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ABSTRACT

Consumers encounter countless products and services every day. As a result, they are bound to be
exposed to endless numbers—-that is, prices. In such an environment, incidental prices surrounding
consumers could affect consumers’ internal reference price for the target product as anchors. This, in
turn, may well significantly influence consumer choice. Building on the recent field studies that
documented the anchoring effect of incidental prices (Nunes and Boatwright 2004), this research
explores the boundary conditions for the effect of incidentally exposed prices on the consumers’
willingness to pay for a target product. Furthermore, this study investigates psychological mechanisms
underlying the impact of incidental prices on the willingness to pay for a target product.

In Experiment 1, we predicted the anchoring effect of incidental prices on the willingness to pay
for the target product (hypothesis 1) and the moderating influence of purchase goal (hedonic vs.
utilitarian) on the anchoring effect of incidental prices (hypothesis 2). To test hypotheses 1 and 2,
Experiment 1 adopted a 2 (anchor: high vs. low) X 2 (purchase goal: utilitarian vs. hedonic)
between-subjects factorial design. The results of Experiment 1 showed that consumers exposed to the
high level of unrelated product prices expressed higher willingness to pay for the target product (Mhign
= 954,300KRW) than those exposed to low prices (Miw = 771,300KRW) in the case of desktop
computer (F(1,145) = 13.35, p < .01). In the cases of running shoes (Mg = 154,400KRW vs. M,
= 94,300KRW, F(1,89) = 1028, p < .01) and MP3 players (Mg = 184,200KRW vs. M, =
113,900KRW, F(1,109) = 14.75, p < .0l), we observed similar patterns of results. Thus, hypothesis 1
was supported. For all three categories of desktop computers, running shoes and MP3 players, there
were significant interactions between purchase goal and the level of anchor (desktop computers:
F(1,145) = 8.85, p < .05, running shoes: F(1,89) = 4.44, p < .05, MP3 players: F(1,109) = 8.04, p <
.01). When consumers had hedonic purchase goals, those who were exposed to high anchors revealed
higher willingness to pay for the target product (Mcomputermign = 1,080,800KRW, Muming shoesmigh =
210,000KRW,  Moyspiayermicn = 224,800KRW) than those exposed to low anchors (Momputeriow =
745,700KRW, Muming shoesiow = 110,400KRW, Mupspiayeriow = 102,700KRW) for all three product
categories (p < .01). In contrast, when consumers had utilitarian goals, those who were exposed to
high anchors did not express significantly higher willingness to pay for the target product (Mcomputermigh
= 831,900KRW, Muuming shoesmich = 98,800KRW and Mpspiayermien = 143,600KRW) than those exposed
to low anchors (Meompuweriow = T95,100KRW, Muming  shoesiow = 78,200KRW and Mupsplayeriow =
125,200KRW). Thus, hypothesis 2 was supported.

In Experiments 2 and 3, we investigate the underlying mechanisms of the anchoring effect that
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occurs in the case of hedonic purchase goal by introducing the time delay and resource depletion as
experimental manipulations. In Experiment 2, we tested hypothesis 3, which posited that the anchoring
effect would be enhanced when consumers experience resource depletion. To test hypothesis 3,
Experiment 2 adopted a 2 (anchor: high vs. low) X 2 (resource depletion: no depletion vs. depletion)
between-subjects factorial design. The results show that the interaction effect between anchor and
resource depletion was significant (F(1,43) = 4.65, p < .05). Participants who experienced resource
depletion were more heavily influenced by the anchor compared with those who did not experience
resource depletion. Specifically, the impact of incidental prices (i.e., the anchoring effect) increased as
a result of resource depletion. Thus, hypothesis 3 was supported. In Experiment 3, we tested whether
incidental prices influence consumers’ decision making simply through cognitive associational processes
(hypothesis 4-1) or through motivational goal-related processes (hypothesis 4-2). Experiment 3 adopted
a 2 (anchor: high vs. low) x 2 (time delay: no delay vs. delay) between-subjects factorial design. The
interaction effect between anchor (high / low) and time delay was significant (F(1,89) = 3.10, p <
.10). The result showed that when time delay was introduced after participants encountered an anchor,
the anchoring effect diminished. This result reveals that the priming effect was mainly due to
cognitive association rather than goal priming. Thus, hypothesis 4-1 was supported.

Overall, this research identifies a boundary condition of the anchoring effect of incidental prices on
the willingness to pay for a target product, and clarifies psychological mechanisms underlying the
anchoring effect. The findings of this research can be used as a guideline for marketers to manage

environmental factors influencing consumers’ willingness to pay for a certain product/service.

Key words: anchoring effect, purchase goal, time delay, resource depletion,
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gg = 252 vs. Mgz = 504, 1(151) = 12.63, p < 0l),
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