80 | Economic Review 2002.10

Articles

IT



Considerations toward Modeling of Consumer Behavior

From the Viewpoint of Information Processing

Senior Associate  Seiji Shindo
Research Fellow NaoKi Nagashima

CONTENTS Introduction

Preceding Studies on Consumers’ Information Search

Reality of Consumers’ Information Search and Purchase Decision Making
Modeling of Consumer Behavior under Scarcity of Time

Conclusion

This paper addresses modeling of consumer behavior, with specific emphasis on information

SUMMARY search and decision making processes. The following are the main points of this paper.

1.

Search cost that consumers incur in decision-making processes when they purchase goods or
services consists not only of the financial cost involved but also of the time they need to spend
on information gathering. Moreover, according to what consumers recognize, information-
gathering process constitutes the substantial part of search cost that ordinary consumers have to
face. Therefore, even when financial cost is negligible, consumers are likely to stop
information search, when time cost that they recognize exceeds the expected benefit.
Furthermore, the existence of search cost causes consumers to use heuristics, rather than
maximize their utility, when they make decisions for purchasing.

Internet is helpful in saving information search by making it short and efficient. However, the
information obtained is useful only after being processed by the user; such as being read and
considered so as to be applied to practical contexts. Any communication technology, including
Internet, cannot substitute this process. This fact leads to the conclusion that the spread of
Internet is not enough to alleviate information asymmetry and has a limited effect on reducing

transaction cost.

Consumers change their ways of information search and decision making patterns, depending
on whether the item they are considering is high involvement good or low involvement one. If
they are considering a high involvement item, information search is extensive and the decision
making processes involves several steps, including direct contact with the very item. On the
other hand, if the item is low involvement one, consumers tend to save time cost by omitting the
information search process, resulting in making a decision for purchase based solely on
experience, inertia, or atmosphere. This feature of consumer behavior, particularly observed in
purchasing decision-making, suggests that it is important for marketers to fully consider the
involvement level of the item they are dealing with, to the targeted group of consumers.
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