Chapter # 9- Individual Decision Making

-1) How consumers recognize a need for a product 2) search info 3) how they evaluate alternatives
Consumer Hyperchoice:  large # of available options forces us to make repeated choices that may drain psychological energy while decreasing our abilities to make smart decisions

Rational Perspective: people calmly and carefully integrate as much info as possible with what they already know about a product
-It relates the economics of info approach to the search process; it assumes we collect as much data as needed to make a decision
-form expectations of the value of additional info (rewards exceed costs) (collect the most valuable info first)
-Experiential System of Cognition: processes info more holistically and in parallel, stresses the gestalt or totality of the product or service
Purchase Momentum: initial impulses increase the likelihood that we will buy even more (instead of less as our needs are satisfied), as if we get “reeved up” and plunge into a spending spree
-Constructive processing: evaluates the effort required to make a particular choice, then chooses a strategy best suited (ie.  We look for short cuts if it isn’t a big task, fall back on learned or automatic responses)

Stages in Consumer Decision Making

Problem Recognition Info Search Evaluate Altern. Product Choice Consumption and Learning
-B realizes hates his tv  -talks to friends about buying new -Compares several models -Choses one on attributes -Enjoys his purchase

Behavioral Influence Perspective: managers must concentrate on the charcteristics of the environment, such as physical surroundings and product placement that influence members of a target market

Types of Consumer Decisions
Continuum of Buying Decision Behavior

Habitual Decision Making Limited Problem Solving Extensive Problem Solving
Low Cost Products------------------------------------------------------------ More expensive products
Frequent Purchases----------------------------------------------------------- Infrequent Purchases
Familiar Product Class and Brands---------------------------------------- Unfamiliar product class and brands
Little thought, search or time given to purchase------------------------ Extensive thought, search time given 

Extensive Problem Solving: correspond closely to the traditional decision making perspective
-Carries a degree of risk
-Consumer tries to collect as much info as possible from memory (internal) and outside sources (external)
Limited Problem Solving:  more straightforward, simple, not as motivated to search for info or to evaluate alternatives as much, people use simple decision rules to choose among alternatives, cognitive shortcuts
Habitual Decision Making:  make with little or no conscious effort, they are routine, automaticity, allows customers to minimize time, hard to change consumers habits 


Problem Recognition
Problem Recognition:  when consumer sees a significant difference between his or her current state and some desired or ideal state
-Move downward (need recognition); running out of a product, buying a product that does not satisfy needs, creating new needs or move upward (opportunity recognition); consumer exposed to diff or better-quality products 

Information Search
Information Search:  process in which the consumer surveys his or her environment for appropriate data to make a reasonable decision

Types of Info Search
-Prepurchase Search: search market place for specific info once need recognized
-Browsing: enjoy hunting, keeping track just for fun
-Ongoing Search: maintain info for future use

· Internal vs. External
Internal: scanning our own memory to assemble info about diff product alternatives
External: when info is obtained from ads, friends or people-watching
· Deliberate vs. “Accidental” Search
Directed Learning: our existing knowledge of a product may be the result of this Ex. Buy a cake last month know where to get the cake this month
Incidental Learning: acquired info in a more passive way, exposure to ads, packaging etc.
Consumer Reports: when our own knowledge isn’t enough and we look for experts
Online Search
-New Info Shopper: people who almost always search online before they buy anything, well educated people, work in info-based jobs
Search Engine Optimization (SEO):  small army of consultants who help companies to game the search engines ensuring that their links turn up near the top of the list when we hot online to find something Ie. Pizza
Do consumers always search rationally? People search more for clothing or for purchases that have social risk
-Consumers engage in brand switching
-People are interested in variety seeking:  trying new things, when people are in a good mood
-Sensory-specific Satiety:  even though we have favorites we still like to sample other possibilities
Mental Accounting: Biases in the Decision Making process
Mental Accounting:  decisions are influenced by the way a problem is framed and by whether it is put in terms of gain or loss
Ex. People are more likely to risk their personal safety if they paid for a hockey ticket
-Sunk Cost Fallacy:  having paid for something makes us reluctant to waste it
-Hyperopia:  people who are so obsessed with preparing for the future they can’t enjoy the present
-When people had to chose between cash prizes or dinners they chose the luxuries even though the cash was a better deal (cash would be spent on rent)
-Loss Aversion:  place much more emphasis on loss than they do gain, people losing money is more unpleasant than the pleasure of gaining money
Prospect theory:  descriptive model of choice finds that utility is a function of gains and losses and risk differs when the consumer faces options involving gain vs. involving losses
-More willing to take the risk when they perceive they are using someone else’s resource
-Extraneous characteristics of choice can influence our selections
How much Search Occurs?
-search is greater when purchase is important, need to learn more about the purchase, women more inclined to search
-Amount of Info available more info is not always better, shoppers only consider part of the info because there are too many combos of all the attributes cant process them all in the STM
-The consumers prior expertise: Novices who know little about something more likely to search, experts who are more familiar should be ale to better understand the meaning of new product info they might acquire
-Search is greatest among moderately knowledgeable people
-Very little expertise may feel don’t know enough to search, people who know a lot don’t feel they need to
-Experts: selective search more focused and efficient, novices: rely on the opinions of others, attributes such as brand name, price, process info in top down processing, focus less on details 
-People who have details about a product before they buy it do not expect to be as happy wth it 
-Blissful Ignorance Effect: occurs because we want to feel like we have bought the right thing, if we know exactly how the product performs its not as easy to rationalize away any shortcomings
-Those provided with less info actually expected the product to perform better, the less we know about something the easier it is to persuade ourselves we like it

Perceived Risk
Perceived Risk:  belief that the product has potentially negative consequences
-may be present if the product is expensive or is complex and hard to understand
-Can be a factor when the product choice could embarrass if wrong choice is made
Types of perceived risk: 1) monetary 2) functional 3) Physical 4) Social 5) Psychological
Ex. Highly self confident person would be less worried about the social risk in a product, while a more vulnerable insecure consumer might be reluctant to chance

Evaluation of Alternatives
-People might consider fewer possibilities if ambushed by an employee who sprays perfume, may consider it

Identifying Alternatives
-Extended problem solving: carefully evaluate several brands while someone making habitual may not consider any alternatives to his or her normal brand
Evoked set:  products that are already in memory (retrieval set) plus those prominent in the retail environment
-Inert: alternative that’s you are aware of but would not consider buying 
-Inept: those not entering the game at all
Consideration Set:  encourage consumers to reconsider their long held beliefs

All alternativesConsideration or evoked set Retrieval Set (stored memory)
     					              Prominent products in enviro (ad)
		Inert
		Inept
Product Categorization
-product stimulus is evaluated in terms of what people already know about a product or what’s similar to it
-Categorization
-When faced with a new product consumers refer to their already existing knowledge in familiar product categories to form new knowledge 
-Set of factual knowledge (beliefs) about products and the way these beliefs are organized in people’s minds
Levels of categorization: product is represented in cognitive structure in 3 levels
1) Superordinate – more abstract 2) Basic: most useful tend to have a lot in common with each other but still permit a range of alternatives to be considered 3) Superordinate: individual brands
-Positioning strategy: help convince consumers the product should be considered in that category, more familiar products are more easily recognized and recalled
-If products don’t fit right into categories can be hard to make sense of them 

Product Choice: Selecting among Alternatives
Feature creep: spiral of complexity
-Happier with simpler products

Evaluate Criteria
Evaluative Criteria: dimensions used to judge competing options
Determinant Attributes: attributes that are used to differentiate among choices
-Procedural Learning: decisions about which attributes to use
-Neuromarketing: uses functional magnetic resonance imaging fmri: a brain scanning device that tracks blood flow as we perform mental tasks
-special regions of the brain light up in these scan to show increased blood flow when a person recognizes a face
[bookmark: _GoBack]Ex. Prochse, Ferrari triggered activity in the brain they call fusiform face area, which governs facial recognition

Cybermediaries
Cybermediary:  intermediary that helps to filter and organize online market info so that customers can identify and evaluate alternatives more efficiently
-Directories and portals such as yahoo, website evaluators, forums, fan clubs
long tail:  no longer need to rely solely on the bit hits to find profits Ex. Amazon
-Intelligent agents: programs that use collaborative filtering to learn from past user behavior to recommend new purchases Ex. Amazon
Electronic Recommendation Agent:  software tool that tried to understand human decision making by asking the user to communicate their preferences

Heuristics: Mental Shortcuts
Heuristics:  mental rule of thumbs that leas to a speedy decision; higher priced, better quality
Product signal: aspect of product that is visible acts as a signal for underlying quality
Market Beliefs:  beliefs become shortcuts, guide their decisions
-Experts do not weigh in price
-COO: can function as a stereotype:  knowledge structure based on inferences across products often biased or inaccurate
-Experts ignore COO and novices continue to rely on it
-Ethnocentrism:  prefer products or people of one’s own culture over those from other countries 

Choosing Familiar Brand Names
-Zipfs Law:  2x as much money on top than on 2n rank about 2x a much on number 2  brand as on 3rd ranked bran and about 2x as much on the number 3 brand as on the number  brand
Inertia:  brand is bought out of habit, another product comes, wont hesitate to grab it
Brand Loyalty:  repeat-purchase behavior reflecting decision to continue to buy the brand
Brand parity: no significant differences among brands

Decision Rules
-People use shortcuts to make a decision

Non Compensatory:  product with a low standing on 1 attribute cannot make up for it by being better on another, eliminate it if does not meet basic standard
Lexicographic: brand is the best on the most important attribute selected, then the 2nd then 3rd goes on until it breaks the tie
Elimination by aspect rule: brands are evaluated on important attributes, cut offs are imposed
Conjunctive Rule:  processing by brand, brand is chosen failure to meet cut off, rejected
Disjunctive Rule: consumer develops acceptable standards for each attribute, choice alternative exceed standard for nay attribute, it is accepted

Compensatory:  product has a chance to make up for its shortcomings
Simple addictive rule:  choses the product with largest number of positive attributes
Weighted Addictive Rule: consumer takes into account the relative importance of +vely rated attributes by X brand ratings by importance weights
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