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We present evidence that consumers use the relative stocking level of available alternatives to infer the popularity of those alternatives

and then use the inferred popularity as an input in making choices. We suggest that even though consumers do not directly observe the

behavior(s) of their predecessors, they use this information to direct their own actions; a process we call an inferred informational

cascade. The relative-stocking-level effect is found to be robust in the presence of brand and quality information and also occurs in

contexts which might elicit extremeness aversion.
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EXTENDED ABSTRACT
Consumers use multiple heuristics in making (sometimes non-

optimal) choices. Here we introduce another heuristic, the relative-
stocking-level effect, which consumers use to choose among simi-
lar alternatives. Specifically, we present evidence that consumers
use the relative stocking level of available alternatives to infer the
popularity of those alternatives and then use the inferred popularity
as an input in making choices, leading them to select the less stocked
alternative. We suggest that even though consumers do not directly
observe the behavior(s) of their predecessors, they use stocking
levels to infer it, ignoring other information (e.g., brand and quality)
and potential extremeness aversion; a process we call an inferred
informational cascade. In other words, this paper investigates
whether informational cascades manifest themselves in the absence
of direct observation.

Participants in four studies made choices between intra-cat-
egory products, each of which was stocked at a different level. A
separate study (not reported here) also examined the effect of
different stocking levels when options were presented individually
and found no evidence of a stocking level effect, demonstrating that
it is a relative effect and, hence, not the same as a scarcity effect.

In study 1, participants chose items from three product catego-
ries (white wine, red wine and cheese) where two similar alterna-
tives were available. Across categories, 79% of respondents chose
the lesser-stocked alternative. Importantly, of those choosing the
lesser-stocked alternative, 52% reported perceived popularity of
that alternative as the main reason for their choice, supporting the
inferred informational cascade explanation. Interestingly, partici-
pants choosing the more-stocked alternative often gave product
appearance (the label) as an explanation which, since items here
(and in the other studies) were rotated (balanced) in the treatments,
seems to have been a convenient, and possibly post hoc, rationaliza-
tion.

Study 2 extended study 1 by increasing the number of alterna-
tives per category. Participants were asked to choose one white
wine and one red wine with each category offering three alterna-
tives stocked at three distinct levels. Replicating the results of study
1, participants preferred products that were relatively less stocked.
Across categories, 53% of participants chose the least-stocked
alternative, 32% chose the mid-stocked alternative and 15% chose
the most-stocked alternative. A binary logistic regression revealed
that stocking level was a significant predictor of preference. As in
study 1, participants choosing the lesser-stocked alternatives largely
indicated they had done so based on perceived popularity. Impor-
tantly, participants in this study most frequently chose the extreme
option, counter to what extremeness aversion would predict.

Neither of the first two studies provided participants with
information about the products other than their stocking levels and
a small picture of the items. Such information could potentially
reduce or eliminate the relative-stocking-level effect. Therefore, in
study 3, brand information was introduced. Participants were asked
to choose from six different product categories (paper towels, toilet
paper, air freshener, shampoo, deodorant and spray cleaner). To
simplify administration, the brands were combined into two equally
appealing groups of products. One brand from each category was
placed in Group A, and one in Group B. For example, the two brands
of paper towels were Scott (which was placed in Group A) and

Bounty (which was placed in group B). Pretests indicated that the
brands in each group were equally recognizable. As in study 1, all
choices were binary. Participants made their choices either from
sets where both products were equally stocked (these choices were
used to determine baseline preferences in each category) or where
one product was less stocked. Across brands, 53% of participants
preferred Group B products when both products were equally
stocked, which is not significantly different from chance. However,
when the brands in Group A were less stocked, they were preferred
by 60% of the participants. Similarly, when the brands from Group
B were less stocked, they were preferred by 63% of the participants.
Overall, lesser-stocked brands were preferred by 62% of the partici-
pants. Therefore, the relative-stocking-level effect still exists in the
presence of well-known brands.

Finally, in study 4 we directly tested whether participants were
making quality inferences based on perceived popularity. If partici-
pants make a quality inference, and use this information to make a
selection, this would suggest our explanation of inferred informa-
tional cascades is at best an indirect effect (with stocking leading to
a popularity inference which, in turn, leads to a quality inference).
Thus, each participant was provided a quality rating for each of the
alternatives. If a quality inference is driving the relative-stocking-
level effect, then participants’ choices should be random when the
products are of equal quality. However, even when both alterna-
tives were of equal quality, 78% to 85% chose the lesser-stocked
product, replicating the findings of study 1. When the lesser-
stocked alternative was of higher quality, 93% of participants
preferred it. Most interestingly, when the lesser-stocked alternative
was of lower quality, 27% of participants still preferred the lesser-
stocked alternative. Thus, the relative-stocking-level effect is not
dependent on quality inferences.

Taken together, the four studies present evidence that a rela-
tive-stocking-level effect exists and that it is robust in the face of
extremeness aversion and brand and quality information. That
participants choose the alternative they believe to be most popular,
and do so despite information suggesting this might be suboptimal,
supports our contention of the presence of an inferred informational
cascade.

This type of consumer behavior may have significant practical
implications for managers such as optimal stocking quantity and
restocking timing. Further, retailers could potentially use this
information to direct customers to more profitable private labels. It
also suggests consumer welfare may be decreased when consumers
utilize the “relative-stocking-level” heuristic. Finally, our findings
suggest that consumers do not have automatic negative reactions
towards either the brand (e.g., “This brand must not be good if they
don’t keep it in stock.”) or the store (e.g., “This store is disorga-
nized.”) when a product is not fully stocked. Instead, it seems that
consumers find imperfect stocking levels to be positive informa-
tion.


