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           Scarcity effects on impulsive consumers 
Introduction


Everyone is familiar with the terms 'only three left' or '90% sold out, be fast!' etc. This is quite a casual way of pointing out that the product you are looking at, is scarce. The  goal of this technique is to make consumer more curious about the product, which would  lead to increase in popularity and naturally increase in sales. Obviously, not everyone is evenly sensitive to this kind of information, so it is interesting to find out is how this concept works, whether it works at all and which group of consumers would probably be the most influenceable. A couple of theories will be applied, where under the scarcity principle. 

Scarcity

Scarcity is a fundamental concept in economics which can be represented by budget lines (scarcity of means) and by supply curves (scarcity of goods). Lower availability of goods will cause the prices to rise,  this in turn leads to decline of demand. (Lynn, 1989)
Scarcity principle is one of the six Cialdini's principles of influence and says that things are much more attractive when their availability is limited. In commodity theory, scarcity effects are applied on the value of all the possible things, from services to objects (commodity). Commodity is anything with usefulness to it's possessor and can be conveyed from person to person. (Lynn, 1991) This theory  says that the value (or desirability) of anything raises as it's 'unavailability' raises. 


Why is unavailability attractive?


The 'unavailability' of commodity can be operationalized as i) limits on the supply of the commodity, ii) costs of a commodity, iii) limitations of possessing a commodity, and/or iv) delays in providing a commodity (Brock, 1968). Unavailability gives consumer an idea of high quality of a product. The reason for this might be that consumer knows that everybody wants a high quality product. Knowing that and noticing that a product is (almost) unavailable makes him or her think that the reason for that is the high quality of the product. This results in his desire to also possess that product. 
Two main reasons of unavailability are categorized in two sections: products which are scarce because of its exclusivity (supply is limited) and products which are scarce because of it's popularity (demand is very high). 

 It is in consumers nature desire to be unique. But why? According to a few researches, the reason may be that a person gets feelings of personal distinctiveness or uniqueness when he or she possesses something scarce (Brock, 1968). This is also known as a snob effect. It has been proven that people do not want to be plain and similar to many others, and react negatively to that kind of information (Fromkin, 1972). 
But on the other hand, uniqueness is not always the reason for scarcity according to one of the conclusions of Lynn (1991). This is because consumers must balance their need-for-uniqueness with other goals such as assimilation and differentiation. In other words, they want to be socially accepted by others similar to them people. They do that by purchasing products which are desired by others similar to them. Thus the desire can be further increased when there is competition involved, consumer wants to distinguish oneself from others by purchasing something desired by others. That means that even consumers which have need for uniqueness can react positively to demand scarcity. 
As a result we get a quite interesting observation: consumers want to be similar to others, but at the same time want to distinguish themselves from others. 

In this research flight tickets and hotel rooms will be included. 

Neuroticism trait and it's link to the scarcity principle

So these are some interesting conditions for organizations to play on consumer's feelings and influence them in the way it benefits the organization. But what kind of consumers are more sensitive for that kind of influences? Every human being is different in his or her nature so it is quite interesting to take a look at that and combine this research with one of the Big Five Personality traits. This framework is a hierarchical model which represents personality traits with five broad factors. Each personality is at the broadest level of abstraction. The five traits are: extraversion, agreeableness, conscientiousness, neuroticism and openness. These factors summarize several more dimensions like sociability, which contains a great number of other more specific traits, like outgoing etc. So this model suggests that each person's personality can be summarized into five broad domains (Gosling, 2003). 
An interesting trait to combine with the way people choose is the neuroticism. As mentioned above, each trait is a general covering for many more characteristics which make this trait more concrete. One of those characteristics is impulsivity. People who are impulsive are more likely to act without giving a good thought about the situation which makes them an easy target to influence. Impulsivity also determines a great number of sub-characteristics, Depue and Collins (1999) note, `impulsivity comprises a heterogeneous cluster of lower-order traits that includes terms such as impulsivity, sensation seeking, risk-taking, novelty seeking, boldness, adventuresomeness, boredom susceptibility, unreliability, and unorderliness''. But there will be only three of distinct personality characteristics (which are relevant for this research) of impulsivity taken along in this experiment: sensation seeking, urgency and (lack of) premeditation (Whiteside, 2001).
- Urgency refers to committing rash or regrettable actions;
- Sensation seeking characteristic measures how much someone enjoys taking risks;
- (Lack of) Premeditation refers to how spontaneous a person is and whether he or she thinks [image: image1.png]W avaitabie
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twice before acting. 



Impulsivity plays a major role in understanding of various forms of psychopathology. It has been proven that impulsive people are more sensitive for addictions (Whiteside, 2001). So scoring high on this characteristics makes a person more influenceable and therefore maybe more sensitive for scarcity principle. That is an interesting aspect to find out, that's why the main question of this experiment is:

'Does scarcity principle has more effect on the subjects which are more impulsive?' 


The following hypotheses will be tested:


1) Lower availability triggers participants to pay more than the average price of the a) flight tickets and the b) hotel rooms than higher availability. So in other words, the products are more valuable when the availability is low.
2) The higher the impulsivity of the subject the higher the possibility he/she will be willing to pay more for the less available a) hotel rooms and b) flight tickets.
3) Premeditation, one of personality characteristics of impulsivity, is the most influential of all other characteristics. So the higher premeditation and the lower the availability, the higher the price respondent is willing to pay for a product.

Research design


Design and participants


The basis of this experiment will be a questionnaire which can be filled in online. The questionnaire is constructed into two parts. The first part will be a short personality test which consists questions about how impulsive a person is.
The second part will be a set of randomized questions about a product test situation in which subjects need to give their value for the product. Product will be described with a short story and will be visualized with an image. 

Subjects of this experiment are the students of Erasmus University Rotterdam. The subjects are not quite randomly selected since the questionnaire went around the ones circle. They will be asked to imagine a couple of situations and then answer a couple of questions. There are 202 participants (n=202) which have participated in the experiment. Unfortunately, four of the participants filled an inappropriate value of '1' for the product, which isn't considered as a serious answer and they are excluded from the experiment. 

Procedure 

Subjects will get an online questionnaire and will be asked to answer a couple of questions. 
The first part of the experiment is a small personality test which implies how impulsive a participant is. Those are divided into three groups, urgency, sensation seeking and premeditation, but subjects will be not able to see that. The main sentence will be 'I see myself as someone who...' which will be followed by some statements. Thereby a five-step scale from 1= “disagree strongly” to 5 = “agree strongly” will be used to measure each statement. Some of the statements are reverse statements and the lower the score for those statements the higher the score for the impulsiveness. 


After that, the experiment will be divided into four groups which will randomly get different set of questions. First set of questions will provide information with a full flight and a full hotel room, second an empty flight and an empty hotel, third an empty flight and a full hotel and finally the fourth set will provide full flight and an empty hotel. So every time a combination of two different products with their own description. This way there will be more variation in the experiment, it will better reveal the differences between  the 

willingness to pay. But more importantly, subjects will be less aware what the experiment expects from them, and will be more inclined to give a more accurate respond. For example, it would be obvious what the research is about when there would be a question about two types of flights near each other, less available and available. 
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Question sets about the flight tickets will come together with a description of the situation and an image of a boarding sketch with the availability of seats (Exhibits 1 and 2). Unavailable seats will be marked red. Available seats will be marked blue. There will be two of those images, each for the corresponding situation: less available flight with only 6 seats left and an 'empty' flight. There will also be mentioned how many people are looking at the less available option right now. This will be done because of the earlier mentioned competition argument and the fact that people want to possess something others also desire. Description of available and less available options will be the same, namely: 

“Imagine you are going on vacation in a few weeks and you have already booked your hotel room. The only thing left is to purchase a flight ticket. After searching the web you have finally found the perfect option. 
Imagine that the average price for the flight tickets to this destination is 250 euro. 
The following image shows the availability of the seats for this flight. 
Question: What are you willing to pay for this flight?”


Hotel room situation will also come together with a short description and an image (Exhibits 2 and 3) of the hotel room like you see it on the internet. Like the flight tickets there will also be two situations with the hotel rooms: available and less available. Less available picture of the hotel room will contain a line with 'only two rooms available' and 'there are 4 other people looking at this hotel room'. The full hotel option will not consist any of those messages. 
Description which attend to the hotel room option is: 


“Imagine you are going on vacation in few weeks and you have already booked your flight ticket. The only thing left is to book a hotel room at the place of your destination. After searching the web you have finally found the perfect option. 
Imagine that the average price for a comparable hotel room is 100 euro.
The following image shows the option you have found.
Question: What are you willing to pay for this option?”

A short explanation why the average price is being included in this experiment is that it's quite difficult for people to estimate the value of a flight ticket especially when there is no information where the flight is going to etc. The consequence of that - is anchoring, which means that people will report the price around the anchor value. That is not a problem in this experiment, because we only want to know the relative value of the outcome, so if respondents will value unavailable options above the average price etc. So because of the convenience reasoning the average price will be mentioned.


Research results 


After all the results are obtained, data must be ordered well in SPSS in order to run some tests.


Hypotheses 1

In order to find out whether participants are willing to pay more above the average price for the product with lower availability than for the higher availability, we need to run paired – samples t-test with a zero hypothesis    H0: μv = 0 which means that there is no difference between the average willingness to pay for available and less unavailable hotel rooms/ available and less available flight tickets. 
After running the test there can be concluded that respondents are on average willing to pay 21,14 euro more (M = 254,32; SD = 42,65) for the less available ticket rather than for (M = 233,18; SD = 35.36)  highly available flight ticket. This is an average statistical significant difference, t (95) = -3,895, p = 0,000, CI = [-31,92, -10,37], d = 21,55 (Table 1). H0 is rejected, so part a) from hypothesis 1 is true.
There can also be concluded that there is no significant difference between hotel rooms with different availability: t (95) = -1,2, p = 0,233, CI = [-12,2, 3,01], d = 15,21. H0 is accepted. Part b) of hypothesis 1 is not true. 
This difference can be explained with the fact that people may value accommodation less than the transport because if you do not have any transport, accommodation is not relevant. Because of that, subjects might think that flight tickets have the  priority of the vacation and a hotel room can be arranged on the spot.

Hypothesis 2

Assumption of the third hypothesis is that  respondents who score higher for impulsivity are willing to pay more for the less available a) hotel rooms and  b) flight tickets.
This also will be tested with a correlation coefficient t-test only this time not within the groups but within the products. Hotel room data will be divided into available and less available and then the correlations (if significant) will be compared with each other. The same goes for the flight tickets. 

Hotel rooms


After running a correlation test for the computed score pf the personality test for impulsivity SUM1 and HOT_NV1 we found no significant correlation between these two variables: r = 0,17 , p = 0,11 (Table 2). H0: ρ = 0 cannot be rejected. 
But then there appear to be significant correlation between SUM2 and HOT_V1, namely r = 0,31 , p = 0,002 < 0,01 (Table 3). H0: ρ = 0 is rejected. This implies that the higher the impulsivity score of the respondent, the more he or she is willing to pay for the less available hotel room. Part a) of the third hypothesis is true. 

Flight tickets

Significant correlation is found in both SUM1 and VLIEG_NV1,  SUM2 and VLIEG_V1      (r = 0,28 , p = 0,006 and r = 0,27 , p = 0,008 respectively – Table 12  and Table 4). This implies that the higher the impulsivity score of the respondent, the more he or she is willing to pay for the less available flight and for the  available flight. But if comparing, then the correlation between SUM1 and VLIEG_NV1 is stronger than the correlation between SUM2 and VLIEG_V1. This means that more impulsive respondents are willing to pay more for the flight which is less full.
Part b) of the hypothesis 3 can be rejected. 

Hypothesis 3

To prove that premeditation is the most influential variable which causes the respondent’s willingness to pay for the less available product rise, we run a correlation coefficient t –test. 
For the hotel room (HOT_V1) there are only two significant correlations between: the average price paid for the lower available hotel room (HOT_V1) and risk seeking (SENS_SEEK_2_2)/ premeditation (PREMED_2_2). 
For HOT_V1 and RISK_SEEK2_2 there is r = 0,32 , p = 0,001 (Table 5), which implies an average significant correlation and that the higher respondents score for the question which belongs to SENS_SEEK_2_2, the higher their willingness to pay for the less available hotel room.
Significant correlation between HOT_V1 and PREMED_2_2 implies a quite strong correlation of r = 0,5, p =  0,000, and means that the higher respondents score for the question which belongs to PREMED_2_2, the higher their willingness to pay for the less available hotel room. 
The same argumentation can be applied to the flight tickets. In this test there is only correlation found between VLIEG_V1 and SENS_SEEK_2_1/ URGENCY_2_2. 
For VLIEG_V1 and SENS_SEEK2_1 there is r = 0,43, p = 0,000 (Table 6), which implies an average significant correlation and that the higher respondents score for the question which belongs to SENS_SEEK_2_1, the higher their willingness to pay for the less available flight.
A weak significant correlation between VLIEG_V1 and URGENCY_2_2 implies r = 0,23, p =  0,025, and that the higher respondents score for the question which belongs to URGENCY_2_2, the higher their willingness to pay for the less available flight. 


Conclusion


The main goal of this research was to find out whether the scarcity principle has more effect on the subjects who are more impulsive. We found out from  researching  hypothesis 1 that on the average (not taking impulsivity into account) subjects are willing to pay more for the less available flight tickets than for the less available hotel rooms. The reason for this might be because subjects value the transportation  more, as without transportation  there is no need to worry about accommodation. Hypothesis 1 is therefore partly correct.
From hypothesis 2 there can be concluded that there is no correlation between impulsivity and available hotel rooms, but there is a significant correlation between impulsivity and less available hotel rooms. This implies that the higher the impulsivity the higher willingness to pay for the less available hotel room rather than for the available hotel room. 
 Second part of this hypothesis is quite surprising, because it suggests that more impulsivity means higher willingness to pay for the available flight tickets and less available flight tickets, but the correlation of the first set is higher. This suggests that respondents are earlier inclined to pay more for the less full flight than for the full flight. 
Thus hypothesis 2 is only partly true. 
Hypothesis 3 implies that only a couple of questions are influential for the willingness to pay. For the flight tickets the questions are: ‘ I see myself as someone who generally seeks new and exciting experiences and sensations’ and ‘ I see myself as someone who does things on impulse’. Both of the statements do not imply premeditation. For the hotel rooms the questions are: ‘ I see myself as someone who enjoys taking risks’ and ‘ I see myself as someone who makes  rash decisions’ . Only the last statement implies premeditation. This hypothesis thus cannot be supported. 
It’s quite difficult to say whether higher impulsivity results in higher value for the less available goods. In this research there are too many controversial outcomes which only in some cases indicates that connection. 






Limitations


There are a lot of catchy aspects which are extremely difficult to process in this research. While flaunting with your new exclusive pair of shoes, you can not exactly show off with the kind of airline company you flue. But also, for example, somebody can give less value to an almost full flight because of the busyness, less choices of seats etc. 
Hotel rooms are more likely to be desired when exclusive. Sleeping in a luxury hotel would be for example a good show off. But then again, some people do not care about the hotel they stay in, if only it is clean, for example. This discussion could go on forever, but the main thing which is clear is that everybody has different preferences.  
Further limitation is that the most of the personality test were high. This gives not that much room for the comparison with less and more impulsive people. 
Another limitation is that the test was only done by the students. Because of  that, this sample is quite limited. 
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Exhibit 1
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Exhibit 2
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Exhibit 3
[image: image4.png]Liberty Cenral Hotel Viy G 84
2y 3w
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