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Abstract This paper presents a cybernetic decision model linking discrepancy 
theory to perceived risk and decision-type research. A scarce set of variables is 
used for modelling the pre-purchase, purchase and post-purchase phase. Five 
decision types are proposed and a bigger picture on consumer perception. decision 
making, and customer value creation is provided. 
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1 Introduction 

Numerous concepts assume that there are at least two routes to a decision: a more 
effonful and a less effortful one, the latter being a traditional core competency of 
consumer researchers (Rothschild 1984 ). Explanations are provided by involvement 
research (low effort stems from low involvement; e.g Krugman 1965), perceit•ed 
risk research (low effort stems from lack of risk; e.g., Bauer 1960), and decision 
type research (low effort stems from well-established buying cycles and is termed 
habitual behaviour, e.g .. Howard and Sheth 1%7). All three explanations are 
widely accepted and have a strong influence on marketing scholars and 
practitioners alike. 

Discrepancy theories have an even longer tradition and can be traced back at 
least to the ancient Greek. In marketing, they have turned out to be a particularly 
helpful in conceptualizing the customer satisfaction construct (Oliver 1980). 
According to these approaches, people compare their lives to multiple internal 
standards about products, other people, income, or goals. Standard disconfirrnation 
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may appear in both directions: If the standard is higher than the current signal 
("upward comparison") we will experience disappointment; if the reference point is 
:ower than the current signal ("downward comparison") we are pleased. Powers 
(1973) with his contribution shows that such comparisons can be conceptualized 
within a hierarchical control-system. Rooted in Norbert Wiener's cybernetic 
approach, he proposes to grasp behaviour as the control of input, not output. The 
input quantities are compared to internal reference signals. In case of a deviation we 
experience a disturbance and continue to alter the input quantities until the refer-
ence signal is met within a zone of tolerance. Reference signals are hierarchically 
organized meaning that the higher order system (e.g., a goal) controls the lower 
order system (e.g., an activity). 

The purpose of this paper is to unify the seminal and influential research streams 
mentioned above. By borrowing Power's fundamental idea a respective model is 
presented, offering a bigger picture on human life, decision making, and satisfac-
tion. Given that the foremost purpose of economy is to contribute to the prosperity 
of the customer, a better understanding of decision processes enhances substantially 
the understanding of value creation in markets, in particular the creation of cus-
tomer value. Empirical results are not presented herein. Despite their supporting 
evidence they will have to be reported separately due to volume restrictions. 

2 The Proposed Model 

The model is depicted in Fig. I. It shows perception as a continuous construction 
process by a perceiving Me (area above broken line) dealing with entities E (people, 
objects, brands, activities, information, bodily sensations etc.) coming from the 
peripheral nervous system (area below broken line). 

The Me selects from the environment what (I) is necessary to keep control of 
current activities, (2) has a chance of giving pleasure or meets our momentary 
interests, (3) could be threatening. For instance, while driving through town, we (I) 
check the traffic peripherally while keeping our attention system free for (2) a 
billboard with a funny picture, or (3) a pedestrian that might overlook us. Most 
entities do not meet these conditions, thus they are non-existent (Eo in Fig. I). In 
order to master this control process and to manoeuvre through the enviromnent the 
brain creates models of the world which are called schemata (S), permanent and 
implicit patterns produced together with each output of the system regarding the 
question what will or should happen next and compared with respective answers 
from the input system on what actually happens next ( E 1). 

Three of the hierarchies proposed by Powers have to be especially pointed out (as 
partly proposed by von Glasersfeld 1997): (l) /ower-order quantities where entities, 
such as two prices, are compared with each other; (2) higher-order quantities, 
meaning comparisons between an entity, such as a price, and a schema, such as the 
expected price; and (3) mental operations, which address comparison processes 
between schemata. forecasting events by asking what-wou/d-luJppen-if-questions. 
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Fig. 1 A cybernetic model of problem solving, decision making and value creation (Adapted from 
Kraigher-Krainer 2007) 

As mental operations are not bound to reality, they are, in principle, unlimited. 
However, they shape our schemata, which then are confronted with reality and 
ultimately turn out to be viable - which means that they work -or not which causes 
positive or negative surprise. 

Schemata define to a large extent what we perceive and what we perceive is 
always relative to them (product quality, service performance, price perception, 
information coUection etc.). Their zone of tolerance depends on our motivation and 
they may also drift without a discrepancy owing to habituation (Solomon 1980); 
assimilation (Piaget I 963); mere exposure (Zajonc I 968); incidental (Shapiro et al. 
1997) or non-declaratory learning (Knowlton and Squire 1994); or forgetting. In the 
course of time we may even forget executed schema updates and behavioural 
change and fall back into a former schema. However, only as a consequence of 
schema discrepancy do we start consciously assessing, comparing, modifying, 
giving up existing schemata or developing new ones. Of course, may we prefer to 
ignore or suppress the deviation or apply perceptual defence mechanisms? Dis-
satisfaction, for instance, combined with an awareness of high switching costs may 
then lead to a state of happy inertia (White and Yanamandnun 2004). lmplicit and 
explicit schema updates increase or decrease expectancies which then serve as a 
reference point for the next perception, a continuous process that has been fittingly 
called a hedonic treadmill by Brickman and Campbell ( 1971 ). 

2.1 Habit 

As long as a given entity fits the corresponding schema within a zone of tolerance, 
we are in the realm of habit. It is proposed that habitual behaviour does not engage 
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consciousness, that the vast majority of our daily activities rest on habits and that 
we do not learn in this state. From a cognitive point of view, a man primarily driven 
by his subconscious habits must appear provocative. However, more recent 
research on savants (Snyder 2001) uncovers that not handling similar events as 
practically equal. significantly diminishes the ability to cope with everyday life. 

Consumer research showed interest in habits probably before any other field of 
research (Duesenberry 1949: Katona 1953). Later studies suggest that habits: 
protect the bottleneck attention (Csikszentmihalyi 1990); help in the efficient 
management of limited cognitive resources (Khare and Inman 2006); are an 
important explanation for customer loyalty over and above satisfaction (Burnham 
et al. 2003); settle down relatively early (Charlton and Ehrenberg 1976) and then 
resist change (Fiske and Taylor 1984); can be better predictors of behaviour than 
attitudes or involvement (Gregory and Di Leo 2003); and can be observed in 
different cultures (Lin and Chang 2003) and consumer- as well as industrial markets 
(SOderlund et al. 200 I). Thus a better understanding of the working principle of 
habits may be crucial for broadening customer loyalty (Uncles et al. 2003) or 
research on regret (Zeelenberg and Pieters 2004). 

It is important to note that, of course, habits are much more than brand habits 
(East et al. 1994). Networks of schemata regarding shopping hours, shopping days, 
product categories, price categories, ways of cuing price cuts, processing modes. 
ways of using a product, family routines, job-related aspects, routes through town, 
store habits, financial and banking routines, information source habits etc. are 
complexly intertwined thus mutually stabilizing and making each other resistant 
to change. Out of this iceberg arise momentary deviations which are processed but 
not without relying on the invisible bulk of internalized routines at the same time. 

2.2 AJfect 

In psychology as well as in marketing. one crucial question is: What makes people 
become consciously aware of something, of some entity, say a marketing impulse? 
It is proposed that it is the unusual entity, the deviation from the subjective norm, 
which interrupts habits and routines. The resulting schema discrepancy evokes an 
emotional reaction of surprise (Vanhamme 2000) which is experienced as either 
positive and pleasant - signalling success and further pleasure - or negative and 
disappointing- signalling failures and potential threats. 

The interrupting function of emotions in whatever we are currently doing is well 
documented in literature (Ledoux 1996): Emotions provide information regarding the 
on-going match between an organism and its environment (Schwarz and Clore 1983) 
through their updating function and in order to stay in contact with that environment 
(Fiedler and Bless 2000). Gross ( 1998) offers a review on approaches grasping 
emotion as stemming from a discrepancy between goals and reality. The conceptuali-
zation herein proposes that any conscious dealing with a matter starts with a specific 
emotion. namely surprise. which triggers cognitions which trigger emotions and so on. 
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Affects- as the" ... superordinate category for valenced states ... "(Gross 1998) -
are herein defined as evaluative statements of pleasure or displeasure in the course 
of system-environment-interactions which stimulate cognitive processes such as 
appraisal of potential risk, labelling, and attribution processes; drive actions; assess 
these actions; and may thereby induce learning and behavioural change. They have 
(I) an emotive short-term function of surprise, which signals (a) benefit vs. harm 
potentials (Lazarus 1991) and/or (b) success vs. problems with on-going plans 
(Bagozzi et al. 1999) both due to a schema discrepancy; (2) a motivational 
medium-term function, as on-going short-term emotions of the same valence 
constitute intrinsic vs. extrinsic motivation sensu Deci and Ryan (1985); (3) an 
atmospheric long-term function, as on-going medium-term emotions of the same 
valence constitute mood, lasting from hours to weeks, being no longer related to 
any specific entity and mainly subconscious or of peripheral consciousness (Pham 
1998); and (4) a very-long-term trait function, which lets some purchasers appear 
more as recreational and others more as economic shoppers throughout different 
product categories (Bellenger and Korgaonkar 1980). 

Man is viewed as a hedonic man seeking pleasure, avoiding pain and trying to 
manage his affects correspondingly. As always seeking pleasure by following one's 
impulses can cause future pain, our decisions have to be balanced between momen-
tary impulses and future-oriented impulse control (Tice et al. 2001). Both the 
hedonic man hypothesis (Gendolla 2000) and the mood management hypothesis 
(Gross 1998) are empirically and theoretically well supported. They can be trans-
ferred to each other (Andrade 2005) as well as to the motivation construct (Bagozzi 
et al. 1999): If we pursue promotion goals, we seek pleasure: and if we pursue 
prevention goals, we aim to avoid pain (Aaker and Lee 200 I). In terms of the Self 
Determination Theory (Deci and Ryan 1985), seeking pleasure is called inn·insic 
motivation and avoiding pain is called extrinsic motivation. Distinguishing intrinsic 
from extrinsic purchases contributes significantly to better understanding the nature 
of customer decisions (Kraigher-Krainer 2006). 

It is important to note that intrinsic motivation requires a can-condition (i.e., 
opportunities such as access to relevant information or abilities like cognitive 
capacity or money) over and above the want-condition. If one of these is lacking, 
or if they vanish during a decision-making process, a formerly intrinsic motivation 
will become extrinsic. In the proposed loop-model this assumption can be well 
reasoned: A lacking can-condition during a process results in an accumulation of 
disappointing experiences (no advice, wrong information. time pressure. limited 
financial or cognitive capacities) and turns the motivation into extrinsic (remember 
that emotions not only signal benefit vs. harm potentials but success vs. problems 
with on-going plans as well). 

2.3 Cognition 

The cognitive system is conceptualized around the perceived-risk-concept, much in 
the original sense of Bauer's ( 1960) risk of not anticipated- hence schema-discrepant 
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- unpleasant consequences. Whereas the affect system tells us about momentary 
pleasure or pain, perceived risk brings the past-future-dimension and the fear of 
future loss of resources into play. 

What is ultimately seen as a resource is again subjective and dynamic: Health, a 
partner, intelligence, personal assets, money. image and good relations, time, 
freedom, power, a job, a property and so on. However, as contrasted to Foa and 
Foa's (1976) resource theory of social exchange, love. for instance is not seen as a 
resource here, but rather as a pleasant state arising from resources such as attrac-
tiveness, charisma, prestige, money or the like. Finalizing actions are postponed 
and risk-reducing activities are likely to appear- note that in Fig. 1, the decision 
types three and four do not directly lead to exchange, but to risk reduction activities, 
instead. 

Such activities include diligent preplanning and travelling to more distant stores, 
more systematic and effortful collection of information, asking or observing others, 
utilizing different kinds of guarantees, making trial purchases, renting instead of 
buying, altering purchase goals, bargaining and bluffing by showing not the 
slightest interest or pretending to have a purchase intention in order to obtain free 
consultation or to gain market transparency. 

As soon as the judgment certainty has sufficiently increased and as long as the 
acquisition motivation still exceeds the now expected loss, a consequent exchange 
is likely which either results in the expected, or an unexpected loss of resources. 
However, risk-reduction attempts may not be successful or may even further 
incre~e perceived risk and therefore lead to the abandorunent of a purchase 
intention or to a switch from intrinsic to extrinsic motivation. Furthermore, one 
possible action mentioned by Bauer (1960) is that we sometimes rush through a 
decision process with rapidity before having properly reduced risk. 

2.4 Decision Types 

Decision types are seen as prototypes rather than neatly sorted purchase behaviours. 
On the contrary, in a dynamic model one can assume, that during on-going loops, a 
mixture of more or all prototypes will be involved as motivation and risk perception 
go up and down. However, it is quite possible to assign most purchase tasks to one 
of these types due to the respective dominance of that type. As habit behaviour does 
not engage cognitive activity it is not a decision in a narrower sense and is thus dealt 
with earlier in this paper in the Habit section. 

Impulsive behaviour (No. 1 in Fig. I). Antecedents are pleasant schema 
discrepancies (SO~ which break routines (Stem 1962) combined with low or no 
risk perception. Buying impulses do not necessarily lead to an impulse buy. Instead 
all the other decision types may emerge while checking on the on-going pleasant-
ness and perceived risk. This can only be conceptualized within a dynamic model. 
Maybe, this is why it h~ been so difficult so far, to explain the difference between, 
for instance, pure impulse buying and suggestion impulse buying (Stem 1962): 
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Pure impulse buying remains in the intrinsic/no risk condition, whereas suggestion 
impulse buying starts with an impulse (a sudden urge, e.g.) and then develops to 
another decision type such as extensive behaviour. 

Miserly behaviour (No. 2 in Fig. 1). Antecedents are negative schema 
discrepancies (SD-) plus low risk perception. All behaviour resulting from nega-
tive surprise means dealing with a situation not because it is inherently pleasant, but 
instead in order to reach a separate future outcome - remember the hedonic man 
assumption. Many shopping duties for everyday items are assumed to be of this 
kind as everyday means boring and repetitive. The most efficient effort-minimizing 
strategy would, of course, be habitual behaviour. However, in the case of these 
habits being interrupted by an initial disappointment (product is out of stock, store 
is closed, price has increased, variants have increased confusingly, dissatisfaction 
with product, a family member objects to this particular brand, product is said to be 
harmful or unsafe, a bulky or heavy item has to be transported etc.) we are now 
forced to allocate some minimum effort to resolving exactly this problem at hand. 

Vicarious behaviour (No. 3 in Fig. 1). Antecedent conditions are unpleasant 
schema discrepancies connected with high risk perception. Such a constellation 
inevitably causes a mood management dilemma: Diligently elaborating the prob-
lem means continuing momentary displeasure, whereas a quick and simple method 
(as applied to miserly decisions) would lead to the threat of unexpected loss and 
subsequent future displeasure. The foremost strategy to escape from such a 
dilemma is trust. Of course this can mean trust in well-known brands, expensive 
products, stores with a good reputation etc.; yet, the most reliable and immediate 
source for solving complex problems will always be other people (individuals and 
groups, family or peer-based, paid or unpaid, professional or personal) if these 
people exceed a critical level of credibility and competence. 

Extensive behaviour (No. 4 in Fig. 1). Antecedents are positive schema 
discrepancies combined with high risk perception. If we enjoy a task, we have 
arrived at the state a hedonic man is aiming for and (unlike in the case of unpleasant 
tasks) time is not an issue, and we prefer to evoke mood-maintenance-tendencies 
rather than just getting the job done. However- recalling the can/want-condition-
if we face major limitations the decision type might eventually tum into vicarious 
decision making or into abandoning or postponing the decision (see Eo in Fig. 1). 

2.5 Further Assumptions and Propositions on Decision Types 

As mentioned before, the intensity of processing depends on the perceived risk. 
Cognition directly and stronger affects information processing. However, affect 
and cognition contribute independently of each other to explaining information 
processing so that the combined view better uncovers its whole nature. Generally 
speaking, the cognitive dimension explains if and why there is a need for infor-
mation, whereas the affective dimension explains, how information is processed 
(if at all) and which types of sources are preferred. 
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2.6 Post Purchase Phase and Mixed Emotions 

As mentioned before, we sometimes tend to rush through a decision process with 
rapidity before having reduced risk properly, putting up with all the possible 
consequences such a behaviour can generate, namely unexpected loss of resources 
and a subsequent loss of good mood. If this happens, a very likely reaction will 
be all sorts of mental operations, particularly why-questions and corresponding 
attribution processes. 

Heider ( 1958) makes it quite plain that attribution processes arise from schema-
discrepant experiences. Thus perceived responsibilities resulting from an outcome 
will depend on the motivation and abilities of the person involved (see can/want-
condition) as well as on environmental factors such as task difficulty, intentions of 
others or simply luck. Whereas schema discrepancy first evokes a primary emotion 
of surprise, which is of low certainty (Lerner and Keltner 2000), during such mental 
operations different emotional qualities with higher certainty emerge, depending on 
the outcome of the respective attribution processes. If we had rushed through the 
process, we might experience guilt or regret, whereas if we had diligently processed 
all available information, we might feel rattled, afraid, sad or powerless. If we 
blame another person, rage or anger may emerge, blaming fate might make us feel 
depressed or jealous. Such emotions not only prompt us to question/update 
our schemata, they also give directions regarding their cause-effect-relationshlp. 
As a consequence, this conceptualization suggests that the particular form of 
dissatisfaction (e.g., with a brand) depends on negative disconfirmation plus the 
subjective outcome of corresponding attribution processes. 

3 Implications 

Moorthy's (1997) review on consumer information search concludes ·• . . . by 
emphasizing the need for a more careful study of the allocation of search effort 
across information sources . . . The value of different information sources, and the 
difficulty of accessing them. are important issues in determining how customers 
search." This model attempts to bridge the gaps between prominent constructs and 
offers insights into exactly these consequent information and decision patterns 
by proposing five distinct behaviour types: 

Habit behaviour is not the consequence of low involvement, but instead a 
separate behavioural pattern before any cognition (Katona 1953), thus before any 
involvement. The conceptualization herein suggests that involvement stems from 
two uncorrelated constructs, an emotional evaluation of task pleasantness. and a 
cognitive assessment of potential unexpected loss. Thus, involvement has four 
distinct states which allow for the assignment of four distinct consequent decision 
types. By clearing both dimensions of elements of the other. emotion tum out to 
be the instance that tells the perceiver what is {un)pleasant right now, whereas 
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cognition appears to be the instance with a different logic or language: it takes care 
of the perceiver's resources and speaks the language of potential future loss. 
Emotions have no cognitive component (like the dominant conceptualization of 
attitudes would suggest) whereas cognitions have no evaluative component (as the 
two-component conceptualization of perceived risk would suggest). 

These habits are presented as a powerful, indispensable and fundamental filter 
system. Thus man is neither busy, nor lazy (McGuire 1969), but rather pragmatic. 
This mechanism has to be conceptualized more prominently in behavioural models-
especially nowadays where the consumer is confronted with thousands of marketing 
impulses each and every day. Furthermore, habitual behaviour is not a product-
related single phenomenon but instead embedded in networks of other habits. 
Buying a new product may appear quite familiar if our habits regarding store, 
brand, or sales clerk are well established. For the same reason, habitual behaviour 
does not necessarily mean always purchasing the same brand. We can also get used 
to always picking out the cheapest brand within a category if we do not see other 
differences. Habits also shed a different light on prominent phenomena such as 
loyalty or variety seeking. 

In recent years, considerable effort has been devoted to understanding the 
interaction between emotion and cognition. Unfortunately. " ... the mechanisms 
linking affect to thinking and judgment remain incompletely understood." (Forgas 
1995). Similarly, Gendolla (2000) states that" ... an integrative theoretical frame-
work making a small set of general predictions on how and when cognitive 
processes and hedonic motivation operate is still far from being available." and 
Bagozzi et al. (1999) note that we are" ... only beginning to understand the role of 
emotions in marketing ... " However, here is an attempt to explain the working 
principle of emotions. Emotions break routines by signalling a deviation from the 
norm and by generating a primal reaction of surprise. They trigger attention and 
consciousness and then function as the contemporary evaluative how-does-it-feel-
right-now-instance. The cognitive system, on the other hand, works as a kind of 
probability calculator that estimates the amount of resources at stake in future 
derived from past observations. If it identifies uncertainty. it forces the system to 
improve the judgmental certainty to come to a sound calculation before finalizing 
action. 

As regarding decision types the proposed model not only offers a clear assign-
ment of involvement patterns to decision types but also generates new decision 
types with high explanatory power: vicarious and miserly behaviour. The develop-
ment of vicarious behaviour rests on observations in the insurance industry, where 
customers frequently report that they experience high risk and at the same time high 
unpleasantness when it comes to signing an insurance contract. Following the 
traditional models, high risk unconditionally leads to a diligent decision process 
and cognitive engagement, but customers do not show this. Rather they report to 
more or Jess rely on the recommendations of their agent or they sign contracts in 
blank, which again illustrates the explanatory power of the emotional dimension 
over and above a risk dimension. Miserly behaviour, on the other hand, illustrates 
that, yes, customers are cognitive misers under certain conditions, namely if the 
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decision process is unpleasant, whereas they are not if intrinsically motivated. As 
regarding the on-going discussion on whether man is a better decision maker in a 
good or a bad mood (Cryder et al. 2008). this model indicates and explains why he 
makes better decisions when in a good mood. Therapy shopping doesn't seem to 
work well! 

3.1 Manageriallnsights 

Involvement, perceived risk and decision types all had and still have an impact on 
the daily tasks of marketers and hopefully this paper will further contribute. Yet 
marketing has meanwhile significantly shifted its focus from what is termed old to a 
new marketing thinking. There are several reasons why managers might benefit 
from applying this model to their new tasks: 

First, new marketing manages on-going relations instead of single transactions, a 
shift that calls for respective frameworks. This loop-model provides such an on-
going perception process. It depicts pre-purchase, purchase, and post purchase 
phases at the same time, making it plain, that customers, of course, do not follow 
a different logic before and after a purchase decision: in the pre-purchase phase, a 
schema discrepancy stems either from a downward move of the actual state (need 
recognition), indicated by E 1 < Sccon.r.); or from an upward move of the ideal state 
(opportunity recognition), indicated by E1cconst.) < S (Brunner and Pomazal 1988). 
Similarly, the counterfactual thinking after an action shapes the prefactual thinking 
(Dhar and Wenenbroch 2000) of the upcoming action. This difference between a 
loop model and an SOR-model is as big as the difference between a customer 
database that is continuous! y updated with each touch point of the customer and his 
supplier and a database consisting of old data once recorded by a trainee. 

Second, models for practitioners have to work with a limited set of variables 
(Mitchell 1999). The proposed one aims to offer exactly this: Prominent constructs 
are related to each other, influential theories from the social sciences are embedded, 
and the model takes developments in other disciplines such as system theory, or 
brain research into account and thus reaches out as suggested by Wells (1993). 
Compared to existing purchase models like Howard and Sheth's (1967) well 
recognized one, this one depicts customers' worlds with a fraction of the constructs 
and goes beyond single transactions at the same time. Of course, the model, like all 
models, still is a compromise between precision and practicability similar to a city 
map. 

Third. another important improvement is the choice of a constructionist para-
digm. This may contribute in encouraging managers to always look through the 
customer's and not their own eyes (Levitt 1960). Mixing up or equating customer 
perception with company perception is one if not the foremost source of 
shortcomings and failures in management: selling products instead of solutions, 
calling the customer irrational, if he does not buy, defining competition from the 
company's perspective, trying to understand markets from the boardroom etc. 
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Meyer and Schwager (2007), for instance, find in a study that only 8% of the 
customers describe their past ellperiences with companies as superior, yet 80% of 
the companies surveyed believe that the experience they have been providing is 
indeed superior. Peter Drucker has put a lot of emphasis on ellplaining the impor-
tance of the customer perspective Even in 1954 (p. 36), he notes: "Marketing . . . is 
the whole business seen from the point of view of its final result, that is, from the 
customer's point of view." Correspondingly, "Customer value is market perceived 
quality adjusted for the relative price of your products." (Gale 1994) which com-
pellingly leads to a constructive and relative conceptualization of customers' input/ 
output perceptions. The comparison to competition (market perceived) is 
conceptualized via the schema construct - remember that schemata are internal 
representations of how the world functions, thus the direct as well as the indirect 
competitors contribute to what can be ellpected and what not. Relative to how 
others perform a stable company peiformance will be perceived as poor (SD-); 
normal (E1 ::::: S) or superior (SD}. This idea is not new, yet for the first time it is 
part of a bigger picture on decision making. Furthermore, relative may be differing 
strongly from a company-defined set of competitors: through the eyes of the 
customer this may be one company, a subjectively perceived evoked set of actual 
competitors, or even non-competitors, depending on the task. A simplified defini-
tion of who shapes the customer's reference points wiU very likely be misleading 
(Drucker 1964). As regarding Gale's notion on the relative price, later 
developments broaden the price term which will be addressed below. 

Fourth and closely related to the last point, all constructs are conceptualized 
dynamically and the way customer perception is. In the course of time, reference 
points move up and down making the same performance disappointing one time 
and exciting another. Frequent price promotions, for instance, generate a positive 
swprise when first encountered, but shape the reference point at the same time. 
Sooner or later the promotion price will become the expected standard, and thus 
will not increase sales any longer but erode the brand. Similarly, promising more 
than the company can deliver will increase the reference point and inevitably lead 
to a disappointing experience of the customer. The emotion factor is equally 
dynamic: intrinsic motivation can easily become extrinsic if the customer is pressed 
for time, or accompanied by an extrinsically motivated friend, spouse or child, if a 
sales clerk intrudes, or the assortment is more than (s)he can handle. Correspond-
ingly, Iyengar and Lepper (2000) conclude that " . . . although the provision of 
extensive choices may sometimes still be seen as initially desirable, it may also 
prove unexpectedly demotivating in the end." Together with a dynamic understand-
ing of perceived risk the model- for the first time- enables the conceptualization of 
complex behavioural episodes such as a buying impulse that does not lead to an 
impulse buy or a purchase intention that is abandoned or postponed as well as an 
unintentional look around that eventually leads to a major expense. 

Fifth, the conceptualization allows for a deeper insight into the independent and 
significant contribution of the motivational and cognitive dimensions to decision 
making. Motivation explains why we do something and there are two reasons why 
we deal with products and services: either the offer is inherently pleasant or the task 
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has to be carried out to avoid even greater displeasure. If neither of the two fits, the 
perceiver is amotivated (Ryan and Deci 2000) and the stimulus disappears 
(E 1 --+ Eo). It is not only well documented in literature, but also obvious that 
processing is closely connected to the motivation term. Perceived risk, on the 
other hand, has more directly been related to information processing in literature. 
Managers can now find out more precisely when and why the customer perceives a 
need for information and which kind -depending on the experienced fear of loss; or 
when information is likely to be unwanted. Finally, researchers have criticized the 
fact that risk reduction is seen too narrowly as information collection (e.g., 
Gemiinden 1985); thus marketers have to be aware that in fact reducing risk entails 
a broad array of behaviours including information related, trust related, retreat 
related, or even deception related activities. 

Sixth, combining perceived risk with resource theory offers an improved insight 
into what the customer exactly fears to lose and finally loses. A precise understanding 
of the subjective and dynamic interaction of perceived risk as a prefactual event for a 
certain business and perceived loss as a counterfactual event appear indispensable for 
communication management as well as for after sales service. The broadened 
expenses-term in new marketing thinking is conceptualized hereby. Particularly in 
business-to-business markets, it is often not the sales price that makes the crucial 
difference; rather is it the sum of acquisition costs, usage costs, ownership costs, 
maintenance costs, and disposal costs. Time as a resource appears to be particularly 
complex and the exact role of time in shopping trips is far from being resolved. 
Frequently, time is conceptualized as a limited resource or constraint (Sheth 1983; 
Suri and Monroe 2003; Garbarino and Edell 1997), but as well as an abstract form of 
monetary invesbnent (Burnham et al. 2003: Schwartz 2004). "Time is a resource, as 
is money ... If time were not a resource, the concept of being busy would not exist" 
(Okada and Hoch 2004). From the hedonic-man position taken here it seems more 
appropriate, to primarily understand time as an inherent part of the end itself which 
sometimes is abstracted by us as some kind of resource, especially if we are pressed 
for time, or as some kind of invesbnent if we are extrinsically motivated. This would 
lead to the managerial conclusion that the company is rewarded for saving customer's 
time and effort only in the case of an extrinsic shopping tour, whereas time is more a 
positive outcome and thus kind of pleasant consumption that has to take time in the 
case of an intrinsic shopping tour- such as experiential shopping (Jones 1999). This 
again illustrates the importance of knowing the motivation that underlies a certain 
purchase or shopping trip. before investing in innovation, assortment, distribution, 
sales clerks, convenience. or POS-design. 

Seventh, the proposed model might help managers in understanding and better 
utilizing the power of WOM and actively managing it. There is not much WOM on 
low-risk-products, particularly if purchased habitually or in a miserly way (Walker 
1995). However, there is vital WOM on risky purchases, where extrinsically 
motivated customers serve as opinion seekers and intrinsically motivated customers 
as opinion leaders. Our recent research indicates that (I) in product categories 
where there is consensus on the high risk of the purchase. WOM is a factor which 
must not be overlooked: (2) if practically all customers are intrinsically motivated 
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(e.g .• holiday trips), WOM (face to face as well as web-based) will take the form of 
a vivid exchange of knowledge between customers-as-experts; (3) if one group or 
customers is intrinsically motivated whereas another group is extrinsically 
motivated (e.g., mobile phones) the former group will play an important role in 
the sense of opinion leaders and innovators/early adopters and the latter group will 
seek their advice and imitate them; (4) finally, if most or all customers are 
extrinsically motivated (e.g., insurances), no private opinion leaders (or informal 
consumer reports, as Bauer 1960 puts it) can be found by the opinion seekers. Here 
it is the company's task to not only diligently manage CoC-communication but 
also implement experts in form of sales clerks, agents, surrogates, or the like. 
Furthermore, as company run informants lack credibility due to their suspected 
intention and partiality, trust as a facet of the company culture appears to become a 
key success factor in such industries. This indicates that the biggest loss of the 
recent financial crisis was, indeed, the loss of trust. 

Eighth, further suggestions on communication policy are that ads play a more 
important role in confirming and stabilizing the habit behaviour of existing 
customers than suggested so far, whereas for the competition a major challenge is 
how to break up these habits by surprising people in a threefold way: (I) to receive 
their attention for a short period by well-established techniques such as humour, 
sex-appeal, unusual objects, fear appeals etc.- the easiest part of the job; (2) to keep 
attention and bridge to their offer - is much more difficult as customers identify 
mere ostentation very fast (Kroeber-Riel 1979); (3) if the supplier manages to 
convince the customer to give the product a try it is even more difficult to maintain 
the tension for several purchases so that the customer does not fall back into his 
former habit (e.g., by significantly impressing the customer with the first trials or by 
extending a promotion over a longer period). 

Ninth and finally it has to be noted that involvement (Tyebjee 1979), shopping 
motivation (Tauber 1972) and risk perception (Conchar et al. 2004) have all been 
identified as recommendable constructs for market segmentation. These constructs 
are combined and linked and related to five behavioural types, each following a 
different purchase pattern thus requiring a different marketing strategy. Treacy and 
Wiersema (1995), for instance, propose three strategic value disciplines. which 
remarkably correspond with three of the decision types here: operational excellence 
with miserly behaviour; product leadership with extensive behaviour; and customer 
intimacy with vicarious behaviour. Yet, a lot of further research is needed, e.g., on a 
fourth excellence position a company can take, namely an experiential position -
(sensu Holbrook and Hirschman 1982; Pine and Gilmore 1998) which might then 
tum out to correspond with impulsive behaviour. 

3.2 Limilations and Future Research Directions 

In this section, ideas for future research are presented which also shed a light on 
current limitations of the presented model. (I) The prominent conceptualization 
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of habits herein calls for more research and a more central integration of habits in 
frameworks on decision making; (2) schemata are conceptualized as brain-models 
of a piece of reality: The better these models, the higher the individual's chance 
of survival and success. However, to a certain extent, they seem to be shaped by 
wishful thinking as well. More research is needed to better understand under 
which conditions this wishful thinking unfolds its influence on reality construc-
tion; (3) More research into the role of reference points in perception processes 
would be equally useful combining existing research findings: attribution pro-
cesses are proposed to start with a schema discrepancy (Heider 1958). Estimates 
of physical objects are relative to personal values (Helson 1964) and social 
reference points (Asch 1956). Some interrupting event which breaks routines is 
proposed to be necessary to explain phenomena like cognitive effort (Garbarino 
and Edell 1997), impulsive behaviour (Stem 1962), interpersonal communication 
(Derbaix and Vanhamme 2003), or customer satisfaction (Hill 1986). Thus the 
interrupting function of emotions is well documented. However, in this paper it is 
specified that emotions do not directly intervene but arise from a schema discrep-
ancy and then interrupt habits and guide our attention. More research on grasping 
all such perception phenomena relative to a reference point may connect social 
sciences with system theory; (4) the model proposes a malleable zone of 
tolerance for the comparison process E 1 ::::l S. It would be helpful to better 
understand the function of this curve for (un)pleasant deviations, maybe by 
relating it to assimilation-contrast-approaches; (5) (dis)satisfaction appears 
as the result of not only expectancy disconfirmation, but rather of disconfirmation 
plus the subjective outcome of corresponding attribution processes. Combining 
attribution theory with the proposed model also sheds new light on the deve-
lopment of mixed emotions such as guilt. pride, helplessness, or anger in the 
course of post-purchase counterfactual thinking; an idea which might broaden 
satisfaction research; (6) more research on decision types appears fruitful: 
vicarious behaviour, for instance, raises numerous questions such as which 
kinds of agents (friends, experts. surrogates, opinion leaders, market mavens, 
e.g., Solomon 1986; Feick and Price 1987) the decision maker will prefer in 
which situation; miserly behaviour could be an important explanation for the 
choice-paradox as it is still open to question " . . . what factors influence 
consumers' tendency to overestimate their need for the flexibility offered by 
larger assortments ... " (Chemev 2006); furthermore, much research is needed 
in the measurement of decision types. There are measures of consumers' ten-
dency to buy spontaneously, behave hedonically or be loyalty prone, but not of 
the different decision types; (7) finally, this proposed decision type termed 
vicarious may stimulate urgently needed research on WOM over and above the 
well documented post-purchase, dissatisfaction triggered WOM (de Matos and 
Rossi 2008). 
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4 Conclusions 

New marketing thinking shifts the focus from single transactions to on-going 
relationships and from company-delivered to customer-perceived vaJue relative to 
reference points. Models are therefore needed that: depict relationships between 
supply and demand as a dynamic and on-going process; put subjective customer 
value perception into the centre; show the company relative to competition through 
the eyes of customers; broaden the array of benefits and expenses that detenn.ine 
customer decisions; provide insights into what kinds of marketing efforts are (un) 
wanted when, and thus will (not) generate vaJue and finaJly put WOM in a broader 
context (Walker 1995). 

The gap between an expected and an actuaJ state has been proposed to trigger the 
first stage of decision making, namely the problem recognition (Brunner and 
Pomazal 1988) as well as the last stage, the post purchase satisfaction (Oliver 
1980). Thus it is fair to assume that comparison to a standard is a generaJ principle 
underlying the whole decision process. Furthermore, comparisons to standards and 
discrepancies are the foremost explanatory principle in the subjective well-being 
literature (MichaJos 1985). As such, the model presented herein attempts to con-
ceptualize a broad array of decision-related and satisfaction-related phenomena 
providing a bigger picture on customer satisfaction or even overall life-satisfaction 
of an individuaJ manoeuvring through his environment. It claims to contribute to 
bener understanding value creation in the purchase process as well as customers' 
pursuit of a valuable life in general. 
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