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To ease the effort required to make choices when customizing products for purchase, marketers frequently offer a recommendation.

Little is known about the impact recommendations have on customized choices. In this research, we suggest the effect the

recommendation level has on the final configured product depends on the starting point of customization. In three experiments, we

demonstrate how a recommended option level significantly influences the final choice when customers are given a base option and

allowed to trade-up (building-up strategy), but does not influence final choice when given the maximum level option and allowed to

trade-down (paring-down strategy). The dominance of features over price in influencing purchase decisions leads to more saliency of

the recommendation in the paring-down strategy than in the building-up strategy. This leads to a shift of reference point from base

attribute to recommended attribute in the building-up strategy, but not in the paring-down strategy. These findings have implications

for marketers offering customized product options, and shed light onto conditions of reference point shift when decision making.
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EXTENDED ABSTRACT
As a result of recent advances in production and selling

technologies, firms are increasingly offering their customers a
degree of customization in their product offerings. Although offer-
ing customized products benefits the firm as well as customers
(Dellaert and Stremersch 2005; Dewan et al. 2003; Syam and
Kumar 2006), the degree of mental effort required to make a
purchase is considerably more than when decisions on attribute
inclusion or exclusion are not required (Bettman et al. 1990;
Dellaert and Stremersch 2005; Payne et al. 1993; Shugan 1980). To
ease this effort, firms such as Dell offer a recommendation of which
attribute to choose. For example Dell, in addition to offering several
sizes of hard drive to the consumer, will also recommend one of the
options (say, 240 GB hard drive). Little is known about how
recommendations such as these offered during a product
customization task influence decision making. In this research, we
studied the impact recommendations have on customized choices.

We evaluated the effect of recommendation in two types of
customization strategy. In the first type, participants were given a
base model notebook computer (default model) and invited to
increase attribute level options to their desired configuration (more
hard drive space, more memory, faster CPU etc.). In the second
customization strategy, participants were given a fully featured
notebook computer (default model), and invited to remove attribute
option levels they did not need. When no recommendations are
offered by the vendor, the default configuration provides a point of
reference from which decisions to add or remove options are made.
However, when a recommendation is offered, there exists two
points of reference, one is the default configuration, and the other
is the recommended configuration. Based on prior research, we
suggest that consumers will be influenced by one of the reference
points more than the other, depending on the relative salience of the
reference point (Crum et al. 1981; Kahneman and Tversky 1979;
Kristensen and Garling 1997; March and Shapira 1987; March and
Shapira 1992; White et al. 1994)). The salience of the reference
point is a function of feature specification, with higher feature
specifications having more salience than lower feature specifica-
tions.

We hypothesized that 1). When adding options, the price of the
final configured product for those given a recommendation will be
significantly higher than those not given a recommendation; 2)
When removing options, the price of the final configured product
for those given a recommendation will not be significantly different
from those not given a recommendation, and; 3) People will have
more recommendation-based thoughts when adding options than
when removing options.

Our hypotheses were tested in three experiments. Study 1 was
a 2 (Customization Strategy: Building-up/Paring-down) x 2 (Rec-
ommendation: Yes/No) between-subjects design conducted online.
Participants were given the chance to customize a computer online,
either by adding or removing attributes, in a similar fashion to the
Dell.com website. For those in the paring down condition, the
highest level of each attribute was pre-selected (default option). For
those in the building up condition, the lowest level of each attribute
was pre-selected (default option). Recommendation was also ma-
nipulated between subjects, and operationalized as a suggestion to

choose the mid range option level of each attribute. Final config-
ured price was the dependent variable. Hypotheses 1 and 2 were
tested and supported.

In study two, the design was the same, but with a bigger range
of attribute levels given for each attribute, and two extra conditions
of a higher level recommendation (two-thirds of the way up the
range of level options), and a lower recommendation (one-third of
the way up). Although we again found support for the hypotheses
1 and 2, the results suggested that when the price of the recom-
mended option is too high, people will not respond to the recom-
mendation as they would when the recommendation was at the
middle option level.

In study 3, the design was similar to studies 1 and 2, but the
recommendation was manipulated within subjects to evaluate the
robustness of the effects. Also included in study 3 were open ended
and scale questions to compare the number of recommendation-
based thoughts in each condition to test hypothesis 3. We found that
participants had more number of recommendation-based thoughts
when building-up than when paring-down, indicating the greater
influence of the recommendation when building-up. Second, con-
sumers using a building-up customization strategy had equal num-
ber of feature-based and price-based thoughts, indicative of the
recommendation becoming more salient, leading to reference point
shifting from the base model to the recommended level. Third,
consumers in the paring-down customization strategy had a greater
number of feature-based thoughts than price-based thoughts, in-
dicative of the recommendation not becoming salient, leading to the
reference point not shifting to the recommended option. Taken
together, the open-ended responses provide evidence that the refer-
ence-point may shift in the building-up strategy but not in the
paring-down strategy.

Overall, our results suggest that recommendations influence
decisions adding options, but are ignored when removing options.
These findings have implications for marketers offering custom-
ized product options, and shed light onto conditions of reference
point shift when decision making.
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