheds and
the subsequent choeice of a decisien rule is influenced by: individual

differences and task factors.

Individual differences can be seen as consisting of varying levels
of experience with and prier knowlege of the chaice at hand, infermatien
processing constraints (beunded ratignality), and personality facters.

As such a little experience leads to constructive, recognition, and
"in-store metheds; whereby, mere experience will léad to stored methaeds,
recall, and prior methods. Aleong these 1lines Park and Sheth (1975)
studied the effect product class familiarity had on manifest choice
rules, The best fit for weigﬁted linear caompensatery rules was feund
' under cenditions of high familiarity, while the best fit for disjunctive

and conjunctive medels was under conditions of -moderate familiarity.
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These results suppert the netion that an elimination phase is likely to
Qceur as a means Qf coping with unfamiliar cheice situations.

Information processing constraints. These refer te the notion of

mental capacity, and addresses the ability of variqus consumers to make
efficient use of qbtainable information 20 as te maximize satisfactien
given a fixed set of reseurces allgcated to the decision.

In one study Shugan (1980), building frem studies of decision

making or thinking costs, has legked inte thé implicatiens such cests

have on chgice behavier. By defining a "fundamental unit of theught",
foermulas for computing costs @f variqus decision rules were logsely
derived. Within this framewqrk he determined that cenjunctive rules to
be least expensive, fQllowed by compensatery, maximin, and maximax
rules. Combining these results with the consequences for inefficient
purchases, an 2asessment @f the efectiveness of such strategies is
develaped.

Persenality Factors. This represents a bread catagory. On ¢ne

level such 1is cencerned with the importance anindividual places ¢n a
decisiQn; this will in many instances determine the effort a censumer
will ge te in makinging a decisien and can have the de facte result in
increasing the theqretic infermatien processing constraint (at the
expense of time). On angother level this coencept of importance can be
‘manifest and tracked through specific persenality variables such as
anxiety and self-confidence, with such variables being linked te the
cheesing of decision rules as perceived by their risk reducing
qualities.

Task Factors. These can be broken intqe five catageries: 1) time
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pressure 2)distraction 3)nencemparibility of alternative scaling
(extranequs data) 4)incomplete data and 5) task complexity. Much
research has been dgne in this area, the results of a few such studies

are listed below.

Wright(1974 a) examined both time pressure and distraction during
active evalvation tasks and found that increases in such conditiens
caused individuals te weigh negative information more heavily,
indicating a tendancy tewards cenjunctive rules under these cenditigns.
Similarly Wright and Weitz (1977) found that under time préssure.
censumers tend te pelerize attribute ratings with an associated greater
tendancy te reject 1lawer attribute 1levels than was found in more
leisurely conditiens,

In anqther study Wright (1974 b) found that as incomparable scaling

and extraneous data are introduced inte a choice envirenment, censumers

tended te reduce their use aof cempensatery rules and consequently
increase the use of lexicegraphic rules. Other findings indicate that
if 1in a situation one rule dees net werk, another may be used. A study
of incaomplete infermation by Sleviec and MacPhillamy (1974) showed that
under such conditiens, strategies serving te reduce the importance of
informatien deficient attributes emerge. Thus noticed is a tendancy for
consumers te weigh preducts on the basis of qther attributes. However,
-contradictory results were found by Wright (1974 b). While reasens for
this difference are not aqutlined, degree of preduct envolvement and the
consequent iﬁportance of making an efficient decisien cquld be at work.

Task complexity is a bread netien which is related te the

individual and that individval's capacity and perspective in the chaice
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situvatiqen at hand. Sqme normative work aleng these lines has, however,
been dgne. Lussier & Olshausky (1979) found brand choice strategy teo
depend on the number of products considered. They found a phased
strategy to exist whereby a cenjunctive stage was empleyed where chaice
alternatives were greater than three, with a subsequent compensatary
stage where the alternatives number three or less.

Decision Nets

Decisiqen nets are basically a more flexible way tq identify an
individual's decisioen rule. It is as much a methodology as it is a
concept. The approeach of decisien net analysis is, quite simply, te
ebserve an individuval (or group of individuals) in a chgice situatien
and map the decisien process by which the consumer 'sqlves' the choice
praoblem.

These nets are more flexible than the previqusly presented decisiaen
rules net Qnly because they are tailered te the individual, but because
they incorperate situational as well as preduct attribute factors. They
are branching structures which are derived frem an evaluatiqn praecess
and therefore presume n@ prior hypothesis. These empirical studies can
be illuminating te the marketing manager whc'wishes a detailed knowlege
of what the consumer's choice perspective is. An example of twe such

.decisiqn nets faor teethpaste (demenstrating only attribute criteria) are
shqewn in figure 5.1,

The drawback ta decisien net ahalysis rests with its

ungeneralizability. The flexibility of the appreach leads te a level of
- individval and situatiqnal detail which cannet eas{ly be generalized

Qver a consumer segment or populatien.
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Figure 5.1, Decision nets for toothpaste:(from Bettman,1979, p. 231)

No
Yes

- Accept {purchase)
Reject (do not purchase)
Does it prevcnt cavities satisfactorily? +
Is it satisfactorily economical to use?
Is it satisfactory to the children?
Is it available (in stock) at the store?
Is its taste pleasant enough?
Does it freshen breath satisfactorily?
Does it whiten teeth satisfactorily?

NONBWN =D <2

Managerial usefulness of Decision Rule and Net Approaches.

Decisien rules are basically very simple models of consumer behavier,
and it 1is this characteristic which makes them both useful and
simplistic.

They are simplistic insefar as they earh capture a very small
_aspect of cheice behavier. As a consequence gne necessarily leeses much
of the richness of purchase behavier through their use. It becomes
quite difficult te determine when this or that rule is 1likely tq be
invoked, yet reliance on any particular gne is likely te give inaccurate
results,

The power or vsefulness of these rules comes with a mere thorough
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understanding @f the kinds'of sitvatiqnal, personal, and prqoduct facters
that determine or influence when cértain rules Qr'rule types are used.
In the preceeding section I have attempted te qutline some research
whese purpgse it was te 1leek inte these issues. Much more werk is
required befqre a truly nermative understanding is reached.
Nonetheless, as thisl knewlege builds , the concept of decisign rules
will become increasingly more impertant. This will especially be the
case as mQere sephisticated attempts at simulating censumer behavier are
undertaken. In such a framewoerk each rule can easily be captured
mathmatically, and called on when needed te simulate a decisien ¢r part
ef a decisien. Medels built in such a manner are 1likely te generate
robust recults, |

The methedelegy assqciated with decision net analysis will da@ much
te point 4aut cheice consistencies aor regularities upen which such a
simulatien theory will be built.

Chapter Six -- Current Toepics and Conclusions

The field of consumer behavier is fundamental t9 marketing forming
a natural link with the other fields intrinsic to marketing. A therqugh
treatment of the issues would~ neceésarily include topics on group
decisioen processes, segmentatiqn, pricing, prametion, advertising, etc..
Such an analysis is left tQ other works and final treatment here will be
restrained t¢ a few interesting topics.

The prevalence of decision making. Ar implicit assumptien tq the

whele of this analysis is that consumers dq make discernable decisigns
. @n a frequent basis. Olshausky and Granbeis (1979) present a review of

research indicating that a substantial pertien of purchases de not




97

invelve significant decision making, net even for the first purchase of
a preduct class. Instead, other situatiqnal, sqcial, and cultural
influences are emphasized as the overiding determinants of consumer
behavier. Purchases @f necessity, habit, confermity ¢r imitatien are
identified as most prevalent, and it is suggested that theory should be
brQadened tQ acceunt for such, In the framewerk of the Howard/Sheth
maodel this is reflected in their lack of thegretic emphasis on the role
of the endegenqus variables in mediating behavier. In the decisiqn rule
framewerk, this view would cause ¢ne ta enderse Wright's cencept of
"affect referral™ as a widely employed decisioen strategy.

Purchase Intentions. Marketing managers and advertising executives

have long used measures Qf purchase intention tq@ predict sales and
evaluate media campaigns. A predominant model serving t@ explain
intentigqns has been fqrewarded by Fishbein and states that an
individuval's purchase intentien and subsequent behavier is a weighted
sum Qf beth, 1) the individual's belief about the benifits or
caonsequences qf performing a behavier, and 2) the individual's belief
abaut what qthers expeet concerning his or her perfermance of the
behavier and the individuval's interest in living up tQ such perceived
expectatiens. This medel has been found valid as a predicter of
‘behavier (Ryan & Bonfield, 1980) and quite attractive as a link between
underlying persqonal and secial variables with a geed surrogate for
actual purchase behavier.

Additignal insight hLas been provided by résearch desigyned te take
the Fishbein model a step further by investigating the link intentiens

has te actual purchase behavier. Morrisen (1979) outlines a medel
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linking stated intention' te true intentien t@ an unadjusted purchase
frequency tqe a final purchase prqbability. By .fitting a beta binemial
mQdel tq purchase data for autamebiles and appliances, he demenstrates
high predictive validity for his linking scenarigq.

Not so impressed with Fishbein results is Warshaw (1980) who
developed a model that "werks back frem behavier". The result is
essentially a conditienal prebability paradigm which equates purchase
intentien to the preduct of the preobability of purchasing frem a preduct
class and the conditienal probability that given such a pureﬁase, a
specific member product is chesen. The evaluatien @f the conditignal
prebability is said te be extractable from a number of metheds (Fishbein
included) and beasts baoth flexability and bread based validity.

The notion of a preduct class. The concept of a product class has

been a thread threughout this waork. It has been seen as central for:
partitioning within the Hendry system, geal hierarchy develepment for
Bettman, as well as proeviding an @bject aof learning for Howard and
Sheth. Furthermere, the multiattribute decisign rules discussed for the
most part ﬁresuppose that alternatives are chosen independently from the
same prqeduct class. |

Adding anether dimensien tq@ this, McAlister (1979) . neted that
consumers Qften chegese selections from a preduct class in erder teo
.“balance" or "rqound Qut" a collection of items (ie. magazines, steree
recqrds.‘ liquer). This notien implies a dependence amgng such
selections and provides the basis fer the concept of "attribute
. satiatien" which in tern provides a more comprehensive way tq catagorize

and interpret product classes and their influence on consumer behavier.
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Psycholegical Freedom. Consumers are constantly being bombarded by

commercial impesitions. Ciee and Wicklund (1980) outline a theory of
psycholegical freedom whereby manipulative advértising. aggressive
premetion, product unavailability, and Gevernment regulations are all
viewed as potentially freedem threatening events. They apply the

seciological concept of psychological reactance in order te predict and

interpret a consumer's reply te such freedom reducing threats. The
article provides an interesting viewpeint on the dynamic nature o@f the
firm - consumer interactien.

Cenclusiens

Work in the consumer behavier field has often been catagorized as
disjeint. It still remains se and much werk must be done tae bring
tegether all thew good research that has been performed.

One of the keys to this process is the development of a common set
of terms or .language with which te describe behavioral phenomena.
Differing perspectives often give different names te essentially the
same phenomena. This matter must be reconciled, at least in part, so
that a practicing manager may become fluent in these matters more
easily.

A second key to this process is the reductien of impertance of the
stochastic/ behavieral distinction. In order te become more diagnestic,
.stochastic models (the traditional teel of the management scientist)
must incerperate some more behavieral theory. And the behavioral
»models. in gorder tq become more normative, Qill have tg simulate seme of
their deterministic subsystems intq stechastic processes.

A third key is the adeption of a medeling aﬁproach which is
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flexible enough te draw froem the variQus consumer thegries for
application in situvations where they have meen deemed te best fit. The
Nicoesia model was presented a good first attempt te de just this.
Little werk has been dene in the consumer behavier field te expand this
appreach.

Anqother impertant consideration in the wultimate use of consumer
medels lies with the patience of the manager te take time te understand
them, and consequently, the consunier. It is net necessary that congumer
theories be totally ceperatienalized, rather that managers have a
familiarity with cencepts s@ that their everyday observations may be
more insightful, and their metheds more effective.

I have attempted tqQ present a variety of models and thegries in
this werk with the primary purpese of developing a s¢lid theoretical
greunding from which the reader can develop a mere unified perspective.

The secondary purpoese of this werk was te supply the reader with
specific medels tqe be wused as t@els. It is concluded that gne not
berrow whelesale a medel or technique... rather one sheuld take the
model, vunderstand it, adapt and tayler it t@ the specifics of a
sitvatioen, and centinue to update or evelve it as mere 'information

'becomes available.
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