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Introduction

It’s largely understood that ratings and reviews play a big
role in consumers’ purchase decisions. In fact, previous
PowerReviews research found that the presence of ratings
and reviews is one of the top factors impacting purchase
decisions—second only to price'. But what’s less obvious are
the circumstances under which reviews have the biggest
impact on purchase.

PowerReviews recently partnered with Northwestern
University’s Spiegel Digital and Database Research Center
to better understand the influence of ratings and reviews

'PowerReviews (2014): The Proven Power of Reviews.
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as a whole and the role various review elements play on the
probability of sales. For three months, the Northwestern
research team examined:

« The relationship of average star rating and purchase
probability

« The effect of average star rating on products at different
price points within the same category

* The interaction of length and number of reviews on sales

This report helps brands and retailers answer the question,

“How do reviews inﬂuence purchase?” as well as understand
how to best prioritize their efforts.
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A 5 Star Rating Isn’t the Best

It may seem obvious that the higher a product’s average star
rating, the more likely a person is to purchase it. But the
Northwestern research team found that the relationship
between the average star rating of a product and its sales is
not linear. Simply stated, the likelihood of a product being
purchased doesn’t necessarily increase as its star rating

Increases.

In general, the number of stars has little effect on purchase
when the rating is between 1 and about 3 stars. But when
the star rating surpasses 3, so does likelihood of purchase. In
other words, a customer is more likely to purchase a product

with a 4 star rating than one with 3 stars.
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Purchase likelihood then peaks when the average star rating
of a product is between 4.2 and 4.5 stars and starts to drop
as the star rating approaches a perfect 5. A shopper is more
likely to purchase a product with an average star rating

between 4.2 and 4.5 than one with a 5 star rating.
As the graphs that follow show, there is some variation within

categories, but the conclusion is the same: a perfect 5 star

rating is not the most desirable.
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Negative Reviews Establish Trust

Why do purchases drop off once the average star rating
surpasses 4.2-4.57 The Northwestern research team believes
this is because consumers perceive ratings closer to a perfect
5.0 as “too good to be true.” As counterintuitive as it may
seem, negative reviews have a positive impact because they

help establish trust and authenticity. Consumers understand

'PowerReviews (2014): The Proven Power of Reviews.
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that a product can’t be all things to all people, and they
appreciate negative reviews as an important element in their
decision-making process. In fact, previous PowerReviews
research found that 82% of shoppers specifically seek out

. . 1
negatlve reviews.
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6. 6.8. 6

4.2-4.5 is the ideal average
star rating for purchase probability
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Reviews Matter for High Priced Items

Previous PowerReviews research found that reviews are most
important for big-ticket items like appliances, electronics and
computers.' In this study, the Northwestern research team
took a different angle, studying the effects of star ratings on
low and high priced products within the same category—even

a relatively low priced category like hair care products.

'PowerReviews (2014): The Proven Power of Reviews.
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Northwestern segmented products within each category into
low priced and high priced items and found that star ratings
had a stronger influence on expensive items compared to
the cheaper items within the same category. For example, a
cheaper hair conditioner with a low average star rating is more
likely to be purchased than an expensive hair conditioner with

the same low rating.
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Where Reviews Matter Most

High consideration items:

Expense

Safety

Unknown product

Unknown brand
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Reviews Matter for High

Consideration Categories

Theteamalsostudied thelevel of involvement or consideration
from a consumer’s perspective when purchasing products in a
category. For the purposes of this study, high consideration
products are defined as products that consumers think more
about buying because of:

- Higher price

. Safety

« New brand or product

The study found that star ratings are most impactful for

expensive products within high consideration categories.
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Reviews Mitigate Risk

What all these factors have in common is risk; purchasing
the product requires careful consideration of economic
investment, family safety, or personal identity. A consumer
may not ordinarily seek out reviews for cereal or shampoo,
but if it is a new brand or is higher priced within its category
(think organic), more information — in the form of reviews —
can strengthen consumers’ confidence in a product, leading
to a greater willingness to pay for it. Reviews, then, can be

especially important when |aunching new products or new

brands.
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The Ideal Number of Reviews Varies

Most shoppers need a little nudge to write a review. But how

many reviews does it take to impact purchase likelihood?

The short answer? It depends. The Northwestern research
team found that the ideal number of reviews depends on the
length of the reviews themselves. When reviews are shorter,
more reviews matter. When reviews are longer, however, the

number of reviews has a less signiﬁcant impact.
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Short Reviews
More reviews drive sales

Long Reviews
More reviews are less
impactful on sales
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4 Recommendations for Brands and Retailers

The ﬁndings of this study point to some practical recommendations for brands and retailers |ooking to generate results
from ratings and reviews and prioritize their efforts appropriately.

Your knee jerk reaction may be
to reject negative reviews. But
the research from Northwestern
proves that this isn’t the best
course of action to drive sales.
While you certainly don’t want to
aim for negative reviews, allowing
them on your site brings authen-
ticity to your review content and
helps you build trust with shop-
pers, especially because the vast
majority of consumers are active-
ly seeking out negative reviews.
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There’s a higher risk involved with
purchasing a higher priced item.
Reviews can help consumers
overcome this risk, so make these
expensive items a higher priority.

As the study found, reviews
matter when the likelihood of a
consumer purchasing a product is
inherently low. This is especially
true when a brand or product is
relatively unknown, or when the
product is completely new in an
existing category. When a new
product or brand is launched into
an existing category, it makes
sense, then, to actively seek out
reviews from consumers. Product
sampling can allow brands to gen-
erate reviews for new products,
which can mitigate risk for future
buyers and lead to more sales.

4

The number of reviews for a
product can have an impact on
sales, especially if those reviews
are short. Take a look at your
reviews data, and identify prod-
ucts where reviews are generally
short. Studies show that up to
807% of reviews originate from
post purchase emails, so be sure
to send an email to shoppers ask-
ing them to review their purchas-
es”. Make the process as simple
as possible to generate the most
reviews.

2PowerReviews Internal Data
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Introducing the experts

Tom Collinger | Executive Director
= . Tom Collinger is the executive director of the Medill IMC Spiegel Digital & Database Research Center, senior director of
R Y the Medill Distance Learning Initiative and an associate professor. He is the former associate dean and chairman of the
< Integrated Marketing Communications program. Tom is a widely recognized expert and speaker in the areas of integrated
\ marketing communications, direct, database and e-commerce marketing management, customer loyalty, customer rela-

tionship management and channel integration.

Edward C Malthouse | Research Director

Ed is a research fellow at the Media Management Center, a partnership between Medill and Kellogg. His research interests
center on media marketing, database marketing, advertising, new media and integrated marketing communications. He
develops statistical models and applies them to large data sets of consumer information to help managers make market-

ing decisions. Ed is also currently the co-editor of “Medill on Media Engagement.” He was the co-editor of the Journal of

Interactive Marketing from 2005-2011. His professional experience includes software engineering for AT&T Laboratories,
corporate analytics training for Accenture, BNSF, Digitas, Nuoqi and Capital One, and developing segmentations for Co-

horts and Financial Cohorts and Motorola.
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About this Report

This report is based on 2015 research conducted by Northwestern University Spiegel Digital and Database Research Center and commis-
sioned by PowerReviews. The Northwestern research team analyzed ratings and reviews data in the consumer packaged goods industry for this

study. The data analyzed comes from multiple ecommerce websites, including 22 product categories with a total of 111,460 SKUs.

About PowerReviews

PowerReviews is the choice of more than 1,000 global brands and retailers to collect and display customer ratings and
reviews on more than 5,000 websites. An essential resource for consumers as they search and shop online and in-store,

ratings and reviews drive relevant traffic, increase sales, and create actionable insights to improve products and services.

About Spiegel Digital and Database Research Center

The focus of the Northwestern University Spiegel Digital and Database Research Center is to do evidence-based, data driven analysis to prove
the relationship between customer engagement and purchase behavior. The Center’s research focuses on consumer behavior in social media

and on mobile devices.For more information, visit spiegel.medill.northwestern.edu

www.powerreviews.com

info(@powerreviews.com

(@PowerofReviews
+1312-447-6100 | +1 844-231-7540 | +44 (0)20-7152-4452

Chicago | San Francisco | London

©PowerReviews. All Rights Reserved Volume 1: From Reviews to Revenue | 22




