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consumer mental model considering price and set size sensitivity
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Abstract

Price elasticity in an indicator of price sensitivity and its
psychological basis has largely been neglected. some scholars
in consumer psychology show that advertising decreases price
elasticity, while others found a positive relationship between
advertising and price elasticity. We hypothesize that two
psychological variables, namely set size (in memory) and
relative strength of preference (constructed via discriminative
stimulus) play a significant role in this relashionship. 192
undergraduate psychology and educational sciences students
participated in the experiment and purchased 12 brands in a
mixed factorial design, with decision environment and
advertising condition as between-subject factors. Shopping
trips were used as a device for constructing decision
environment (for treatment). Findings indicate that advertising
affect price sensitivity through two routes, namely set size and
relative strength of preference. It appears that the former
increase price elasticity, wheras cues related to the latter that
decrease price elasticity. This experiment offers a possible
solution to the controversial dilemma of the role of advertising
on price elasticity by suggesting a reconciliation between two
competing theory. In the stimulus-based decision environment
in which the effect of advertising on brand recall for
consideration was neutralized, so advertising decrease price
elasticity contrary to memory-based environment.

Keywords: price elasticity, consideration set size, relative
strength of preference, decision environment
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3. based on memory
4. based on stimulus
5. differentiating advertising

aS |, oMbl 5l Gglae o5 50 ogdll 51w las oyl
Wlwd 30 S oo L 0 el 0dd pald la oS lawg
oley o 1y awlis lapl a5 Sledbl (V 13l o ,le Sledlb
390 asgarme SIS alewy (ulay 5 03,5 o ytws BB (bl
SloShy 9,0 > SOl (V5 wiS oo olml 1)
SI5l g Oljgal blie dile awlis Slitie ple ¢ awlis
D08 oo Sl anlil ool i oS Slds jlead iie
A5l 5l e @ Sl Sledlbl atus ¢ o
S Ol ) oY Jas j0 wlgs oo 0,8 a5 K
& Y Cangd lp ol Son (55 praal L)

1. relative strength of preference
2. decision environment
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1. reminder advertising
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