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This study focuses on the elicitation of willingness-to-pay (WTP) when others provide an evaluation of WTP
(WTP information). From an economic rationality perspective, value or WTP should be consistent and
independent from others evaluation. Even when WTP information affects one’s WTP, it can be interpreted to
deliver information about quality and value of the product under uncertainty situation without encroaching
on economic rationality. However, preference anomalies, such as the WTP-WTA gap and preference reversal,
and cognitive biases caused by such heuristics as anchoring challenges the economic rationality view.

In this background, this study addresses three important issues. First, the effects of WTP information may
follow low-elaborative System 1 process rather than high-elaborative System 2 process which economic
rationality view assumes. Second, WTP information may function as a type of arbitrary social standard
against which individuals feel their responses are being measured, and people may follow this information
for social affiliation and/or group acceptance. Then, WTP information works as a kind of social pressure
rather than as information. The third question concerns the type of information. WTP information may
provide information related to others preference or social cost which is different from general product
information assumed in the economic rationality view. These questions are theoretically and practically
important regarding the stability of preference. If a WTP estimation follows a low-elaborative System 1
process, then WTP is vulnerable to various situational factors. If the WTP information communicates social
costs and affects WTP, this means that WTP is dependent upon social factors, and is unstable.

Two studies were conducted to address these questions. In the first study, WTP information was provided
after subjects have made initial estimate on their own WTP. In the second, WTP information was provided
before initial estimation of WIP. In each study, changes in WTP, explanatory variables of WTP, and level of
uncertainty about the estimates were observed.

The results indicate that high WTP information induces high WTP. This effect follows the high-elaborative
System 2 process changing explanatory variables of WTP. Further, WTP information does the role of
information rather than social pressure. Further, WTP information delivers social information, which is
related to others preferences as well as social costs, rather than product information. The result that social
information affects WTP means that WTP is not independent of social factors, and is unstable. This study
also demonstrates how the effect of WTP information relates to perceived uncertainty, which is an important
aspect in estimating value and significantly affects the consumer decision process. More changes in WTP
and levels of uncertainty are incurred by WTP information when high uncertainty occurs before obtaining
WTP information. Further, the effect of WTP information differs according to whether a prior value
estimation exists.
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| . Introduction

Shoppers significantly focus on price, and
price information has become easier to obtain
in the Internet era. For example, Amazon.com
offers a price check function, which is gen-
erally used to observe the economy of the of-
fered price. Price gaps among stores may fur-
ther affect the product’s reference price and
transaction utility (Mazumdar, Raj, and Sinha,
2005: Thaler, 1985). Further, price naturally
plays an informational role in evaluating
consumers willingness-to-pay (WTP) for a
product specifically with imperfect information,
as price delivers such product information as
its cost and levels of market competition and
popularity.

This study considers this background, and
involves price’s informational role. However,
as price reflects various aspects and its ef-
fects are too complex to interpret, this study
will address WTP from other consumers
(hereafter, WTP information), rather than
price. A price’s primary determinant is de-
mand, which reflects the WTP's distribution
in the market, and WTP information is thought
to be the key information in price. By under-
standing the role of WTP information, we can
also better understand the role of price.
Further, much information shared in real-
world situations pertains to WTP information,

such as consumer reviews, starred reviews,
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and satisfaction levels with a product, among
others. As these contain information regard-
ing others evaluation of WTP, the study of
WTP information can provide implications
regarding their effects.

From an economic rationality perspective,
value or willingness-to-pay (WTP) should be
consistent and independent from others’ eval-
uations, assuming perfect information and no
effects from network externality, symbolic
value, and other factors. Loosening those as-
sumptions can explain the effect of WTP in-
formation without encroaching on economic
rationality. However, it is noteworthy that
many studies regarding individual choice
showed preference anomalies, such as the
WTP-WTA gap (Horowitz and McConnell,
2002: Plott and Zeiler, 2005: Viscusi and
Huber, 2012) and preference reversal (Cubitt,
Navarro-Martinez, and Starmer, 2015; Tversky
and Thaler, 1990), challenging the belief that
people have consistent preferences. Further,
various studies indicate cognitive biases caused
by such heuristics as anchoring (Ariely,
Loewenstein, and Prelec, 2003: Furnham
and Boo, 2011: Mussweiler, Strack, and
Pfeiffer, 2000). Some social influence studies
also imply that the effect of others opinions
can stem from a desire for social acceptance
(Asch, 1951, 1956; Deutsch and Gerard, 1955;
Skewes, Skewes, Roepstorff, and Frith, 2013).
These all challenge the economic rationality

perspective.
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Thus, the question as to whether the eco-
nomic rationality perspective can explain the
effect of WTP information is noteworthy, and
theoretically important. This study will focus
on the uncertainty and information issue, and
three important questions will be addressed.

First, the effects of WTP information may
follow the low-elaborative or System 1 proc-
ess, characterized by a quick, heuristic-based,
automatic, and unconscious process (Dhar
and Gorlin, 2013; Furnham and Boo, 2011
Wegener, Petty, Blankenship, and Detweiler-
Bedell, 2010a, 2010b). Thus, WTP information
can directly affect WTP without an informa-
tional process: when people are willing to
pay high prices, an individual is likely to pay
the same high price without much consideration.
This can be seen as a distortion or simple
cognitive bias, far from economic rationality.

Second, many studies regarding social in-
fluence or conformity suggested that others’
evaluations may function as social pressure
(Asch, 1951, 1956; Deutsch and Gerard,
1955; Skewes et al., 2013). Others” WTP in-
formation provides a type of arbitrary social
standard, against which individuals feel their
responses are being measured, and people
may follow this information for social affili-
ation and/or group acceptance (Cialdini and
Goldstein, 2004).

The third question concerns the type of in-
formation: if WTP information acts as in-

formation, does it play a similar role to prod-
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uct information, regarding product attrib-
utes, or does this provide a different type of
information? Wagner, Kirchler, and Brandstétter
(1984) and Wood and Hayes (2012) indicate
that WTP reflects social concern or others’
preference; therefore, WTP information may
provide information related to social costs. If
so, WTP information would deliver a differ-
ent type of information from a classical eco-
nomic perspective.

These questions are also theoretically im-
portant regarding the stability of preference.
If a WTP estimation follows a low-elaborative
System 1 process, then WTP is vulnerable to
various situational factors. If the WTP in-
formation communicates social costs and af-
fects WTP, this means that WTP is depend-
ent upon social factors, and is unstable.

The following section discusses the theoret-
ical background and research hypotheses.
Two experiments will then be described to
test the hypotheses. The final section provides

a discussion and concludes the paper.

Il. Theoretical background

2.1 Economic rationality view
For the convenience of discussion, independent

usage and no resale will hereafter be assumed

to partial out the network effect, symbolic

345



Jae-Do Song

value, and exchange value. WTP is defined
as the maximum amount of money that a
customer is willing to spend on a product or
service (Cameron and James, 1987; Krishna,
1991). Additionally, this measures the mon-
etary value that a person assigns to a con-
sumption or usage experience (Homburg,
Koschate, and Hoyer, 2005).

Such simplified economic models as the ver-
tical or horizontal differentiation model (Tirole,
1988, chap 7) illustrate WTP as a function of
quality or attributes, and functional forms
and parameters represent an individual's
characteristics. Although WTP as a function
of quality is simple, and abstracts various
contextual factors, it appears to be both nat-
ural and rational. This functional view paral-
lels not only classical economic models, but
also choice-based conjoint analyses, a popu-
lar approach in measuring WTP that assumes
fixed tradeoffs between WTP and the level of
attributes (Miller, Hofstetter, Krohmer, and
Zhang, 2011).

This abstract functional view notes that no
changes in beliefs regarding quality results
in no changes in WTP. Further, if people have
an accurate knowledge of quality, WTP in-
formation from others cannot affect their WTP.
However, when one assumes uncertainty re-
garding the product’s quality, WTP information
may change people’s beliefs and affect their
WTP evaluation. More specifically, when peo-

ple face high WTP information, they may in-
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fer that others have high WTP because qual-
ity is high, thereby changing their beliefs in
a way that affects WTP. This inference also
appears to be natural and rational, and we
find other similar inferences, such as price as
a signal for quality. Rao and Monroe (1989,
p. 351) defer to Scitovsky's (1944) work by
noting that “such behavior is not irrational;
it simply reflects a belief that the forces of
supply and demand would lead to a natural
ordering of products on a price scale, leading
to a strong positive relationship between price
and product quality.”

Grossman's (1976, 1977) Rational Expectation
Equilibrium (REE) model also suggested that
others’ bids in auction reveal their beliefs
and provide information regarding the finan-
cial asset’s true value; therefore, people can
learn about an asset's true value by observ-
ing the auction’s bids. Although REE involves
financial assets rather than general products,
a similar model can be built to explain the ef-
fects of WTP information in uncertain sit-
uations by introducing uncertainty to a sim-
ple vertical differentiation model (Tirole, 1988,

chap 7). Assumptions and notations are as

follows:
W, . Individual i's importance of quality,
which follows a distribution W,~
N(W, o), and W is known to
everyone.
Q : The product's true quality.
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Q, . Individual i's expectation of qual-
ity before WTP information. It fol-
lows a distribution Q,~N(Q. o).
The distribution is independent from
W, ~ (VV, UW).

. Individual i's expected WTP before
WTP information, and WT'P, = W,Q,.

WTP,

Then, the average of WTP information from
others will be W @, which includes the in-
formation of true quality Q. Moreover, those
who obtain WTP information from others can
improve their estimation of quality, and ob-
tain an expected WTP closer to their true
WTP. The rational people in this model are
affected by WTP information.

HI1: The evaluation of WTP for a product
will tend to follow WTP information

from others.

The WTP in the above discussion is only af-
fected by quality, with a functional relation-
ship that represents an individual's charac-
teristics: however, this model was simplified,
and the quality represents all attributes that
determine WTP. Hence, explanatory varia-
bles for WTP will be used hereafter instead of
quality to cover various aspects that determine
WTP. The explanatory variables for WTP will
be clearly defined in the following overview of

experiments.
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2.2 Low versus high elaboration

According to the dual process system per-
spective, WTP information may directly in-
fluence WTP without changing beliefs re-
garding explanatory variables. The System 2
process is described as deliberate, rule-based,
conscious, and controlled (Dhar and Gorlin,
2013; Kahneman, 2003: Kogler and Kiihberger,
2007), whereas the System 1 process involves
an intuitive heuristic, characterized as quick,
heuristic-based, automatic, and non-conscious.

The effect of WTP information can be un-
derstood as a type of heuristic. Cialdini and
Trost (1998, p. 163) note that consensus
provides an easy heuristic regarding how to
act, as consensus implies correctness. It is
natural to think that others opinions regard-
ing the support of many are based on good
reasons; thus, they would be correct. Despite
simplification, this is a highly conscious proc—
ess, and is thus regarded as a System 2 proc-
ess (Dhar and Gorlin, 2013). However, this
type of heuristic can differ from traditional
economic rationality perspectives if it does not
accompany a change in explanatory variables.
People are also affected by heuristics such as
representativeness heuristic, which are re-
garded as unconscious, automatic System 1
processes (Dhar and Gorlin, 2013). This type
of heuristic, as a System 1 process, may re-
sult in cognitive bias. Similarly, WTP in-

formation may follow a System 1 process,
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such as “others are willing to pay a high price,
and so am I.” This can be an unconscious, au-
tomatic process. In summary, even though
System 1 processes and some heuristics that
follow System 2 processes can result in the
same WTP information effect on WTP, these
cannot be observed as following an economic
rationality perspective.

Two different arguments about the under—
lying mechanisms of anchoring are also help-
ful regarding this issue. The first involves
the anchoring-and-adjustment view, in which
people make insufficient adjustments to yield
a final estimation based on an initially pre-
sented value or parameter: those who are ex-
posed to a higher anchor make insufficient
downward adjustments. Thus, estimates are
biased toward the anchor values (Furnham
and Boo, 2011). The second explanation stems
from selective accessibility (confirmatory hy-
pothesis testing). Namely, the anchoring ef-
fect may be caused by activating information
consistent with the anchor presented. Judges
presume that the anchor value is a plausible
answer and test the hypothesis that the an-
chor value is the correct answer. Thus, judg-
es search for ways in which their answer ap-
proximates the anchor value, activating as-
pects of the target consistent with the anchor
value (Furnham and Boo, 2011).

Wegener et al. (2010a, 2010b) considered
anchoring-and-adjustment as a low-elabo-

ration anchoring, characterized by a thought-
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less process. Individuals in this process ar-
rive at direct conclusions through the simple
priming of a number, or through the general
sense of the target's magnitude, large or small.
Conversely, selective accessibility is consid-
ered as relatively high-elaboration anchoring.
The primary difference between these two
anchoring types involves whether people ac-
tivate the target's aspects that are consistent
with the anchor. Some may think the activa-
tion of anchor-related aspects can be non-
thoughtful or low-elaborative. However, Wegener
et al. (2010a, 2010b) considered the process
as high-elaborative if the activated aspects
affect the target estimate in a thoughtful way.
The effect in selective accessibility comes from
rational relationship between the activated
aspects and the target estimate. Therefore, it
can be considered as thoughtful, high-elaborative
one.

The discussion regarding the dual process
system and elaboration level can be applied
to the WTP information effects. When people
face high WTP information, they may in-
sufficiently adjust the value to obtain their
own WTP without activating information that
supports the value. Alternatively, they may
use WTP information to make inferences re-
garding such WTP explanatory variables as
quality. If changes in explanatory variables
follow WTP information, this means that WTP
information does not directly change WTP
estimate. That is, to justify high WTP in-
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formation, beliefs about the product change
and as a result explanatory variables and
WTP estimate also change. The changes cor-
respond to what Wegener et al. (2010a, 2010b)
describes with the concept of high-elaborative
process. In a regard that it includes change
in their own beliefs, the high elaborative
process which is suggested by Wegener et al.
(2010a, 2010b) is much more typical system
2 process than what Cialdini and Trost (1998)
and Dhar and Gorlin (2013) described, the
sense that consensus implies correctness.
Further, it coincides with the view of func-
tional WTP assumed in economic rationality.

Investigating whether the effect from WTP
information accompanies changes in explanatory
variables is necessary in observing whether
the effect follows the economic rationality
perspective. The following hypothesis is pro-

posed based on this rationality view:

HZa: The WTP information from others will
result in changes in the evaluation of
explanatory variables.

HZ2b: Changes in explanatory variables will

be consistent with changes in WTP.

On the other hand, the high-elaborative
System 2 process generally results in more
enduring attitude changes than the low-elab-
oration process (Baumeister and Bushman,
2008, p. 463: Wood and Hayes 2012). Thus,
if the effect of WTP information follows a

HAASIT Haed M2z 20174 4¥

high-elaborative process, it becomes more

meaningful.

2.3 Informational vs. normative conformity

Conformity refers to the act of changing
one’s behavior to match others responses
(Cialdini and Goldstein, 2004). Through a
series of experiments, Asch (1951, 1956) dem-
onstrated that most subjects conformed to at
least some incorrect group responses, although
the subjects later reported that they were
aware that those responses had been incorrect.
The result supported the ‘normative con-
formity motivation,” which indicates that others
provide an arbitrary social standard against
which individuals feel their responses are be-
ing measured; the motivation to conform typ-
ically involves social affiliation and/or group
acceptance (Cialdini and Goldstein, 2004).

However, Deutsch and Gerard (1955) dif-
ferentiated normative social influence from
informational social influence. They defined
normative social influence as an influence
to conform to others positive expectations.
Conversely, informational social influence is
defined as an influence to accept information
obtained from others as evidence of reality.
Studies that applied conformity to such buy-
er behaviors as product evaluation and brand
choice assume that normative and informa-
tional motivations relate to conformity (Burnkrant

and Cousineau, 1975: Lord, Lee, and Choong,
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2001: Stafford, 1966: Venkatesan, 1966).
Although WTP information changes both WTP
and explanatory variables, if the change comes
from normative motivation, it is far from eco-
nomically rational.

The concept of uncertainty becomes im-
portant in determining WTP information’s role.
As Skewes et al. (2013) noted, informational
influence occurs in evaluating an ambiguous
object. Other studies also noted that un-
certainty, ambiguity, or complexity that re-
sults in uncertainty is considered as foremost
factors that determine the motivation of con-
formity (Baumeister and Bushman, 2008:
Burnkrant and Cousineau, 1975: Lord et al.,
2001). In this view, information is basically
sought to reduce uncertainty. Other studies
also argue that people search for information
to lower risk or uncertainty (Cho, Kang, and
Cheon, 2006: Howard and Jagdish, 1969).
Further, information under economic ration-
ality provides a narrower probabilistic dis-
tribution for the target estimate, and helps
people choose this estimate, which means that
the information reduces uncertainty. Grossman’s
(1976, 1977) mathematical model as well as
the model built in Section 2.1 explain this
reduction of uncertainty. In contrast, if the
effect is normative, the purpose of processing
WTP information solely involves social ac-
ceptance, and not uncertainty. Therefore, if
WTP information reduces uncertainty, then

the effect can be observed as informational.
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H3: The WTP information will reduce un-
certainty regarding WTP.

Analyzing moderating effect of uncertainty
before WTP information (hereafter, “pre-un-
certainty’) can also be helpful in observing
whether WTP information incurs informa-
tional or normative conformity. Anchoring stud-
ies indicate that such factors as sufficient in-
formation, knowledge, or experience, which
decrease uncertainty, can also eliminate the
anchoring effect (Chapman and Johnson, 1994
DelVecchio and Heath, 2012; List, 2011).
Therefore, those with lower uncertainty tend
to be less sensitive to outside stimuli. This
will be the same regarding WTP information,
if it is informational. When an individual knows
nothing about the target estimate, others
opinions become the primary information used
to make judgments and decisions. Conversely,
in an extreme situation in which an individual
is definitely certain about his or her WTP,
additional information would have no value
as information. In summary, the greater the
uncertainty surrounding the target estimate,
the greater the degree to which others™ opin-
ions will tend to be informational and change
WTP. If WTP information incurs normative
conformity, in contrast, people follow others’
opinions although they are certain regarding
the target estimate, as indicated in experi-
ments by Asch (1951, 1956). As a result, pre-

uncertainty will not moderate the effects of
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WTP information.

This study's experiment will measure WTP,
explanatory variables, and uncertainty as
dependent variables. The WTP and explanatory
variables are target estimates, and their
changes will be moderated by the level of pre-
uncertainty if WTP information is informational.
Further, H3 argues that WTP information
will reduce uncertainty if it is informational.
Thus, if those who experience more pre-un-
certainty accept WTP information as more
informational, they will indicate a higher re-
duction in uncertainty. Assuming that WTP
information works as information, the follow-

ing can be hypothesized:

H4a: Subjects who feel more pre-uncertainty
will demonstrate more changes in WTP
after learning the WTP information.

H4b: Subjects who feel more pre-uncertainty
will demonstrate more changes in un-
certainty after learning the WTP
Information.

HA4c: Subjects who feel more pre-uncertainty
will demonstrate more changes in ex-
planatory variables after learning the
WTP information.

Alternatively, if the WTP information is in-
formational, the change in uncertainty can
also be moderated by the level of WTP before
WTP information (hereafter, “pre-WTP").

According to confirmation bias, individuals

HAASIT Haed M2z 20174 4¥

tend to favor consistent information over that
which is inconsistent to avoid cognitive dis-
sonance (Festinger, 1962: Nickerson, 1998:
Pennebaker and Skelton, 1978). Considering
confirmation bias, subjects whose pre-WTP is
similar to the WTP information will tend to
accept the WTP information as information,
and tend to more positively reinforce their
beliefs (Nickerson, 1998; Pennebaker and
Skelton, 1978). As a result, their uncertainty
will significantly decrease. On the other hand,
when pre-WTP is far from WTP information,
subjects will be uncomfortable and doubtful
about the WTP information. Thus, their un-
certainty will not significantly decrease, even
though they may modify their estimate. This
argument can also be applied only when WTP
information functions as information because
normative conformity does not involve uncertainty.
One additional factor to consider is that the
moderation of pre-WTP will only occur re-
garding uncertainty, and not regarding either
WTP or the explanatory variables. If pre-WTP
does not significantly differ from the WTP in-
formation, then the WTP will naturally re-
main relatively unchanged. Similarly, the ex-
planatory variables will not substantially
change. The following is hypothesized based

on this discussion:
Hb5: Subjects whose pre-WTP approximates

the WTP information will indicate more

change In uncertainty after learning
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the WTP information.

Figure 1 illustrates this study's research
model. One noteworthy item is that H1 does
not specify the path: the effects of WTP in-
formation can be observed through a direct
path from WTP information to WTP, or through
an indirect path mediated by explanatory
variables. The direct path can be explained
by normative conformity or a cognitive bias
similar to anchoring, among others. This study
focuses on whether the indirect path (H2a-
and H2b) is significant. Additionally, H3,
H4, and H5 test whether the effects of WTP
information are informational or normative,
are hypothesized based on the assumption
that WTP information functions as information,
and can complement HZ2. These are also
meaningful as the level of uncertainty is an
important aspect in estimating a value, and

highly affects the consumer decision-making

WTP

process (Dowling, 1986).
2.4 \WTP information and product information

An additional question involves whether WTP
information plays the same role as product
information. Wood and Hayes (2012) argued
that social concerns are significant in pur-
chase decisions: "Are my friends using this
product?” "Will my spouse like it?” Wagner et
al. (1984) noted that a consumer’s spouse
objecting to a purchase affects the consumer’s
well-being. These arguments are related to
the normative motivation to conform to oth-
ers opinions, but means that this motivation
really affects purchasers’ WTP. If others like
the product, the purchaser can earn more
value from the product. If others dislike the
product, the purchaser feels less value and
more risk even though other product related

aspects are fixed. Hereafter, social cost is

information

Pre-uncertainty

Explanatory
variables

H2-b

(Figure 1) Research model
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used as the term which means the effect of
others’ preference on WTP regardless of whether
it is negative or positive. Even though this
term is not so clearly defined, this concept
can be useful to investigate the role of WTP
information which contains the information
about others’ preference.

We further discuss this by defining two dif-
ferent types of information: product in-
formation and social information. Product in-
formation involves the product’'s attributes
that help customers to evaluate its value from
independent usage. Social information con-
cerns others preferences and relates to social
cost, which does not relate to one’s own value
from the traditional economic rationality
perspective.

The WTP information, which shows the val-
uation from others, inherently includes social
information. Thus, if WTP information acts
as information, it will be compelling to observe
what type of information is generally delivered.
If WTP information delivers social information
and is reflected in WTP, this extends the
concept of traditional rationality. Further,
this provides another insight into social in-
fluence studies, as these studies previously
used a dichotomy of informational and nor-
mative concepts: however, if the target esti-
mate relates to social costs like WTP (Wagner
et al., 1984; Wood and Hayes, 2012), the
motivation for social affiliation and/or group

acceptance can be informational.

HAASIT Haed M2z 20174 4¥

Thus, three different roles can be assumed
for WTP information. The first is product in-
formation, which is explained by traditional
economic rationality. The second is social in-
formation, which is helpful in evaluating a
product’s social cost. This role is not explained
in traditional economic rationality or pre-
vious social influence studies. The final role
is social pressure, which may result in a change
in written WTP without a change in actual
beliefs, and corresponds to genuine norma-
tive conformity.

Social uncertainty is defined to learn what
type of information is delivered, as this dif-
fers from the concept of total uncertainty
used in the discussion thus far. The following
experiment will measure people’s perceptions
of product information’s credibility and suffi-
ciency before the WTP information, as well as
total uncertainty. These two characteristics
reflect the uncertainty related to product in-
formation (hereafter, “product pre—uncertainty’).
If the product pre-uncertainty's effect is con-
trolled from total uncertainty, the result can
be perceived as social uncertainty, assuming
that total uncertainty is composed of both
product and social uncertainty.

After a decision is made as to whether so-
cial or product pre-uncertainties better explain
the changes in both WTP and uncertainty,
this can be used to test which information
type is delivered through WTP information.
The following hypothesis is offered based on
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the assumption that social information is de-

livered through WTP information:

Hb6a: Social pre-uncertainty will better ex-
plain the change in WTP than prod-
uct pre-uncertainty.

H6b: Social pre—uncertainty will better ex-
plain the change in uncertainty than

product pre-uncertainty.

These hypotheses do not consider the ex-
planatory variables of WTP because some of
the explanatory variables primarily relate to
product information. Alternatively, H4a and
H4b can also be tested with the concept of
social uncertainty to verify that social un-
certainty better explains these than total
uncertainty. This can complement the testing
of H6.

IIl. Experiment overview

Two studies were conducted to test the
hypotheses. In the studies, two different con-
texts were presented in the questionnaire:
the first included WTP information, and the
second did not. The effect of WTP information
on an individual's decision-making regarding
WTP can be investigated by comparing the

results between the two contexts.
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3.1 Subjects and experiment product

The questionnaires were created using
Qualtrics, an online survey program, and
were distributed using Mechanical Turk, an
online subject-recruiting service managed by
Amazon.com. Subjects were restricted to res-
idents of the United States, aged 18 to 60
years. Initially, the survey's purpose was ex-
plained simply as an academic survey re-
garding the willingness-to-pay. The subjects
were paid $1.50 or $1.00, according to the
type of survey completed.

The product used in the following experi-
ments was an infrared-ray electric grill be-
cause it was assumed that most people were
unaware of this product, as the possibility of
informational conformity might be excluded
when a familiar product without uncertainty
is used. Further, it was likely that knowing
the product's market price, or having pur-
chased the product, could affect the evalua-
tion of WTP. Thus, this study sought to pre-
vent such confounding effects. With the same
consideration, responses of those who had in-
formation regarding the product and the price
level before the survey were excluded from
the analysis.

Product information was expressed through
text accompanied by a picture, as shown in
Appendix 1. Subjects assessed the textual in-
formation first, and the graphic was provided

on a subsequent, separate page. The product
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information included the price and a picture
of the generic electric grill, one of the best
sellers on Amazon.com. Absolute valuations
of goods and experiences are thought to have
a large arbitrary component, but relative val-
uation with a reference product is relatively
easy and stable (Ariely et al., 2003: Ariely,
Loewenstein, and Prelec, 2006). The generic
electric grill was used as a reference product
for the elicitation of WTP, and for responses
regarding questions for the explanatory vari-
ables of WTP.

3.2 Measurement of variables

After providing the product's information,
the questionnaire asked the following regard-
ing WTP: “Assume that a retailer offers you
the above product now for purchase. What
would be the maximum price you are willing
to pay for the product above? $ . ." The
following sentence was also added before the
WTP question in the WTP information sit-
uation: “The average willingness-to-pay for
the infrared-ray electric grill was approximately
$113.00 in the previous survey.” The value
$113.00 was adopted to be much higher than
the real average WTP.

Explanatory variables for WTP were then
measured: quality, or overall quality, con-
venience, and taste; utilitarian value; he-
donic value; and substitutes. First, a prod-

uct's quality is thought to be an important
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determinant of WTP. The questions concern—
ing quality were adopted and modified from
those by Rao and Monroe (1988), who stud-
ied price as a signal of quality. The questions
involving overall quality, convenience, and
taste were as follows: 'In comparison to ge-
neric electric grills, the infrared-ray electric
grill appears to be of ; "The infrared-ray elec-
tric grill appears more convenient than ge-
neric electric grills”s and “The infrared-ray
electric grill will cook more tasty steaks than
generic electric grills.” The first question, re-
garding overall quality, used a 9-point scale,
anchored by: “1. Very good quality’; 3.
Moderately good quality: 5. Neither good
nor poor quality’s 7. Moderately poor qual-
ity": and “9. Very poor quality.” The two sub-
sequent questions used a 9-point scale, anch-
ored by: “1. Strongly agree’; “3. Moderately
agree’; ‘5. Neither agree nor disagree’; 7.
Moderately disagree”; and "9. Strongly disagree.”

Second, WTP by its very definition reflects
the product’s perceived value. The utilitarian
and hedonic concepts reflect two basic as-
pects of value. Hedonic products are desired
for pleasure, fantasy, and fun, whereas utili-
tarian items tend to fulfill basic needs or ac-
complish functional or practical tasks (Khan
and Dhar, 2010; Strahilevitz and Myers,
1998). The questions were based on the two
concepts definitions, and were modified for
ease in understanding: The infrared-ray elec-

tric grill appears to be more useful to me than
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generic electric grills,” and “The product of-
fered in this study seems to give more pleas-
ure and fun than generic electric grills do.”

The last question regarding substitutes was
based on findings from Chan, Kadiyali, and
Park (2007); the level of competition among
items reduces the level of WTP in auction
situations. Although the product value is sig-
nificantly high, the WTP of a product that is
competitive and available anywhere is gen-
erally low. Because subjects seem to experi-
ence some difficulty in evaluating the level of
competition, the “existence of better substitutes”
was used, instead of competition: "There are
better products in the market than the prod-
uct shown on the previous page.’

Among the explanatory variables for WTP,
those regarding quality may be reflected in
the value concepts: however, quality was an
important variable in previous WTP studies.
Further, a primary concern involves address-
ing the factors that affect WTP as broadly as
possible. We are interested in examining the
role of explanatory variables as a whole,
rather than that of each variable. This study
included quality despite a conceptual overlap.

A question regarding the certainty of the
subjects” evaluations followed. Previous an-
choring studies measured the level of cer-
tainty using one question, but the question
slightly differed among studies (Englich,
Mussweiler, and Strack, 2005, 2006: Erb,
Bohner, Rank, and Einwiller, 2002: Raju,
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1977). Similarly, this study's question was
modified to be appropriate to this experi-
ment's context: T am very certain about my
evaluation of the product illustrated on the
previous page.” The perceived level of product
information was then measured, with two
questions regarding the credibility and suffi-
ciency of the product's information: "The in-
formation about the infrared-ray electric grill
provided on the previous page was sufficiently
credible”; and “The information provided on
the previous page was sufficient enough to
evaluate the value of the infrared- ray electric
grill.” All of the questions, other than overall
quality, used the same 9-point scale, ranging
from “strongly agree” to “strongly disagree.”
Two “yes or no questions were then asked
regarding subjects prior knowledge of the ex-
perimental product and its price. These ques—
tions were used to eliminate the subjects with
prior knowledge. The final section was com-
posed of questions regarding demographic
variables, including the respondents gender

and age.

IV. Study 1: Feedback on the same
person

4.1 Methods and subjects

Subjects in Study 1 participated in the sur-
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vey twice. The first survey (hereafter, “Study
1-1") explained that the survey consists of
two parts, and only those who provide an e-mail
address to invite them to the second survey
can participate in the first survey. Study 1-1
was conducted without WTP information. The
second survey (hereafter, “Study 1-2") was
conducted three days after the first survey.
Among the subjects of Study 1-1, those who
satisfied the below criteria received an in-
vitation e-mail to Study 1-2. The latter study
was the same as Study 1-1, except that it in-
cluded WTP information and did not ask
questions regarding the subjects prior knowl-
edge of the experimental product or demo-
graphic data to prevent duplication.

Study 1-2 approximates the scheme in the
anchoring experiment:; however, subjects in
this study have already determined their ini-
tial WTP estimate in Study 1-1. Further, the
price of the generic electric grill was revealed
before seeing the WTP information, a situation
that differs from a typical anchor situation.

Although 133 subjects participated in Study
1-1, only 89 subjects received invitation
e-mails to participate in Study 1-2. Six sub-
jects were excluded because they had prior
knowledge about the experiment's product
and its price. Further, as the online survey
can measure the response duration for every
survey page, 38 subjects were eliminated using
the criteria of duration for submitting responses.

For example, subjects who spend less than
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eight seconds reviewing the product information
were omitted. Additionally, subjects who spend
less than an average of three seconds per
question were also eliminated. The criteria were
determined by observing several subjects who
participated in a pre-test. The average WTP
() of 89 responses was $61.68, with a
standard deviation (o) of $20.83. The value
of WTP information, $113.00, corresponded
to p+2.50.

Of the 89 subjects, 60 carried out Study
1-2, and they all satisfied the screening
criteria. Thus, their responses were used for
the analysis. Among the 60 subjects, 29 were
male and 31 were female. The average age
was 38.4 (o of 8.71), ranging from 24 to 59.

4.2 Results

Data was analyzed from the 60 subjects
who completed Study 1-2 using SPSS version
21. Some of the data was reverse-coded be-
fore analyzing it for explanatory variables,
such that a high value implies high WTP:
quality: convenience: taste: and utilitarian
and hedonic values. The variable name for
“substitute” was changed to “low-substitute,”
and “certainty was replaced with “uncertainty’
because high values are related to high
uncertainty. Additionally, the product in-
formation's credibility and sufficiency were
merged as ‘product pre-uncertainty using an

arithmetic mean, as they both queried re-
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garding the perceived level of product in-
formation (correlation coefficient = .876;
Cronbach's a = .932).

The average WTP in Study 1-1 was $61.748
from the 60 subjects who completed Study
1-2, and the average value in Study 1-2 was
$78.381. The difference between the two was
statistically significant (paired sample #test,
¢t = 5.102, p € .001). Therefore, H1 was
supported.

Next, regarding H2, we are interested in
examining explanatory variables collective
role, rather than that for each variable.
Therefore, the arithmetic mean (hereafter,
‘mean_exp’) of six variables was used to test
H2. Table 1 demonstrates that the mean exp
significantly differs (p ( .05) when a paired
sample ttest is applied. Therefore, H2a is
supported. Table 1 also displays the results
of t-tests for all six variables for reference.
All variables, except taste, changed to sup-

port an increased WTP, but only hedonic val-

ue (p { .05) and low-substitute (p ¢ .1) dis-
played significant differences.

Alternatively, H1 does not consider which
factor incurs AWTP, or the gap in WTP be-
tween Study 1-1 and Study 1-2. A regression
analysis was additionally conducted to reveal
whether Amean exp, which is the gap in
mean_exp between Study 1-1 and Study 1-2,
significantly explains AWTP, and the result
is noted in Table 2. The B of Amean exp is
significant (p ¢ .1). Even though the sig-
nificance level is somewhat high, we should
consider that mean exp includes various po-
tential explanatory variables for WTP. It is
natural that some of them do not explain
WTP well. If the less significant variables are
omitted, the significance level will become
lower. Considering this, H2b is regarded to
be supported. This support economic ration-
ality view explained in Section 2.1. However,
the constant coefficient is also significant (p ¢

.01). AWTP is significantly greater than zero

(Table 1) One-sample #tests of Aexplanatory variables of WTP (N = 60)

Mean S.D. ¢ p-value
Amean_exp 23 7148 2.329 023"
Aquality .03 .843 .306 .760
Aconvenience .27 1.755 1.177 .244
Ataste -.12 1.136 -.795 .430
Autilitarian .18 1.790 793 431
Ahedonic .58 1.690 2.673 .010™
Alow-substitute 40 1.618 1.915 060"

p (.1, p .05, * p (.001 (all are the same in the following tables).
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(Table 2) Simple regressions of AWTP with Amean_exp

Unstandardized Standardized
Model R2 ¢ p-value
B S.E. Beta
Constant 054 14.869 3.342 4.449 .000***
AMean_exp ' 7.839 4.310 232 1.819 .074*

even after controlling for the effect from
mean_exp. This may imply that all explanatory
WTP variables are not included in this study,
or that normative conformity or cognitive bias,
similar to anchoring, also incurs AWTP.

The gap in uncertainty between Study 1-1
(mean 4.02) and Study 1-2 (mean 3.80),
Auncertainty, was analyzed using a paired
sample #test. The mean value of Auncertainty
was negative (-.22) as expected, but was in-
significant (¢ = -1.477, p = .145). Therefore,
H3 is not supported.

Social pre-uncertainty was calculated be-
fore testing H4. First, total pre-uncertainty
(total uncertainty from Study 1-1) was re-
gressed by product pre-uncertainty: B = .460
(p-value = .001, R?>= .180). As the perceived

level of information decreases, the uncertainty

increases, as expected. Therefore, social pre-
uncertainty was defined by controlling for the

effect of product pre-uncertainty, as follows:

social pre-uncertainty
= total pre-uncertainty - .460 - product

pre-uncertainty. (1)

The AWTP is regressed by the total pre-
uncertainty and social pre-uncertainty, and
Table 3 summarizes the results. The p-value
was higher than .10 for total pre-uncertainty,
but lower than .05 for social pre-uncertainty.
Therefore, H4a is supported from the social
pre-uncertainty perspective. The Auncertainty
was also regressed by total pre-uncertainty
and social pre-uncertainty, and Table 3 also

illustrates that the p-values were less than

(Table 3) Simple regressions with pre-uncertainty

Depepdent Model - Unstandardized Standardized Pvale
Variable B S.E. Beta
Total .040 2.414 1.577 .200 1.551 126
AWTP )
Social .094 4.105 1.669 .307 2.459 .017**
. Total 117 -.186 .067 -.342 -2.767 .008***
Auncertainty , .
Social 154 -.236 .073 -.392 -3.243 .002
Amean_exp Total 013 .041 .047 115 .883 381
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.01 in both regressions: therefore, H4b is al-
so supported. The Amea_exp was regressed
only by the total pre-uncertainty, as some of
the explanatory variables primarily relate to
product information. The results in Table 3
indicate the expected sign, but are insignif-
icant (p ) .1). Therefore, H4c is not supported.

The Auncertainty was also regressed by
pre-WTP, and the results are summarized in
Table 4. When the entire sample is used (N
= 64), B is not significant (p ) .1) and H5 is
not supported. However, when people are
uncertain of their WTP estimation, WTP is
less meaningful. The effect of WTP on Aun-
certainty may be significant only when peo-
ple have more than a particular level of
certainty. The results in Table 6 indicate
that this hypothesis is supported. When so-
cial pre-uncertainty is used for the criteria, B
is significant (p ¢ .05), but only in the low
pre-uncertainty group, although it is not sig-
nificant (p ) .1) when total pre-uncertainty

is used for the criteria. The level of pre-un-

certainty moderated pre-WTP's effects on A
uncertainty: thus, H5 is regarded as being
supported.

The hypothesis H6 was tested by conduct-
ing multiple regressions, using AWTP and
Auncertainty as dependent variables and so-
cial and product pre-uncertainties as in-
dependent variables. The results summarized
in Table 5 note that only social pre-uncertainty
significantly explains AWTP (p { .05) and
Auncertainty (p ¢ .01). Therefore, H6a and H6b
are supported. Further, social pre-uncertainty
better explained AWTP and Auncertainty than
total pre-uncertainty in the tests for H4a,
H4b, and H5 (Tables 3 and 4). This can be
considered as additional support for H6.

In summary, all the hypotheses are sup-
ported except H3 and H4c. It is noteworthy
that the path hypothesized by H3 is sig-
nificantly moderated by pre-uncertainty (H4b)
and pre-WTP (H5), which could explain why
H3 is not supported. The WTP information

reduces uncertainty only with high pre-un-

(Table 4) Simple regressions of Auncertainty with pre-WTP

Unstandardized Standardized

Sample” R = SE . p-value
Whole sample (N=60) 026 -.010 .008 -.161 -1.245 218
High total pre-uncertainty (N=29) 035 -.015 .015 -.187 -.990 .331
Low total pre-uncertainty (N=31) .085 -.011 .007 -.292 -1.643 111
High social pre-uncertainty (N=31) .001 .002 .016 .023 126 901
Low social pre-uncertainty (N=29) 142 -.015 .007 -.377 -2.118  .044**

*The number of group members determined to include subjects with the same value in the same group.
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(Table b)Y Multiple regressions with pre-uncertainties

Model - Unstandardized Standardized ; o-value
B S.E. Beta

Constant 20.856 8.877 2.349 022"

AWTP Social 129 4.106 1.651 307 2.487 016"
Product -2.450 1.625 -.186 -1.508 137
Constant 122 .394 311 157

Auncertainty ~ Social .155 -.236 .073 -.392 -3.217 .002%**
Product .019 072 .032 .261 759

certainty and pre-WTP.

Study 1 indicated that WTP information af-
fects the evaluation of WTP. Further, the ex-
planatory variables’ average (mean_exp) sig-
nificantly changed, and the mean_exp explains
AWTP significantly, supporting the idea that
WTP information has high-elaborative System
2 process effects. The level of pre-uncertainty
moderated this effect, as subjects with high
pre-uncertainty demonstrated greater changes
in both WTP and uncertainty levels. High
pre-WTP also relates to a greater change in
uncertainty, and specifically with low pre-
uncertainty. These findings all support
the informational role of WTP information.
Collectively, Study 1 supports an economic
rationality perspective; H6 is also supported,
and indicates that WTP information will per-
form a social information role, rather than

product information.
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V. Study 2: Single survey with
WTP information

5.1 Overview of Study 2

Unlike Study 1, in which subjects provide
their estimation of a target before WTP in-
formation, subjects in Study 2 receive WTP
information during the initial estimation. The
situation in Study 2 is theoretically interest-
ing in and of itself. Further, Study 2 can cor-
rect two types of potential distortions in
Study 1. First, subjects in Study 1 could be
affected by confirmation bias (Festinger, 1962;
Nickerson, 1998). This somewhat differs from
the discussion regarding H5, which addresses
the issue of accepting WTP information as
information. Deutsch and Gerard (1955) and
Kelly and Shapiro (1954) noted that when
subjects record their own perceptions before
exposure to the group response, the tendency

to conform to the group response decreased.

361



Jae-Do Song

Then, subjects who recorded their pre-WTP
in Study 1-1 may demonstrate little change
after receiving the WTP information in Study
1-2. Second, when subjects were asked to
re—evaluate their WTP in Study 1-2, they
could experience more pressure to conform to
WTP information. The request to re-evaluate
could be a signal that their previous valu-
ation in Study 1-1 was incorrect. This may
increase a change in WTP and other variables.

Study 2 escapes these distortions by offer-
ing WTP information at the initial estimation.
However, pre-uncertainty and pre-WTP do not
exist in Study 2, and cannot be measured.
Thus, H4 and H6 cannot be tested, although
H1 through H3 can be tested by a compar-
ison with Study 1-1.

The relationship between post-WTP and
post—uncertainty should be noted here, as
this will be determined by three effects hy-
pothesized in H4 and Hb5. Let us assume
that pre-uncertainty and pre-WTP have no
correlation. The actual correlation coefficient
was .027, and was insignificant in Study 1.
Therefore, H4a first indicates that high pre-
uncertainty results in high post-WTP. Second,
H4a and H4b collectively mean that AWTP
and Auncertainty negatively correlate. Third,
Hb5 implies that pre-WTP and post-uncertainty
negatively correlate. The first effect implies a
positive correlation between post-WTP and
post-uncertainty, and the second and third

effects imply a negative correlation between
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them. Thus, the relationship between post-
WTP and post-uncertainty cannot be hypothe-
sized because of these different effects. Actually,
the correlation coefficient between them was
insignificant in Study 1 (r = -.007).

However, the information process in Study
2 differs from the process in the situation in
which WTP information is offered after an in-
itial estimation. A negative correlation be-
tween (post-) WTP and (post-) uncertainty
can be hypothesized in Study 2 for the fol-
lowing reasons:

First, pre-uncertainty does not exist in Study
2, and the effect hypothesized in H4 is diffi-
cult to consider. However, the confirmation
bias discussed relative to H5 has a significant
effect. When estimated WTP is high and sim-
ilar to the WTP information, the subject’s be-
lief will be reinforced and uncertainty will
decrease. When the estimated value is low,
WTP information will increase uncertainty or
have less of an effect because it will not be
accepted as information.

Second, Study 2 is similar to the anchoring
situation (Ariely et al., 2003: Mussweiler et
al., 2000: Northcraft and Neale, 1987), and
differs from Study 1, in which WTP information
is offered after an initial estimation. A pri-
mary difference between this study and a
general anchoring study is that the former
shows reference product, generic electric grill,
with the price before the WTP information.

According to coherent arbitrariness suggested
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by Ariely et al. (2003), a product's absolute
numeric valuation is highly arbitrary, al-
though people are relatively strong in their
relative valuation. Subjects will then be able
to judge that the value of the experiment
product is higher or lower than that of refer-
ence product with relative ease, which is a
relative judgment rather than absolute judgment.
Further, subjects have two numbers; the price
of reference product and WTP information.
Subjects will accept WTP information as hy-
pothesized in H5 in the case of a relatively
high valuation, and an anchor-type situation
will occur. This differs somewhat from Study
1, in which subjects who already determined
pre-WTP similar to WTP information do not
have a reason to change their high pre-WTP.
When the relative valuation is low, in con-
trast, subjects will not accept WIP information.
The reference product’s price may be consid-
ered, rather than the WTP information, and
the WTP information’s effect will be restrictive.
An asymmetric effect, in summary, will occur.
This will increase the negative correlation
between WTP and uncertainty.

Third, providing WTP information after an
initial estimation can function as an artifi-
cial pressure to change the pre-WTP, as
aforementioned. This pressure would be stron—
ger specifically for those with low pre-WTP,
although the WTP information may have weak
informational value. This may weaken the

negative correlation between post-uncertainty
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and post-WTP in Study 1, which will not oc-
cur in Study 2.

The above discussion solely addresses WTP,
but the first argument, which is based on Hb5,
indicates that a high valuation implies lower
uncertainty, and can also be applied to ex-
planatory variables. The following hypothesis
substitutes for H4 and H5 in Study 2 are as

follows, based on this discussion:

H7: The WTP and explanatory variables
will indicate higher values in low-
uncertainty subjects than Iin those

with high uncertainty.

As both WTP information and product in-
formation are simultaneously provided in
Study 2, social uncertainty cannot be meas-

ured and H6 cannot be tested.

5.2 Subjects and methods

The survey was conducted using Mechanical
Turk, and subjects were restricted to United
States residents aged 18 to 60 years, as in
Study 1. Although 101 subjects participated
in the survey, responses from 61 subjects were
analyzed using the same screening methods
as in Study 1. Among the 61 subjects, 34
were male and 27 were female. The average
age was 35.4 (o= 9.62) years, and the ages
ranged from 21 to 60 years.

Subjects were provided with the product in-
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formation from Study 1-1, as well as the fol-
lowing sentence below the picture of the prod-
uct, similar to Study 1-2: “The average will-
ingness-to-pay for the infrared-ray electric
grill was approximately $113.00 in the pre-
vious survey.” Variables related to product
information were not measured. All other
questions, and the rules for coding variables,

were the same as in Study 1.

5.3 Results

The average value of WTP obtained from 61
subjects was $82.21. The value approximated
that ($78.38) of Study 1-2, and indicated no
statistically significant difference (¢ = -.718,
p-value = .474): however, the value sig-
nificantly differed from the average value
($61.75) in Study 1-1 (¢ = -4.702, p  .001).
Therefore, H1 was again supported.

H2a was tested by examining the Amean_
exp between Study 2 and Study 1-1 using an
independent sample #test. Although the dif-
ference's sign is as expected, the difference is
not significant (Amean_exp = .18, ¢ = .917,
p = .361). Thus, H2 is not supported. It is

noted that each subject in Study 1 partici-
pated in the two surveys, both before and af-
ter WTP information, and values can be com-
pared on an individual subject level. However,
the comparison in Study 2 occurs at the
group level, which makes the p-values rela-
tively higher than in Study 1. As H2a is not
supported, H2b is not tested.

The total uncertainty was then compared to
that in Study 1-1. The value in Study 2 was
less than that in Study 1-1 (3.92 versus
4.02), as expected; however, the difference
was not statistically significant (independent-
sample ttest, £ = .266, one-tailed p-value
= .395). Hence, H3 is not supported in
Study 2.

Table 6 summarizes the results of independent
sample ttests for both WTP and mean_exp,
and between high- and low-uncertainty subjects.
Subjects who demonstrated uncertainty equal
to or greater than 4 were classified into the
high-uncertainty group. In the case of WTP,
the #test did not reveal significance (p ) .1),
and H7a is not supported. However, the
mean_exp indicated a significant difference
(p € .01), and H7b is supported.

(Table 6) Independent sample ttests of WTP and mean_exp between high- (N = 32)
and low- (N = 29) uncertainty subjects

Mean Standard

Correlation coefficient with

difference error p-value uncertainty (p-value)
WTP -7.153 7.327 -.976 .333 -.167 (.199)
mean_exp .853 253 3.375 .001%** -.372 (.003**%)
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Study 2 supports both H1 and H7b. However,
H2, H3, and H7a are not supported. Although
this revealed that WTP information induces a
significant change in WTP, more discussion
is necessary regarding the underlying mecha-
nism in Study 2.

Explanatory variables did not indicate sig-
nificant differences to support H2, which
concerns whether the WTP information’s ef-
fect stems from the highly elaborative System
2 process. However, Table 7 clearly illustrates
that high WTP information induced more cer-
tainty among the subjects with high valu-
ation in explanatory variables. This means
that WTP information relates to the estima-
tion of explanatory variables, as discussed
regarding H7. Thus, the WTP information’s
effect can be interpreted as derived from the
high-elaborative System 2 process, although
H2 is not supported.

H3, which assumes an informational per-
spective and argues that WTP information
will reduce uncertainty regarding WTP, is
not supported. As H7 argued, subjects with
high valuation regarding the product might
have strengthened their beliefs and decreased
their uncertainty. H7 is also interpreted as
subjects with low valuation can have more
uncertainty due to WTP information. Thus,
the differences in uncertainty between Study
1-1 and Study 2 can become collectively
insignificant, even under an informational

perspective. This is similar to Study 1, in
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which H3 was not supported, and this was
explained by the moderation effects from
pre-uncertainty and pre-WTP.

In summary, the support for H7b provides
important evidence that the WTP information’s
effect follows the high-elaborative System 2

process and informational perspective.

VI. Discussions

Studies 1 and 2 indicated that WTP in-
formation from others significantly affects
the evaluation of WTP, and investigated the
underlying mechanism from the elaboration
level and information perspective. Two find-
ings are noted in this study regarding the
elaboration level. Significant changes in ex-
planatory variables were observed in Study
1, and while the changes in explanatory vari-
ables were not significant in Study 2, a sig-
nificant relationship did exist between the
level of explanatory variables and uncertainty.
These findings signify that WTP information
affects the estimation of explanatory varia-
bles as well as WTP. Therefore, the WTP in-
formation's effect can be interpreted as stem-
ming from the high-elaborative System 2
process, in which people think about their
reasons and try to justify their judgments.

Further, Studies 1 and 2 consistently dem—

onstrated that level of uncertainty relates to
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the effects of WTP information. This implies
that the effect is informational rather than
normative, as discussed in Section 2.3. The
WTP information's effect, in summary, is a
high-elaborative System 2 process, as well as
informational. This is consistent with tradi-
tional economic rationality, rather than sim-
ple cognitive bias or normative conformity.

Another topic is also quite meaningful re-
garding the type of information delivered
through WTP information. Social information
was defined in Section 2.4, and noted as both
revealing others preferences and being re-
lated to social costs. This differs from prod-
uct information, which concerns the product’s
attributes, and evaluates the value from in-
dependent usage. The testing of H6 supported
the assertion that WTP information delivers
social rather than product information.

The social information concept extends the
traditional rationality view, which does not
consider social cost. Further, social influence
studies have considered dichotomous causes:
informational and normative. However, the
social information concept is somewhat mixed.
The basic motivation in reflecting others’
opinions is to conform to others positive ex-
pectations, as in the explanation of norma-
tive social influence; however, it is informa-
tional in the regard that the opinion affects
an individual's own WTP and reduces WTP-
related uncertainty.

These results have two different implications
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regarding WTP stability. As the WTP in-
formation's effect stems from the high-elabo-
rative System 2 process, this supports the
economic rationality view, which means that
people can achieve stable WTP by gaining
sufficient information. However, social in-
formation affects WTP, which means that
WTP is not independent from social factors,
and is unstable. This result is theoretically
critical.

This study also noted that the WTP in-
formation's effect differs according to whether
a prior value estimation exists. This is clearly
denoted by the fact that the relationship
between uncertainty and valuations of ex-
planatory variables exists only when WTP in-
formation is offered at the initial estimation.
When WTP information is offered after this
initial estimation in Study 1, the effect
strengthens with high uncertainty in the ini-
tial estimation, and with a high initial WTP
estimation. However, in Study 2 where the
concept of pre-uncertainty does not exist, a
confirmation bias largely explains this effect.

The results also carry managerial implications.
Although stores carefully handle consumers
reviews or product satisfaction levels, they
do not often focus on price’s effect on value or
a willingness-to-pay (WTP) evaluation. This
study's results imply that revealing the high
prices in other stores may increase WTP for the
product if the price delivers WTP information.

This emphasizes price’s role differently than
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the discussions regarding reference price
(Chandrashekaran, 2001; Chandrashekaran
and Jagpal, 1995: Mazumdar et al. 2005;
Monroe 1973).

Specifically, this study’s results noted that
the informational effect strengthens with re-
spect to changes in WTP and uncertainty when
the perceived uncertainty is higher. When
the estimated WTP and WTP information were
similar, the effect also strengthened, and
specifically regarding the decrease in uncertainty.
This indicates that the information can be
more effective among inexperienced potential
customers, and for new unfamiliar products.
The information may also effectively enforce
experienced customers” beliefs with positive
valuations: however, it is relatively difficult
to change negative valuations among experi-
enced customers.

The social information concept also can be
helpful for firms to organize the information
delivered to customers. Firms should provide
information that is balanced between the
product itself and social information.

Additionally, this study carries implications
regarding the methodology of eliciting poten-
tial customers’ WTP. Considering the effects
of WTP information, the WTP formation proc-
ess is, to a significant extent, a gradual proc-
ess of convergence toward a social agreement.
An evaluation of WTP can be unstable with-
out sufficient WTP information. This logic

compels us to design an elicitation process to
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effectively provide feedback of WTP information
to subjects. Unfortunately, this does not seem

to have been developed any further.

VIl. Limitations and future directions

This study contributes to the theoretical
understanding of the effects of others opin-
ions on the evaluation of WTP. Despite its
important contributions, this study has some
limitations.

First, this study is an exploratory study:
therefore, any generalization must be made
with caution. Specifically, this study used
only one product in its experiment. Different
product types are likely to produce different
effects. For example, WTP information may
not be effective for products with little social
uncertainty. Conversely, WTP information
may function as a source of social pressure
rather than information for the products with
very low uncertainty. Such effects must be
more systematically investigated across dif-
ferent products. This study revealed that the
uncertainty regarding WTP and the similarity
between the initially estimated WTP and WTP
information moderates the informational ef-
fect: however, various possible moderating
factors should be investigated.

Second, this study is motivated by the idea
that price will deliver WTP information. This
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argument has not been often studied, and is
worthy of additional investigation. Further,
the type of information in experiments, or
WTP information, must also be discussed. A
variety of information shared in real-world
situations pertains to WTP information, but
when this is represented numerically, the ef-
fects can differ from such qualitative in-
formation as consumer reviews, starred re-
views, and satisfaction levels with a product,
among others. Various types of opinions of
others and their roles must be studied.
Third, the type of information that is deliv-
ered through WTP information requires greater
study. Specifically, this study used the con-
cept of social uncertainty for its investigation.
However, the level of social information can
be measured using various other methods, such
as direct questioning. More effective method-
ologies for this issue should be developed.
Finally, the result in this study showed
that only hedonic value and existence of sub-
stitute changed significantly among six ex-
planatory variables of WTP. The significantly
changed variables can be categorized into
subjective and intuitive type. Those seem to
be less objective than variables like quality,
utilitarian value. Because WTP information
does not contain specific information, it can
have more effect on those relatively subjective
and intuitive variables. It may be related to
the finding that WTP information is mainly

about social information. However, this in-

368

ference is not systematically supported in
this study. The question that which kind of
attributes WTP information mainly affects

can be meaningful to study.
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(Appendix) Product information used in the experiments

Infrared-ray Electric Grill
Use infrared-ray emitted from the top part as direct cooking heat source

Following information is edited from various consumers feedback

No smoke. No oil splashes. Prevent the generation of cancer causing substances.

Meatis cooked from theinside, and thus meat juiceis kept. The meat texture becomes soff.
and tasty.

Heat level is somewhat weaker than generic electric grill.

* The price of generic electric grills (Amazon Best Seller) is $53.99,

(Figure A1) Product information expressed by text

Infrared-rav Electric Grill

(Figure A2) Product information expressed as a picture

372 BYSIT masH H2E 20174 4¥



A Study of the Effects of Product Evaluation from Others on Willingness-to-pay: Dual Process System and Social Influence View

EIQISQ| XI22[A7HH0] 712l AIF o0 DIXl= ek CHeh o3+
OIZHENZ| AlAH & At3|%] Ak 2HE

SR

g %
= 97 ERIEY A FE7E Q1Y A e A niAe dEFS EA it A
A el #A stelA JHQ1Y] A=A S AW E RIS, BRIEY ABYAHA ] GEE A &
ofof gt} HAL ERQIES] Al BoaHA o] G AR 2t BRI A EAHA S B4 FH St A A
Zo] A wE A0 Yot AR Adel= g dle Aow B glon o AL AAA e B

A
st A sl E 4= glt}. 28y Willingness—to-pay Willingness-to-accept gap, &9 A & (preference
reversal) ¥ 2-& A5 0] A (preference anomaly) T+ 2373 (anchoring) 2} 22 QA& HeF &4
T AAA A NEE A¥ske @S0l HaEa gt

ol Wl stelA # AFe v Al 7K EAES thEY. A WA, BRIEY AEAH HHe o
g2 AAA T #-ol 7 ste Jwdt(high-elaborative) Al2El 2 HAp7h obd v wak(low-
elaborative) Al2=8l 1 Aatel] oa LA + it 7 WA, BRISY AL AT ZEE= 7S] A4
o] whg-E Hla, BHrtete ARl 79 Vles AT F glon, ofd A AiIEe] A HoR HolE
A 2&E A} sk 7t og) Tt o] A5 BRISY] ABYAIAE HEE 75387 B} AL
A Sl QS sk Ao s Eojok gt Al AR ERIES] A B o] gt R F3s
OEt sk 7HEE BRIEY Ay ALl A v g3 #E JEE dgdtte Ao, o= AAA &
8 Wiol 7Py she AlFRHeE thE Folth oY o|fES A5 AT HHste o]EH Ry A&
Ao g g ouE zheth uhek BRI A BoAFA o] thg ko] Al2~El 1 AAtE wWETd o] A
BoAZ Aol theFet A aQld ke e F as ouldith. Tk A|FHE Brhe ASA JRE
A3ty ol& A &AM o] AFS A S8R5 ke wom st 54 HYS ovlste Aolth

< ?53'3 %‘D}. A AA Agd e 4 g A=

-

* o] E=E 20149 AR (RSP AR dmAFATe] AdS ol FPE A7 (NRF-2014S1A5A2A03064942)
e e G, A, A

BESAT M6 HM2% 20174 4¢ 373



Jae-Do Song

© 27] 74 82 B9 At JuIE AAEAG. 2 Gl A e Aeddibe, A g
‘d/] <)

AZHACl @ AR, a2l FA A e 28449 1A eEE0] va, 2HEHAH

4 A3 BlE & AEditgol AN E e A5 e Awibrtgol Srtetsin. £at o] 3
oA Az b e] drguiegel I Mslste ddo] A2E oM, ol of Il Jud AlxE 2
ARE WEE grdth. £ RIS AR i e AFYEoke g BlEe] sy AEA v és
Hgehe ARA JHE ddehe Aoz Yeiyh o d3ke /iAS9] Al A4 295 =
HAolA gon, 2y AY ol A&t

A drlshe ZoE AN S U @ ATt Bls
Aol AAEe] 240 T B34 Ao off GG HALAE BAHYY. FAAT HAS A
2ol B AA o he] BHANS B ANAIY AR S| AT BEAA F30lA
H 2 vaE wyT £ HelSe AR G JAUASe] AuE AW o] Bl
NS FAHGEA oA mret B2 derd g BoFA,

=
o
A=)

=

=
S

FAO: Ay, B, lSHEATA L, =&, ARH F

AR A9 3 v A ol EEad 39PN ) dadae
gzaslln s ASSISIE, v 9] 1S o SKAEAN GdelE evslgont, 59
= 2 74

AR SAEE AA At
A%}
2 ATEoRe /AL FHCE @ wAR ol geln)

ol AN ehom,
Aehetel ) JelE @ v gl

374 ST A6 HM22 20174 4¢



	A Study of the Effects of Product Evaluation from Others on Willingness-to-pay
	Ⅰ. Introduction
	Ⅱ. Theoretical background
	Ⅲ. Experiment overview
	Ⅳ. Study 1: Feedback on the sameperson
	Ⅴ. Study 2: Single survey withWTP information
	Ⅵ. Discussions
	Ⅶ. Limitations and future directions
	References
	요약


