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This dissertation includes three essays that investigate how aspects alitkgoohcess
influence consumption, attitudes and motivation. The first essay explores howgthe sta

of consumption of the chosen alternative influences the attractiveness of a forgone
alternative. Dozens of studies over the past fifty years have consistently that after
making a choice between two attractive alternatives the forgone &iterdacreases in
attractiveness. However previous research has only compared the valutoojdahe
alternative before and after making a choice. This essay demonstratéssthat

devaluation effect only lasts until the chosen alternative has been consumeadhat whi

point it rebounds in attractiveness. We show that this devaluation provides a way to avoid

distraction while pursing the chosen alternative, supporting recent views onwsgniti



dissonance theory. The second essay demonstrates the importance of measuraig the du
processes by which consumers make consumption decisions. Although most firms
measure customer satisfaction, this metric only reflects an explktsiai® making

process. The implicit process can be captured by measuring the impulsiwveéhasbkich
consumers make decisions. Impulsiveness metrics are just as stréetgly te firm

value and customer behavior as satisfaction metrics, and in combination they provide a
more comprehensive prediction. The third essay explores substitution effesdivene
Consumers often consume replacement products as substitutes for an unattained product.
This research investigates how the similarity between the products infuenwe

effectively products substitute for each other. Consumers tend to believepthaéneent
products become more effective substitutes for an unattained product as thaseimere
similarity. However in contrast to this belief, this research shows tbdérately similar
replacements are more effective than highly similar products at sagishg desire for

the unattained product. This relationship reverses at low levels of similaritg whe
moderate similarity replacements are more effective substihgaddw similarity

replacements.
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Chapter I: Introduction

Choices and consumption are intimately related. Individuals must continually
decide which products and services to purchase. However some aspects of the choice
process can influence the consumption process in surprising ways. Often consumers are
unable to obtain the product that they really want. For instance they may have to choose
one product and forgo another, or the desired product may be unavailable. In thyge essa
this dissertation explores the interesting relationships betweensspéuwt choice
process and its influence on consumption, motivation and behavior.

Chapter Il examines how the stage of consumption of a chosen alternative
influences the value of the alternative that was not chosen. When a consumégsstnigg
choose between two alternatives — debating between two books, for example — does the
consumer become more likely or less likely to choose the forgone alternatinee in t
future? Fifty years of cognitive dissonance research indicates that whemarasnake
a difficult choice, the alternative they forgo is devalued for an extended periatkeof t
making it less likely to be chosen in the future (Brehm 1956). However, we show that
consuming the chosen alternative moderates this effect: the value of the forgone
alternative rebounds in attractiveness after the chosen alternativedrasonsumed.
Forgoing an attractive alternative can lead to doubt and hesitation, whidmstact
from the pursuit of the chosen alternative. Therefore the forgone alerrsati
automatically devalued until the chosen alternative has been consumed hapavhiat
rebounds. This devaluation and rebound effect is more commonly exhibited by the

forgone alternative than alternatives omitted from the choice.



Chapter Ill explores the managerial issues regarding how two diffexgetta of
consumer choices relate to shareholder value. Although dual-process theories in
psychology and neuroscience consistently indicate that decisions can be roagdle thr
two separate processes (Stanovich and West 2000), most firms rely on a singlercustom
metric: satisfaction (Morgan, Anderson, and Mittal 2005). The other process can be
captured using metrics which measure the impulsiveness with which consuakers
their decisions (Strack, Werth, and Deutsch 2006). This research demonsttates tha
impulsiveness metrics are just as effective as customer satisfacpredicting product
choice and firm shareholder value. This relationship is particularly truevior |
involvement product situations. Based on this research, we encourage firms to collect
metrics on both satisfaction and impulsiveness.

Finally, chapter IV explores how consumers can effectively substitutprodact
for another. Consumers frequently substitute for products that are too expenskien(Buc
and Srinivasan 1991), out-of-stock (Emmelhainz, Stock, and Emmelhainz 1991) or
unavailable. We show that consumers believe that a replacement becomes a bette
substitute as it becomes increasingly similar to the unattained product. Homvever
contrast to this belief, we show that a replacement product which is modenaiiédy &
the unattained product is a more effective substitute than one which is highgr sikel
theorize that a moderately similar replacement encourages consartienk tabout their
motivation for consumption abstractly, thereby reducing the details requirtdfilbing
the goal and making it a more effective substitute. This effect is medeatitow levels
of similarity — when the replacement is too dissimilar the common goal beanrady

general and has a weak connection with the unattained product. This researchtiraplie



firms can better satisfy their customers and compete with other firmmakiyng their
products moderately similar to leading brands; it also implies that consumetd s
consider moderately similar products when they are unable to consume the products that

they originally wanted.



Chapter II: The Rebound of the Forgone Alterndtive

Consider the experience of Robert, who is looking for a book to read during his
summer vacation. He browses the selection at Amazon.com for a while beforeimgrrow
his choice down to two books. One optioisisns, Germs, and Stdgy Jared Diamond,

a non-fiction history book. The other booKTise Girl with the Dragon Tattg@ Swedish
crime novel by Stieg Larsson. Robert finds these books equally appealing but he knows
that he will only have time to read one during his vacation, so after a difficudecsion

he buysThe Girl with the Dragon Tattoand forgoe$suns, Germs, and Steel

This paper addresses how forgofagns, Germs, and Steels time influences
the likelihood that Robert will buy it in the future. The current view is that he ikalyli
to buy the forgone alternativeuns, Germs, and Staalthe future. This view is based on
50 years of cognitive dissonance research which has repeatedly demonsatates] t
forgone alternative becomes less valuable following a difficult choicdn(BA956;
Festinger 1957) and remains devalued for the long-term, even yearsaiteg the
choice (Lawler et al. 1975; Vroom and Deci 1971).

However, it is not clear how consumption of the chosen alternative affects the
desirability of the forgone alternative. Although past research has cednber
attractiveness of the forgone alternative before and after choice, it hagasuired
ratings of the forgone alternative after the chosen alternative has besemeal. None of

the 78 cognitive dissonance studies we reviewed report the value of the forgone

! This research was conducted with Rebecca Hamitoah is reported in a 2012 working paper by Zachary
G. Arens and Rebecca W. Hamilton titled “The Relsbahthe Forgone Alternative.”



alternativeafter participants had consumed the chosen alternative (see Appendix A). In
most studies, participants never actually received their chosen alteovatingy received
it at the end of the study. A few studies collected ratings during consumption; for
instance, graduates rated forgone employment opportunities while gtidyed in their
chosen job (Lawler et al. 1975; Vroom and Deci 1971) and in some studies participants
tasted small samples of each alternative (Cohen and Goldberg 1970; Deutsch, Krauss
and Rosenau 1962). However, consumption was incomplete at the time of the rating. The
few studies that did collect data after consumption report only ratings of theaxchose
alternative (Koller and Salzberger 2007; Ritov 2006). Thus, extant research seems to
have overlooked how consumption of the chosen alternative influences the value of the
forgone alternative.

In this research, we propose that the attractiveness of the forgone iakernat
systematically rebounds soon after consumption of the chosen alternativet \Rexde
on cognitive dissonance suggests that the forgone alternative is devaluacchfiece as
a way to ensure effective pursuit of the chosen alternative (Harmon-Jones arahHar
Jones 2002; Harmon-Jones et al. 2008). The doubt and uncertainty created by a choice is
a source of distraction that can interfere with actions taken to obtain and cahsume
chosen alternative. To avoid this distraction, individuals devalue the forgeneasite,
reducing their level of uncertainty. Once the chosen alternative has beamedns
distraction from pursuing it becomes irrelevant, allowing the value of therferg
alternative to return to normal. Thus, over the stages of consumption, we propose that the
forgone alternative should exhibit a U-shaped pattern of attractiveness, oecieas

value after the choice but rebounding after the chosen alternative has been consumed.



This research is similar to, but distinct from research on competing gaalas
goal shielding (Shah, Friedman, and Kruglanski 2002), passive goal guidancedhdra
Janiszewski 2009), and the devaluation effect (Brendl, Markman, and Messner 2003). In
contrast to these competing goal models which are based on competition amorgy goals
limited resources, our model is concerned with choice among means to theisghag (s
goal. As such, our model proposes that devaluation of the forgone alternative is a
mechanism to avoid distraction. This difference holds different implications for
managers: unlike competing goal models in which all non-focal goals \aakidd, our
model predicts that only the forgone alternative will be devalued; altersatmited
from the choice will be unaffected by consumption of the chosen alternatiwdditioa,
our model proposes that a difficult choice is required for devaluation to occur wiiezea
act of choice is irrelevant for competing goal models.

Our research offers theoretical contributions as well as important innuhisdor
firms and consumers. This research extends cognitive dissonance theory by shaiving
the stage of consumption moderates the effect as a result of distraction, preujogt
for the action-based model of cognitive dissonance (Harmon-Jones and Harmon-Jones
2002). From a managerial perspective, these findings have important implications for
retailers like Amazon.com who regularly recommend products to their customéne O
retailing allows firms to observe which products their customers viewed but did not
purchase, potentially allowing them to predict which products are forgone. Oairctese
suggests that firms should not recommend these forgone products immediatelyt but wai

until they expect that the chosen product has been consumed.



The next sections briefly review cognitive dissonance theory and develop our
model for changes in the attractiveness of the forgone alternative over tertestdur

hypotheses in a series of four studies.

The Effect of Choice and Consumption on the Forgone Alternative

Consumption as a Moderator of Cognitive Dissonance

Dozens of studies have shown that after a difficult decision, the forgone
alternative is devalued (see Appendix A). In Brehm’s (1956) original freeekstudy,
participants rated the attractiveness of eight gift items (e.gutdook, a toaster oven, a
painting) and then chose between two of them. After choosing between two\atracti
alternatives (a high-dissonance choice), the attractiveness of tbadaltjernative
declined relative to the attractiveness of the chosen alternative, whitee@haosing
between an attractive and an unattractive alternative (a low-dissartasice), the
attractiveness of the forgone alternative did not decline (Brehm 1956). This devaluati
effect has been shown to be long-lasting, persisting for a week (Losciuto aoffl Perl
1967) and even for years after a choice (Lawler et al. 1975; Vroom and Deci 1971).

While traditional cognitive dissonance theory explains devaluation of the forgone
alternative as a result of inconsistent cognitions — the attractive saagpéice forgone
alternative are inconsistent with the act of forgoing it (Festinger 1957), suwetr

research on cognitive dissonance suggests a different explanation forrdesgsfi



According to the action-based model (Harmon-Jones and Harmon-Jones 2002), attitudes
are altered to support the chosen course of action. After making a choice, individuals
move from a deliberative mindset, in which they are open to new information about the
alternatives, to an implemental one, in which their attention focuses on the chosen
alternative (Gollwitzer 1990; Heckhausen 1991). In the implemental stage, doubt about
one’s choice distracts consumers, which can impede their progress towardsgbteni
chosen alternative (Lipshitz and Strauss 1997). To reduce distraction, the forgone
alternative is devalued to allow effective action towards the chosen aiter(td@rmon-

Jones and Harmon-Jones 2002; Harmon-Jones et al. 2008).

Although research has shown that the devaluation effect can last for weeks or
even years (Lawler et al. 1975; Vroom and Deci 1971), we propose that the threat of
distraction created by the forgone alternative may at times be rejathait-lived. After
the chosen alternative has been consumed the action has been completed and distraction
becomes irrelevant. There is no longer a need to devalue the forgone altemnctitse
value can return to its original level. An overview of our predictions is displayeglire f

1.

Insert figure 1 here

We hypothesize:

H1: Consumption of the chosen alternative will trigger a rebound in the value of a

forgone alternative that has been devalued.



H2: The devaluation and rebound effect will be mediated by the degree to which

the forgone alternative is perceived to distract from the chosen akernat

Moderation of the Devaluation and Rebound Effect

The forgone alternative is devalued when uncertainty about the choiceribreate
to distract from the pursuit of the chosen alternative (Harmon-Jones and Hamasn-J
2002; Harmon-Jones et al. 2008). The amount of uncertainty created by a choice varies.
Cognitive dissonance research has manipulated uncertainty by varying dtitacilty:
participants either choose between two highly attractive alternativesychoose
between a highly attractive and an unattractive alternative (Brehm 186%). |
mechanism for the devaluation and rebound effect is the desire to reduce thedatistracti
created by the forgone alternative, choice difficulty should moderate the dewakuad

rebound effect. We hypothesize:

H3: The devaluation and rebound effect will be stronger for an alternative forgone

in a high dissonance choice than a low dissonance choice.

The choice-based model we propose differs from competing goal models.
Competing goal models propose that pursuing one goal draws resources frogoakher
because all goals compete for the same resources (Laran and Jdmi228@&sShah et
al. 2002). As a result, pursuit of one goal inhibits unrelated goals (an effeedaoeall

shielding) and all alternatives that are unrelated to the goal are dikylatwan and



Janiszewski 2009; Shah, Friedman, and Kruglanski 2002). For example, individuals who
had a strong need to eat rated a variety of products such as DVD players and siseakers
less attractive than those who had a weak need to eat (Brendl et al. 2003)lySimilar
individuals pursuing the goal of resisting the temptation of eating adiastplate

devalued an array of products such as an expensive watch, a cruise and abidécre
(Laran and Janiszewski 2009). In contrast, our model predicts that the devaluation and
rebound will be unique to the forgone alternative because this alternative is tteecour
uncertainty and distraction. Alternatives that are omitted from the choisb@dtl be
unaffected by the difficulty of the choice or by consuming the chosen aiternatpport

for this view comes from previous cognitive dissonance research demondtrating
forgone alternatives are not devalued when participants do not make an explicit choice

between alternatives (Shultz, Léveillé, and Lepper 1999). Thus:

H4: The devaluation and rebound effect will be stronger for alternatives éyplici
forgone as part of a choice than for alternatives that are omitted from the

choice set.

Next, we describe four studies testing our predictions. Our studies extencethe fre
choice paradigm comparing predecision and postdecision ratings of the forgone
alternative (as in the studies listed in Appendix A) by also measuring postcommsumpt
ratings. Study 1 provides evidence for the rebound effect (H1) and rules out the duration
of consumption and regret as alternative explanations. Study 2 demonstrates that t

amount of dissonance created by the choice moderates the effect (H3). Study 3 shows

10



that distraction mediates the effect (H2) and that the devaluation and rebaatdhasf
behavioral implications. Finally, study 4 demonstrates that explicitly rgakirhoice

triggers the devaluation and rebound effect (H4).

Study 1: Does Consumption Trigger a Rebound?

One purpose of this study is to demonstrate that when a forgone alternative is
devalued before consuming the chosen alternative, consumption of the chosen alternative
will trigger a rebound in the forgone alternative’s value. Following thedneéce
paradigm (Brehm 1956), participants rated seven kinds of candy and then chose between
two of them. Unlike past free-choice studies in which alternatives were not aeshsum
during the study, participants consumed a serving of their chosen candy. To make the
choice more important participants were told that their decision would determicte whi
candies would soon be introduced by a leading candy company in their area (Petty,
Cacioppo, and Schumann 1983). Half of the participants re-rated the candies before
consuming their chosen flavor and half re-rated them afterwards. Thus ialppats
rated the candies twice: the first rating was provided prior to making a chnitéhe
timing of the second rating varied by condition.

The second purpose of the candy study was to rule out two alternative
explanations for changes in the ratings of the forgone alternative ovepassage of
time and regret. First, consuming the candy requires a couple of minutes ahol¢hitre
duration of consumption rather than the act of consumption may explain the rebound in

value. Therefore, we included a delayed preconsumption condition in which ratings were

11



re-measured prior to consumption after a consumption-length delay. If the duration of
consumption is responsible for the effect, there should be no difference between the
attractiveness of the forgone alternative after a delay versus aftmaption. In
contrast, if consuming the chosen alternative triggers the rebound effect, cdtings
forgone alternative should be higher after consumption than in the delayed
preconsumption stage.

This study was also designed to rule out regret as an explanation for the rebound
effect. Whereas regret is based on a comparison between the outcome and a
counterfactual associated with the forgone alternative (Connolly and Beeie2002;
Tsiros and Mittal 2000), the rebound effect depends on the stage of consumption rather
than the outcome of consumption. Thus, a regret-based explanation suggests that the
rebound effect should be related to satisfaction with the chosen alternativeasvinare
distraction-based explanation suggests that it should not. To examine reajret as
explanation for the rebound effect, we had participants rate how much theyeckgreir

choice and how satisfied they were with their chosen candy.

Method

Seventy-nine individuals participated in exchange for a small payment and the
opportunity to sample candy. Eight participants were removed for failing tavfoll
instructions (e.g., not eating the candy at the instructed time or discussicentty with
other participants). The study used a 2 (rating: first vs. second) x 3 (timingpoidse

rating: preconsumption vs. delayed preconsumption vs. postconsumption) mixed design

12



in which rating was manipulated within subjects and the timing of the secondwatng
manipulated between subjects. All participants provided their ratings of savey c

flavors (caramel cubes, chocolate covered coffee beans, cinnamon beans, gapsny dr
milk chocolate pretzels, mint blasts and peach bites) using a nine-point stedeteXt

time you want to eat candy, how much would you like to eat...” (1 = “Not at all” to 9 =
“Very much”). Next, to create a high dissonance choice (Brehm 1956), part&ipare
presented with their second and third ranked alternatives and they were asked to choose
between them.

Consistent with the free-choice paradigm (Brehm 1956), those in the
preconsumption condition completed a delay task, which involved listing as many words
that included the letter e that they could think of for two minutes (Laran, Janiszens
Cunha 2008). Next they re-rated the attractiveness of all seven flavors. ®hd ssng
was justified using a statement adapted from Harmon-Jones and Harmon-Jones (2002):
“Sometimes people’s opinions change, but sometimes they stay the sameoréheref
please rate each candy flavor again.” They then ate a small bag of tis&in damdy
(approximately 0.5 ounces). The postconsumption condition was identical except that
participants consumed their chosen candy before completing the delay taskatire
the candies. The delayed preconsumption condition was identical to the preconsumption
condition except that the delay task was extended to four minutes, which matched the
time required in the postconsumption condition (two minutes to consume the candy plus

two minute delay task).

13



At the conclusion of the study all participants rated their satisfacti¢ntiet
candy (“How satisfied are you with the [chosen] candy?” 1 = “Very dsfgat’ to 7 =

“Very satisfied”) and their regret (Inman and Zeelenberg 2002).

Results

Devaluation and rebound of the forgone alternative examine the
attractiveness of the forgone alternative over time we conducted a 2 (fiasings.
second) x 3 (timing of second rating: preconsumption vs. delayed preconsumption vs.
postconsumption) repeated-measures ANOVA. There was a significant neainodff
rating such that the first rating of the forgone alternative was hiyher.91) than the
second ratingMl = 5.47;F(1, 68) = 5.71p < .05). This effect was qualified by a
significant interactionK(2, 68) = 3.37p < .05). Consistent with findings from the free-
choice paradigm, the attractiveness of the forgone alternative was devaiuedrbtne
first rating M = 5.89) and the second rating in the preconsumption condiieng.14;
F(1, 27) = 4.87p < .05). Likewise, in the delayed preconsumption condition, the forgone
alternative was also devalued between the first ralthg 6.88) and the second ratirg (
=5.04;F(1, 27) = 9.76p < .01), indicating that duration alone does not produce a
rebound in ratings of the forgone alternative. In contrast, for those in the
postconsumption condition, the forgone alternative was just as attractive when they
provided their second rating after consumption (M = 6.22) as it was when they provided

their first rating M = 5.94;F(1, 17) = .92p = .35), suggesting that the attractiveness of
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the forgone alternative rebounds in value after the chosen alternative hasrmened.
These findings support H1.

The fact that ratings of the forgone alternative were devalued in theedelay
preconsumption stage but returned to normal after consumption suggests that the duration
between the choice and the rating is not a viable alternative explanation fifetihe e
The results, shown in figure 2, support our first hypothesis. The ratings for all of the

alternatives are displayed in table 1.

Insert figure 2 here

Insert table 1 here

Ruling out regret as an alternative explanatidio rule out regret as an
alternative explanation for the rebound effect, we conducted two separateeangirst,
we conducted a 3 (timing of second rating) ANOVA on an index of the three items in the
regret scaleo = .82). The effect of timing of the second rating on regret was not
significant p > .22), suggesting that regret does not explain the rebound effect. Second,
we evaluated whether satisfaction with the consumption experience rathdiming
may be responsible for the rebound effect by including satisfaction with thenateossy
as a covariate in our analysis of the forgone alternative. A 3 (timing afideating) x 2
(rating) repeated-measures ANCOVA on the forgone alternativdegiel non-significant

effect of satisfactionK(1, 67) = .02p = .89). More importantly, the interaction between
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timing and rating remained significafi(@, 67) = 3.23p < .05). Thus, the rebound effect

does not appear to be explained by regret.

Contrasting the forgone with omitted alternativAghough our predictions
concern the forgone candy, for comparison purposes we also examined theofdtiegs
candies omitted from the choice to see if any of these alternatives edtalbibound
effect. Because the omitted alternatives are not part of the choice se¢diataual that
they are not a source of distraction and should be less likely to exhibit the dewaluat
and rebound effect. We conducted a (first vs. second rating) x 3 (preconsumption vs.
delayed preconsumption vs. postconsumption) repeated measures ANOVA on the first,
fourth, fifth, sixth and seventh ranked alternatives. None of these alternathviesgesk
an interaction showing a devaluation and rebound effect. The three-way interaetiens
insignificant for the first ranked alternativie(g, 68) = 1.96p = .15), fourth ranked
alternative E(2, 68) = 1.43p = .25), fifth ranked alternativé-(2, 68) = .15p = .86), and
sixth ranked alternativd=(2, 68) = .62p = .54). The interaction was significant for the
seventh ranked alternativiE(g, 68) = 3.27p = .04). However, there was no evidence of
a devaluation effect in the preconsumption conditMfs{ = 1.75 VvSMgecong= 1.79;F(1,
27) =.14p=.71) or the delayed preconsumption conditida4 = 1.52 VSMsecond=
1.40;F(1, 24) = 1.86p = .19). Instead, the effect was driven by a marginally significant
increase in value after consumptidffs; = 1.33 VSMgecong= 1.61;F(1, 17) =4.21p =
.06) which appears to be a result of a relatively low value in the first ratimgy than an
increase in value in the post-consumption condition. Overall, these results shggest t

the devaluation and rebound effect is more common for the forgone than the omitted
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alternatives, consistent with the argument that the forgone alternativescneare

distraction.

Discussion

These results support our prediction that consumption of the chosen alternative
triggers a rebound in the value of the forgone alternative. We replicate ulte cégree-
choice studies by demonstrating that the forgone alternative is devallogdrigla
difficult choice between two attractive alternatives, and that this effeetatively
enduring, lasting several minutes in the delayed preconsumption condition. We extend
the results of previous research by showing that consumption of the chosen alternative
triggers a rebound in the ratings of the forgone alternative. This changaatiathess
of the forgone alternative cannot be explained by satisfaction with the choseataite
regret or simply the passage of time. Moreover, we show that unlike the forgone

alternative, the omitted alternatives do not exhibit this devaluation and rebourid effec

Study 2: Does Dissonance Moderate the Rebound Effect?

Study 1 shows evidence of the devaluation and rebound effect for a choice
between two attractive alternatives. Study 2 offers more evidence fandedying
mechanism and suggests that this effect is driven by the desire to avaidtidistr

Specifically, we compared the devaluation and rebound effect for a high dissonance
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choice between two attractive alternatives with a low dissonance choicsebetw
attractive and relatively unattractive alternative. We predictddibalevaluation and
rebound effect would be greater for alternatives forgone in a high dissonanoe-€hoi
which should create more distraction — than for alternatives forgone in a lonalse

choice.

Method

This study was conducted on Amazon Mturk, an online forum where workers can
earn small payments for completing short tasks. One hundred fifty three Mturkrsvorke
(average age 34, 60% female) in the United States completed the study mgexicina
small payment. The study used a 2 (first vs. second rating) x 2 (timing of sedngd rat
preconsumption vs. postconsumption) x 2 (dissonance: low vs. high) mixed design in
which rating was manipulated within subjects and timing and dissonance were
manipulated between subjects.

Mturk workers are often required to pass a qualification test before they can
complete related tasks, so workers chose between four qualification testsr(imgat
image tagging, survey, and video transcription) that would allow them to complete
related tasks in the future. As the study began, all participants rated how much they
wanted to take each qualification test (1 = “Not at all” to 9 = “Very muclaitiéipants
in the high dissonance condition chose between their second and third highest ranked

tests, while participants in the low dissonance condition chose between their second a
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fourth ranked tests. As a check of the dissonance manipulation, participants rated the
difficulty of the choice (1 = “Not difficult at all” to 7 = “Very difficulf.

After the initial rating and choice, participants in the preconsumption condition
completed a two-minute word-listing delay task (Laran, Janiszewski, and Cunha 2008)
rated the tests a second time, and then completed the chosen test. The postconsumption
condition used an identical procedure except for the order: participants cahtpigte

chosen test before the delay task and second rating.

Results

Manipulation checkThe manipulation of dissonance was successful. Participants
in the high dissonance condition rated the choice as more diffid#tZ.64) than those

in the low dissonance conditiokl(= 1.90;F(1, 131) = 7.86p < .01).

Moderation by dissonanc#/e conducted a 2 x 2 x 2 repeated measures ANOVA
on the rating of the forgone alternative. There was a main effect of ratthdlsat the
first rating was highem = 5.65) than the second rating € 4.70;F(1, 149) = 16.61p
<.01). This effect was qualified by an interaction between rating and timihg of
second ratingK(1, 149) = 4.44p < .05) such that the forgone alternative was devalued
before consumptionMiirst = 5.48 vSMsecond= 4.03;F(1, 74) = 14.20p < .01) but
rebounded after consumptiodi(st = 5.82 vSMsecond= 5.36;F(1, 77) = 1.87p = .18).
The effect of rating was also qualified by an interaction with disson&(tel49) =

14.88,p < .01) such that devaluation occurred for high dissonance chiMees<6.84
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VS. Msecond= 4.98;F(1, 73) = 24.34p < .01) but not for low dissonance choickBirt =
4.47 vsMsecond= 4.42;F(1, 78) = .03p = .87).

As predicted by H3, these effects were qualified by a three-wayatitard-(1,

149) = 4.43p < .05). As shown in figures 3a and 3b, the two-way interaction between
rating and timing is driven by the devaluation of the forgone alternative inghe hi
dissonance preconsumption condititMiit = 6.72 vSMsecond= 3.89;F(1, 35) = 31.91p

<.01). In the postconsumption condition, the value of the forgone alternative rebounded
(Mfirst = 6.95 vSMsecond= 6.08;F(1, 37) = 3.03p =.09). In contrast, the forgone

alternative in the low dissonance choice showed no change in value regardless af whethe
it was rated for a second time before consumptidris{ = 4.23 vSMsecond= 4.18;F(1,

38) =.01,p =.91), or after consumptioMfirst = 4.70 vSMsecond= 4.65;F(1, 39) = .01p

=.91).

As in the previous study, our manipulations did not have a significant effect on
regret ps> .66). For comparison we also tested whether each of the omitted alternative
exhibited by the forgone alternative. None of the omitted alternatives shbeved t
predicted interaction effectpq > .14), suggesting that the devaluation and rebound effect

is stronger for the forgone alternative.

Insert figures 3a and 3b here
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Discussion

These results connect our research with previous work on cognitive dissonance by
replicating the finding that the devaluation of the forgone alternative asegri®r a high
dissonance choice than a low dissonance choice. Moreover we extend this effect to show
that the devalued forgone alternative will rebound after consumption of the chosen.
However this study focuses on ratings of the forgone alternative, rathdyethawioral
intentions which are of importance to managers, therefore study 3 examines akoices

well as ratings.

Study 3: Does the Rebound Effect Influence Behaviors?

The previous studies examined how the stage of consumption influences the
attractiveness of the forgone alternative but have not examined behaviorabge
Study 3 seeks to show the practical relevance of the rebound effect by comparing
behavioral intentions towards the forgone alternative before and after cormsunipis
study also offers evidence that the devaluation and rebound effect is created by

distraction. To investigate this we used the same MTurk field study desigistasly 2.
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Method

Sixty Mturk workers in the United States (average age 34, 70% female)
completed the study in exchange for a small payment. The study used ava.(8estond
rating) x 2 (timing of second rating: preconsumption vs. postconsumption) mixed design
in which rating was manipulated within subjects and timing was manipulated betwee
subjects.

The procedure was the same as the high dissonance condition used in study 2 with
an additional indicator of behavioral intent: At the time of the second rating partgipant
indicated whether they wished to take the forgone qualification test, integubdéir
progress toward completing their chosen test, or continue with the next step. We
measured the degree to which participants were distracted by the forgonatiale and
their efforts to avoid this distraction using three items: “Taking the [foljgone
gualification test right now would be a distraction” (1 = “Strongly disagre&”+
“Strongly agree”); “Currently, how focused are you on taking the [forgone] queidn
test?” (1 = “Not at all focused on the [forgone] qualification test” to 7 = “Cotalyle
focused on the [forgone] qualification test,” reverse coded; and “Which of thegeuare
focused on right now?” (1 = “Focused on the [forgone] qualification test” to 7 =

“Focused on the [chosen] qualification test”).
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Results

The rebound of the forgone alternativarst we analyzed the attractiveness of the
forgone alternative across the stages of consuming the chosen alternativaedieted
a 2 x 2 repeated-measures ANOVA on the value of the forgone alternative wEtseae
significant effect of rating such that the alternative was moractite at the first rating
(M =7.09) than the second rating € 6.21;F(1, 58) = 5.47p < .05). More importantly,
the effect of rating was qualified by a significant interaction wittirtg of the second
rating (1, 58) = 5.47p < .05). The forgone qualification test was devalued when the
second rating was made prior to consumpthdiis( = 6.79 vSMsecond= 5.03;F(1, 28) =
9.76,p < .01), but not when the rating was made after consumplos € 7.39 vs.
Msecond= 7.39;F(1, 30) = 0p = 1.00). This result replicates the findings of our previous
studies and further supports H1.

Notably, the rebound also influenced the participants’ willingness to interrupt
their consumption of the chosen task to take the forgone qualification test. Woekers w
significantly more likely to agree to take the forgone test when it wasedffafter they
had completed their chosen test (71%) rather than before they had completelaothen
test (28%y*(1) = 11.28p < .01). The fact that agreement more than doubled after
consumption relative to before consumption — even though the question was asked only
two minutes later — strongly suggests that the forgone is devalued to avoididistract
from pursuit of the chosen alternative. It also suggests that changes in oatimgs

forgone alternative across stages of consumption have practical relevance.
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As in our previous studies, our manipulations did not have a significant effect on
regret ps> .27). We also analyzed the ratings of the omitted alternatives. Tihe firs
ranked alternative showed no indication of a rebound efbeet41). However the fourth
alternative did exhibit a significant interaction between rating and thegiafithe
second ratingr(1, 58) = 8.70p < .01). There was a significant devaluation of the fourth
ranked alternative before consumptidrift = 4.66 vSMsecond= 2.66;F(1, 28) = 11.77p
<.01) followed by a rebound after consumptibhirt = 3.19 vSMsecond= 3.16;F(1, 30)
=.01,p = .93). Thus, alternatives that are omitted may occasionally createagtthsir
and exhibit this effect. However across the studies we find that the devaluation and

rebound effect is much stronger for the forgone alternative.

Distraction. As predicted, the timing of the rating had a significant effect on the
distraction created by the forgone alternative. An average of the threetdstitems §
= .76) indicates that distraction was greater before consumpiens(20) than after
consumption = 3.81F(1, 58) = 10.61p < .01). Moreover distraction mediated the
effect of the stage of consumption on the value of the forgone alternative. We conducted
a bias-corrected mediation analysis with 5,000 bootstrap samples (Preachayasd H
2004) with timing of the second rating (0 = preconsumption, 1 = postconsumption) as the
independent variable, change in value of the forgone alternative (second ratihg — firs
rating) as the dependent measure and distraction as the mediator. The dicecf eff
timing on the change in value of the forgone was not signifitent§7,t(58) = .90p =
.37). However the indirect effect through distraction was signifidantl(.09) with a

95% confidence interval from .43 to 2.28 suggesting that the distraction created by the
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forgone alternative mediates the effect of timing on ratings of the fojtereative,
supporting H2.

We conducted a similar mediation test using the choice to take the forgoag tes
the dependent variable (1 = yes, 0 = no). A binary logistic regression rapdaalysis
with 5,000 bootstrap samples indicated a significant direct effect of timing on the
decision to take the forgone tebtH 1.34, Z = 2.05p < .05), as well as an indirect effect
through distraction(= 1.04) with a 95% confidence interval from .31 to 2.32, indicating
a partial mediation. These results provide additional evidence that distraetiiates

the effect of timing on the attractiveness of the forgone alternative.

Discussion

Study 3 provides additional evidence that a devalued forgone alternative rebounds
after consumption of the chosen alternative. This devaluation and rebound influences
behavioral intention as well as attitudes towards the forgone alternativeowomwe

show that distraction created by the forgone alternative is responsible feffé¢is

Study 4: Does Choice Moderate Devaluation and Rebound?

The previous studies show evidence for a devaluation and rebound in the
attractiveness of a forgone alternative. An alternative explanatidhefse results comes

from work on competing goals, which propose that pursuit of one goal draws resources
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from other goals causing a decline in attractiveness of the nonfocal gaai @rat
Janiszewski 2009; Shah, Friedman, and Kruglanski 2002). This study rules out this
explanation by testing our fourth hypothesis, which predicts that the devaluation and
rebound effect will be stronger when the forgone alternative is explicrdpihe as part
of a choice than when it is omitted from the choice set. We propose that the devaluation
and rebound effect results from distraction created by the forgone alterdtus, an
equally attractive alternative that is not explicitly forgone wilt be devalued because it
is not a source of distraction. In contrast, the competing goal model suggestotba
is irrelevant; all nonfocal alternatives should be devalued and rebound regardless of
whether they are forgone or omitted from the choice.

In this study, participants chose a species of wildlife to help. Participardgs wer
told that if they watched a slideshow of wildlife animal photographs (e.qg.,arill
penguins or polar bears) a donation would be made to help conservation efforts to protect
those specific animals (e.qg., if they watched a gorilla slideshow, a donatidd be

made to a gorilla conservation organization).

Method

The study used a 2 (rating: first vs. second) x 2 (timing of second rating:
preconsumption vs. postconsumption) x 2 (choice vs. no choice) mixed design in which
rating was manipulated within-subjects and timing of second rating and choie we
manipulated between subjects. Data were collected online from 125 adults €eageag

34, 70% female) across the United States in exchange for a small paymetripdedsti

26



rated how much they wanted to watch slideshows of six different animals in order to
make a donation to help protect them (bison, gorillas, kangaroos, koala bears, penguins
and polar bears). “All you have to do is watch a short slideshow of one of these animals
and a donation will be made to help them. How much do you want to watch a slideshow
of these animals in order to help them?” (1 = “Not at all” to 9 = “Very much”).

Those in the choice condition were told that their second and third ranked animal
were available to receive their help and were offered a choice. Those in theic®-c
condition were told that their second ranked animal was available to recenestpei
and were asked if they wanted to watch a slideshow in order to help them. In the no-
choice condition one participant said no, and in the choice condition four participants
chose the third-ranked instead of the second-ranked alternative, but excluding these
participants had no effect on the results and therefore they are included in thesanalyse

After choosing or agreeing to watch a slideshow, participants in the
preconsumption condition completed a two-minute word-listing delay task (Laran,
Janiszewski, and Cunha 2008), rated each animal again and then watched a two minute
slideshow of 20 photographs of their chosen animal. The postconsumption condition was
identical except that participants watched the slideshow of their animaé theéodelay

task and second rating.

Results

Effect of choiceTo test whether choice was necessary for the devaluation and

rebound effect we conducted a 2 (first vs. second rating) x 2 (preconsumption vs.
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postconsumption) x 2 (choice vs. no choice) repeated-measures ANOVA on ratings of
the forgone/third-ranked animal. There was a marginally significant effect of rating
such that helping the forgone/third-ranked animal was more attractive orsthating
(M = 7.24) than the second rating € 7.08;F(1, 121) = 3.86p = .05). More
importantly, in line with our prediction, this main effect was qualified by a fsogunit
three-way interaction among the factdfgl 121) = 5.40p < .05). Participants in the
choice condition significantly devalued the attractiveness of donating to the
forgone/third-ranked animal when the second rating was made prior to consumption
(Mfirst = 7.21 vSMsecond= 6.79;F(1, 28) = 6.04p < .05), but the attractiveness of
donating to their forgone/third-ranked animal rebounded when the second rating was
made after consumptioMeyst = 7.09 VSMsecong= 7.14;F(1, 34) = .09p = .76). This
pattern replicates the previous studies. In contrast, for participants in the n® choic
condition, the attractiveness of donating to the forgone/third-ranked animabivas
devalued when the second rating was made prior to consumigien=7.42 vsMsecond
=7.42;F(1, 30) = 0p = 1.0) and marginally decreased when the second rating was after
consumption Mirst = 7.23 VSMsecond= 6.97;F(1, 29) = 3.11p = .09). Thus, we do not
observe either devaluation or rebound in the no-choice condition. These results, displayed
in figures 4a and 4b, support our fourth hypothesis that choice moderates the devaluation
and rebound effect. Clearly, ratings of the third-ranked alternative diffgséehsatically
based on whether it was forgone as part of a choice or omitted from the choice set.

We also analyzed the omitted alternatives by conducting the same analysas on t
first, fourth, fifth and sixth ranked alternatives. None of these omitted altersat

showed the three-way interaction pattern exhibited by the forgone alter(ustiv .24).
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The ratings of all of the alternatives are displayed in table 2. As in thespuaies, our

manipulations had no effect on regret (ps > .24).

Insert figures 4a and 4b here

Insert table 2 here

Discussion

Study 4 demonstrates that when consumers make an explicit choice to forgo an
attractive alternative, the forgone alternative is devalued prior to consumpttoa of
chosen alternative but rebounds afterwards. In contrast, when consumers do not make a
choice, we do not observe a significant devaluation and rebound effect. Likewise, the
alternatives omitted from the choice set do not show evidence of a devaluation and
rebound effect, suggesting that this pattern is stronger for an explicglyner
alternative. These results are consistent with the explanation that theitiadorgone
alternative is altered to avoid distraction. They also offer evidence againstpeting
goals explanation, which predicts that all non-chosen alternatives would be demadue

rebound regardless of whether they were forgone or omitted from the choice.
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General Discussion

Consumers frequently forgo alternatives but then have opportunities to choose
them on subsequent occasions. We believe that our research is the first to examine how
evaluations of forgone alternatives change after the chosen alternatheehas
consumed. Over the past 50 years, dozens of studies have consistently demonstrated that
the forgone alternative is devalued, often for years at a time, imphanglévaluation is
very long-lasting. However, these studies have overlooked the significant role of
consumption. We show that devaluation may last only until the chosen alternative has
been consumed, at which point the value of the forgone alternative rebounds.

Our findings provide support for the action based model of cognitive dissonance,
which argues that attitudes are altered to support actions and behavior (Hamesn
and Harmon-Jones 2002). Rather than contradicting cognitive dissonance theory, this
model describes the underlying mechanism for why dissonance leads to a ohthege i
value of the alternatives (Harmon-Jones and Harmon-Jones 2002). We extend the action-
based model by showing that that the change in attractiveness only lastseustiion
(i.e., consumption) is complete.

Our four studies also rule out alternative explanations for the rebound effect such
as the duration of consumption and regret. Study 1 demonstrates that theextastof
the forgone alternative was unaffected by the duration of consumption. All foursstudie
rule out regret as an explanation by showing that regret was unrelated to the

attractiveness of the forgone alternative.
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Moreover, a competing goals model cannot explain these results. Our studies
involve choice among means to the same goal; including a choice among cdodies (s
1), tasks to earn money (studies 2 and 3), and helping animals (study 4). These
alternatives are means to a single goal, unlike the tasks examined in corgpatsg
research. Second, our model differs from the goal-based model in terms of which
alternatives are affected. We observe the devaluation and rebound effect dogdime f
alternative but not for omitted alternatives. Likewise, study 4 showed that araalte
is more likely to be devalued and rebound when it is explicitly forgone rathrer tha
omitted from a choice. In contrast, the competing goal models predicts algsfest
where the devaluation occurs for all alternatives regardless of choical{Bteal. 2003;
Laran and Janiszewski 2009; Shah et al. 2002) which is inconsistent with our findings.
The rebound effect may be compared with variety seeking using the argument that
after consumption individuals are satiated with the chosen alternative andriaénef
forgone alternative appears more attractive because it provides variegvétowariety
seeking cannot explain the full pattern of results. First, variety seekingsafpthe
postconsumption stage but cannot explain devaluation of the forgone alternative prior to
consumption. Although it is possible that the devaluation and rebound effects are created
by two separate processes, we find that the two effects usually co-oggestsog that a
single process may be responsible for both. Second, variety seeking predicts an
equivalent rebound effect for the forgone alternative and omitted alterngireesaming
that they offer similar variety. In contrast, we show a stronger rebotewt &r the

forgone alternative than the omitted alternatives.
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Our findings might also be compared with Litt and Tormala’s (2010) recent work
on cognitive dissonance. Whereas the focus of our research is the forgone\adtdritiat
and Tormala examined changes in the attractiveness of the chosen alternativeepver t
demonstrating that the postdecision increase in attractiveness that comesafking a
difficult choice wilts in the face of minor attacks such as a negative produetvevi
Interesting future research could examine whether changes in the\atress of the
forgone alternative react analogously to positive information.

Finally, while we have focused on cases where the forgone alternative is
devalued, there is some evidence that the attractiveness of the forgoné\ztenag
increase momentarily immediately following a choice, before the thalihas had the
opportunity to resolve the dissonance (Festinger 1964; Walster 1964). For example,
Carmon, Wertenbroch and Zeelenberg (2003) showed that the attractiveness of the
forgone alternative can increase when consumers become attached to\adteduaing
deliberation. In our studies, we focus on the less immediate decrease in thretieas
of the forgone alternative by including a delay task after choice and pricasuning

the attractiveness of the forgone alternative again.

Managerial Implications

For managers, a key contribution of this research is the insight that consumers’
devaluation of a forgone alternative may be a temporary rather than a pastiegs, so
the forgone alternative should not be considered a lost cause. These findings have

important implications for firms that rely on customer relationship managesysteims
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and recommendation engines. For instance, under Amazon.com’s current system Robert
would receive a recommendation féuns, Germs, and Stdecause it was a recently
viewed item (Jacobi, Benson, and Linden 2006). However these recommendations will
only occur shortly after choosirithe Girl with the Dragon Tattosince this information
automatically expires after a time (Amazon.com 2012). However, our reseaygests
he will be unlikely to purchasBuns, Germs, and Stagttil he has finishedhe Girl with
the Dragon Tattoolnstead, Amazon.com would be more successful recommending
Guns, Germs, and Stemhce they expect that Robert has finisfibd Girl with the
Dragon Tattooor recommending a different book that was not explicitly forgone. Firms
using customer relationship management systems can incorporate appropriate
consumption-length delays to improve the success rate of their recommendations.

Although our focus here was on consumer goods, we believe that the rebound
effect may apply to other domains where choice is involved. Examples of the rebound
effect seem to be common in many life choices. For instance, as padceha trend,
retirees often embark on their “dream job” that they always wanted bub faxdjo (Galt
2006). After a relationship ends, lovers often rekindle their romance with the “one who
got away” (Kalish 1997). These examples suggest that the attractivemeasyof
different types of forgone alternatives may eventually rebound.

Choice forms the basis for much of consumer behavior and with almost every
choice comes a forgone alternative. However, consumer research has tendad tmf
the attractiveness of the chosen alternative. Our research suggestgytivad for
alternatives deserve more attention because they rebound in attractivesrebe aft

chosen alternative has been consumed. By understanding how consumers value the
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alternatives that they do not choose as well as those they choose, we can desleéop a r

understanding of their dynamic choice processes.
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Table 1. Ratings of the Alternatives (Study 1)

First Rating Second Interaction
(Predecision) Rating F(2, 68)

First Preconsumption 8.04 (1.20) 8.04 (1.20)

Ranked Delayed Preconsumption 7.76 (1.85) 7.68 (1.89) 1.96
Postconsumption 7.83 (1.20) 7.06 (1.86)
Preconsumption 6.43 (1.79) 6.75 (1.64)

Chosen  Delayed Preconsumption 6.68 (1.89) 6.96 (1.74) 1.96
Postconsumption 6.89 (1.41) 6.11 (2.72)
Preconsumption 5.89 (1.85) 5.14 (2.22) )

Forgone Delayed Preconsumption 5.88 (1.96) 5.04 (2.09) 3.37
Postconsumption 5.94 (1.98) 6.22 (1.70)

Eourth Preconsumption 4.25 (1.67) 3.82 (1.56)

Ranked Delayed Preconsumption 4.76 (1.81) 4.08 (1.73) 1.43
Postconsumption 4.56 (1.89) 4.50 (2.17)

Eifth Preconsumption 3.39 (1.71) 2.92 (1.68)

Ranked Delayed Preconsumption 3.16 (1.62) 2.80 (1.53) 0.15
Postconsumption 3.11 (1.28) 2.83 (1.50)

Sixth Preconsumption 2.46 (1.57) 2.21 (1.45)

Ranked Delayed Preconsumption 2.08 (1.32) 2.08 (1.50) 0.62
Postconsumption 2.33 (1.03) 2.06 (0.94)

Seventh Preconsumption 1.75 (1.17) 1.79 (1.03) )

Ranked Delayed Preconsumption 1.52 (0.96) 1.40 (0.65) 3.27
Postconsumption 1.33 (0.97) 1.61 (0.70)
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Table 2. Ratings of the Alternatives (Study 2)

Choice Condition

No-Choice Condition

3-way
First Rating Second First Rating Second Interaction
(Predecision) Rating (Predecision) Rating F(1, 121)
: Preconsumption  8.03 (1.78) 7.90 (1.86) 8.23 (1.91) 8.03 (2.06)
First Ranked o, consumption 7.94 (1.76)  7.77 (1.91) 8.43 (1.04)  7.83(1.68) %2
Chosen/ Preconsumption  7.45 (1.99) 7.69 (1.93) 7.97 (1.99) 7.94 (2.06)450*
Second RankedPostconsumption 7.40 (2.02) 7.83 (1.77) 8.07 (1.05) 7.43 (1.91) ~
Forgone/ Preconsumption  7.21 (2.29) 6.79 (2.35) 7.42 (2.19) 7.42 (2.26)54d
Third Ranked Postconsumption 7.09 (2.08) 7.14 (2.30) 7.23 (1.74) 6.97 (1.99) ™
Preconsumption  6.66 (2.48) 6.86 (2.49) 6.74 (2.45) 6.68 (2.60)
Fourth Ranked 5 onsumption 6.23 (2.61)  6.74 (2.47) 6.50 (2.00)  6.63 (1.97) 97
. Preconsumption  6.00 (2.69) 6.14 (2.80) 6.32 (2.68) 6.45 (2.63)
Fifth Ranked 5 consumption 5.43 (2.91)  5.69 (2.94) 563 (254) 550 (2.61) 17
. Preconsumption  5.14 (3.09) 5.55 (3.05) 5.77 (2.88) 6.03 (2.95)
Sixth Ranked 51 onsumption 5.00 (2.96)  5.51 (3.18) 493(2.72)  520(2.76) °0°
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Attractiveness of B

Figure 1. Stage of Consumption and the Attractiveness of the Forgone
Alternative

B becomes a source of

doubt and distraction Distraction is irrelevant

and B rebounds
Devalue B to avoid
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Postconsumption

Consume A

Choose A,
Forgo B
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Figure 2. Attractiveness of the Forgone Alternative Across the Stagametimption
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Figure 3a. Attractiveness of the Alternative Forgone in a High Dissoi@Zmmee
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Figure 4a. Attractiveness of the Alternatives in a Choice Situation
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Figure 4b. Attractiveness of the Alternatives in a No-Choice Situation
9 .
First Rankee-----........_. S
81 Chosen/Secongt~-----~----- —-—-—~—-—-:::;'-'i'-'i’-‘iilI'—'I:::_’:_';-_-_-: ------------------------------------------
Forgone/Thir A :
7 -
Fourth Rankes:--- e DO *
6 Fifth Rankee [
Sixth Rankes-
5
Predecision Preconsumption Postconsumption

*Note: for the sake of clarity these figures display the averagkepisdon ratings for each
alternative. None of the predecision ratings were significantlyrditfe
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Chapter lIl: The Duality of Decisions and the Case for Impulsivenessdsfetr

Customer metrics provide a critical tool for firms to manage their perfarena
and predict future outcomes (Gupta and Zeithaml 2006), and management techniques put
customer metrics as the first step towards shareholder value (Heskeft394). Most
firms focus on customer satisfaction, which is measured by almost 75% qfrfiang
on a daily basis (Morgan, Anderson, and Mittal 2005). Its popularity is supported by
decades of research demonstrating its ability to predict financial outcémesrgon,
Fornell, and Lehmann 1994; Morgan and Rego 2006).

However, satisfaction metrics reflect only one aspect of consumer decision
making, whereas many decision theories hold that two processes are involved. In
psychological theories, decisions can be made based on a slow, explicit prodess, or a
intuitive process (Stanovich and West 2000; Strack and Deutsch 2004; Strack, Werth, and
Deutsch 2006). Similarly in neuroscience theories, consumption behavior is a result of
‘liking’ something, a hedonic reaction of enjoyment and ‘wanting’ it, a motivaltionee
to obtain it (Berridge 2004). Although there are differences between theseshiasie
clear that decisions involve two separate aspects.

These dual-process theories suggest that metrics which measure thevenpsisi
with which consumers purchase a product can complement customer satistaction t

provide a better understanding of consumer behavior and consequently shareholder value.

2 This research was conducted with Roland Rust aslpublished in 2011 in tll®urnal of the Academy
of Marketing Science
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Customer satisfaction metrics tend to reflect how much consumers ‘lgtedact, and
the reflective, explicit decision process. In contrast, impulsivenesmedfiect the fast,
automatic process (Strack, Werth, and Deutsch 2006), and the purely motivational
‘wanting’ for the product (Berridge 2004).

This dual-process view of customer metrics raises a number of key questions f
firms. First, what is the relative importance of satisfaction and impulsganetrics in
their association with the consumer decision process and, ultimately, firmshgluer
value? Although previous studies have indicated that impulse purchases represent a
substantial proportion of all purchases (Kollat and Willett 1967), no researchthas ye
directly compare impulsiveness metrics with satisfaction me®8esond, under what
conditions are impulsiveness metrics more important than satisfactiongvaetdwice
versa? Finally, what marketing tools influence impulsiveness? Although much is known
about how to drive customer satisfaction (Churchill and Surprenant 1982; Zeithaml,
Berry, and Parasuraman 1996), relatively little is known about ways to influence
impulsiveness.

The following section briefly reviews how dual-process theories indicate tha
satisfaction and impulsiveness metrics reflect unique aspects of consumsenmdeand
develops predictions about the metrics. Next we test these predictions wittlofa pa
laboratory studies and a field study. Study 1 demonstrates that impulsivenasdroag
relationship with consumer decisions; indeed it is comparable to custorséaciatn.
Furthermore study 1 shows that advertising influences impulsiveness but sfactati.
Study 2 demonstrates that product involvement moderates the importance of

impulsiveness. Finally, we generalize these results to shareholder vdladiahtlevel.
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In a field study, 750 consumer ratings collected online were matched with stdek ma
valuation for 101 firms. The advantage of the field study is that both firms and consumers
were randomly sampled, allowing generalization to other firms. The seshdiv the
importance of both satisfaction and impulsiveness metrics as predictors tiosthare

value.

Conceptual Development

The Distinction between Satisfaction and Impulsiveness

Recent dual-process theories suggest that impulsiveness and satisfattiosns m
reflect separate aspects of the decision-making process. In nenoescliking’ and
‘wanting’ a product represent distinct neural processes regulated by differeat
systems (Berridge 2004). ‘Wanting’ is defined as the urge to consume andlitigneds
to exert effort to obtain it, whereas ‘liking’ is defined as the experiencdisfastion and
pleasure that comes from consuming it — the hedonic impact. Based on this model,
impulsiveness metrics, which measure the “tendency to buy spontaneously,
unreflectively, immediately and kinetically” (Rook and Fisher 1995, p. 306) largely
reflect how much consumers ‘want’ a product (Ramanathan and Menon 2006; Vohs and
Faber 2007). Moreover, dopamine, the key driver of ‘wanting,’ regulates impulsive
behavior (Pine et al. 2010). In contrast, satisfaction, which is defined as aifpldas
level of consumption-related fulfillment” (Oliver 1997, p. 13) corresponds with how

much a consumer ‘likes’ a product (Blood and Zatorre 2001).
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Second, psychological theories also suggest that decisions based ortisatisfac
are distinct from those based on impulse (Shiv and Fedorikhin 1999). Numerous theories
have proposed that decisions can be arrived at through a fast, implicit and intuitive
process or a slow, explicit and deliberative process (Kahneman 2003; Stanovich and
West 2000). According to Strack and Deutsch (2004), the former corresponds with
impulsiveness, and is characterized by decisions which are arrived at thcatiynaased
on reactions to objects in the environment. The latter process, termed theveeflect
system (Strack and Deutsch 2004), corresponds with satisfaction. Just adisatisfac
incorporated into loyalty intentions and expected product outcomes, in the reflective
system “knowledge about the value and the probability of potential consequences is
weighted and integrated to reach a preference” (Strack and Deutsch 2004, p. 222). One
consequence of this distinction is that satisfaction and impulsiveness metrick sbtbul
be strongly related to consumers’ decisions to purchase products and consequently fi
value.

Our purpose here is not to differentiate or reconcile the neuroscientific and
psychological theories, but merely to draw on them to demonstrate thatctatiséand
impulsiveness metrics represent separate underlying processes. Despite do not
claim that impulsiveness is wholly separate from satisfaction; indeed, aaisgr
theories argue that the processes are related (Berridge 2004; Strack awkideutsch
2006). Yet these two factors reflect distinct, albeit related, mental pesciet have

different antecedents and consequences that are important to managers.
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Loyalty Intent Mediation

One implication of dual-processes is that they should influence consumer choice
in different ways. Customer satisfaction is associated with future yapédintions
toward the product (Boulding et al. 1993), such as plans to repurchase it and recommend
it to others (Johnson, Herrmann, and Huber 2006). Therefore, loyalty intent should
mediate the relationship between satisfaction metrics and product choice. Suatomedi
has already been demonstrated in the marketing literature (Hallowell 29@6)e
simply replicate the results here. In contrast, impulsiveness is a steakttliansient
reaction to exposure to products or advertisements. By definition, impulse puraleases a
spontaneous, lacking planned behavior (Rook and Fisher 1995; Rook and Hoch 1985).
Therefore, we hypothesize that the impulsiveness-choice path will not be rddxjiate
loyalty intentions. Since impulsive decisions may be construed as a typalabéinavior
we should emphasize the difference between loyal behaviors, which involve action but
not necessarily planning, and loyalty intent, which is merely planned actimer(Ol

1999).

Involvement Moderator

Although satisfaction and impulsiveness should both predict consumer decisions,
the relative importance of those constructs will vary. We predict that corsumer
involvement with the product will moderate the importance of impulsiveness. Product

involvement represents the relevance (Zaichkowsky 1985) and importancé {95

45



of the product or the purchase task to the consumer. As consumers’ level of involvement
increases, they put more time and effort into their choice (Beatty and Smith 1987)
Because impulsiveness is unplanned, sudden and spontaneous (Rook and Hoch 1985),
impulsiveness should offer better predictions in low- versus high-involvementsigiat

(Strack, Werth, and Deutsch 2006).

Advertising Intensity

Because satisfaction and impulsiveness represent distinct decistas$es, it is
important to understand the drivers of each. While the drivers of customer satsfac
have been studied extensively (Churchill and Surprenant 1982; Oliver 1997), less is
known about the drivers of impulsiveness (but see Madhavaram and Laverie 2004; Peck
and Childers 2006). One possible driver of impulsiveness is advertising intensity.
Advertisements create positive associations with the brand (Aaker 1991) and these
associations become automatically activated when presented with a pupbastunity
thereby prompting impulsiveness (Strack, Werth, and Deutsch 2006). In other words,
advertisements may develop the mental associations that encourage impulsivezrsss
associations may also act as a cue for the reward associated with the, predticy a
‘wanting’ reaction leading to impulsiveness (Berridge 2007). Therefore weptieat
advertising will have a positive relationship with impulsiveness.

In contrast advertising’s relationship with satisfaction is unclear. Sorogdhge
such as attitude theories, suggest that information from advertisements iedlbehefs

which in turn influence attitudes such as satisfaction (Fishbein and Ajzen 1975).
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However, the effect of direct experience with a product on attitudes often olmsvhe

most effects of advertising (Smith and Swinyard 1983), reducing its éect Danaher

and Rust 1996). Therefore, we predict no relationship between advertising and customer
satisfaction.

Although the direct path between advertising and key outcomes such as consumer
decisions and shareholder value is not the focus of this research, it is necessarglto cont
for it. While this relationship has been investigated extensively (Conchak, @rad
Zinkhan 2005), disputes about it remain (Vakratsas and Ambler 1999). It is difficult to
distinguish whether increased advertisement causes firm performancesadyert
budgets are determined based on firm performance, or some combination of the two. Yet
many agree that advertisements build awareness and brand loyalty, |leatiaugtmisier
value (Wang, Zhang, and Ouyang 2009), so following previous research on this topic we
predict that advertising will influence consumer decisions and shareholder value

(Erickson and Jacobson 1992).

Study 1

The purpose of study 1 was to demonstrate that impulsiveness and satisfaction
represent important aspects of decision making. In this study we determine how
satisfaction with a fictitious band (Woodbury) and impulsiveness predict theatetmsi
download one of their songs. Satisfaction was manipulated via the quality of the songs

and impulsiveness was manipulated via advertising for the band.
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Method

The study used a 2 (quality: high vs. low) x 2 (advertising: target vs. non-target
ads) between-subjects design. Data were collected online from 65 adults intdee Uni
States in exchange for a small payment. Participants listened to two aoadsgh
quality and one low quality. The quality was determined by a pretest of pantisifrom
the same populatiom & 46) who rated the high-quality sorg € 5.15) as better quality
than the low-quality sondV{ = 3.26; faired (45) = 8.11p < .01) on a seven-point scale (1
= “Very poor quality” to 7 = “Very high quality”). In the high-quality condition, thigh-
guality song was attributed to the target band, Woodbury and the low-quality sbeg to t
non-target band. In the low-quality condition the attribution was reversed. None of the
participants had heard these songs before. Next participants viewed thiree pr
advertisements for one band (see example in Appendix B). In the target adonotitkti
advertisements were for the target band, Woodbury, while in the non-target ad condition
the advertisements were identical except for the non-target band, namedrith&tars.
Next, participants were offered the option of downloading a new song by Woodbury.

After making their choice, they rated the impulsiveness of their decision to
download the song using a scale adapted from Jones et al’'s (2003) nine-item product-
specific impulsiveness scale € .84). Next they rated their satisfaction with Woodbury
using an adapted version of Oliver and Swan'’s (1989) seae95). The item asking
whether the decision was a good or bad choice was dropped because it did not apply.
Loyalty intent was measured using the loyalty sub-scale from ZelitiBerry and
Parasuraman’s (1996) behavioral intentions seete.06). All items were measured

using a 7-point rating scale (see Appendix C).
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Results and Discussion

Impulsiveness and satisfaction manipulation chetigest the predictions that
advertising influenced impulsiveness while quality influenced satisfac&gooowducted
a 2 (advertisement) x 2 (quality) MANOVA on impulsiveness of the decision to
download a song and satisfaction with the band. As predicted advertising had a
significant effect on impulsiveness((, 61) = 4.72p < .05) such that impulsiveness was
greater after viewing advertisements for the target bisind 8.89) than viewing
advertisements for the non-target bald=3.28). However, quality had no significant
main effect on impulsiveness nor did its interaction with advertising have ah éffec
different pattern of effects was observed for satisfaction. Quality haarginally
significant effect on satisfactiof(1, 61) = 3.81p = .06), such that satisfaction with the
band was greater when the high quality song was attributed to them 61) than the
low quality song 1 = 3.99). However, advertising had no main effect on satisfaction, nor
did its interaction with quality have an effect. These results indicate thertigthg
influences impulsiveness but not satisfaction, whereas quality influencéacmtnsbut

not impulsiveness.

Impulsiveness and satisfaction’s relationship with chdiext we tested
impulsiveness’ and satisfaction’s relationship with the decision to download the song.
Because the focus of our research is ultimately related to metricstiti@ction and
impulsiveness scales were used as the independent variables along witsexdeets (0
= nontarget, 1 = target). We conducted a logistic regression on decision to download a

new song (1 = yes, 0 = no) using advertising, impulsiveness and satisfactienwalsex
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significant main effect of advertising € 1.37,p < .05) such that participants were more
likely to download the song after seeing advertisements for the target bamdhaththe
competing band. Satisfaction had a marginally significant relationship withecfioic

.52,p =.07). More importantly, impulsiveness had a significant relationship with choice

(B =1.08,p < .01), indicating that impulsiveness represents a strong predictor of choice.

Loyalty intent mediatiarNext, we tested whether loyalty intentions mediate the
satisfaction-choice path but not the impulsiveness-choice path. We firgsedleyalty
on both satisfaction and impulsiveness. Satisfaction had a significant positiianstigo
with loyalty intention § = .97,p < .001), whereas impulsiveness did not. Next we
included loyalty intent in the logistic regression on choice as described.dhmyalty
intention was significanf3(= .88,p < .05), but satisfaction was no longer significgint(
-.37,p = .49). These results indicate that loyalty intent mediates the relapdretween
satisfaction metrics and choice, but not the relationship between impulsivadess a
choice.

In accordance with dual-process theories, these results indicate that bothecus
satisfaction and impulsiveness are related to consumers’ decisions. Howseer the
aspects are related to decisions in different ways. While satisfactsadsiated with

choice through loyalty intentions, impulsiveness is associated with chosotiyir
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Study 2

The purpose of study 2 was to demonstrate that the relationship between
impulsiveness and choice is moderated by involvement with the product. The procedure
was similar to study 1 where participants listened to two songs and viewed
advertisements. Unlike study 1, impulsiveness and satisfaction were not maxfowiat

rather were measured.

Method

This study used a 2 (involvement: high vs. low) design. Seventy-one responses
were collected from an online survey (average age 31; 62% female). Eigtippats
were excluded for failure to follow directions and technical difficultiegiptathe songs.
For all participants, the high-quality song was attributed to Woodbury and the
advertisements were for Woodbury. In the high-involvement condition, participants
wrote a statement about how music was important to them. In the low-involvement
condition, participants wrote a statement about how friendship was important to them.
This manipulation was validated in a pretest(19). Three items: 1) “How relevant is
music to you?” (1 = “Not at all relevant,” 7 = “Very relevant”); 2) “How rhudoes
music matter to you?” (1 = “Does not matter at all,” 7 = “Matters a latijf 3) “How
affected are you by music?” (1 = “Not at all affected,” 7 = “Very a&d¢) were

averaged together to create a music involvement scale95). An ANOVA found that
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those who wrote about musiél = 6.63) were more involved than those who wrote about

friendship M = 5.58;F(1, 17) = 5.78p < .05).

Results and Discussion

Reliability was high for the impulsiveness scale=(.89) and the satisfaction
scale ¢ = .96). To test whether involvement moderated the relationship between
impulsiveness and choice, we conducted a logistic regression on decision to download
the song with impulsiveness, satisfaction, involvement (0 = low, 1 = high), as well as the
impulsiveness x involvement and satisfaction x involvement interactions astpredi
As confirmation of study 1, impulsiveness had a significant relationship with dlfioice
2.01,p < .01), although in contrast to study 1 customer satisfaction was not significant (
=.33,p = .50). More importantly, involvement moderated the path between
impulsiveness and choice. There was a marginally significant negagvaction § = -
1.41,p < .10), such that for the low-involvement condition, impulsiveness had a
significant relationship with choic@ € 2.01,p < .01), but for the high-involvement
condition the relationship was only marginally significght(.60,p = .09). These results
indicate that impulsiveness has a greater relationship with purchase deftisions

involvement situations than for high-involvement situations.
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Field Study

The first two studies demonstrate that customer satisfaction and impulsiveness
relate to choice and that the relative importance of this relationship is nextibyat
involvement. The purpose of the field study is to apply the individual-level findings to
shareholder value at the firm-level. Although analyzing a longitudinalseéais would
be ideal, such data do not currently exist, and would take years to collect. Forsis rea
we do the best we can given the practical constraints of data collection undéotisea
that it is better to explore an important topic imperfectly than to abandon empatb
explore it. Therefore we collected cross-sectional data for the purpo$es refsearch.
Publicly traded firms were randomly sampled and consumer ratings of ttreseviere
collected from an online panel. Dual-process theories predict that Satisfacd
impulsiveness metrics should both predict firm shareholder value as measuratkely m

valuation.

Method

Consumer ratings were collected by contacting a sample of adults to detérmi
they had recently been a customer of any of the firms, and if so, their respenses
aggregated by firm and related to the shareholder value measures for the subseque
guarter. We used a structural equation model to perform the analysis. All e@anade

standardized to have a mean of zero and a standard deviation of one prior to analysis.
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The base model M1 tests the direct path between impulsiveness and market
valuation, and the indirect path between satisfaction and shareholder value, ariegliate
loyalty intent. It also includes a direct path from advertising intensity t&ehaaluation
as well as controlling for other theoretically important variables incudge and market
concentration. We also consider four alternative models (M2 — M5) that extend the base
model M1 in different ways. The model M2 includes a direct path between datisfac
and market valuation. The model M3 tests whether the impulsiveness-markebwaluati
path is mediated by loyalty intent by including a direct path from impulsigandsyalty
intent. Finally, models M4 and M5 include paths from advertising intensity to stibsfa

and impulsiveness, respectively.

Data

Firm selectionTo allow generalization to the population of U.S. firms, 105 firms
were randomly sampled from the population of all public U.S. firms using a stiatifie
probability sample. The sampling frame was compiled from all firmslligsteAMEX,
NASDAQ, and NYSE stock exchanges. Firms were required to meet fouiaciitdre
included in the sampling frame. First, firms were required to be publicly traded
companies with available financial records that could be used to create dependent
measures. Second, the sampling frame only included firms which offered a predominant
brand or a limited number of brands so that market valuation could be linked with ratings
at the brand level. Firms offering multiple brands rarely report finhresalts of each

brand separately and thus were excluded. Third, because this research is aboutconsume
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reactions, only business-to-consumer firms were included. Fourth, for the sake of

feasibility, only U.S. firms operating nationwide (in at least 18 states imeluded.

Local firms would have required a targeted survey, greatly complicatirantigsis.
Because of a link between novelty and impulsiveness (Hausman 2000), it was

important that the sample contain sufficient variability of firms offgnovel products.

As a proxy for novelty, the age of the firm, which was readily available fhenstock

exchange listing date, was used to stratify the sample. Old firms, defined esteas

prior to 2003, were selected with a probability of .46. Young firms, defined as those

listed in 2003 or later, were selected with certainty (probability of 1) bedaisewere

so few that fulfilled the screening criteria. Data were weightedhéyniverse of the strata

selection probabilities to correct for this probability of selection. Withih se@atum,

firms were selected with a probability proportional to their market cegatadn. This

method created a greater chance of selection for large firms than fofismsloffering

a better representation the U.S. economy. Of the 105 sampled firms, four weredexclude

because financial data were unavailable due to acquisition or bankruptcy duringlthe s

(FTD, Northwest Airlines, thinkorswim, and Eddie Bauer). The final sampladed

101 firms (listed in Appendix D) which included 55 old firms and 46 young firms.

Consumer selectioConsumers’ ratings were collected from a national online
sample of 750 adult respondents. The sample and survey were conducted by a
professional survey research company using a panel of volunteer survepaattievho
received points redeemable for gifts in exchange for their participat@ncdnsumer

sample was created to represent the U.S. adult population in terms of age and gender
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Each respondent rated one firm. At the start of the survey respondents indicatedfwhic
the firms they had purchased from in the past year. From that subset, one firm was
selected as the target for the remainder of the survey. The firm thaehsalest

sample size in the subset was selected as the target, which ensuredithat edckived

a sufficient number of ratings. For instance, one participant indicated makifpapesc
from UPS, Sprint-Nextel, McDonald’s, Burger King and Domino’s Pizza witihe past
year. Because Domino’s Pizza had the fewest ratings, the computer d$3gnieo’s
Pizza as the subject of his survey, which this participant rated in termsstdctadn,
impulsiveness and loyalty intent. This participant’s ratings were aseragh the other
seven participants who rated Domino’s Pizza to create a firm-leved fiaich financial

results were appended. Each firm was rated by an average of 7.5 consumers.

Dependent variable and covariatéhe outcome of interest for this study was a
firm’s shareholder value. Market valuation represents the total valugrofcommon
shares and provides a commonly used indicator of overall value of a firm (Conchar,
Crask, and Zinkhan 2005). Market valuation was collected from COMPUSTAT and was
normalized by total assets to facilitate comparison and log-transfoomeduce
skewness. In addition, the model controlled for a number of theoretically important
covariates. First, it controlled for market concentration by including tinideahl-
Hirschman Index, computed as the sum total of the squared market shares (Curry and
George 1983) such that larger values indicated a greater concentratiorsoMarket
concentration is often included in models predicting firm performance (Anderson,

Fornell, and Mazvancheryl 2004; Morgan and Rego 2006). Second, the model included
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advertising intensity, which represents the amount spent on advertising and promotion
during the year. Previous studies have shown that it has a positive relationship with
market valuation (Anderson, Fornell, and Mazvancheryl 2004; Conchar, Crask, and
Zinkhan 2005; Morgan and Rego 2006). Prior to analysis, advertising intensity was
normalized by total assets to facilitate comparisons across indusidiésgatransformed

to reduce skewness. Finally, the model controlled for the age of the firm, which
represented the firm’s level of experience and has been an important covariate in pr
studies (Rao, Agarwal, and Dahlhoff 2004). All covariates were collected from

COMPUSTAT.

Results

Across all firms reliability was high for satisfactian= .98), loyalty intentd =
.95), and impulsiveness € .88). Likewise, within the 101 firms, reliability was high for
satisfaction ¢y = .97,asp = .03), loyalty intentdy = .90,0sp = .15), and impulse
purchasingdy = .83,asp = .13) indicating reliable indicators. The correlations and

descriptive statistics are presented in table 3.

Insert table 3 here

We first computed the base model M1, which fit the data adequgtgly(15,n

=101) = 35.7; RMSEA = .12, AGFI = .84, NFI = .86, CFIl = .91), but fell short of
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recommended cutoff values, indicating that the model could be improved. As expected,
the control variable, advertising intensity, had a strong positive relationshimarket
valuation § = .55,p < .01), replicating past research on this topic (Conchar, Crask, and
Zinkhan 2005; Erickson and Jacobson 1992). Although theoretically important, the other
covariates, market concentratigh< .01,p = .93) and firm’s agep(= .09,p = .20), did
not have a significant relationship with market valuation.

The model M1 confirmed the expected relationships (see table 4). Loyaltty inte
had a significant relationship with market valuatipr=(.26,p < .01) and satisfaction had
a strong relationship with loyalty interft € .87,p < .01). Therefore the total path
between satisfaction and market valuation was signififant.22,p < .01). More
important for this research, the impulsiveness of a purchase had a sizabtmédioausi
relationship with market valuatiof & .23,p < .01Y.

We tested for mediation of the satisfaction- market valuation path using ted nes
model M2 which included a path from satisfaction to market valuatfaa (14,n = 101)
= 35.7). However this direct path was not significgnt ¢.01,p = .96) and including it
did not significantly improve model fikfdifference(l, n=101) = 0p = 1.00), supporting
the hypothesis that loyalty intent fully mediates the satisfacti@nken valuation path,

and confirming prior investigations of this effect (Hallowell 1996).

3 A potential threat to the validity of this modsla customer’s ability to accurately recall the
impulsiveness with which they made their purchasssion. To test this we compared the resultsHose
who recalled a purchase made less than a montiopshy with those who recalled a purchase made a
month or more previously. The results were unchdrmyethis duration, indicating that recall did not

impact these results.
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In contrast, loyalty intent did not mediate the impulsiveness- market \oaduati
path. We created a nested model M3 which included the path from impulsiveness to
loyalty intent. However this path was not significght=(-.01,p = .85) and including it
did not significantly improve model fikfdifference(l, n=101) = 0p = 1.00), indicating

that loyalty intentions do not mediate the impulsiveness- market valuation path.

Insert table 4 about here

We also tested advertising intensity’s relationship with satisfaction and
impulsiveness. Model M4 wa (14,n = 101) = 34.4) included a path from advertising to
satisfaction. In support of the predictions, it was not signifigart.L1,p = .26) and
model M4 did not significantly improve the model fit.

Finally, we tested the path between advertising intensity and impulsivianess
model M5 §%vs (14,n = 101) = 23.8). As predicted there was a strong, positive
relationship with impulsivenes$ € .34,p < .01). Moreover, model M5 represented a
significant improvement of model fit compared to the base modelfaence(1, N =
101) = 11.9p < .01). Compared to the other models, model M5 offered the best fit and
overall fit the data well (RMSEA = .08, AGFI = .88, NFI = .91, CFI = .96). The final
model M5 is presented in figure 5.

Although model M5 demonstrated a strong advertising-impulsiveness path,
impulsiveness did not fully mediate the advertising-market valuation path. fEHoe di

path from advertising to market valuation remained significant and unchainged fr
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model M1 ¢ = .55,p < .01). Rather, impulsiveness was an additional way for advertising
to relate to market valuation. This impulsiveness path represented 12% oéthe tot

relationship between advertising and market valuation.

Insert figure 5 about here

Involvement moderatoNext we tested whether involvement mediated the
relationship between impulsiveness metrics and market valuation. Three coder
independently rated how involved the average consumer is with each firm’s product (1 =
“Uninvolving” to 7 = “Involving”). The ratings were averaged together(.72) and the
data were split by the median into firms offering low-involvement prodactss6 firms)
and high-involvement products € 46). We conducted a multi-group structural equation
model using a version of M5 which excluded loyalty so as to compare market vatuation
direct paths with satisfaction and impulsiveness. As predicted, impulsiveness and
satisfaction metrics performed differently for different levels of involget. Customer
satisfaction’s relationship with market valuation was insignificanfifms offering low-
involvement product$}(= .09,p = .34), but significant and positive for firms offering
high-involvement product$ (= .29,p < .01). Conversely, impulsiveness metric’'s showed
the opposite pattern. Its relationship with market valuation was significant aitilgo0s
for firms offering low-involvement product$ € .21,p < .05) but insignificant for firms
offering high-involvement product$ € -.00,p = .99). These results suggest that firms

offering low-involvement products should pay more attention to impulsivenesssnetric
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than satisfaction metrics, whereas those firms offering high-involvemeshigis should
do the opposite. Additionally, the relationship between advertising and impulsiveness
metrics varies with involvement. While advertising has a significant, poséiagonship
with impulsiveness for low-involvement producfs< .39,p < .01), that relationship is

not significant for high-involvement producfs £ -.12,p = .45).

General Discussion

As suggested by dual-process theories of decision making, we find that customer
satisfaction and impulsiveness metrics are both important indicators of ficonoes.
Customer satisfaction metrics represent the deliberative and ‘liking’tasgfezpnsumer
decisions, whereas impulsiveness metrics represent the implicit anthgvaspects. In
a pair of studies and a field study, we show that these metrics are relatestimer
choice at an individual level as well as shareholder value at the firm levedoivoy the
importance of these two metrics depends on the consumer’s level of involvement with the
product. Impulsiveness metrics are relatively more important thafesétie metrics for
low-involvement products but not for high-involvement products. Moreover, these
metrics are influenced by different marketing tactics. Advertibamgya positive effect on
impulsiveness but not on satisfaction.

Although both types of metrics provide useful associations with shareholder
value, currently most firms measure only satisfaction. The Marketing Rhsea
Association’sBlue Book(Blue Book: Research Services Direct@609) lists 105

research companies that specialize in customer satisfaction, but nomethaize in
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impulse purchasing or impulsiveness. Yet, while most firms do not collect immésive
metrics, they frequently employ marketing tactics that influence inyauiess such as
advertising, product displays (Stern 1962), promotions (Kacen 2003), and encouraging
consumers to handle products (Peck and Childers 2006). By measuring impulsiveness

metrics firms can more effectively manage these tactics and detetineir efficacy.

Limitations

Some limitations of our research should be noted. First, the field study data are
limited to cross-sectional measures, preventing strong inferences alityaldecause a
longitudinal series requires substantial resources and many years tg tubeesearch
uses a cross-sectional design. Despite these data limitations, thislhrggeaides a

thorough exploration of these issues, which is preferable to leaving it unexplored.

Conclusion

This research suggests that firms can improve their performance binfpouns
key customer metrics. The impulsiveness with which consumers make théiageirc
decisions and customer satisfaction complement each other to provide a richer
understanding of consumer behavior. Future research can build on these findings to

explore these two aspects of consumer behavior in more depth.
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Table 3. Descriptive Statistics and Correlations

Means

SD

Market valuatiof’
Satisfaction
Impulsiveness
Loyalty intent

Market concentration
Advertising intensit§P

Firm’s age

15,921.86
5.56
3.25
5.10
.20
357.68

19.49

30,426.16
.79

.68
.87

15
528.79

18.69

1 2
1.00
.32 1.00
45 .16
.38 .87
15 .18
.66 .11
-01 .02

% og-transformed for correlations
PNormalized by total assets for correlations



Table 4. Path Coefficients for Models M1 — M5

M1 M2 M3 M4 M5
Impulsiveness— Market valuation 23 23" 23" 23" 23"
Loyalty intent— Market valuation 26 26" 26" 26" 26"
Market concentratior» Market valuation .01 .01 .01 .01 .01
Advertising intensity— Market valuation .55 55" 55" 55" 55"
Firm’'s age— Market valuation .09 .09 .09 .09 .09
Satisfaction— Loyalty intent 87 87" 87" 87" 87"
Satisfaction— Market valuation -- -.01 -- -- --
Impulsiveness~ Loyalty intent -- -- -.01 -- --
Advertising intensity— Satisfaction -- -- -- A1 --
Advertising intensity— Impulsiveness - - - - 347

“p<.01
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Figure 5. Estimates for Final Model

Loyalty
intent

*k

.26

Satisfaction 87"
Advertising BE”
intensity
34"

“p<.01

Impulsiveness

*k

.23

Market
valuation

Note: Some covariates included in the model are not shown in the figure
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Chapter IV: Effective Substitution and the Drawback of High Similarity

Substitution is a common part of the consumer experience. Consumers frequently
make substitutions for products that are out-of-stock (Emmelhainz, Stock, and
Emmelhainz 1991; Peckham 1963), too expensive (Bucklin and Srinivasan 1991), too
unhealthy (Tuorila, Kramer, and Cardello 1997), or otherwise unavailable. Dinspite
prevalence of substitution, there is surprisingly little research on whasnaa
replacement product an effective substitute. By an effective substituteearea
replacement product’s ability to satisfy the consumer’s desire famagained product.

For example, if a consumer is looking forward to drinking a Coke but finds it
unavailable, will another brand of cola be a more or less effective subdtduta t
lemon-lime soda? Our research shows that consumers often have incorrécabeli¢
substitution effectiveness, meaning that their predictions about which products wil
provide the best substitutes differ from their post-experience evaluations.

One factor that is often discussed in relation to substitution is similatikebe
products. It is widely believed that product similarity is synonymous with sutadtility
(Ratneshwar and Shocker 1991; Srivastava, Leone, and Shocker 1981). For example, in
discussing the substitution-in-use (S1U) methodology, Ratneshwar and Shocker (1991, p.
282) state “the SIU approach focuses on the instrumental consequences of products, and
it implies that products should be perceived as similar whenever they are pe@eiv

substitutable as means for the same ends or usages.” This research shibws that

* This research was conducted with Rebecca Hamitoa is reported in a 2012 working paper by Zachary
G. Arens and Rebecca W. Hamilton titled “Effectiebstitution: Are Moderately Similar Replacements
Better than Highly Similar Replacements?”
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relationship between similarity and substitution is more complicated. We propbse tha
moderately similar products may be more effective substitutes thary kigfilar

products because they encourage consumers to think of their motivation for consumption
more abstractly. A moderately similar replacement encourages consartter&tmore

broadly about the motivation for consumption (e.qg., drinking a soda instead of drinking
cola), thereby making the replacement seem better suited to fulfilbie g

Our research complements previous work on the drawbacks of highly similar
products. Recent work on copycat brands shows that when a new brand is highty simila
to a leading brand, comparing the two brands activates consumers’ persuasion
knowledge, driving down the evaluation of the highly similar brand (van Horen and
Pieters 2011). Our work complements this research because we examine ¢gnsume
post-consumption evaluations of substitutes rather than their pre-consumption
evaluations. Additionally, work on schema congruity shows that new products that are
moderately congruent with an existing schema are evaluated more positinehetihha
products that are highly congruent (Meyers-Levy and Tybout 1989; Peracchio and
Tybout 1996). Our research complements this work because we focus on consumers’
desire for the unattained product and we show that this desire is moderated by the
similarity between the chosen and substitute products.

Understanding the factors that influence substitution effectiveness ¢galtyiti
important to both consumers and firms. Substitution is a common aspect of consumer
behavior and the ability to substitute effectively is related to quality ofSuiestituting
one product for another represents a form of adjustment, an important skgictioas f

into subjective well-being (Brandtstadter and Rothermund 2002). For firms, it is
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important to offer products that satisfy customers as well as complefidiyttieir

motivation to purchase a competitor’s products. In the next section, we discasslrese
on substitution, similarity and abstract thinking and develop hypotheses. Nexposte re
the results of four studies testing our hypotheses, discuss the findings, and suggest

implications for both consumers and firms.

Substitution Effectiveness

Substitution has been operationalized in various ways. One common way of
operationalizing substitution is by measuring cross-price elastidity.approach
suggests that products A and B are substitutes if an increase (decreaspjicetbkA
is associated with an increase (decrease) in the quantity of B demanckesi1(863;
Slutsky 1960). Typically, this relationship is estimated using panel dataiexg the
pairwise changes in price and quantity demanded among products to create market
structure among competing brands (Blattberg and Wisniewski 1989; Kamakura and
Russell 1989). However, panel data only reflect consumers’ choices, indicating the
beliefsthat a product can substitute for another rather than its actual effectiversess a
substitute. For example, an increase in the price of Coke may prompt consumers to
choose Pepsi instead, indicating that consumers expect that Pepsi wjllthairsfiesire
for Coke. However, this relationship does not indicate whether Pepsi actuafigddiie
consumer’s desire for Coke. As we show in this research, consumers’ batiefo©ne
product’s ability to substitute for another often do not reflect its actiedtefeness as a

substitute. In other words, the cross-price elasticity view of substitutionef®oms

68



decision utility, whereas our view of effective substitution focuses on erpedautility,
and these two forms of utility may differ (Kahneman, Wakker, and Sarin 1997).itdfect
substitution allows us to distinguish between a replacement product tivedtiy
substitutes for a chosen product and one that was intended to substitute but fails to do so
effectively.

A second way of operationalizing substitution is to measure the ability of a
replacement product to satisfy the consumer’s desire for the unattained ptadiirct
and McAlister (1985) proposed measuring cross consumption response, which involves
comparing the unconditional likelihood of consuming product B with the likelihood of
consuming product B after consuming product A. The two products are considered to be
substitutes if consuming A leads to a lower likelihood of consuming B in the future
(Lattin and McAlister 1985). Cross consumption responses more closely appeximat
substitution effectiveness than cross-price elasticities, but this metifiuriearacterizes
substitution as a property of the relationship between products rather than ass proces
that may depend on consumer characteristics and context in addition to the fafations
between products.

A third way substitution has been operationalized, particularly in the behavioral
literature, is by defining substitutes as different products that fulélseame goal
(Kruglanski 1996). In early work on this topic, Lewin (1935) argued that adopting a goal
creates a “tension system” and different tasks that can relieve thentansiconsidered
substitutes for each other (Henle 1942; 1944). Recent work expanded on this idea,
proposing that products can be viewed as a bundle of features that deliver benefits to

satisfy consumers’ goals (Huffman, Ratneshwar, and Mick 2000). When tweniffer
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products represents means to the same goal — also known as an equifinaljgnaera
— consuming one of the products satisfies the goal, satiating the consumiez’$odes
both the consumed and unconsumed products (Kruglanski 1996). This third
operationalization of substitution is the one that is closest to our construct ofugiaosti
effectiveness because it allows the outcome of substitution to vary based on ¢onsume
characteristics and context in addition to the relationship between products.

Building on past work, we propose that substitution effectiveness involves two
elements. First, in accordance with goal theory, effective substitution isvioliding
the motivation to consume the unattained product (Kruglanski 1996). Fulfillment is a
relative concept because motivation is a dynamic process (Atkinson ahdLBit@). For
instance, drinking a Coke fulfills a consumer’s desire for Coke temporarily, boitret
time in the future motivation to drink a Coke may return. For the purposes of this
research we limit our consideration of motivation to the time period immediately
following consumption of the replacement. Second, derived from work on customer
satisfaction, effective substitution involves a perception of effectivenesstféctive
replacement product adequately meets the consumer’s expectations for #dueechatt
product (Oliver 1997) such that the two products are largely interchangelble. T
distinction between substitution effectiveness and the perception of effexss/ean lead
to incorrect lay beliefs, not unlike other research distinguishing between product
assortment and perceptions of product assortment (Broniarczyk, Hoyer, angti®icAl

1998).
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Substitution Effectiveness and Similarity

When consumers are unable to obtain a product they planned to buy they often
choose a replacement. One strategy for selecting a replacemertioese another
product that shares the unattained product’s features. Products with mhesafite
features offer the same benefits, often fulfilling the same goal iftdurffet al. 2000). As
the number of common features increases, so does the perceived similaritmbetwee
products (Johnson 1986; Tversky 1977). According to Tversky’s contrast model, the
similarity between two objects is a function of the number of features thahakeyin
common minus the number of unique features (Tversky 1977). If consumers’ lay theories
about substitutability are based on similarity, we expect consumers to phedlicighly
similar products will be more effective substitutes than moderately sipndducts. We

hypothesize:

H1: Consumers believe a replacement product that is highly similar to an
unattained product will be a more effective substitute than one that is

moderately similar.

In contrast to consumers’ lay theories we propose that moderately similar
replacements may be more effective substitutes than highly similarSutestitutability
is not a fixed property but can vary depending on situational goals (Ratneshwar,
Pechmann, and Shocker 1996; Ratneshwar and Shocker 1991; Shocker, Bayus, and Kim

2004; Stefflre 1971) or personal chronic goals (Ratneshwar et al. 2001). For instance,
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Ratneshwar and Shocker (1991) found that substitute products differ depending on the
goal at hand. Products categorized as “snacks” differed from productercaddas

“snacks you might eat at a Friday evening party while drinking a beer orbaherage”

and from “snacks you might eat when you don’t have time for a regular breakfast”
(Ratneshwar and Shocker 1991).

If two products satisfy the same goal, they serve as substitutes for one another
(Kruglanski et al. 2002). Yet the common goal satisfied by two products can bel\aewe
different levels of abstraction (Huffman, Ratneshwar, and Mick 2000; Vallacher and
Wegner 1987; Vallacher and Wegner 1989). This is critical because consiamédrs
prompted to think about their goals in more abstract or more concrete wayss(Freita
Gollwitzer, and Trope 2004). When consumers are prompted to think about their goal
more abstractly, a greater variety of dissimilar products will be dered as substitutes
(Kruglanski et al. 2002). In contrast, when consumers think more concretely, only highl
similar products will be considered as substitutes.

We propose that the reverse will also be true: being asked to consider a
moderately similar product as a substitute will prompt consumers to think about their
consumption goal more abstractly than being asked to consider a highly similart produc
as a substitute. Two bodies of work suggest that as the similarity betweentproduc
declines, substituting one product for the other prompts an increasingly abstraot vie
their common goal. First, Johnson (1988; 1989) found that choosing among
noncomparable product leads to a more abstract view than choosing among comparable
products. For instance, two toasters can be compared based on their number of slots, but

comparing a toaster with a hair dryer requires thinking of the products moracipstr
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such as in terms of practicality (Johnson 1988). Although Johnson’s work focuses on
choice, his results are relevant because choice is closely related to tiss pfgoedging
similarity (Medin, Goldstone, and Markman 1995). Second, Barsalou’s (1983; 1991)
research on categorization indicates a relationship between similarigpalsd ltems

that may otherwise seem unrelated can appear similar given a paguailaFor

instance a raccoon and a shake are considered more similar when given the goal of
identifying animals that make good pets (Barsalou 1982). Although Barsalou’s work
focuses on top-down processing (i.e., the effects of goals on similarityftoankbup
process in which the similarity between two products influences their commbalgma

may occur. Thus we hypothesize:

H2a: As its perceived similarity with the unattained product decreases, a

replacement product will invoke a more abstract view of the common goal.

As the common goal for the products becomes more abstract, we suggest that two
processes occur. First, because abstract goals have fewer detaitsttratecgoals
(Liberman, Sagristano, and Trope 2002; Trope, Liberman, and Wakslak 2007) they have
fewer criteria for fulfillment and thus an abstract goal is easier tdl thén a concrete
one. Second, as the common goal becomes more abstract it becomes further removed
from the unattained product. More products are able to satisfy an abstreamgeal a
result, the strength of the connection between the goal and each product is reduced,
creating a dilution effect (Kruglanski et al. 2002; Zhang, Fishbach, and IKekg2007).

In other words, a highly abstract common goal is so broad that it becomestivefé
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satisfying the desire for the specific product. These two processes haveeavalimg
influence on the relationship between the common goal and the consumer’s desee for th
unattained product. At moderate levels of abstractness, the common goal becoenes m
inclusive and easier to satisfy but remains undiluted and strongly connected to the
specific product. Thus, a moderately similar product can satisfy this moaiffectively

satisfy the consumer’s desire for the unattained product. At higher leveldraicaiess,

the connection between the common goal and the unattained product becomes heavily
diluted and so broad that satisfying the goal no longer reduces the consursiez’ $ode

the unattained product.

Insert figure 6 here

To illustrate these processes, consider the example in figure 6 where Coke can be
replaced with Pepsi, Sprite or orange juice. As these replacement products lessome
similar to Coke, the common goal becomes increasingly abstract. Thus, reflakang
with Sprite (moderately similar) prompts a common goal of soda (carbonatexd, swe
thirst quenching), which has fewer criteria for fulfillment than a common gazdlaf
(carbonated, sweet, brown, cola flavor, and thirst quenching) created by replagthg
Pepsi (highly similar). At this moderate level of abstraction, the connectimedre
Coke and soda remains strong and Sprite should be a better substitute than Pepsi. More

formally:
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H2b: A replacement product that is perceived to be moderately similar to an
unattained product will be a more effective substitute than one that is

perceived to be highly similar.

However, when the replacement is too dissimilar, the common goal broadens and
the connection with the specific goal is heavily diluted, weakening substitute
effectiveness. In figure 6, substituting orange juice for Coke prompts the conoaaof g
drinking a beverage. Although this common goal has few details (thirst quenching), it
also has numerous means (water, iced tea, beer, etc.), making the strength of the
connection with any particular means (specific desire for a Coke) weakfyBatithe
common goal may not reduce the consumer’s desire for the specific unattained product.

We hypothesize:

H2c: A replacement product that is perceived to be moderately similar to an
unattained product will be a more effective substitute than one that is

perceived to be low in similarity.

The next section describes four studies testing these hypotheses. Augjot s
provides initial evidence that moderately similar products are perceieditetter
substitutes after they have been consumed than highly similar products. Catuflys
shows that although consumers predict that highly similar products will be meceweft
substitutes than moderately similar ones, moderately similar producist@atya

perceived as more effective substitutes once they are consumed. The satpnd st
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explores a boundary condition created by low similarity replacement productdensd of
evidence suggesting that the level of abstraction of the common goal explairie¢he ef
Finally, the third study offers some evidence that the superiority of metesanilar
relative to highly similar replacements is moderated by prompting comstongink

more abstractly about their consumption goal.

Pilot Study: Is Lemon Lime a Better Substitute for Coke than Cola?

A pilot study provides initial evidence for the advantage of moderately simila
replacements. As part of an ostensible taste test, participants choserbetw colas
(Coke or Pepsi) or two lemon lime soft drinks (Sprite or 7Up). After making theicehoi
participants were told that their chosen beverage was out of stock and theywarre gi
either a moderately similar or a highly similar replacement beverdags rated their
satisfaction with the replacement beverage and their motivation to consume the

unattained chosen brand of soda.

Method

One hundred two undergraduate students took part in the study in exchange for
course credit. One participant who did not drink the beverage was removed. The study
used a 2 (type of unattained beverage: cola vs. lemon lime) x 2 (replacemengéevera
similarity: highly similar vs. moderately similar) design. To providease of agency,

participants were allowed to choose which beverage they would consume. When the
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chosen beverage was cola, participants rated the attractiveness of drinkingnéCoke a
Pepsi and then chose one to consume. When the chosen beverage was lemon lime, they
rated and chose between Sprite and 7Up.

After making their choice, all participants were told that their choserrdgye
was out of stock and they were given approximately 4.5 ounces of a replacement
beverage (store brand cola or store brand lemon lime). When the chosen beverage was
cola (lemon lime), the high similarity replacement beverage was storé @wkn(lemon
lime) and the moderate similarity beverage was store brand lemon lirag (¢ekt,
participants rated the similarity of the chosen beverage and the repladesnerage (1 =
Very dissimilar, 7 = Very similar), their satisfaction with the reptaent beverage
(“How much did you enjoy the [replacement beverage]?” and “How delicious was the
[replacement beverage]?” (1 = Not at all, 7 = Very much)) and their niotivia drink
their chosen beverage (“After drinking a cup of [replacement beverage] how much woul
you like to drink [chosen beverage] right now?” (1= Do not want to drink it at all, 7 =
Would like to drink it very much) and “After drinking a cup of [replacement beverage]
would you say that you want to drink [chosen beverage] more or less?” (1 = Véant it |

7 = Want it more)).

Results

Manipulation checkOur manipulation of similarity was successful. A 2 (type of
beverage) x 2 (replacement similarity) ANOVA on the replacement lgg/sraimilarity

to the chosen beverage indicated that the beverages were perceived to be moiia simila
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the high similarity 1 = 4.02) than in the moderate conditidth £ 1.80;F(1, 97) = 70.21,
p < .01). The chosen beverage had no main effect or interaction with the similarity

manipulation.

Satisfaction and motivatioff.o compare satisfaction with the replacement
beverage across conditions, we averaged together the satisfactioruiter®%) and
conducted a 2 x 2 ANCOVA controlling for the initial attractiveness of the bgeera
Participants were marginally more satisfied with the replacemeetdge when it was
moderately similarNl = 4.08) than when it was highly similavl (= 3.53;F(1, 96) =
3.41,p = .07). The type of beverage had no main or interaction effests .(L8) on
satisfaction.

Another measure of substitute effectiveness is motivation to drink the chosen
beverage after consuming the substitute beverage. We averaged the two moteragon it
(o =.82) and conducted a 2 x 2 ANCOVA with initial attractiveness of the chosen
beverage as a covariate. Not surprisingly, initial attractiveness hgudifecaint effect on
motivation to drink the chosen beverage after the substitute bevEageg) = 27.29%p
<.01). More importantly, motivation was marginally greater after consgiahighly
similar replacement\ = 3.42) than a moderately similar o € 2.88;F(1, 96) = 3.75,

p = .06). The chosen beverage had no main effect or interaction with the similarity
manipulation s > .50). This result suggests that the moderately similar beverage was a

more effective substitute for the chosen beverage than the highly similaadgever
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Discussion

Consistent with our predictions, this pilot study shows that participants who had
planned to drink a lemon-lime beverage (Sprite/7up) were more satisfied valhx a
replacement than a lemon-lime replacement, and those who planned to drink a cola
(Coke/Pepsi) were more satisfied with a lemon-lime than a cola repate
Accordingly, consumers were more motivated to consume the unattained chosen product
when the replacement product was highly similar to the chosen product than when it was
moderately similar. In other words, participants were more motivated to drink the
unattained lemon-lime beverage (Sprite/7up) after drinking a lemon-livezdge than a
cola, and they were more motivated to drink an unattained cola (Coke/Pepsi) after
consuming a cola than a lemon-lime beverage.

One limitation of this pilot study is that participants in the moderate and high
similarity replacement conditions consumed different products. Although weledtr
for this by making the moderate similarity replacement beverage in one oarttgi
highly similar replacement beverage in the other condition, we increase the gontrol
study 2 by using the same replacement product in all conditions.

A second limitation of this study is that the similarity measures werer|tvan
expected, appearing to reflect low and moderate similarity rather than necaledahigh.

This result may be a result of contrast with the very high similaritydsst the two
beverages that were initially evaluated (either Coke and Pepsi or Sprite pnd\VeJ
believe that in the context of a more diverse set of beverages (e.g., juice, Whfer, m

soda) similarity ratings for the replacement beverages would have been higheill W
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compare the effectiveness of low and moderate similarity replacenoehigis in study

2.

Study 1: Comparing Consumer Beliefs with Substitution Experience

Study 1 compares consumers’ beliefs about substitution with their actual
experiences. In this study participants expected to eat Cheerios breakéast but
instead were told that Cheerios was unavailable and that they would be eating and
evaluating a fictitious store brand called Merry-Os instead. The siyitatween
Cheerios and Merry-Os was either high, such that they had similar packadisgaaed
a number of features (e.g., both were “A good source of fiber”), or moderate, such that
they had dissimilar packaging and distinct features (e.g., Merry-OsAvgadd source
of vitamins and minerals” while Cheerios was “A good source of fiber”). Following
procedures used by Nelson, Meyvis and Galak (2009) to distinguish lay theories from
consumption experiences, participants either consumed or imagined consuming a highl
similar or moderately similar cereal called Merry-Os and then theg it ability to

substitute for Cheerios.

Method

The study used a 2 (similarity: high vs. moderate) design with two different

samples of participants — forecasters and experiencers (Nelson, Mey@slakd®009).
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In the experiencers sample, ninety-nine undergraduate students partifopatase
credit, but eight participants who did not wish to eat the cereal were excluded.
Participants were told that the study was a cereal taste test and yhaothe be eating a
sample of cereal. Next, participants answered a series of questions on their opi
Cheerios before being told that they would eat a new brand of cereal, Mengt€xl.
They viewed an image of a Merry-Os cereal box next to the Cheerios box with the
features of each listed below (See Appendix E). In the high similarity camthie
Merry-Os box was very similar to the Cheerios box, with the same color background,
similar font and a red heart icon. Both boxes listed the same four features (bhrade f
whole grain oats; A good source of fiber; Helps reduce the risk of heart diaedse;
Tastes delicious). In the moderate similarity condition, the Merrpa@kage used a
different background color, font and icons than the Cheerios box but was otherwise
identical to the box in the high similarity condition, including a photo of a bowl of the
cereal. Moreover, in the moderate similarity condition the features tivtheereals
differed (Merry-Os: Made from wheat, oats and corn; A good source of vitamdns a
minerals; Excellent nutrition promotes energy; and Unique toasted flavor;i@heer
Made from oats; A good source of fiber; Helps reduce the risk of heart diaadse
Classic flavor). Participants rated the similarity between the sefétdw similar do you
think Merry-Os is to Cheerios?” (1 = Very dissimilar, 7 = Very similag &How much
do Merry-Os and Cheerios have in common?” (1=Very little in common, 7 = A lot in
common)). Next all of the experiencers ate a sample of approximatelp&§p@ons of
Cheerios served in a cup without milk. Finally, participants rated their motivat eat

Cheerios and their perception of Merry-Os’ effectiveness as a subst#ataide 5).
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A second group of participantd € 50) comprising the forecasters completed the
study online (average age = 36, 64% female). Instead of consuming Merry-Ospuipis gr
imagined doing so and predicted its ability to substitute for Cheerios (NelsowisMey

and Galak 2009). In all other respects, the study for the forecasters wasaidenti

Results

ForecastersFirst, we examined consumers’ beliefs about substitution by
analyzing the predictions made by the forecasters. The similarity maingouvas
successful. An average of the similarity itemms=(.91) shows that Merry-Os was
perceived to be more similar to Cheerios in the highly sinliflax 6.16) than in the
moderately similar conditiorM = 4.46;F(1, 48) = 28.05p < .01). We verified that there
were no differences in the initial attractiveness ratings of Merrye@sa similarity
conditions p > .58). Next we examined the effect on two scales — motivation to eat
Cheerios and Merry-Os’ perceived effectiveness as a substitute fer@hgsee table 5).
We averaged the two motivation itenas<.81) and conducted a one-way ANOVA. The
predicted motivation to eat Cheerios after eating Merry-Os did not diffeebatthe
highly similar version i1 = 4.04) and the moderately similar versidh=£ 4.34;F(1, 48)
=.49,p = .49). We also examined the perceived substitution effectivenesswsealgg)).
Merry-Os was predicted to be a better substitute for Cheerios when itgiégs dimilar
(M = 4.78) than when it was moderately similslr £ 3.82;F(1, 48) = 5.24p < .05),

supporting the first hypothesis.
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ExperiencersFor the participants who actually ate the cereal, the similarity
manipulation was also successful. As expected, Merry-Os was perceived doebe m
similar to Cheerios in the highly similar conditiddl € 6.03) than in the moderately
similar condition M = 5.42;F(1, 89) = 5.12p < .05), but there were no differences in the
initial attractiveness ratings of Merry-Os across similarity dooas (@ > .41). In contrast
to the forecasters, when participants actually consumed the replaceméatitgihad
the opposite effect. First we analyzed motivation to eat Cheerios aftey Bhrry-Os @
= .67). Motivation to eat Cheerios was higher after eating the highly simiionef
Merry-Os M = 3.56) than the moderately similar versiéh% 2.91;F(1, 89) = 4.72p <
.05), indicating that the moderately similar version was a better substigxews
analyzed the average of the perceived substitution effectivenessossalés]. As shown
in figure 7, the moderately similar version of Merry-Os was perceived addegter
substitute thanM = 5.43) than the highly similar versioM & 4.84;F(1, 89) = 5.15p <

.05). These results supports hypothesis 2b.

Insert table 5 here

Insert figure 7 here
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Copycat alternative explanatioAn alternative explanation for these findings
may be that consumers had a negative reaction to copycat brands (van Horen end Piete
2011). In the high similarity condition, participants may have punished Merry-Os
because it copied Cheerios and lacked originality. However, this explanation is
unsupported by our results. First, both forecasters and experiencers should penalize
Merry-Os for being a copycat brand. Second, we tested this explanationumingdhe
item “Merry-Os is trying to copy Cheerios” (1 = Strongly disagree, ren§ly agree) as
a covariate in the analysis for the experiencers sample. The copycatdtaot Have any
direct effect and, more importantly, this covariate did not weaken the effestilairgy
on perceived substitution effectiveness or motivation — both remained signifisant (
.05). Hence, copycat perceptions do not explain why the experiencers feel that a
moderately similar product is a more effective substitute for Cheerios thigihly

similar product.

Discussion

There is a widely held belief that products’ ability to substitute for edugr ot
increase with similarity. The literature treats the two concepthdageably
(Ratneshwar and Shocker 1991; Srivastava, Leone, and Shocker 1981). Our data shows
that consumers hold this belief too. However, we show that this belief may be iticorrec
for the experiencers who actually ate the cereal, the moderatelgrsiision was a

more effective substitute and did a better job satiating consumers’ motivatiomsimnoe
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Cheerios than the highly similar one. These results cannot be explained by a negative
reaction associated with a copycat characterization.

A limitation of this study is the relatively low reliability statestifor the
motivation scale exhibited by the experiencers. Because this scale isreigifile in the
forecasters sample and in our other studies, we elected to use the sammdba study
to provide consistency across studies. Analyzing the two scale items spsuggests
the same conclusion as when they are combined into a scale: the moderataly simila
replacement does a better job of satisfying motivation for Cheerios thamgkie hi
similar replacement. This difference is significant for one item (lFawh would you
like to eat Cheerios right nows< .05) but does not reach significance for the other (
.25).

One advantage of this study relative to our pilot study is that the product
experience was held constant across conditions. All of the participants who ec@erie
the product actually ate Cheerios, and only the product expectations varied. This
underscores the importance of thinking about substitution as a function of subjective
expectations as much as objective outcomes.

Although this study indicates that consumers’ beliefs about substitution are
incorrect, it does not address the underlying reason for it. The next two studies sugges
that the reason for the incorrect beliefs may be due to a shift in construademas
phases of the consumption process. We predict that a moderately similar replacem
prompts an abstract view of the goal, making it easier to fulfill, but consumgmana
anticipate this shift in construal or its consequences. Evidence suggests that codsume

a poor job anticipating how their construal levels will be affected by chamgjesir
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situation (Hamilton and Thompson 2007; Liberman and Trope 1998; Thompson,
Hamilton, and Rust 2005; Trope, Liberman, and Wakslak 2007). Thus, consumers may
not realize how the similarity of a replacement product will influence thewv of the

common goal, leading to incorrect beliefs about substitution.

Study 2: Low Similarity as a Boundary Condition

Our first two studies suggest a negative relationship between siyndad
substitution effectiveness. However, we believe this relationship should bedlitmit
moderate and high levels of similarity and should reverse at lower levelsilairigym
Study 2 investigates the boundary condition created by low similarity suéstitut
Participants rated how much they wanted to listen to sixteen different songs and they
were led to believe that they would listen to their favorite song. However,dnsitea
listening to their favorite, participants listened to a replacement sonegtted in its
similarity to the selected song.

In addition to showing a boundary condition for the effect, this study also
provides some evidence suggesting that variations in the degree to which past@ipant
thinking abstractly/concretely are responsible for increasing thétsiibgs effectiveness

of moderately similar products.
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Method

One-hundred eight participants completed the study online (average age: 32, 57%
female) in exchange for a small payment. Participants were randonggeas$o one of
three similarity conditions (similarity: low vs. moderate vs. high) and thid how
much they wanted to listen to 16 classic songs. They were told that they wotdd get
listen to their top rated song after answering a few questions. Nextatbdytie
similarity of their top rated song to the remaining songs (1 = Very dlasjm = Very
similar). Just before listening to their top rated song, they were told thaisteensyas
unable to play it and they were given a replacement song instead. The reptas@mge
was selected so that it was also highly attractive but was rated asssnyildir,
moderately similar or highly similar to the top rated song (see Appendix F fids déta
the selection procedure). After listening to the replacement song participeote a brief
description of the song they had listened to, rated their motivation to listen ttotheir
rated song, and rated the perceived effectiveness of the replacemeint Swlogfituting
for the top rated song (see table 5).

Finally, to measure the degree to which participants were thinking dlystrac
concretely, we asked participants to categorize the sixteen songs into. Jiloeipsimber
of groups used to categorize a set of items provides a measure of abstrat®/concre
thinking (Liberman, Sagristano, and Trope 2002). Few groups indicates abstract thinking
involving a focus on a few key, high-level features, whereas many groups indicates
concrete thinking with a focus on many specific details (Trope, Libgrarad Wakslak

2007). Thus, the number of categories participants created provides a relatively
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unobtrusive measure of the degree to which their thinking after using the sabstitut
product was abstract or concrete. Using the categorization tool in Qauglarticipants
were able to create from one to sixteen groups (one per song) and sort soreshinto e

one.

Results

Manipulation checkTwo different measures provide a check for the similarity
manipulation. First, we examined the similarity ratings. As expected, a toptrast
shows that the replacement song decreased in perceived similarity acisiesltrey
conditions M high=5.06 vsM moderate= 3.88 vsM low = 1.56; £(1, 105) = 107.45,
p <.01). An additional check comes from the song categorization task. The replacement
song and favorite song were more likely to be categorized into the same groeight
similarity condition (81%) than in the moderate similarity (70%) or lowilanity
conditions (26%y° (2,N = 108) = 26.02p < .01).

We verified that there were no differences in the initial attractiveiaéisgs of

the replacement songs across similarity conditiprs.91).

Goal abstractionWe also tested whether the similarity between the unattained
product and the replacement influenced how abstractly participants weraghitie
analyzed the number of categories participants created across conditiors lirskag
contrast for the low, moderate and high similarity conditions. Our manipulation of

similarity had a marginally significant linear effect on the number ofycaites created
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(M low = 3.80 vsM moderate= 4.03 vsM high = 4.29;F(1, 105) = 3.35p = .07),
suggesting that substituting a product with a dissimilar replacement pramyuise

abstract view of the goal than a similar replacement.

Substitution effectiveneddext we analyzed substitution effectiveness. First we
averaged the four perceived substitution effectiveness iiems87) and conducted a 3
(low vs. moderate vs. high) ANOVA, testing for a quadratic effect which would suggest
that perceived similarity has an inverted-U shaped effect. As prédietee was a
significant quadratic effec&(1, 105) = 6.56p < .05). A moderate similarity replacement
was a better substitut®l(= 4.62) than low similarity replacemem & 3.84;F(1, 70) =
3.35,p <.05), and a moderate similarity replacement was also a better sublséitute t
high similarity replacement = 3.68F(1, 67) = 7.18p < .01). These results support
H2b and H2a, respectively. See figure 8.

We also analyzed the three motivation items (81). There was no significant
quadratic effectf(1, 105) = .62p = .44). However, consistent with the previous studies,
motivation to listen to the chosen song was marginally lower after listemihg t
moderately similar replacemem (= 4.35) than after listening to the highly similar
replacementNl = 5.06;F(1, 67) = 3.26p = .08), indicating that the moderately similar
replacement was a better substitute. There was no difference in nootigtér listening
to the moderately similar replacement and the low similarity replateive= 4.19;F(1,

70) = .15p = .70).
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Insert figure 8 here

We can illustrate this effect more clearly using examples from oustat@ng
the ability of the Johnny Cash song “I Walk the Line” to substitute for other songs. One
participant found that “| Walk the Line” was a good substitute for ABBA's t&lao”
(M = 4.75), two songs that he considered to be moderately similar to eachvbther (
4.00). In contrast, two other participants rated “| Walk the Line” as only a aietier
effective substituteM = 3.13) for Johnny Cash’s “Ring of Fire,” which were rated as
highly similar M = 6.00). For a fourth participant “I Walk the Line” was a poor
substitute for The Beatles’ “Hey Judeé = 2.75), probably because these songs were

perceived to be quite dissimilavi(= 1.00).

Depth of processing as an alternative explanatitie. examined the possibility
that these findings may be due to differences in depth of processing across conditions
The similarity of the replacement product may influence the degree of igegnit
elaboration, which could influence substitution effectiveness. To investigate this
possibility we analyzed the number of words used to describe the replacemess song
indicator of cognitive elaboration (McGill and Anand 1989). The number of words did
not differ with the similarity of the replacement soRg2, 105) = .79p = .46) nor was
there a quadratic effedf(l, 105) = .01p = .93), indicating that depth of processing

cannot explain these results.
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Discussion

This study indicates a curvilinear relationship between similarity apstitution
effectiveness. We replicated our previous studies showing that a replacetheant wi
moderate degree of similarity with the unattained product is a better s@ttantone
with high degree of similarity. However, we also provide evidence for an inmporta
boundary condition, showing that a replacement with a low degree of similagssis |
effective than one with a moderate degree of similarity. This effect isstamswith our
suggestion that as the common goal becomes more abstract, its connection with the
unattained song is diluted, making the low similarity replacement a lestadfe
substitute.

This study also provides evidence that the consumers’ level of abstraction in
thinking may underlie this effect. The number of groups participants used to caegoriz
songs decreased with similarity, suggesting that the advantage of a mygcenatar
replacement is created by viewing the goal for the two products absttaailyr next
study, we manipulate whether participants are thinking concretely oacthsby

manipulating the number of groups used to categorize the songs.
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Study 3: Moderation by Abstraction

Study 2 offers some evidence that the abstractness of the common goa¢sinderl
the effect of similarity on substitution effectiveness. Study 3 providesfuethdence
for this explanation by moderating the abstractness of the common goal hAswiy 2,
this study uses songs as the stimuli. Whereas study 2 used the number olesadsgor
measure of the level of abstraction (Liberman, Sagristano, and Trope 2002), study 3
manipulates abstraction by assigning participants to use either soshaatje number of
categories to group the songs. Participants categorized the songs intodbpse(p
promote abstract thinking) or eight groups (to promote concrete thinking) bietererg
to a replacement song that was either moderately or highly similar to tt&ined song.
We predict that the moderately similar replacement song will have an ageanter a
highly similar replacement for participants thinking more concretely, biithis

advantage will decrease for participants thinking more abstractly.

Method

One hundred twenty-nine participants completed this study online (average age
34, 62% female) in exchange for payment. The study used a 2 (similarity: moderate
high) x 2 (abstractness: abstract/three categories vs. concretestaguries). The
procedures were the same as in study 2 except that participants completed the
categorization task where they grouped songs into three or eight casggaor to

consuming the replacement product. After listening to the replacement soraip gatis
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rated their perception of its substitution effectiveness and their motivatimteto o the

unattained song. The latter scale included an additional motivation item (&eB)tabl

Results

Manipulation checksThe similarity manipulation was successful. The
replacement was perceived to be more similar in the high similarity condviers(28)
than in the moderate similarity conditiav & 3.89;F(1, 125) = 31.66p < .01). The
categorization task did not have a main effect or interact with the simitaaitypulation
(ps > .15), indicating that the effect of categorization cannot be explained lgrigymi

We also verified that there were no differences in the initial attraetszeof the

replacement songs across conditiqgrsX .23).

Moderation by abstractnes$o examine moderation by abstractness of thought
we conducted a 2 (similarity) x 2 (abstractness) ANOVA on the average ofédke thr
motivation itemsd = .76). As predicted, there was a marginally significant interaction
between similarity and abstractneBgl(, 125) = 2.84p = .09). When participants were
encouraged to think concretely by categorizing the songs into eight groups, motivation to
listen to the unattained song was marginally lower after listening to aratelyesimilar
replacementN] = 4.76) than a highly similar replacemelit € 5.47;F(1, 62) = 3.41p =
.07), indicating that the moderately similar replacement was a betteitigebstowever,
when participants were encouraged to think abstractly by categorizing thergongsly

three groups, there was no difference in motivation after listening to g ighilar M =
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4.84) and a moderately similar replacem&nt<5.01;F(1, 63) = .24p = .63), indicating
that abstractness moderates the effect of similarity on motivation to tiisstee

unattained song. Moreover, in line with our predictions the highly similar repéatam

the concrete condition showed greater motivation than the remaining threeorsnidita
contrast analysid~(1, 127) = 4.01p < .05). Next we analyzed the perceived substitution
effectiveness itemsi(= .87). However, despite our predictions, there was no interaction
effect on the perceived substitution effectiveness s€éle 125) = .45p = .50) nor was

there any main effect of similarity(1, 125) = .33p = .57).

Discussion

This study provides more evidence that thinking abstractly about the common
goal underlies the ability of a moderately similar replacement to sutbestitore
effectively than a highly similar replacement. In support of our proposal that the
advantage of a moderately similar replacement is created by promptisigneers to
think about the consumption goal more abstractly, we show that manipulating abstract
thinking moderates the effect on motivation. When participants are prompted to think
about the songs concretely by categorizing them into eight groups, wetefiie&ffect
found in previous studies where motivation is greater after consuming a highly similar
replacement than a moderately similar one. However when prompted to think about them
abstractly by categorizing them into three groups, the effect is atenarad the

moderately similar replacement no longer has an advantage.
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We found a different result using the perceived substitution effectiveness scal
This may be because the act of categorizing the songs prior to listening iz ded
consequences on the way participants experienced them. Categorizing may draw
attention to common features that interferes with the perceived substitutictivefiess.

Additional research is necessary to better understand these effects.

General Discussion and Conclusion

Consumers rarely get everything that they want. Products may be too expensive,
out of stock or otherwise unavailable, and consumers often attempt to substitute these
unavailable products with a replacement. The critical question we addrbssresearch
is how effectively these replacements satisfy the consumer’s gdhkfanattained
product.

We show that consumers’ lay theories about how to substitute one product for
another seem to be incorrect. While consumers believe that a very similaemnegtéac
product will provide the best substitute, in actuality a moderately simdaupt may be
a more effective substitute. We propose that this effect is triggered by thpgsition of
the unattained product and the moderately similar product, prompting consumers to think
more abstractly about their consumption goal. Moderately similar products prompt
consumers to consider a consumption goal with fewer details that is easiéH to ful
increasing substitution effectiveness. However, as similarity deesefurther, the
common goal may become too general, and its connection with the specific wafulfill

product is diluted, making it a less effective substitute. As a result, thergyrolicthe
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replacement product seems to have an inverted-U shaped relationship with substitution
effectiveness.

Notably our research offers a more detailed account than early work on
substitution using the task-interruption paradigm (Henle 1942). This researchaddicat
that the degree of substitution between tasks increases with similariky éGdi
Grosslight 1947; Lissner 1933). Child and Grosslight (1947) and Lissner (1933)
compared tasks of low and moderate similarity, and our results show that taodera
similarity products are more effective substitutes than low similprdgucts. Because
consumers seem to believe that highly similar products are more effedistéiges than
moderately similar products, our focus is on products of moderate and high symilari

Our view that consuming a replacement product can prompt an abstract view of
the consumer’s goal is interesting in light of research suggestingdinatiuals tend to
view products abstractly before consumption but concretely afterwards {blaauid
Thompson 2007; Thompson, Hamilton, and Rust 2005). A key difference for the current
research is that substitution involves two products — the unattained and the replacement
and it is their common goal that varies in abstraction. Future research can thgdere
interesting dynamics on level of construal created by the relationshvpsdmeproduct
and the stages of consumption.

This research complements existing work on schema congruity in that both
predict a benefit for products of moderate similarity (Meyers-LexyBybout 1989;
Peracchio and Tybout 1996). Both are based on cognitive hierarchies to understand
consumer behavior (Kruglanski et al. 2002; Rosch et al. 1976), yet there are key

differences. Whereas schema congruity examines the relationshigbetyweoduct and
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schema, our research examines the relationship between two products. Second, schema
congruity is concerned with new products, whereas our research applies to both new and
existing products. Most importantly, schema congruity focuses on evaluatides of t
consumed product, whereas we focus on evaluations of the unconsumed product.

This research also complements Lancaster’s (1971) work on substitution among
products. Lancaster proposed that consumers purchase products for the featimeg that t
possess rather than the product themselves. This implies that substitution ikehore |
among products that offer comparable features (Lancaster 1971), suggesting that
consumers will replace an unattained product with a highly similar one. However, like
previous economic theory on substitution (Hicks 1963; Slutsky 1960), Lancaster’'s model
focuses on consumers’ choices and therefore their beliefs about substitution rather tha
substitution effectiveness. Our work directly addresses this distinction Inethebefs
about substitution and the outcomes of substitution.

We note some limitations of this research. All of the studies measured the
similarity between the replacement and unattained product before consumpéan. |
actual consumer situation, such judgments are rarely made explicitly, godgheent
process may have unintended consequences on substitution effectiveness. Fatate rese
should investigate this issue further by varying whether consumers are @gkegktthe
similarity of replacement products prior to substitution.

We also note some situations related to substitution which fall outside the scope
of this research. We limit our scope to situations where consumers are unable to consume
a preferred product and must consume a replacement instead. If a corssunatiéierent

about which of two highly similar products is consumed (e.g., a consumeremay b
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indifferent between a can and a bottle of Coke), we do not expect to find that mgderatel
similar replacements are more effective substitutes than one of thesedmgdr

products. Similarly, if consumers make explicit tradeoffs betweebuatids (e.g.,

consumers may intentionally purchase counterfeit products because theg are les
expensive than name brand products (Tom et al. 1998) or they may trade off calories for
taste when choosing a diet version of their favorite food), moderately simiaradives

may not be more effective substitutes than highly similar alternatives.

Managerial Implications

This research holds important implications for brand managers. Store brands and
value brands are often positioned so that they are similar to leading national bsamgls
an imitation strategy that mimics the features, packaging, pricesamdions of a
leading brand (Foxman, Muehling, and Berger 1990). As a result, consumers intyeasing
perceive brands as being very similar to each other (Clancy and Trout 2002). Our
research suggests that this may be a poor long-term strategy. A higitdy positioning
may gain customers in the short term if consumers believe high similaditpake the
replacement a more effective substitute, but this highly similar positionayghave a
negative long-term effect. We suggest that firms interested in develoysitgmer
loyalty should instead strive for products that are moderately similaadontgbrands.
This recommendation coincides with other research arguing that new brands should avoid
a “me-too” status by being too similar to established brands (Carpenter anddt@aka

1989).
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Of course, a brand'’s similarity to its competitors is partly out of a finoigrol
because similarity depends on customer perceptions as well as featheesarhpeting
products. There are a number of steps firms can take where they do have some control of
the context. For instance, restaurants should instruct wait staff to recdmmoelerately
similar items when a particular menu item is out of stock. Likewise,eetaibn
recommend moderately similar replacements for expensive or out-of-stosk Tais
approach may be particularly useful for online retailers with sophisticated
recommendation systems such as Amazon.com, which can be programmed to suggest

moderately similar replacement products in the event of stock-outs.

Conclusion

Substitution is a common aspect of consumer behavior. It is important for
consumers to understand how to choose products that will effectively satisfyebés,
and important for managers to offer products that provide effective substitutes.ddowev
there has been little research on what makes substitution effective freongener’s
perspective. We believe that this research offers a first step in &llangical gap in our

understanding of consumer behavior.
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Table 5. Factor Analysis Results

Study 1 Experiencers Stud§ 2 Study 3
Perceived Perceived Perceived
Sub. Motiv. Sub. Motiv Sub. Motiv.

Effectiveness Effectiveness Effectiveness

How effectively did eating Merry-Os substitute for eating Che@rios

1 = Very poor substitute, 7 = Very good substitute 0.87 0.90 0.89

Eating Merry-Os is just as good as eating Chedrios. 0.89 0.89 0.88

| specifically wanted to eat Cheerid&everse coded) 0.46 0.70 0.76

| would much rather have had Cheerios than Mernj-@sverse coded) 0.62 0.78 0.85

After eating Merry-Os how much would you like to eat Cheerios right

?
now: 0.81 0.89 0.89

1 = Do not want to eat it at all, 7 = Would like to eat it very much

After eating Merry-Os would you say that you want to eat Cheerios more
or less?

1 =Wantitless, 7 = Want it more 0.80 0.89 0.82
Please rate how much you would like to listen to each of these songs
(unattained song). -- -- -- -- 0.72

1 = Not at all, 7 = Very much

®For studies 2 and 3 the questions were adapted for particular songs.
P1= Strongly disagree, 7 = Strongly agree
“This question was included in the analysis for study 3.

A factor analysis using principal component analysis with varimax rotggoocally indicated two scales: perceived substitution
effectiveness and motivation for the unattained product. However, unlike the other sémcpdesnalysis on the forecasters sample
in study 1 indicated a single factor for the items. This may be becausanbeef@esent predictions rather than experiences. For
consistency across the studies we use two factors.
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Figure 6. Substitution among Products Varying in Similarity
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Perceived Substitution Effectivenes

Figure 7. Perceived Substitution Effectiveness for Forecasters anddfxgesi
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Figure 8. Low, Moderate and High Similarity on Perceived Substitution tiviéeess
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Appendix A. Summary of the Free-Choice Literature (Chapter Il)

Study

Chosen item consumed item
Stimuli during the study?

Brehm (1956)

Brehm and Cohen (1959)

Deutsch, Krauss and Rosenau (1962)
Brock (1963)

Allen (1965)

Davidson and Kiesler (1964)
Festinger and Walster (1964)

Gerard, Blevans and Malcom (1964)
Jecker (1964)

Walster (1964)

Walster and Festinger (1964)

Allen (1965)

Anderson, Taylor and Holloway (1966)
Hammock and Brehm (1966), study 1
Hammock and Brehm (1966), study 2
Gerard (1967)

8 various gifts

15 toys

6 jams, jellies and peanut butter

6 toys and crackers
15 albums
2 vice president candidates
12 hairstyles
15 paintings
15 albums
10 job assignments in the army
5 toys
10 art prints
16 various gifts
9 brands of candy bars
10 toys
12 paintings

No
No
Tasted a $araplbdiee
No, offered at end
No, offered at end
No
No, offered at end
No, offered at end
No, offered at end
No
No, offered at end
No
No
No, offered at end
No, offered at end
No
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Holloway (1967)

Losciuto and Perloff (1967)
Walster, Berscheid and Barclay (1967)
Knox and Inkster (1968)
Sheth (1968)

Greenwald (1969)
Greenwald (1969)

Harris (1969)

Mittelstaedt (1969)

Brehm and Wicklund (1970)
Cohen and Goldberg (1970)
Walster and Walster (1970)
Wicklund (1970)

Vroom and Deci (1971)

Misra and Kalro (1972), study 1
Misra and Kalro (1972), study 2
Cottrell, Rajecki and Smith (1974)

Winter (1974)

Lawler et al. (1975)

12 brands of car batteries
9 albums
6 toys

Horse race bets

No, offered at end
No, offered at end
No, offered at end

No

11-12 toothpaste, cigars or shampoo No, offered at end

2 singers
2 singers
19 record albums
9 men's bathing suits
3 job applicants
2 brands of coffee
2 study tasks

9 various gifts
Jobs
2 jobs
2 jobs
12 various gift items
4 brands of scouring pads

Accounting jobs

No

No

No, offered at end

No

No
Tasted samples of both
No

No

Yes, 1 and 3.5 years into
employment

No
No

No

No, limited analysis to those who did
not consume the item

Yes, 1 year into employment
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Frey (1981)

White and Gerard (1981)

Gerard and White (1983)

Frey et al. (1984)

Svenson and Benthorn (1992), study 1
Svenson and Benthorn (1992), study 2
Steele, Spencer and Lynch (1993), study 1
Steele, Spencer and Lynch (1993), study 2
Steele, Spencer and Lynch (1993), study 3
Heine and Lehman (1997)

Lyubomirsky and Ross (1999), study 1
Lyubomirsky and Ross (1999), study 2
Lyubomirsky and Ross (1999), study 3
Shultz et al. (1999)

Lieberman et al. (2001), study 1
Lieberman et al. (2001), study 2

Gilbert and Ebert (2002), study 1

Gilbert and Ebert (2002), study 2a

14 books
2 research tasks
20 paintings
8 non-fiction books
Various items
Various items
10 albums
10 CDs
10 albums
10 CDs
Colleges
10 desserts
10 desserts
8 posters
15 art prints
15 art prints
12 prints of photos

9 art posters

Harmon-Jones and Harmon-Jones (2002), study 1 8 exercise tasks

No, offered at end
No
No
No, offered at end
No
No
No
No, offered at end
No, offered at end
No
No
No, offered at end
No, offered at end
No
No
No
No, offered at end
No, offered at end

No
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Harmon-Jones and Harmon-Jones (2002), study 2 9 research tasks No
Carmon, Wertenbroch and Zeelenberg (2003),

Various product scenarios No
study 1
Carmon, Wertenbroch and Zeelenberg (2003), Vari q . N
study 2 arious product scenarios 0
gtﬁg;%n’ Wertenbroch and Zeelenberg (2003), 6 restaurant coupons No, offered at end
Carmon, Wertenbroch and Zeelenberg (2003), 4 CDs No, offered at end
study 4
Kitayama et al. (2004), study 1 10 CDs No
Kitayama et al. (2004), study 2 10 CDs No
Kitayama et al. (2004), study 3 10 CDs No
Kitayama et al. (2004), study 4 10 CDs No
Ritov (2006), study 1 2 gift items \e(\?:l’uzltjégnly the chosen gift was
Ritov (2006), study 3 8 gift items \e(\?:l’uzltjégnly the chosen gift was
Egan, Santos and Bloom (2007) Stickers Unspecified
Koller and Salzberger (2007) Holiday trips Yfes, but only regret for the chosen
trip was evaluated
Harmon-Jones et al. (2008), study 1 9 research tasks No
Harmon-Jones et al. (2008), study 2 9 research tasks No
Egan, Bloom and Santos (2010) 3 toys Unspecified
Lee and Schwarz (2010), study 1 10 CDs No
Lee and Schwarz (2010), study 2 4 jams No
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Litt and Tormala (2010), study 1 6 digital cameras No

Litt and Tormala (2010), study 2 6 car stereos No
Litt and Tormala (2010), study 3 6 digital cameras No
Sharot, Velasquez and Dolan (2010), study 1 80 vacation destinations No
Sharot, Velasquez and Dolan (2010), study 2 80 vacation destinations No
Sharot, Velasquez and Dolan (2010), study 3 80 vacation destinations No

This list includes studies on human participants that compare ratingsroéailtes measured before and after making a choice. These
studies are omitted from the reference list, but are available from tih@supon request.
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Appendix B. Example Advertising Manipulation (Chapter Ill, Study 1)

Target Ad (Woodbury)

Just Now

A new single from Woodbury

Coming soon

Nontarget Ad (The North Stars)

Just Now

A new single from The North Stars

Coming soon

Photo by John Rogers, used with permission
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Appendix C. Scale Iltems (Chapter IIl)

Impulsiveness Scale

| made this choice spontaneously.

“Just do it” describes the way | made this choice.

| chose without thinking.

“I saw it, | chose it” describes how | made the decision.

| made the choice on the spur-of-the-moment.

| carefully planned my decision. (reverse coded)

| was a bit reckless in my choice.

“Choose now, think about it later” describes how | made the choice.

| made the choice according to how I felt at the moment.
(1 = Strongly disagree to 7 = Strongly agree)

Customer Satisfaction Scale
How do you feel about your experiences with Woodbury:
(1 = Displeased to 7 = Pleased)
(1 = Disgusted to 7 = Contented)
(1 = Very dissatisfied to 7 = Very satisfied)
(1 = Did a poor job to 7 = Did a good job)
(1 = Unhappy with to 7 = Happy with)

Lovyalty Intent Scale

How likely are you to say positive things about Woodbury to other people?

How likely are you to encourage your friends and relatives to listen to Wod&lbury

How likely are you to listen to Woodbury over the next few months?
(1 = Not at all likely to 7 = Extremely likely)
You will recommend Woodbury to someone who seeks your advice.
You will consider listening to Woodbury as your first choice.
(1 = Strongly agree to 7 = Strongly disagree)
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Appendix D. Sampled Firms (Chapter lll, Field Study)

Advance Auto Parts
Aetna

AFLAC

Allstate
Amazon.com
Amerco (U-Haul)

American International Grp

Ameriprise Financial
Apple

AT&T

Bed Bath & Beyond
BIDZ.com

Big Lots

Blue Nile

Buffalo Wild Wings
Build-A-Bear Workshop
Burger King
Cabela’s

Capella Education

Caribou Coffee Company

Charles Schwab
Cheesecake Factory
Chipotle Mexican Grill
Cinemark

Citi Trends

Coach

Columbia Sportswear
Costco

Crocs

CVS Caremark

Dell

Diamond Foods
Dick's Sporting Goods
Domino's Pizza

DSW Shoe Warehouse
Ediets.com

FedEx

GameStop

Gander Mountain
Genworth Financial
Golfsmith

Guess?

Hertz

Home Depot

J. Crew

J. C. Penney

Jamba Juice

Jo-Ann Stores

Jones Soda

Kohl's

Kroger

Leap Wireless (Cricket)
Lowe's

Macy's

McCormick & Schmick’s
McDonald's

Metlife

Morton’s Restaurant
Netflix

New York & Company
Nike

Nordstrom
optionsXpress

Pacific Sunwear
PetMed Express

Polo Ralph Lauren
Principal Financial Group
Progressive

Prudential

Regal Entertainment
Rent-A-Center

Ross

Ruth's Chris Steak House
Safeway

Sally Beauty Supply
Sears

Shutterfly

Sprint Nextel

T. Rowe Price

Target

TD AMERITRADE
Tempur-Pedic

Texas Roadhouse

TIX (T.J. Maxx & Marshalls)
Travelers

True Religion Apparel
U.S. Auto Parts

Ulta Salon

Under Armour

United Airlines

United Parcel Service
United States Cellular
Unitedhealth Group
US Airways

Virgin Media

Vonage

Wal-Mart

Walgreen

Weight Watchers
Whole Foods Market
Zumiez
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Appendix E. Manipulation of Cereal Similarity (Chapter 1V, Study 1)

High Similarity Features Condition

Merry-Os and Cheerios have a lot in common:

o

o, |
freshfoods =

Merry-O's

Whole grain cereal

Furfin] meth 4 s
bl iy e

s, i
vt o i N | o HET T T

Made from whole grain oats Made from whole grain oats

A good source of fiber A good source of fiber

Helps reduce the risk of heart disease Helps reduce the risk of heaet diseas
Tastes delicious Tastes delicious

Moderate Similarity Features Condition

Merry-Os and Cheerios are different kinds of cereal:

O HET T 9

Made from wheat, oats and corn Made from oats

A good source of vitamins and minerals A good source of fiber

Excellent nutrition promotes energy Helps reduce the risk of heart disease
Unique toasted flavor Classic flavor
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Appendix F. Criteria for Selecting Replacement Song (Chapter IV, Studres 3 a

Aj is the initial attractiveness of song i to person j (1 = Not at all, 7 = Very much)

S; is person j's perceived similarity between song i and the selected{edsomg (1 =
Very dissimilar, 7 = Very similar)

For every song i we computed a ratingvhich varied based on the experimental
condition:

Low similarity condition:

Rj = (Aj - 7f + (S - 1F

Moderate similarity condition:

Rj = (Ay — 7F + (S — 47

High similarity condition:

Rj=(Aj -7 +(§ - 7F

Finally the replacement song was selected as the song i that has the mintimgiig;ra
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