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1.0 LEARNING OBJECTIVES

After reading this chapter students will be able to:

define consumer behaviour and reasons for studying it.

describe about consumer and market segments.

classify environmental influences on consumer behaviour.

explain diffusion of innovations,
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Consumer Behaviour and Marketing Commurication

Notes

1.1 INTRODUCTION

Consumer behavior is the study of individuals, groups, or organizations and all the activities
assoclated with the purchase, use and disposal of goods and services. Consumer behaviour
consists of how the consumer's emotions, attitudes and preferences affect buying behaviour.
Consumer behaviour. emerged in the 1940-1950s as_a distinct sub-discipline of marketing,
but has become an interdisciplinary social science that blends elements from psychology,
saciology, social anthropology, anthropology, ethnography, marketing and economxcs (especially
behavioural economics). .

consumer
Behaviour

The study of consumer behaviour formally investigates individual qualities such as
dembgraphics, personality lifestyles, and behavioural variables (such as usage rates, usage
occasion, loyalty, brand advocacy, and willingness to prov1de referrals), in an attempt to
understand people's-wants and consumption patterns. Consumer behaviour also investigates
on the influences on thé consumer, from social. groups such as family, friends, sports, and
reference .groups, to society in general (brand-influencers, opinion leaders).

Research has shown that consumer behaviour is difficult to predict, even for experts in
the field; however, new research methods, such as ethnography, consumer neuroscience, and
machine learning are shedding new light on how consumers make decisions.

In addition, customer relationship management (CRM) databases have become an asset
for the analysis of customer behaviour. The extensive data produced by these databases
enables detailed examination of behavioural factors that contribute to customer re-purchase
infentions, consumer retention, loyalty and other behavioural intentions such as the willingness
to provide positive referrals, become brand advocates or engage in customer citizenship
activities. Databases also assist in market segmentation, especially behavioural segmentation *
such as developing loyalty segments, which can be used to develop tightly targeted; customized
marketing strategies on a one-to-one basis. (Also see relationship marketing). '

Therefore, we study certain consumer behaviour roles. To ‘understand the consumer,
researches are made. Sometimes, motivational research is handy to bring out hidden attitude,

21 Self-Instructional Materiat



An I.otroduction to Consumer Behaviour

uncover emotions and feelings. Many firms send questionnaire to customers to ask about their . Notes

satisfaction, future needs and ideas for a new product. On the basis of the answers received
a change in the marketing mix is made and advertising is also streamlined.

. Therefore, we study certain consumer behaviour roles. To understand the consumer,
researches are made. Sometimes, motivational research is handy to bring out hidden attitude,
uncover emotions and feelings. Many firms send questionnaire to customers to ask about their
satisfaction, future needs and ideas for a new product. On the basis of the answers received
a change in the marketing mix is made and advertising is also streamlined.

1.2 MEANING OF CONSUMER BEHAVIOR

4

T

The “consumer” more generally refers to anyone engagmg in any of the activities (evaluating,
acquiring, using or dispesing of goods and services) used in the definition of consumer
behaviour. l

» Consumer behaviour is a decision process and physical activity individuals engage in
when evaluating, acquiring, using or disposing of goods and services. Consumer be-
havior is the study of consumers and the processes they use to choose, use (consume),
and dispose of products and services, including consumers’ emotional, mental, and
behavioral responses. -

- Consumer behavior incorporates ideas from several seiences mcludmg psychology,
biology, chemistry, and economics,

@ Consumer behaviour is the study of how individual customers, groups or organiza- '
tions select, buy, use, and dispose ideas, goods, s, and ‘services to satisfy their needs and
wants, It refers to the actions of the consumers in the marketplace and the underlying
motives for those actions.

" Marketers expect that by understandmg what causes the consumers to buy particular
goods and services, they will be able to determine—which products are needed in the
marketplace, which are obsolete, and how best to present the godds to the consumers. -

The study of consumer behaviour assumes that the consumers are actors in the
marketplace. The perspeétive of role theory assumes that consumers play various roles in
the marketplace. Starting from the information provider, from the user to the payer and to
the disposer, consumers play these roles m the decision process. _

The roles also vary in different consumptlon situations; for example, a mother plays the
role of an influencer in a child’s purchase process, whereas she plays the role.of a d1sposer'
for the products consumed by the family. : : -

Some selected definitions of consumer behaviour are as follows: - D

1. According to Engel, Blackwell, and Ma.nsa.rd"consumer behaviour is the actioria
and decision processes of people who purchase goods and services for persanal.
: consumptlon ) o=

2. . Accordmg to Louden and Bitta, ‘consumer behaviour is the decision process and
« physical activity, which individuals engage in when ex(aluabng, acquiring, using or

s . disposirig of goods and services’.

‘ Self-Instructional Material 113
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Notes 1.3 DEFINING CONSUMER BEHAVIOUR

Here are given some definitions :

Consumer behavior is the process whereby. mdnnduals dec1de what, when, where, how and
from whom to purchase goods and services.

Consumer behavior may be defined as the decision process and physical activity
individuals engage in. when evaluating, acquiring, using, or disposing of goods and services.

According to Belch and Belch “consumer behavior is the process and activities people engage
in when searching for, selecting, purchasing, using, evaluating and dtsposmg of products and services
50 as to satisfy their needs and desires”.

Walters and Panl defines consumer behaviour as “The dymamic interaction of cognition,
behaviour and environmental events by which human beings conduct-the exchange aspect of their lives,

According to American Marketmg Association (AMA)

Consumer behaviour refers to the actions and deasmn processes of people who purchase goods
and services for personal consumption.

Peter D. Benneft, ed. Dictionary of Marketing Terms, 2nd ed; 1995

Consumer behaviour refers to “the mental and emotional processes and the observable behaviour
of consumers during searching for, purchasing and post consumption of a product or service.

James F. Engel,-Roger D. Blackwell and Paul W. Miniard, “Consumer Behaviour” (1990)

1.4 IMPORTANCE OF CONSUMER 'BEHAVIOUR

Consumer behaviour simply means how consumers behave in the market, It defines the way in
which consumers purchase products & services for satisfying their wants. It basically consists
of likes & dislikes of customers which influence his decision while purchasing products.

Studying consumer behavior is important because it helps marketers understand what
influences consumers' buying decisions. By understanding how consumers decide on a
product, they can fill in the gap in the market and identify the products that are needed.
and the products that are obsolete.

" 1) Production policies: The study of consumer behavior affects the production policies
_ of the enterprise. Consumer behavior discovers the habits, tastes, and preferences of
-consumers and such discovery enables and enterprise to plan and develop its products
according to these specifications. It is necessary for an enterprise to be in continuous

touch with the changes in consumer behawor so that necessary changes in products

- may be made.

2)  Price policies: Buyer behavior is equally important in having price policies. The
buyers of some products purchase only because particular articles are cheaper than
the competitive articles available in the market.

¢ - 3) The decision regarding channels of distribution: The goods, which are sold and solely
) on the basis of low price mast and economical distribution channels In the case of

4 IR Self-Instructional Material . -
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those articles, which week T.V. sets, refrigerators, ete, Must have different channels of Notes
distribution. Thus, decisions regarding channels of distribution are taken on the basis
of consumer behavior.

4) A decision regarding sales promotion: Study of consumer behavior is also vital in
making decisions regarding sales promotion. It enables. the producer to know wimt
motive prompt consumers to.make purchases and the same are utilized in promotional
campaigns to awaken a desire to purchase.

"5} Exploiting marketing opportunities: Study of consumer behavior helps the marketers
to understand the consumeér’s needs, aspirations, expectations, problems, etc. This
knowledge will be useful to marketers in exploiting marketmg opportumhes and
meeting the challenges of the market.

6) Consumers do not always act or react predictably: The consumers of the past used to

react to price levels as if price and quality had positive relations. Today, week value

- for money, lesser price but with superior features. The consumer’s response indicates
that the shift had occurred.

7) Highly diversified consumer preferences: This shift has occurred due to the availability
of more choice now. Thus the study of consumer behavior is important to understand
the changes.

8) Rapid infroduction of new products: Rapid. introduction of new products with
- technological advancement has made the job of studying consumer behavior more
imperative. For example, information technologies are achanging very fast in the
personal computer industry.

9)  Implementing the “Marketing concept: This calls for studying consumer behavior, all
customers need have to be given priority. Thus identification of target market before -
production becomes essential to deliver the desired customer satisfaction and delight.

Why is consumer behavior important?

Studying consumer behavior is important because it helps marketers understand what
influences consumers’ buying decisions. -

—r

By understanding how consumers decide on a product, they can fill in the gap in the
market and identify the products that are needed and the products that are obsolete.

Studying consumer behavior also helps marketers decide how to present-their products
in a way that generates a maximum impact on consumers. Understanding consumer buying
behavior is the key secret to reaching and engaging your chents, and converting them to
purchase from you.

A consumer behavior analysis should reveal:

*  What consumers think and how they feel about various alternatives (brands, prod—
ucts, etc.);

* What influences consumers to choose between various options;

e Consumers’ behavior while researching and shopping;

Self-instructionaf Materiaf 185
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Notes . : ¢ How consumers’ environment (friends, family, media, etc.) influences their behavior.

* Consumer behavior is often influenced by different factors. Marketers should study
consumer purchase patterns and figure out buyer trends.

In most cases, brands influence consumer behavior only with the things they can contral;
think about how IKEA seems to compel you to spend more than what you intended to every
tme you ‘walk into the store. So what are the factors that influence consumers to say yes?
There are three categories of factors that influence consumer behavior:

e Personal factors: an individual’s interests and opinions can be mﬂuenced by demo-
graphics (age, gender, culture, etc.).

* Psychological factors: an individual’s response to a marketing message will depend on
their perceptions and attitudes. . '

. Soczal factors: family, friends; education level social medla, income, all influence con-
sumers’ behavior.

1.5 NATURE AND SCOPE OF CONSUMER BEHAVIOUR

The term consumer behavior, individual buyer behavior, end-user behavior, and consumer
buying behavior all stand for the same. Consumer behavior is the study of how individuals,
groups, and organizations select buy, use, and dispose of goods and services, ideas, or
experiences to satisfy their needs and wants. '

It is a concept which consists of many sfages starting from arising of a need till
purchase of a product for end-use. Different consumers respond differently to the market. It
is an important concépt for every business to understand its customers. This helps in better
fulﬁlhng of demands of the customers.

- Businesses use customer relationship management technology to understand their °
consumers properly. It is a database which collects & store different information about their
customers. This information helps in understanding the behaviour of the customers. Nature
of Consumer behaviour is discussed below.-

" Complex In Nature
Constimer behaviour is complex in nature as all persons differ in their needs and wants. Each -
individual has their own unique needs and accordingly, they behave differently in the market.

It is a very difficult task for marketers to recognise the needs and patterns of each
. individual. Therefore, it becomes an overall complex job for the business to identify each
consumer’s behaviour and targets thém accordingly.

" Systematic¢ Process .

Consumer behaviour is a systematic process consisting of a series of steps involved in buying
-decisions of consumers. It is related to how consumers make their buying decision. The

611 Self-Instructional Materiaf



An Introduction to Consumer Behaviour

buying decision of consumers involves different steps which are: CETI Notes

Need identification to buy product, searching for information related with the product,
- making list and evaluating different options available, finally making a purchase dec1510n
and at last post-purchase evaluation done by the marketer

. Keeps On Changing

Consumer behaviour is always changing concept and does not remain constant. It keeps on
changing with the time which is due to' the following changing factors: age, income level,
education level of consumer.

Same products may be liked by the same consumer who once hated them. For example,
Kids have more interest in toys during their childhcod but as they grow up as teenagers
they lose all their interest. :

Reflects Status

The manner in which the consumer spends and makes buying decision reflects his status.
Not only the behaviour of the consumer is influenced by its status but his behaviour also
reflects his status in society. - -

People who spend more and buy luxury items are consmlered rich and l'ugh-status
peaple by society. These high priced goods adds pride to their personality.

-~

Varies From Region To Region

" Consumer behaviour is différent for different region, states and countries. It differs from place
to place. Rural population tends to spend less and are basically conservative in nature. They
do not like to spend on luxury items despite having enough funds due to their psychological
factors. ) '

They have a different approach from an urban population related to buymg decision.
However, the rural population tends to spend more and buy luxury items. They even take
loans to fulfil their needs for luxuries if are short of funds.

Differs From Product To Pr'pduct

Consumer behaviour varies from product to product. Same product may be attractive for
one group of consumers but not for another group. A consumer may have more interest and
buys more quantity ‘of one product and buys.less or even no quantity of another product.
Teenagers like to spend heavily on bikes, cars, cell phones and branded clothes to look
attractive, but they would not spend much on their academics. '

Vital For Marketers

Consumer behaviour is crucial for marketers to perform their duties effect]vely Marketers
should have perfect kriowledge of their target customers buying behaviour. It will help them
in understanding their-likes and dislikes and also the factors influencing their buying decisions.

Self-Instructional Material 187
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Notes ' Marketer can take appropriate actions accordingly to attract customers. It helps the
companies in developing the products as per peoples demand by providing mformatlon
collected by them. :

Improves Standards Of Living

Consumer behaviour has an important role in improving the standards of living of pecple.
When consumers spend more on buying different products and services, their standard of
living is improved.

-Higher is the spendi.ng- of a person, higher is the standard of living of a person. On
the other hand, despite having enough funds if a person spends less than his standard of
living is low. Therefore, the level of spending directly influences a person’s living standards.

- Systematic process: Consumer behavior is a systematic process relating to the buying
decisions of the customers. The buying process consmts of the following steps :

¢ Need identification to buy the product
* Information search relating to the.product

. -'-Lister‘u'ng and evaluating the alternative

Purchase decision.

Pt;st-purchase evaluation by the marketer

* Influenced by various factors: Consumer behavior is influenced by a number of factors
the factors that influence consumers include marketing, personal, psychological, situ-
ational, social and cultural, etc Different for different customers: All consumers do not
behave in the same manner.

* Different consumers behave differently. The difference in consumer behavior is due to -
individual factors such as the nature of the consumer’s lifestyle, culture, etc.

* Different for different products: Consumer belia. ior is different for different products
there are some consumers who may buy. more quantity of certain items and avery low
quantity of some other items, .

* Vary across regions: Consumer behavmr varies across States, regions, and countries.
For instance, the behavior of urban consumers is different from that of rural consum- -
ers.- normally rural consumers are conservative (traditional) in their buymg behavior.

* Vital for maxketers Marketers need to have a good knowledge of consumer behavior
they need to study thie various factors that influence consumer behavior of the target
customers, The knowledge of consumer behavior enables marketers to take appropri-
ate marketmg decisions.

® Reflect status: Consumer buying behavior is not only influeniced by the status of a con-
sumer coma but it also reflects it. Those consumers who owned luxury cars, watches,
and other items are considered by others as persons of higher status. -

* Result in spread effect: Consumer behavior as a spread effect. The buying behavior of
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one person may influence the buying behavior of another person. For instance, a cus- -

tomer may always prefer to buy premium brands of clothing, watches and other items,
etc. This may influence some of his friends, neighbors, and colleagues. This is one of
the reasons why marketers use celebrities like Shahrukh Khan, Sachin to endorse their
brands. ' o

Undetgoes a change: The consumer behavior undergoes a change over a period of
time depending upon changes in age, education and income level, etc, for example,
kids may prefer colorful dresses but as they grow up as teenagers and young adults,

* they may prefer trendy clothes.

IrLformqtion search: Seéarch for information is common cénsumer behavior. Consum-
ers cannot purchase goods and services if they are unaware that a good or service
exists, When a consumer decides to buy a certain item, his decision must be based

.on the information he has gathered about what products our services are available to

fulfill his needs. There might be a product available that would be better suited to the
consurner’s needs, but if he is an awareness of theé product, he will not buy it,

. Brand loyalty: Brand loyalty is another characteristic of consumer behavior. Brand

loyalty is the tendency of a consumer to buy product products or services from a cer-
tain company that one likes or equates with having high-quality goods and-services.

For example, if Naina’s first car was a Honda as a teeniager and the car lasted 200,000

miles, she might have a tendency to buy hondas again in the future due to her previous
positive experience.

This brand loyalty may be so strong that she forgoes the information search all together

when considering for next vehicle.

-1

Influenced by various factors: The various factors that influence the . consumer
behaviour are as follows:

. Marketing factors such as product design, price, Vpromotion, packaging,
positioning and distribution. B
b.  Personal factors such as age, gender, education and income level.

. Psychological factors such as buying motives, perception of the product and
attitudes towards the product. e

d.  Situational factors such as physical surroundings at the time of purchase, social
surroundings and time factor.

e.  Social factors such as social status, reference groups and family.

f. Cultural factors, such as religion, social class —caste and sub-castes.. )

-Undergoes a constant change: Consumer behavidur is not static. It undergoes a change

over a period of time depending on the nature of products. For example, kids prefer
colourful and fancy footwear, but as they grow up as teenagers and young adults, they
prefer trendy footwear, and as middle-aged and senior citizens they prefer moresober
footwear, The change in buying behaviour may take place due to several other factors
such as increase in income level, education level and marketing factors.

Notes

* Self-instructional Material 119
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Notes - 3.

10 ¥ Self-instructional Material

£ Place of distribution .

Varies from consumer to consumer: All consumers do not behave in the same manner.
Different consumers behave differently. The differences in consumer behaviour are
due to individual factors such as the nature of the consumers, lifestyle and culture. For
example, some consumers are technoholics. They go on a shopping and spend beyond
their means.

They borrow money from friends, reIatwes, banks, and at times even adopt unethical
means to spend on shopping of advance technologies. But there are other consumers
who, despite having surplus-money, do not go even for the regular-purchases and
avoid use and purchase of advance technologies. . :

. Varies from region to region and country to county: The consumer behaviour varies

across states, regions and countries. For example, the behaviour of the urban consumers
is different from that of the rural consumers. A good number of rural consumers are
conservative in their buying behaviours. ‘ .

The rich rural consumers may think twice to spend on luxuries despite having sufficient
funds, whereas. the urban consumers may even take bank loans to buy luxury items
such as cars and household appliances. The consumer behaviour may also varies
across the states, regions and countries. It may differ depending on the upbringing,
lifestylés and level of development. B '

Information on consumer behaviour is important to the marketers: Marketers need to
have a good knowledge of the consumer behaviour. They need to study the various
factors that influence the consumer behaviour of their target customers.

The knowledge of consumer behaviour enables them to take appropnate marketing
decisions in respect of the following factors:

a. Product design/ model
b. Pricing of the product .

c. . Promotion of the product

d. Packaging

e . Positioning

6. Leadsto purchase decision:

A positive consumer behaviour leads to a purchase decision. A consumer may take the
decision of buying a product on the basis of different buying motives. The purchase
decision leads to higher demand, and the sales of the marketers increase. Therefore,
marketers need to inﬂugnce consumer behaviour to increase their purchases.

Varies from product to product: Consumer behaviour is di.fferént for different
products. There are some consumers who may buy more qua.nhty of cértaln itemns and
very low or no quantity of other items. For example, teenagers may spend heavily on
products such as cell phones and branded wears for snob appeal, but may not spend
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on general and academic reading. A middle- aged person may spend less on clothing,

- but may invest money in savings, insurance schemes, pension schemes, and so on.

Improves standard of living: The buying behaviour of the consumers may lead to
higher standard of living. The more a person buys the goods and services, the higher

is the standard of living. But if a person spends less on goods and services, despite’

having a good income, they deprives themselves of higher standard of living,

Reflects status: The consumer behaviour is not only influenced by the status of a
consumer, but it also reflects it. The consumers who own luxury cars, watches and

other items are considered belonging to a higher status. The luxury items also give a

sense of pride to the owners.

Scope of Consumer Behaviour

D

4)

Consumer behavior and marketing management: Effective business managers realize
the importance of marketing to the success of their firm. A sound understanding of
consumer behavior is essential to the long-run success of any marketing program,

In fact, it is seen. as a cornerstone of the Marketing concept, an important orientation
of philosophy of many marketing managers. The essence of the Marketing concept
is captured in three interrelated orientations consumers’ needs and wants company
integrated strategy. .

Consumer behavior and non-profit and social marketing: In today’s world even
non-profit organizations like government agencies, religious sects, universities, and
charitable institutions have to market their services for ideas to the “target group of
consumers or institution.” '

At other times these groups are required to appeal to the general public for support
of certain causes or ideas. Also, they make their contribution towards eradication
the p{oblems of society. Thus a clear understanding -of the consumer behavior and
decision-making process will assist these efforts.

Consumer behavior and government decision making: In recent years the relevance
of consumer behavior principles to government decision making. Two major areas of
activities have been affected:

i)  Government services: It is ih’creasingly and that government provision of public-

services can benefit significantly from an understanding of the consumers, or

v
3

+ users, of these services.

ii) consumer protection: Many Agencies at all levels of government are involved
with regulating business practices for the purpose of protecting consumers’
welfare. ) '

Consumer behavior and demarketing; It has become increasingly clear that consumers
are entering an era of scarcity in terms of some natural gas and water. These scarcities
have led to promotions stressing conservation rather than consumption.

Notes
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In other circumstances; consumers have been encouraged to-decrease or stop their use
of parhcular goods believed to have harmful effects. Programs designed to reduce

- drug abuse, gambling, and simjlar types of conception examples

These actions have been undertaken by government agenc:es-non—proﬁt organizations,
and other private groups. The term “demarketing” refers to all such efforts to encourage
consumers to reduce their consumption of a particular product or service.

5) . .Consumer behavier and cohsumer education: ‘Consumer also stands to benefit directly
from orderly investigations of their own behavior. This can occur on an individual
basis or as part of more formal educational programs.

For example, when consumers learn that a large proportion of the billions spend
annually on grocery products is used for impulse purchases and not spend according
to a pre-planned shopping list, consumers may be more willing to plan an effort to
save money. ’ ) .

In general, as marketers that can influence consumers’ purchases, consumers have the
opportunity to understand better how they affect their own behavior.

1.6 APPLICATIONS OF CONSUMER BEHAVIOR

There are many applications of consumer behaviour:

1) Analyzmg market opportumty

. Consumer behavior study help in identifying the unfulfilled needs and wants of consumers.
This requires examining the friends and conditions operating in the Marketplace, consumer’s
lifestyle, income levels, and energy influences. This may reveal unsatisfied needs and wants.
Mosquito repellents have been marketed in response to a genuine and unfulfilled consumer
need. v ’

2) Selecting the target market

Review of market opportunities often helps in identifying district consumer segments with
very distinct and unique wants and needs. Identifying these groups, behave and how they
make purchase decisions enable the marketer to design and market products or services
particularly suited to their wants and needs. For example, please sleep revealed that many
existing and potential shampoo users did niot want to buy shampoo fax price at rate 60 for
more and would rather prefer a low price package ‘containing enough quantity for one or
two washers. This finding LED companies to introduce the shampoos sachet, which become
a good seller. -

3) Marketing-mix decisions

Once unsatisfied needs and wants are identified, the marketer has to. determine the right
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mix of product, price, distribution, and promotion. Where too, consumer behavior study is Notes

very helpful in finding answers to too many perplexing questions. The factors of marketing
mix decisions are .

i) product
ii) price
ity promotion

iv) distribution

4) Use in social and noni)rofits marketing

Consumer behavior studies are useful to design marketing strategies by social, governmental,

and not for profit organizations to make their programs more effective such as family planning,
awareness about AIDS, :

1.7 TYPES OF CONSUMER BEHAVIOR

Different consumers follow different steps in making their choice of products and services.
There is a substantial degree of variation in the choice processes depending upon two key
factors, namely the level of involvement and degree of the perceived difference between
different alternatives in the market.

There are basically 4 types of buying‘ decision behavior which is discussed below:
* Dissonance Reducing Buying Behaviour
"¢ Complex Buying Behaviour
* Variety Seeking Buying Behaviour
® Habitual buying Behaviour

Dissonance Reducing Buying Behaviour

Customer involvement in the purchase activity is high and customers cannot find a substantial
differentiation among the alternatives.

The consumer is highly invelved and sees little difference among brand alternatives.
The consumer is highly involved and sees little difference among brand alternatives.

Complex Buying Behaviour
Consumer is highly involved but he finds a substantial difference among the available brands.

In this case, the buyer develops beliefs about the product or service, then he develops
a set of attitude towards the product and finally, he makes a deliberate choice. This is a case
when products are expensive, bought infrequently, risky and highly self-expressive.

' Self-instructional Material 1113
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Notes ' | Variety Seeking Buying Behaviour

| Thiskind of behaviour is shown in some situations where the consumer shows low involvement
" behaviour but there is a sxgmﬁcant brand difference. Consumers show a high level of brand
switching behaviour.

Habitual buymg Behuvzour

This kind of behaviour is shown in some situations where the consumer shows low mvolvement
behaviour but there is no/few significant brand difference. ‘

There are four main types of consumer behavior: '
" 1. Complex buying behavior

This type of behavior is encountered when consumers are buying an expensive,
- .. infrequently bought product. They are highly involved in the purchase process
' and consumers’ research before committing to a high-value investment. Imagine
buying a house or-a car; these are an example of a complex buying behavior. °

2. Dissonance-reducing buying behavior

The consumer is highly involved in the pu.rchase process but has d].fﬁculhes
determining the differences between brands. ‘Dissonance’ can occur when the
consumer worries that they will regret their choice. '

Imagine you are buying a lawnmower. You will choose one based on price and
convenience, but after the purchase, you will seek confirmation that you've made
the right choice.

3.  Habitual buying behavior
Habitual purchases are characterized by the fact that the consumer has very little .
involvement in the product or brand category. Imagine grocery shopping; you go

to the store and buy your preferred type of bread. You are ex.'mbmng a habitual
pattern, not strong brand loyalty.

4.  Variety seeking behavior
In this situation, a consumer purchases. a different product not because they

weren't satisfied with the previous one, but because they seek variety. Like when
you are trying out new shower gel scents. '

Knowing what types of customers your e-store attracts will giveyoua better idea
" about how to segment customer types.
What affects consumer behavior?

Many things can affect consumer behavior, but the most frequent factors mﬂuencmg
consumer behavior are:

1. Marketing campmgns

Marketing campaigns influence purchasmg decxslons a lot. If done nght and regularly, with
the nght marketing message, they can even persuade consumers to change brands or opt
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for more expensive alternatives, Notes

Marketing campaigns, such as Facebook ads for eCommerce, can even be used as
reminders for products/services that need to be bought regularly but are not necessarily
on customers’ top of mind (like an insurance for example). A good marketing message can

influence impulse purchases: ;

2. Economic conditions

For expensive products especially (like houses or cars), economic conditions play a big part.
A positive economic environment is known to make consumers more confident and willing
to indulge in purchases irrespective of their financial liabilities.

The consumer’s decision-making process is longer for expensive purchases and it can
be influenced by more personal factors at the same time. :

3. Personal preferences Lo ) '

Consumer behavior can also be influenced by personal factors: likes, dislikes, priorities, morals,
and values. In industries like fashion or-food, personal opinions are especially powerful.

Of course, advertisements can influence behavior but, at the end of the day, consumers’
choices are greatly influenced by their preferences. If you're vegan, it doesn’t matter how
many burger joint ads you see, you're not gonna start eating meat because of that.

4. Group influence

Peer pressure ‘also influences consumer behavior. What our family mertnbers, classmates,
immediate relatives, neighbors, and acquaintances think or do can play a significant role in |
- our decisions. '

Social psychology impacts consumer behaviour. Choosing fast food over home-cooked
meals, for example, is just one of such situations. Education levels and social factors can
have an impact.

5. Purchasing power

Last but not least, our purchasing power plays a significant role in influencing our behavior.
Unless you are a billionaire, you will consider your budget before making a purchase decision. -

The product might be excellent, the marketing could be on point, but if you don’t have
the money for it, you won't buy it.

Segmenting consumers based on their buying capacity w111 help marketers determine
eligible consumers and achieve better results.

Discover advanced consumer behavior tactics
Customer behavior patterns

Buying behavior patterns are not synonymous with buying habits. Habits are. developed as
tendencies towards an action and they become spontaneous over time, while patterns show
a predictable mental design.
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~

ach customer has his umque buyirig habits, while buying behavior patterns are collective
and t marketers a uniqile characterization. . . B

\Customer behavior pattems can be grouped into:

Place of purchase

Most of the hme, customers will divide their purchases between several.
. stores even if all items are available in the same store. Think of your favorite
) hypermarket aIthough you can find clothes and shoes there as well, you're
" ‘probably buying those from actual clothing brands. -

When a customer has the capability and the accéss to purchase the same products
in different stores, they are not permanently loyal to any store, unless that's the

only store they have access to: Studying customer behavior in terms of choice of
 place will help marketers identify key store locations.

Items purchased

Analyzinga shoppmg cart can give marketers lots of consumer insights about the
items that were purchased and how much of each item was purchased. Necessxty
items can be bought in bulk while luxury items are more likely to be purchased

‘less frequently and in small quantities, . .

The amount of each item purchased is influenced by the perishability of the item,

" the purchasing power of the buyer, unit of sale, price, number of consumers for

whom. the item is intended, etc.

rd

Time and frequency of purchase

Customers will go shopping according to their feusibﬂity and will expect service

even during the oddest hours; especially now in the era of e-commerce where

- everything is only a few clicks away. oL

It's the shop’s 1esponsibility to meet these demands by identifying a purchase

. pattern and match its'service accordmg to the time and I:requency of purchases.

One thmg tokeepin nund seasonal variations and regional dlfferences must also
be accounted for. :

Met_hod of purchase

A customer can either walk into a store and buy an item right then and there or

. order online and pay online vi:a credit card or on delivery. '

.."The method of purchase can also ihduce more spending from the customer (for

online.shopping, you might also be charged a shipping fee for example).

The way a customer chooses to purchase an item also says a lot a}:;out‘ the type
of customer he is. Gathering information about their behavior patterns helps you
identify new ways to make customers buy again, more often, and higher values.
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Think about all the data you've already collected about your customers, Thé purchase Notes

patterns are hiding in your e-store’s analytics. and you can either look: for insights manually

or integrate a tool with your eCommerce platform such as Shopify or WooCommerce to get
automated insights about behavior pattems

Customer behavior segmentahon

Customer segmentation and identifying types of buyers have always been important. Now
that personalization and customer experience are factors that determine a busmess’_ success,
effective segmentation is even more important.

Only 33% of the companies that use customer segmentation say they find it 51gm.ﬁcantly
unpactful so it's important to find the segmentahun technique that brings clarity and suits
your business.

. Traditionally, most marketers use six primary types of behaviora] segmentation.

1. Benefits sought

A customer who buys toothpaste can look for four different reasons: whitening, sensitive
teeth, flavor, or price.

When customers research a product or service, their behavior can reveal valuable insights
into which benefits, features, values, use cases, or problems are the most motivating factors
influencing their purchase decision.

When a customer places a much higher value on one or more benefits over the others,
" these primary benefits sought are the defuung motivating factors driving the purchase decision
for that customer. .

2. Occasion or timiné—based

Occasion and timing-based behavioral segments refer to both universal and personal occasions.

Universal occasions apply to the majority of customers or target audience. For example,
holidays and seasonal events when consumers are more likely to make certain purchases.

Recurring-personal occasions are purchasing patterns for an individual customer that
consistently repeat over a while. For example birthdays, anniversaries or vacations, monthly
‘purchases, or even daily rituals such as stopping for a cup of coffee on the way to-work
every morning. : 1

Rare-persona] occasions are also related to individual customers, but are more irregular
and spontaneous, and thus more difficult to predict. For example, attending a friend’s wedding,

3. Usage rate

Prodiict or service usage is another common way to segment customers by behavior, based
on the frequency at which a customer purchases from or interacts with a product or service.
Usage behavior can be a strong predictive indicator of loyalty or churn and, therefore, lifetime
value. : :
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4, Brand loyalty status

Loyal customers are a business’s most valuable assets. They are cheaper to retain, usually
have the highest lifetime value, and can become brand advocates. By analyzing behavioral

' data, customers can be segmented by their level of loyalty so marketers can understand their

needs and make sure they are sansfymg them.

Loyal customers are the ones who should receive special treat'ment and pnvtleges such
as exclusive rewards programs to nurture and strengthen the customer relationship and
mcentxvme continued future business. y

5. User status
Theére are many different p0551b1e user statuses you might have depending on yeur business.
A few examples are:

* Non-users -

* Prospects

* First-time buyers

¢ Regular users

* Defectors (ex-customers who have switched to a competitor).

6. Customer journey stage
Segmentmg the audience base on buyer readiness allows marketers to align commumcattons
and personalize experiences to increase conversion at every stage.

Moreover, it helps them discover stages where customers are not progressing so they
can identify the biggest obstacles and opportumtles for 1mprovemen’t even on post-purchase
behaviors.

Besides these traditional ways, another type of segmientation is the RFM model. This
approach is popular among eCommerce marketers because it helps them create customer .
experiences around the information they’ve got about each customer segment.

REM is a behavioral segmentation model and the three letters come from Recency,
Frequency, and Monetary Value,

Here's what these variables show you: _
* Recency = how recent a customer placed the last order on your website;

. Freciuency = how many times a customer purchased something from your website in
the analyzed period of time; ~

* Monetary Value = how mu_-ch each customer spent on your website since the first or-
der. :

The RFM model 'anaIysis can be executed in 2 ways:

s Manually exporting your database in a spreadsheet and analyzing your customers
following the rules for RFM analysis;

* Automatically ~ through certain tools that are creatmg RFM dashboards
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1.8 REASON FOR STUDYING CONSUMER BEHAVIOUR

The most important reason for studying consumer behaviour is the role that it plays in our

lives. We spend a lot of time in shops and miarket places. We talk and discuss with friends

_ about products and services and get lot of information from T.V. This influences our daily lives.

Consumer decisions are affected by their behaviour. Therefore,-consumer behaviour is
said to be an applied discipline. This leads to the microperspective and societal perspective.

Micro Perspective it involves understanding consumer for the purpose of helping a
firm or organization to achieve its objectives. All the Managers indifferent departments are
keen to understand the consumer. They may be Advertising Managers, Product Designers,
Marketing and Sales Managers and so on.

Societal Perspective is on the macro level. Consumers collectively influenced economicand
social condition!\ 'ithin a society. Consumers strongly influence what will be product, what
resources will be usedand it affects our standard of living. Management is the youngest of
sciences and oldest of arts and consumer behaviour in management is a very young discipline.

Various scholars and acadpiicians concentrated on it at a much later stage. It was during
the 1950, that marketing concept developed, and thus the need to study the behaviour of
consumers was recognised. Marketing starts with the needs of the ustomer and ends with
his satisfaction. When everything revolves round the customer then the study of consumer
behaviour becomes a necessity. It starts with buying of goods. Goods tan be bought
individually, or in groups. ;

Goods can be bought under stress (to satisfy an immediate need), for comfort and luxury
in small quantities or in bulk. For all this, exchange is required. This exchange is usually
between the seller and the buyer. It can also be between consumers.

To understand the likes and dislikes of the consumer, extensive consumer research
studies are being conducted. These researches try to find out:

* What the consumer thinks of the company's products- and those of its competitors?
¢ How can the product be_improved in their opinion?

* How the customers use the product?

» What is the customer's attitude towards the product and its advertising?

* Whatis the role of the customer in his family?

The following key questions should be answered for consumer research. A market comes
into existence because it fulfils the needs of the consumer. In this connection, a marketeer
has to know the 70s framework for consumer research. Taking from an example of soap.

Consumer behaviour is a complex, dynamic, multi-dimensional proce:;s, and all marketing
decisions are based on assumptions about consumer behaviour.

Marketing strategy is the game plan which the firms must adhere to, in order to outdo
the competitor or the plans to achieve the desired objective. In formulating the marketing
strategy, to sell the product effectively, cost-benefit analysis must be undertaken

Self-Instructional Material
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Applying Consumer Behaviour Knowledge

. Consumer behaviour k.howledge is'applied in Marketing Management under the following

points: , - ‘
1. A sound understanding. of the consumer behaviour is essential to the long-term
success of any marketing programme. It is the corner stone of marketing concept

- which stress on consumer. wants and needs, target market selection, integrated
marketing and profits through the satisfaction of tHe consumers. '

2. Consumer behaviour is also important in non-profit and social organizations. Such
organizations are government agencies, religious organizations, universities and
charitable organizations. T ’

3.. Consumer behaviour is applied to improve the performance of go‘vermnent.aéencies
as well. For instance, the performance of gvernment transportation is poor. It can
be improved by knowing the needs and wants of the - corisumers. Gefting checks
from them for their likes or dislikes. Same can be applied to other organizations like
universities and charitable organizations. -

" 4. Consumer behaviour also helps in marketing of various goods which are in scarcity.
People are made aware that gas, fuel, water and natural resources are in scarcity.
Consumers are encouraged to reduce their consumption of these commodities.

5. . Consumer benefited from the investigation of their own behaviour. When the
consumer learns the many variables that affect hi behaviour, he gets educated and
understand better how to effect his own behaviour. What is learnt about consumer
behaviour also beriefit consumer in a formal sense?

There can be many benefits of a product, for example, for owning a motor bike, one can
be looking for ease of transportation, status, pleasure, comfort and feeling of ownership. The -
cost is the amount of money paid for the bike, the cost of maintenance, gasoline, parking,
risk of injury in case of an accident, pollution and frustration such as traffi¢ jams,

The difference between this total benefit and total cost constitutes the customer vaiue.
The idea is to provide superior customer value and this requires the formulation of a
marketing strategy. C

The entire process consists of market analysis, which leads to target market selection, and
then to the formulation of strategy by juggling the product, price, promotion arid distribution,
so that a total prod uct (a set of entire charactéristics) is offered. The total product creates
an image in the mind of the céhsumer, who imdergoes a decision process which leads to
the outcome in terms of satisfaction or dissatisfaction, which reflects on the sales and image
of the product or brand. . ' '

The process of decision-making varies with the value of the produc‘t, the involvement of

~ the buyer and the risk that is involved in deciding the product/service. Which is influenced

by a number of factors shown all around the consumer. These are culture, subculture,
values, demographic factors, social status, reference groups, household and also the internal
make up of the consumer, which are a consumers' emotions, personality motives of buying,
percepticn and learning, |
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Consumer is also fnﬂtlenced by the markeling activities and efforts of the marketeer. Notes
All these factors lead to the formation of attitudes and needs of the consumer.

1.9 CONSUMER BEHAVIOUR AND MARKET SEGMENTS

By market segmentation, we imply that the entire market is broken down into smaller
groups having similar wants. They are Homogeneous in themselves and heterogeneous with
other groups. The market can be broken down on various bases. These are-Demographic,
Psychographic, Benefit Segmentation etc.

The concept of d ivide and rule applies to the market segmentation. You divide the
market, .choose your target market and then master it. Segmentation and choosing the target
market is Jike shooting with a rifle and not by 12-bore. If the marketing effort is spread
over a wide area it does not have that effect' but if it is concentrated on a point like a
rifle it can go much farther and can be more effective.,

The segmented market shows three groups which are homogeneous in themselves and
heterogeneous amongst themselves. Market segmentation is a process of dividing a potential
market into distinct sub-sets of consumers with common heeds and characteristics and
selecting one or more sgments to tatget with a distinct marketing mix. Consumers are better
satisfied when a wide range of products are available to them.

Thus, market segmentation has proved to be a positive force for both consumers and
markets alike. If the market was not segmented the same product will be sold to every
prospect with a single marketing mix. It satisfies a generic or a common need, and it becomes
ineffective and ends up appealihg to none .

Enfre market Segmented market

Since the consumers are different in their needs, wants, desire and are from different
backgrounds, education experience therefore segmenting the market is very necessary for
effective marketing of goods/services. Segmentation helps in expanding the market by better
satisfying the specific needs or desires of particular customers.

Today, nearly every product category in the consumei market is highly segmented. For
instance, billion dollar vitamin market is segmented by age for children, young adults, the
elderly etc. The vitamin market provides _benefits like increased energy, illness, tension '

and stress reduction, enhanced sexuality, improved skin. :

~ Hotels also segment their market, for example Martiott/ operates {airfield for short stay.
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Resxdenllal thus Inn for. extended stay which are for budget-oriented travellers and
are cheap. It can be easﬂy— understandable as

¢ ° Courtyard Marriott — for the price-conscious businessmen.

* Marriott Hotel —for full business travellers.

¢ Hotel Marriott resorts —for leisure vacation guests. .

® Marriott time sharing — for those seeking affordable resort ownership.
. Marnott Senior living —environment for elderly people.

_ Similarly,. Maruti, for instance, have positioned the 800cc basic model 1°and
Omini Van for the lower income groups, the Zen, Swift, Alto and Gypsy for the

middle income groups, and the -Baleno,. Esteem etc, for the higher income groups. .

1.10 UNDERSTANDING CONSUMER AND MARKET SEGMENTS

Satisfying the consumer’s need is not an easy task. It is one of the biggest challenges before
manufacturers to design and develop a product that satisfies the expectations of the consumer
group. To meet the expectations of the clients now manufacturmg compames are designing
a different variation of products for different consumer groups. '

The pract:ce of market segmentation is dividing the total market into different part‘s.

_ Market segmentation is the process of dividing the market into a smaller part for easy and
 effective marketing. The process of marketing segmentahon helps the orgamzahon in fulfilling
the different needs of a different section.

No matter if a company deals in home appliance ma.nufactun'ng, AC manufacturers or

_in cosmetics, a marketing segmentation could help in targetmg the right consumer class for

a pa:hcular product.

- Each person Jooks for certain qualities in a particular product and if the pmduct meets
customer’s expectation it becomes a choice of the customer.

L

Segmentatlon involves fmdmg out what kinds of consumers with dlfferent needs exist.

In cosmetic world people look for different products for Ciffc-ent needs. Few want a cream
to cover fine lines and wrinkle whereas few want fairness cream for flawless complexion.
The diversity in consumer’s choice makes it difficult for the ma.nufactu:er to design perfect
products for all the people.

To remain at the top manufacturing firms are concentratmg on meeting the need of a
parhcular group by designing a speaflc product for their needs.

Markets consist of buyers and buyers differ in one or more respects. They may differ

in their wants, resources, geographical locations, buying attitudes and buying practices. - Any
of these variables-can be used to segment a market.

The process of market segmentation plays crucial role in desigrﬁng marketing strategy.

Companies are spending good amount of time in interpreting available market data and

dividing market segment. Market segmentation helps in targeting right consumer group for
a particular product. Market segmentation is based on several factors:

* Age
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* Gender

¢ [Family size o
* Family life cycle

¢ Income

¢ Occupation

* Education

» Ethnicity

* Nationality

¢ Religion

® Social standards

Marketing segmentdtions are mainly based on above mentioned factors, there are many
more other factors but these are the major factors that are considered while segmenting the
consumer group in different sections. Of these entire factors demographic factor is one of
the most crucial factors in marketing segmentation. The requirement of particular products
is largely décided by the demographic condition of that place.

Distribution segmentation is another very effective technique to sharpen the edge of
marketing, Different markets can be reached through different channels of distribution.

One cannot deny the corisumer’s behavior psychology while segmenting the market. A
consumer’s behavior characteristic includes several features like product rates, brand loyalty,
involvement with the product. Company marketing departments usually try to distinguish
between heavy, medium and light users, whom they can then target with advertising.

The consumer market: is also segmented on the basis of psychographic characteristics
of the clients. It includes consumer’s interest, activities, value, attitude, opinion. Media
channels, manufacturers, magazines all design their marketing campaign suiting consumer’s
psychographic characteristics.

Polling is one of the effective methods to know about the consumer’s psychological
characteristics. Opinions and attitudes can be both specific and general. Manufacturers launch
a product keeping in mind consumer’s desire and expectation or the company will fail in
its endeavor.

To be successful in the market it is important to assess all the aspects of the consumer’s
expectation and design a perfect product to catch the atterition and meet the expectation of
the consumer group. Target your marketing group, know their psychographic characteristics.

The concept of marketing.segmentation is getting popular among the marketing experts
as it helps experts in concentrating on the targeted market and promise more benefits to the
manufacturers. Marketing segmentation helps in developing and designing better products.

The tough competition and trend of globalization has made it necessary for the
manufacturers to pay attention to different market segmentation and plan a marketing strategy
accordingly for higher sales and capture bigger sections of the market.

For white goods and household -appliances after sales service and exchange service may
play a dominant role in attracting or retaining customers. This may also result in word of
mouth advertisement and may result in more sales. ~

Notes,
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111 PSYCHOGRAPHICOR LIFESTYLE SEGMENTATION

1

Lifestyle .

Tt is defined simply as how one lives, and spends money. It is determined by our past

experiences, innate characteristics and current situations. The products we consume are related
to our lifestyle. Lifestyle markehng established a relationship between the products offered
in the market and targeted hfestyle groups. :

Lifestyles segmentation is based on activities and interest and opinions of groups. These
are psychographic segmentatxons, and lifestyles are derived from psychographxcs Lifestyle is.
a unified pattern of behaviour that determines ‘consumption and, is also in turn determined
by it. Demographic and psychographic lifestyles are complimentary and work best together.
Demographic variables help marketeers "locate” the target market, and psychographics
provides more insight into the segment by taking into their activities interests and

.opinions:

* Activities: Activities can be described as how one spends h1s time. 1 Interests:
Interests are a persons priorities and preferences. . .

. -Opu'uons. Itis how one feels about a wide variety of events.’

* Marketeers try to find out the activities, interests, and opinions of people I by ques~
tions to be answered on a rating scale. This is done to find out I how strongly on]
agrees or disagrees with the question

Characteristics of Lifestyle .

1. Llfestyle isa group phenomenon which influences others in the society: A person
having a partlcular lifestyle can influence others in a social group.

2. Lifestyle influences all areas of vne's activities: A person having a. certain
lifestylé shows consistency of -behaviour in other areas as well. You can always
_ predict that a pereon shopping from elite or speciality stores, would not shop from

- common places. The sa;me applies to eating habits and other habits as well.

.37 Lifestyle implies a central life interest: A person may have interest in education,
leisure, adventure work, sexual exploits, etc. which any become their main interest in
life. :

"4 Social changes in society affect lifestyles For example, as the society becomes more

~ affluent, lifestyles of people change, sometimes drashcally As one would become -
richer ones lifestyle changes accordingly.

Lifestyle Segmentation

This ts known as value and lifestyle segmentatlon and’ was mtroduced in 1978 by Armold
Mitchell. It provides a systematic classification. of American adults into nine >’ segments. These
were widely used.
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- Despite its popularity, some managers felt that the nine segments given by VALS are
not appropriate, as two of the segments cover one-third of the entire population, leaving the
Test to be divided into-7 segments, which become too small to be of interest to many firms.
These nine segments. It shows four major groups.of classfication:

Need driven: (poor and uneducated).

Outer directed : (middle or upper income class consumer whose lifestyle is directed
by external criteria). ’ '

Inner directed: (people motivated by inner needs rather than by the expectation of
others).'

Integrated: (this group combines the best of outer and inner directed. They are fully
matured ). A further break-up of these groups is shown in the figure, and their char-
acteristics can be described as given below:

Survivors:They are disadvantaged people, who are poor, depressed and withdrawn.

. Their purchases are price dorninant, and they like to buy products which are econom-

ical and suit their pocket . They are not very knowledgeable.

Sustainers: They are motivated by brand names. They look for é;ua.rantee and are im-
pulse buyers. These people are disadvantaged and want to get out of poverty, ’

Belongers: They buy products which are popular . They are careful and brand loyal
shoppers. They are people who are conventional, conservative, and unexperimental.

Emulators: They are status conscious and upwardly mobile. They emulate others, and
buy products to impress other people. They have high aspirations in life.

Achievers: They buy top of the line products. They are brand conscious and loyal.
They are leaders and make things happen. They want to enjoy a good life,;

I'am me: These people are typically young, self engrossed and given to whims. They
go after fads and do not mind taking the lead.

Experimentals: These people phrsue arich inner life and want to directly experience
what life has to offer. )

Societally conscious people: They are simple, frugal persons; who read labels careful-
ly and seek information. They are cons_cious of society and social responsibility. They
want to improve conditions in society,

Integrated: These are fully matured people and constitute the best of outer and irmer
directed. ' '

These segxhents did not appeal to many markrs and therefore, VALS 2 was introduced
in 1989, This system has mortif of a psychological base than the original, which was more
activity and interest based. VALS 2 is based on attifides and values. It is measured by 42
statements with which the respondents state a degree of agreement and disagreement. It has
identified three primary self-orientations:

Principle oriented: They are guided by tReir beliefs - and principles.

Status oriented: These individuals are heavily influenced by action.;, apprbval and
opinion of others. )

Action oriented: They desire social and physical activity, variety s G.d risk taking,

Notes
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These three orientations determine the .types of goals and behav:ours that CcOnsumers -
will pursue, and the goods they will get interested in. VALS segments, ¢onsists of eight
general psychograph.lc segments’ as shown in Fig. 1..

This classification is based on Maslow's hierarchy of needs. At the bottom are the
people with minimal . resources and, on the top we have people with abundant resources.
This" divides the consumer into three general groups or ségments. Each of these segments
have a distinctive lifestyle, attitude and decxsxon—makmg Characteristics of these segments
are given below : ‘

Abundant resources

Fig. 1. Values arid lifestyle “segments_ -
Strugglers: These are poor people, struggling for existence. Education is low, low
killed; without strong social bonds.

Makers: They are in the alocahon-onented category. They have roconstruction skills
and value self suf:ﬁmency

-

Strivers: 'They area status-onented category, but have alow income as thl'y are striving
to find a secure pl ace in life: They are low in econorme, social end psychological
resources. '

Believers'; 'I;by aninthe principle-oriented category. They are conservativ conventional
peoplé, with their neéds, strong faiths, and beliefs. -

Experiencers: They ‘are action oriented, young, vital, enthusiastic, impulsive and
rebellious. They have enough resotirces and experiment in new ventures. They indulge
in exercise, sports, outdoor recreation and social. activities.

Achievers: They are also placed high in the Maslow s hierarchy of needs and are career
and work oriented. They make their dreams come true.. : ‘

Fulfilled: As the name suggests they are satisfied and mature peopIe who are well
educated, value order, knowledge and responsibility. They are practical consumers
and conservanve :
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7.  Actualizers: They have abundant resources and are sophisticated in their taste and Notes

- habits. They are active, and have high self esteem. They develop, explore and express |’
themselves in a variety of 1'Ways . They have taste and are leaders in business, and in
government.

Concentrated Marketing Strategy

In this, there is one segment with a unique marketing mix de51gned for that parncular
segment.

Differentiated M;zrketing Mix

Each target segment receives a special designed marketing mix, that is, I for each market
we have a special mix consisting of product, price, promotion and place. Here we target’
several markets with different marketing mixes. This is called differentiated marketing.

Counter Segmentation

When a firm practices differentiated marketmg strategy in different target markets, some
segments tend to shrink, so that they do not have enough size and promise-and are not
worthwhile to be worked upon separately. They are merged together or recombmed for better
handling. This is known as counter segmentation strategy.

" 1.12 ENVIRONMENTAL INFLUENCES ON CONSUMER
BEHAVIOUR -

The factors that influence consumer behaviour can be classified into internal factors or
(individual determinants) and, external environmental factors . External factors do not affect
the decision process directly, but percolate or filter through the individual determinants, to
influence the decision process. The arrow shows how the external influences are filtered
towards the individual determinants to affect the decision process.

The individual determinants (interval factors) that effect consumer behaviour are:
* Motivation and involvement
*  Attitudes
® Personality and selfconcept
* Learning and memory .
* Information processing
* The environmental (external factors) influences
¢ Culture influences
¢ Subculture influences
* Social class influences -

® Social group influence
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* Family influences

¢ Personal influences

Other influences

Here we will discuss about environmental influences of col}.8urer behaviour in detail,
while individual determinants will be studied in the subsequentumt We shall gwe a brief
description of individual “determinantes as follows:

. Mohvahon and Involvement: In a society, different consumers exhibit different

consumer behaviour because they are unique and have unique sets of needs.
Motivation is that internal force that activates some needs and provides direction of
behaviour towards fulfllment of these needs. ’

- While talking of mohvahon, we cannot afford to forget the Maslow's Hierarchy of

needs which tells us about the primary and secondary needs. First the biological
needs of hunger, thirst, shelter are satisfied then the safety needs and then the
psychological desires of being accepted in society, seeking status, esteem, etc., are
satisfied. People adopt different methods to fulfil their needs. The need of transport
can be met by car, rail, bus or aeroplane. People choose different modes of transport
because of their level of involvementin different activities.

Attitudes: A person having a carefree attitude will buy an object without much
involvement. People who want to play safe and avoid risk talking, will go for a safe

" investment. People who want convenience and are short of domestic help, will have a

positive attitudes towards canned and frozen foods.

Personality and Self-concepk: It is the sumi total of our mental, physical and moral
qualitieé and characteristics that are present in us and that make us what we are.
Consumers try to buy the products that match their personality. People wanting to
look mainly will buy products with a macho appeal, which would enhance their
image and personality. People who give emphasis on comfort and care, will purchase
comfort products and so on. If one wants to emulate a film star his choice will be
different from others.

Learmng and Memory: In a family different members of the family are mterested in
different types of information which they individually

Self-Instructional Material: Mothers retain information regarding household items,
Father retains information regarding his interest in cars, otor cycles and other objects.

‘Children are interested in objects of their interest like amusement parks, joy rides,

Barbie dolls, etc. Our motives, attitudes, personality filters the information . Keeping
only relevant information in our minds and, keeping the others out. This is known -
as selective retention. We retain in our memory only selective information that is of
interest to us. -

Information Processing: All consumers analyse -and process the information they
receive. These are activities that a consumer engages in, while gathering, assimilating
and evaluating information. Consumers assimilate and evaluaté selective information
and this reflects on their motives, attitudes and personality and self-concept.
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1.13 CULTURE INFLUENCES ' ~ Notes

Definition ‘

*CULTURE is the distinct'way of life of a group of people and their complete design for
living." Culture is that-complex whole which includes knowledge, belief, art, law, morals,
customs and any . other capabilities and habits acquired by humans as members of society.
Culture influences the pattern of living, of consumption, of decision-making by individuals.
It has certuin characteristics and is transmitted . from one generation to another

It is a comprehensive concept and includes all those things that influence an individual
in his thinking and behaviour, e.g., People in the western wold have a different culture than
those in the east. Their behaviour, living style and decision making is different from those
in the eastern countries.

: 'Chara_ctéristics
Culture shows following characteristics:
Culture is invented by three inter-dependent systemé:

(i) Ideological system-mental system consisting of ldeas, beliefs, values and ways of
reasoning (good or bad).

(i) Technological system- consists of skills, techniques to produce.
(i) Organizational system- (family and social class) coordinates be:haivit;ur.
*  Culture is learned as it begins early in life and is learned through generations.
= Culture is socially shared by-human beings living in societies.
*  Culture as similar yet different. Athletics, sports language music rituals are
_ cbserved by all but are different.
* Culture is gratifying and persistent;You get satisfaction yet change is difficult.
¢ Culture is integrated and organized.
* Culture forms noruns and is preseriptive. . -

* Culture is acquired. It can be acquired from the family, from the region or from all that
has been around us while we were growing up and learning the ways of the world.

. ® Culture forms a boundary within which an individual thinks and acts. When one
thinks and acts beyond these boundaries, he is adopting a cross-cultural behaviour
and there are cross-cultural -influences as well,

The nature of cultural influence is such that we are seldom aware of them. One feels,
behaves, and thinks like the other members of the same culture. It is all pervasive and
is present everywhere. Culture is a very broad concept and pervades like the air in the
atmosphere. Culture can be divided into two distinct components. '

Material culture influences technology and how it brings cultural changes, i.e., use of
telephones, mobile phones. television, clothing styles, fashioris and gives the marketeers a
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Notes - ' chance to .improve' the product, packing, etc, to meet the needs of the consumer, etc.’

- 30 1R Self-Instructional Material

Variation in Cultural Values

There are ‘three i)road forms of cultural values

r

Other Orieitted Values of CuIture

This shows the relahonsh.lp between individuals and the society. The relatlonsh1p mﬂuences .
marketing practices. Ifthe society values collective activity-decisions will be taken in a group.
It gives rise to following questions which affect consumer behaviour:

* Individual/collective: Whether individual initiation has more value than collective
© activity. '

Romantic orientation: This depicts whether the communication is more effective-

" “which emphasises courtship or otherwise. In many countries, a romantic theme is

more successful. ) .
Adult/child theme: Is family life concentrated round children or adults? What role
do children play-in decision-making? '

Masculine/Ferminine: Whether the society is madé dominant or women dominant or
balanced.

 Competitive/ Cooperation: Whether competition leads to success. This is achieved by

forming alliances with others.

Youth/age: Are prestige roles assigned to youngef or older members of the society?
American society is youth oriented and Korean is age oriented. Decisions are taken
by mature people in Korea.

Cleanliness: If a culture lays too much stress on cleanlmess, there is scope for the saIe
of beauty creams, soaps, decdorants, insecticides, washing powder. vacuum cleaner,
etc. ’

Perfoxmance Status: A status-onented society cares for higher standards of living and

.chooses quality goods and established brand names and high-price items. This is true

for the United States, Japan, Singapore, Malaysia, Indonesia, Thailand and most of the

* Arabian countries.

Tradition/change: Tradition-oriented sacieties stick to the old product and resist inno-
vation or new techniques. In traditional societies, there is less scope for new products,
and old traditional products are in-greater demand. In some societies, which are
upwardly mobile, consumers are looking-for modern methods, new’products, new
models and new techniques.

Risk -taking /security: An individual who is in secure pgsition and takes a risk can be

either cc_)nsidered venturesome or foolhardy. This depends cn the culture of the soci- -
ety. For developing, new entrepreneurs risk taking is a must.

Problem solving/ fatalist: A society can be optimistic and have a problem-solving



An Introduction to Consumer Behaviour

attitude or, be inactive and depend on fate. ) Notes

* Nature: There are differences in attitude over nature and its preservation. Consumers
stress on packing materials that are recyclable and environment friendly.

o Self-oriented Values _

* Active/passive: Whether a physically active approach to life is valued more highly
than aless active orientation. An'active approach leads to taking action all the time
and doing nothing. In many countries, women are also taking an active part in all
activities. This makes the society highly active one, where everybody is involved in
work. g - -

® Material/non-material: In many societies, money is given more importance, and a lot
of emphasis is on being material minded . While in many societies things like comfort,
leisure and relationships get precedence over being materialistic.

¢ Terminal materjalism: It is the requisition of materialism.for the sake of owing it rath-
er than for use-Art is acquired for owing it. Cultural differences play an important
role in this type of materialism.

* Hard worklleisure: This has marketing implications on labour saving products and
instant foods. Some societies value hardwork and consider it as a fuller life. Others
adopt labour saving devices and instant foods to have more leisure time at their
disposal.

* Postponed gratification/immediate gratification: Should one save for the rainy day
or live for the day? Sacrifice the present for the future, or live only for the day?
Some countries like. The Netherlands and Germany consider buying against credit
cards as living beyond one's means, whereas credit cards are very popular in America
and other countries having a different cultural orientation, some prefer cash to debt.
Some societies save for a morrow, others enjoy the present and spend lavishly.

* Sexual gratification/abstinence: Some traditional societies curb their desires, food;
drinking or sex, beyond a certain requirement. Muslim - cultures are very conser-
- vative, and do not want their women to be seen in public or be exposed, so the
Polaroid camera which gives instant photographs can be purchased and pictures can
be taken by the family members without their women being exposed to the developers

in a photo lab.

*  Humour/Serious: Should we take life lightly and laugh it off on certain issues or, take
everything seriously? This is another aspect of culture. Advertising personnel selling -
techniques and promotion may revolve around these themes and the way the appeal

. for a product is to be made in various cultures

1.14 SUBCULTURE INFLUENCES

Within a culture there exists more homogeneous subgroups. These groups have their own
values, customs, traditions and other ways of behavieur that_ are peculiar to a particular
group within a culture.
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Notes For instance, the Hindus in India have a certain pattern of living, values, food habits,

: ‘clothing they wear and the language they speak. These can be divided into at least two

_ subculture. The Hindus of the south whose food habits, clothing, values etc., are hdmogeneous

- in themselves but they are different from the Hindus of North which is a second subculture.

’ The Hindus of North are homogeneous in themseives but Heterogeneous when compared to

: those living in the South. Their Language, and clothing, modernization and their consumption
are all different. Subcultures exist in all societies and nations. -

" When we are talking of subculture, we must understand the term ethnic as well Ethnic
identification is-based on what a person is, when one is born and is largely unchangeable. -
Members of ethnic groups irl general descend from same forebears. They tend to reside
in the same locale. : .

"8 Tend to'marry within their own group. Share a common sense of peoplehood.
"* The ethnic group can be divided on the basis of race, nationality and religion.
_In. America, we have three exalmples of important US. subcultures. These. are:

P

° .Black subculture: They a :e disadvantaged compared with whites
" & In terms of education, occupational attainment.

2. Asian Americans: This pupulation consists of Chinese, Filipians, Japanese, Indian,
Korean, Yietnamese, Hawaiin and other segments in the US. It is the fastest growing
rmnonty They are scattered all over America and 56% of them live in the west. They are
h1ghly “ifbanized and about 93% li'e in the urban area. They have following characteristics:

® Their family comes firs: in the making of important decisions. They care for their
parents.

~* They adopt moderate behaviour instead of extreme behaviour.
o Their relationship with parents are forma.lxsed
"\They return favour to others.
- They do not show affe tion openly. Th.ls is not acceptable
e Amencans are a food' target for marketeers.

) 3 Hlspa.me Culture: These are Spanish people moving to US.A. from Mexico. Although
they liké.to Five in U.S.A. but they do not want to loose their ethnic character, their cultire
and language. Their home is not far away from Mexico and they can always go back to
their home. They strongly stick to their Spanish language. These constitute about 8% of the
population. They are largely of Mexican origin, some from Porto RICO and Cuba.

Subculture in India

In India, we have cultures of different states, different religions etc. for instance we have
the Punjab subculture, Bengali and Madrasi subculture, Maharashtrian or the culture of the
west; Kashmiri culture -of the north, the culture of Uttar Pradesh with a lof of "Tahzeeb" or
respect and mild and docile caring for each other. The culture of the Nawabs, culture of the
Rajas and Maharajas.
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Social Class Influences ‘ _ : Notes

A social class refers to a social position that an individual occupies in a society. People
belonging to a social class have many characteristics, such as education, occupation, ownership
of property and source of income. We, in India have many social classes and these divide
the society into a hierarchy of classes, varying from the high class to low. The memibers
within each group have almost the same status, income, buying characteristics. Secial class
influences the decision-making of groups and individuals.

We are aware of our social class to a certain extent, which gives us an idea of our
status, Social class is a reality of life. It reflects on thé marketing behaviour of consumers.
The products we buy, the style we prefer, the stores we visit and want to buy from.

Definition

1. A social class is a hierarchical division of a society into relati vely distinct and
homogeneous groups with respect to attitudes, v_p,lues, lifestyles, etc.

2. Tt isarelatively permanent and homogeneous division or strata in a society, which
dif fers in their wealth, education, possession, val ues, bel iefs, attitudes, frie ndship
and manner of speaking. Status difference also reflects on prestige, power and
privilege ‘ '

~

Concept

The concept of social class involves families rather than individuals. Members of the same
family enjoy the same status, as they belong to the same social class and share the same house,
share a common income and have similar values . These characteristics effect their relationship
with others. Social class results from large groups in a population sharing approximately the
same life styles, who are sfratified according to their social status and prestige.

All countries and societies have variations in social standing-many countries, including
China, tried to have a classless society but not with great success. Social stratification is thus
a reality of life. As shown, the behaviour of all social classes are unique within themselves
Social classes usually ment the following five orientations:

1.  Bounded: The social _clasées are bound by certain tacit restrictions which include or
exclude certain ,individuals, places or objects. These are tacit rules they follow by
themselves. They restrict behaviour as they share. similar educational background,
occupation lifestyle etc. ‘

2. Ordered: All social classes have a hierarchy o].* stratification in terms of income,
prestige and status that distinguishes them from the others.

3. Mutually Exclusive: The individual only belongs to one "lass and behaves and acts
accordingly. However, the movement from one class to another is possible and
goes on with time, We have a new rich class which has moved upward with the time.
They are upwardly mobile and belong to the open system. Those in closed system
have inherited and inscribed status. They cannot leave their social class.,
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Notes 4. - Exhaustive: That every member of a social class must fit into some class and be
identified with it.

5. Influential: There must be behavioural variations between classes or they may be
expected to behave dxfferently Based on the above criteria, it is clear that a strict and
tightly-defined social class system does not exist,

Classification

* Social classes are basically divided into three major categories-upper, middle and lower. For
the great spread, we have further classified them mto four classes by bringing the workmg
class in between the middle and lower

Social Classes and their Buying Patierns

The buying behaviour of individuals and groups are étrongly influenced by the social class
to which they belong, or aspire to belong. Social class is also linked to demographic and
geographic data. These classes are found living in clusters and have relatively homogeneous
geodemographic segments in terms of housing, urbanisation and other, viz. class difference
in status is symbolic for food, housing, chthing, purchases, and lifestyle.

Warner's index uses 4 variables as an index of social class. These are occupation, income,
house and dwelling area. Warner has categorised the social class into 6 categories. This
helps the marketeers in deciding their tafget group and the marketing strategy for each. For
instance, the concept of -mass marketing can be more successfully applied to middle or the
lower classes, rather than the upper class..The upper class is a-target for speciality goods
and rare commodities which depict their social status. )

Social classes have also been classified- into_ six categories by Warner

1. Upper Upper Class: This is the most wealthy, aristocratic class having a lot of property.
This is a small-sized segment and has to be targeted for novelty, expensive and luxdty
goods by the marketeers. This class has access to property, prestige and power.

2. Lower Upper Class: They are lower in status than the upper upper class and try to
imitate their lifestyle. They ate known by their conspicuous consumption and are also
a smaller target market for luxury goods. They try to acquire .the habits and

lifestyle of the upper upper class. The products used by the upper class trickle down
to this ciass and is known as the trickle down ef fect

3. Upper Middle Class: This class has achieved success in life and consists of managers,
" professionals, lawyers, professors. They are also owners of medium-sized business.
They therefore take membership of clubs and have a broad range of cultural interests.
They are hard working and want to reach higher in socity. Their aspirational group is
the upper class.

4. Lower Middle Class: The common man represents this group. Some are highly paid
workers and small business owners and may not have a very high education. This
class aspires for respectability. They wish to have well maintained houses in good
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neighbourhoods. Marketeers sell products, to this group, which have respectability . Notes
and social acceptance in the socie\.y.

5. Upper Lower-Class: They live for the present. They and the lower lower class
constitute the major percentage of population, Their buying habits are influenced
by their cultures and sub-cultures. Their social activities influence the purchase of
product. )

6. Lower Lower Class:They live in utter poverty. Their main concerns to fulfil their
basic physiological needs. They need shelter, clothing, food and go for economical
purchases. Their first priority is the price and they cannot afford any ‘unnecessary
expenditures. ' :

Marketing Strategy and the So ial Classes

Marketeers are interested in supplying the right products to the right customer
(target segment ) at the right price at the right time and with the right promotion. For
this, first the target segment is selected and this can be done on the basis of social class,
which is a better prediction of a consumer's lifestyle than income. Reasons for shopping and
purchases also differ among the social classes. The designing a market strategy using
social stratification, a process it followed in which: :

» The marketeer relates the status of the group to the prodﬁct.
¢ Data is collected as the targetf>d social strata.

e Positions the product according to social status.

» Develops a proper marketing mix.

While relating a prod uct to the status of the group or individual, one has to understand
that the product or brand consumed varies according to_incorne, which may restrict the p
urchase of expensive items like cars. :

Education influences the consum ption of 4ne arts, of imported goods and varies with
social class. Credit cards, etc., are also used by different social classes for different purposes.
This provides a motivation for purchase. Some use it for convenience and safety, or both,
others use it to pay the monthly bills .

Some products are used for symbols of prosperity,”and to project their social class.
Products are offered for different use situations, i.e., parties, marriages gifts, daily use, etc.

The next step is to gather data on the ﬁfestyles of people and how they want to become
upwardly mobile by aspiring to have a desired lifestyle. To promote the product to thPir
lifestyle, proper media must be chosen and used effectively.

The shopping habits of buyers and their patterns of buying are also to be studied
carefully. In the third step, the product is positioned. It is positioned according to different
income groups and social classes, e.g., Maruti-800 is an economy car; Zen is a world car;
Esteem is more spacious and expensive. Consumable products can also be positioned as
a health drink-Bournvita, economical drink (Rasna), fizz drinks, ete. The products can be
positioned according to the needs of the social classes. The last step is to find out and offer,
a proper marketing mix to the social class. This consists of product, price, promotion and
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Notes distribution, which have many alternatives and have to be juggled to suit the target market,
The after sales service is also very important and must be given due empha51s to satisfy the
customer, and ensure repeat sales.

'1.15 REFERENCE GROUPS

All of us belong to some group or the other and, we also.associate ourselves with different
groups in our daily life. Of course, the most primary group with whom we are mostly in
touch with, is our family. The groups that we associate with or the groups that we meet and
mteract with influence our behaviour to a certam extent

Defim"tion _

A group consists of two or more individuals who share a set of norms, vai.ues or beliefs and
have certain implicitly or explicitly  defined relationship with one another, such that their
behaviour is interdependent. Groups give an opportunity to individuals to learn and socialize.

= Marketeers use the knowledge of group influences when designing market . strategy.
Reference group is a group of people whom you refer to, while making buying decisions.
They help you inbuying items like clothing, etc. Reference groups influence consumer
behaviour by building aspirations for the individual and, helping him to choose the product
for a particular lifestyle.

- Levels of Group

There are three levels of group involve'llent. These are:

1. Compliance:.. The members of the group have to comply only by overt or operll
. behaviour with the norms and standards, i.e., comply by paying certain fixed fees.
Being present on time. Wearing the same clothes, etc. It makes no demand on the
change of attitudes, beliefs of the person concerned.

2. Identification: Thisis a deeper relationship where the individual not only complies to
_ the standards, but also maintains a social relat10nsh1p and changes. hi perceptiontoa
- great extent. i.e., you can JOID a servlc organization only for bemg a member or, you
' can change your perception and become service minded and actually start believing in
service doing and, appreciating to achiéve the service objectives of the organization.

3. Internalizing: Here ynu become more committed and, not only believe in service, but
also try to enforce the objects and views on others, to get more  deeply involved in
it. You make or force others to follow the norms and rules of the organisation. An -
example of the process can be that you are born in religious swrroundings and perform
rituals enforced on you. The next stage is that you start being religious yourself and
the third stage is that you start preaching the same to others. There are four types of
reference groups. These are: '

* Membership and Non-membership Groups: This is a simple- and seif-
explanatory classification A menbership group  is one to which one belongg,

L™ -
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Non—membershlp group are groups of Wthh you are not a member. but may | . Notes
-aspire to belong to, ) )

*  Formal or Informal Group: A formal group has a structure and some objectives
and th e roles of the members are defined. Certain rules and regula twns are
followed. An informal grou p has no structure. People come and go at random,
e.g., a group meeting in the market place having tea and snacks together, meeting
without much pur pose.

¢  Primary or Secondary G’;oup: This depends on the frequency of contact. Primary
group cansists of family, close friends, peers and busi ness associates with whom
one has regular contact. Secendary groups meet irl'ffequently and are not so
closely knit: Club membership groups and shopping groups are secondary
groups. )

*. Aspirational Groups: Aspirational groups are the groups you aspire to belong
to and want to join at some future time. These are k.nown as anticipatory
aspirational groups.

We also have symbolic. aspirational groups to which a person is attached but

‘not likely tc belong to. These are professional sports groups, or some other elite
group. It is important for marketeers to make a study of the behaviour of groups
and accordingly formulate strategies.

Consumers use these groups as a point .of reference at different times. Primary
groups exert greater and more direct influence on purchasing behaviour, and the
a_dverﬁsérs_, use family settings and family events as a means of advertising them
to influence consumers.

Reference. groupé can be further classified into four categories given below,
depending on the functions they perform and,-the kind and degree of influence exerted
by them. These groups lay down certain norms, roles and status that are followed by
members. ‘

Norms are unwritten codes, or standards of conduct that are assigned to individuals
within a group. Roles are the part that the members play as initiator, influencer, gate keeper,
decision maker, the purchaser and final use.

Status is the position of authority that is designated within a group. High status
relates to more power, e.g, father and mother in a family have greater status, than
the other family members.

Thus, there are four categories of reference groups namely normative, comparative,
status and dissociative groups. We shall discuss these one by one.

Normative Groups

These are groups that uphold the norms of the groups. There are values that must be adhered
to, while exhibiting consumer behaviour. There is also the judgement or the perspective one
uses in defining personal situations. These norms also influence the choice of clothing or how
‘much a person should eat or drink at a party-normative influence may lead to normative
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Notes behaviour.

: ' The influences are exerted on pu:chase of clothing, furniture, appliances, food, ete.
These -are visible items. Other items like mouth-wash. perfumes, etc.,, may not be wvisible,
but are used for the approval of group members. Normative influence is also known as
utilitarian influence, which occurs when an individual fulfils group expectations fo receive
a direct reward or to avoid a sanction.

Comparative Reference Groups

These are groups with whom the individual compares himself and his attitudes. He compares
himself to other members of the group to find out whether they support his views and
attitudes, The new resident in the neighbourhood are attracted to neighbours who are similar
to themselves, becaﬁse_ they reinforce existing attitudes and behaviours.

Advertisers also use spokesmen who are perceived by consumers as similar to themselves,
because tlfey reinforce existing attitudes and behaviour. Comparative reference groups provide
* the basis for validating beliefs, values and attitudes.

Dlssomatwe ‘Group

. Some individuals do not want to be likened to, or 1dent1ﬁed by a group of md1v1duals
They try to dl_ssomate\ themselves from that group. These groups are known as
" dissociative groups.

Status Reference Group

When one refers to the status or a position of the people in a group, he is referring to status
reference group. An individual who may not belong to this group may .aspire to achieve that
status and, want to be a member of that group (aspiration group).

Reference Group, Social Influence and Social Power

The influence of reference groups as consumer. behavmur is ieit through the influence of
(s social power. There are five basis .of social power, These are:

¢ Reward Power It is the ability to give rewards in the form of money, gifts, psycho-
logical rewards such as recognition practice. In some cases, 'products like clothes,
durables goods, etc., are also offered.

* Coercive Power; It is the ability to give threats or withhold rewards. It is the threaten-
ing or coercive power to influence consumer behaviour e.g., the purchase of accepted
clothing, deod])rarts, mouthwash and LIC Policies, are sold by using coercive ppwer. |

¢ Legitimate Power: It is'linked to cultural or group values. The groups influences the
consumption pattern to which they belong. It is the power one has, because of his
Jegitimate position in an organization i.e., a manager.
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* Referent Power: It is used to by a status-oriented product which identifies the feeling ’ -Notes
of oneness with the group. The group member is urged to obtain a similar status by
purchasing the recommended iiems.

* Expert Power: Buying behaviour is influenced by the expertize of the peopl in the
group. People who are experienced and technically qualiffed in an area. A person may
be attracted to and conform to group norms, either in order to gain praise or recogni-

" tion, or in response to.coercive power.

Factors Affecting the Influence of Reference Groups

A reference group pr;)vides benefits to individ uals and that is why people associate with
reference’ groups. It exerts an influence on the individual's behaviour and the degree of
influence is determined by:

Firstly, how informed and experienced the individual is? If the individual is less informed, | =~ .-
he relies heavily on the reference group or, if he has little or no experience even then he
. locks up to the groups for information and guidance.

Secondly, if the group has high credibility, greater influence can be exerted by it on.the
individual's bhaviour. It can thus change the attitudes and beliefs of the consumers. Consumers
will look upon it and refer to it more for information on preduct quality.

' ' 5

The Nature of Reference Group Influences on Products and Services

When people meet in a social setting they discuss their experiences with the products that they
have used and, express their likes and dislikes and preference and, attributes of the product.
The individuals also buy products or use services which they see others using or buying.

Reference group influences the product and brands when the product is conspicuous.
The conspicuousness can be measured by:

Exclusivity Dimensions

Exclusivity refers to few people possessing or using the product, and if many are using the
product it is less exclusive. Necessity goods are less conspicuous than luxury goods. Products
which are necessary will be used by many consumers whereas, luxury products will be used
by few chosen customers only,

Visibility Dimension

If the product can be seen and identified by many, it is more visible. Products consumed
in public are more conspicuous than products consumed in private. The figure shows four ‘
categories which are public necessities and public luxuries and private necessities and private .
* luxuries.
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Notes "| 1.16 FAMILY LIFE AND BUYING ROLE

Family Life

A family is two or more people living together who are related by bloted or ﬁmrriage It
is a part of a household which consists* of individuals living smgly or together with
others in -a residential unit.

Consumer behaviour is influenced not only by consumer pesonalities and motivations,
but also by the relationships within families (family is a'familiar social unit).

 In a family, members mitst satisfy their individual and shared needs by drawing on a
common and shared, relatively fixed supply of-sources.

The individual family is a strong, most immediate and most pervasive influence on
decision-making. The husband. wife and children influence each other and are influenced
- by others.

A consumixr is influenced by many factors as shown below

~

- Child:

: Cogmhons
‘behaviours -
envaronments

Fig. 2. The reciprocal influence of family members

It is important for a marketeer to know the family structure and its consumption
characteristics. He should be able to understand the family which is a subset of a household
A household is made up of persons whé live-and occupy a housing unit.

These include both, nuclear and extend d families. A household is a basic consumption
unit for most consumable goods. Major items such as housing, automobiles, electrical appliances,
washing machine, etc,, are used more by "heuseholds than individuals.

In a household, many items can be shared and possessed, whereas individuals some
times do not posses many such items -individually. -
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Fig. 3. Marketing strategy
In our social culture, two main types of families are found. Such as:

* Nuclear family: It consists of two adults of opposite sex living in a socially approved
sex relationship wi h their children. It conists of husband , wife and their offspring.

* Joint family: It includes a nuclear fam ly and other relatives such as parents of hus-
band/wife, aunts, uncles, and grandparents, also.

117 FAMILY BUYING INFLUENCES

Family is a social group. It is also an earning, consuming and decision making unit. All
purchases are influenced by family members. Family is a closely-knit unit, and the bonds
in a family are more powerful than in other groups. A reciprocal influence operates in all
family decisions. There are three main influences which are father, mother and other family
members.

Every member has his own motives, beliefs and predisposition to the decision process.
Every member is influenced and influences other family members. There is a reciprocal
influence exerted in the decision process other family members, There is a reciprocal influence
exerted in the decision process. It becomes important for a marketer to sort out all family
influences, and formulate a strategy for effective marketing.

Consumer socialisation is the process by which young people'acquire the skills,
knowledge and attitudes relevant to their functioning as consumers. Interactions take place
in a family which develops tastes, preferences, shopping styles, choice of clothes to wear.
How much money to spend, where to buy from, what to use at which occasions? How a
consumer is socialized. :

There are a number of background factors like the age, sex, social class, etc. Then there
are the socializing agents from whom they learn. These are media, family members, peers
and teachers. These influence the learning mechanism and the result is a socialized consumer.

L

Notes
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Notes 'Ad{rertisirig arid promotional activities have a strong influerice on consumer ‘socialization. It
’ can also be done by the family members through: : ’

‘o Instrumental training: In this the parent teaches the children the value of food, which
to consume which to keep away from. What choice is to be made for clothes, what
products to refrain from? How to avoid dysfunctional behaviour?

¢ Modeling: When a child learns the behaviour by observing others It can be conscious-
ly or subconsciously learnt. One-such example is smoking.

. Mediation: To make the children realise the facts by discussion, or by demdnstrqﬁon,
or by any other method available Inter-generational Influences

By this we mean that children learn from-their fathers and forefathers. A child is influenced
through generations, which develop religious and cultural values. The attitudes are developed
towards sports, leisure, education, social life. This is known as_ the inter-generational carry -
over. Children learn to use products and services used by their family .members, mostly
parents and grand-parents and some take pride in it too.

Family Décisioﬁ-making
In a family there is the:
e Instrument role: Taken by the head of the family for the achievement of special goals.

o Expressive role: Undertaken by the wife and other family members to provide emo-
) tional support.

Important buying roles are:

1. The instigator (initiator): Person who first suggests the idea of a product/service
" and initiates the purchase process.

2. The influencer: Person having diréct/Indirect influences, on ﬁnal purchase
decision.

~

3. The decider: Person who makes-the finaI decision.

4.  The purchaser (buyer): Person who actually purchases the product, pays for it,
takes it home. '

5. The consumer: User of goods / service. .
i Farmly Decision Stages

1. Problem recognition

2. Search for information

3. EBvaluation of alternatives

4. Final decision _
. - Husband-wife influence studies, classify consumer decisions as:
_e  Wife-dominant deci;iorlg, e.g., food, purchase of groceries.

. Hqsband-dominant decisions, e.g., automobiles, life insurance.

* Syncratic decisions (joint), e.g., vacations, choice of schools for children.
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¢ Automatic decisions (unilateral) Decisions may- either be: . Notes
* Consensual: Everyone in the family may agree with the desired outcome.

* Accommodative: Need conflict resolution by persuasion or bargaining. Element of
power within the family is obtained from:

- ® Economic resources: Persons making greater economic contribution have more eco-
nomic power. .

* Cultural norms: In a male dominated society-husband has greater powers.

* Expert power: More knowledge a person possess. Husband may know more about
cars-wife may know more about household items.

* Legitimate power: This depends on the role the family members play.
* Bargaining power: Power through give and take method.
* Reward /referent power: Giving rewards to others which are liked and appreciated.

* " Emotional power : Purchase decisions are influenced by emotions, sentiments " and

- feelings of one partner.
. [

1.18 PERSONAL INFLUENCES

Each individual receives the information and processes and evaluates the product in i
his own way. This is irrespective of the family, social class or cultural heritage etc. His own |’
personality ultimately -influences his decision. He has his own personal reasons for likes,
dislikes, price, convemence or status. . . .

Some individuals may lay greater emphasis-on price, others on quality and still others
* on status, symbol, convenience of the product etc. Personal influences going long way in the
purchase of a product. The personal influences can be linked {o the following; '

¢ Apge and life cycle stage Bachelor, married. Full Nest [, I Empty Nest ], II Solitary
Survivor

. Occupatlon, Blues Collar, White Collar.

¢ Economic Circumstances High Income Group Low Income Group Middle Income
Group :

» Lifestyle - Pattern of Living.
* Personality - It is an internal determinant which influence our consumption patterns.

® Self concept -How one perceives himself and his behaviour. Personal influence is the
effect or change in a person's attitude or behaviour a a result of communication with
others.

¢ The change in behaviour may be influenced by communication. It may be source ini-
tiated (by the influencer) or recipient oriented (by the influence).

¢ Communication may resultin one-way or two-way influence i.e., the individual may
influence while being influenced.

* Communication resulting in influence may be verbal or visual.
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" Notes

Personal influence is synonymously used as word-of-mouth, although the word-of-
mouth is only a verbal communication. Word of mouth communication is more effective
than advertising whether it is product or services.

The executives of the Paramount Motion Pictures has remarked that "Word of mouth
is the most important Marketing element that exists. "There can be 'Synthetic' or simulated
word of mouth (When celebrities talk to us on T.V. It creates a situation as if they have
eritered our house and are actually talking to us).

The other is the real'word of mouth. Both can be very convincing. The communication
should be positive, to be effective. The word of mouth of communication is strong because:

* Consumers view word of mouth as trustworthy information which helps in making
better decisions.

¢ Personal contacts provide special support and give a stamp of approach to a purchase
which is not the case in Mass Medfa.

s The information prov:ded is backed by social group pressures and forces the pur-
chase.

When choosing the products and services consumers are also influenced by advice
from other people. Today 80% of all buying decision are.influenced by some one's direct
recommendation. Dedision such as which Air Conditioner to buy, which Movie to see. There
are a Jot of interaction which helps the individual to make decisions. An individual can also
be personally influenced by ne1ghbours, friends, co-workers, acquamtances

Those who influence are the opinion leaders and those who are influenced are opinion
receivers. Personal influences are dependant on the process of communication. For a long time
marketing comrunication was a one-way process media which was dissipated by opinion
leaders. Audience now are not passive receivers of communication but take active part in
the two-way communication.

Thé verbal flow of communication-and personal influence may take between a source
and receiver in the following stages: '

1. Source initiated-one-way influence "Ram told me how good his Fridge was, so I
decided to buy one". ' - ' ’

2. Receiver initiated-two-way influence '71. asked Ram what brand of Fridge h
recommends”? ’

3. Source initiated-two-way influence "I howed my cupboard to Ram. He got
interested and said that he would buy one as soon as possible".

4.  Receiver initiated-two-way influence "I asked Ram what he know about electric
ranges? We had a nice discussion of the features of various brands’.

1.19 DIFFUSION OF INNOVATIONS -

Diffusion is process by which a new product is accepted and spreads through a market. It
is a group phenomenon, in which first an idea is perceived, then it spreads throughout
the market and then individuals and groups adopt the product
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. We will define diffusion as follows: "Diffusion is a process by which the Notes
_ acceptance of an. innovatioh / new product, a new idea, a new service, is spread by :
communication to members of a social system over a period of time."

Innovation "An innovation is an idea, practice, or prod uct, perceived to be new by
an individ ual or a group." A prod uct is said to be an innovation when it is perceived by
the potential market as a change, and not by a technological change brought in it

New products or new services have been classified as under:
1. Firm Oriented: If the product is new to the company, it is said to be new.

2. Product Oriented: It focusses on the features inherent in the product and the effect it
has on the consumer's established usage pattern. This leads to three types of product
- innovation-continuous, dynamically continuous, discontinuous innovation.

3. Market Oriented: It stresses on how much exposure consumers have on the new
product:

(i) It canbe new if purch;ased by a small percentage of customers in the market.

(i) Itisnew if it has been forarelatively short period in the market.

Consumer—-oriented Items

It is based on the consumer's perception of the product If he judges it to be new. For
example, the Polaroid camera can be considered as an innovation, because a whole lot of
people who constitute the market, use it, and can get photographs in minutes. Microwave
oven for examplé iy an innovation. It does wonders for cooking and warming of foods,
. Similarly mobile phones,cell phones can be considered - an innovation.

Not only are they popular. but they were unthinkable a decade or two back. Innovation
can be of various degrees. For instance, a microwave oven is more of an innovation
than sugar-free cola. In innovation, behavioural changes take place. These behavioural
changes can be small, modest, or large.

Types of Innovation

The innovation-can be continuous, dynamically continuous or discontinuous. *

Continuous Innovation

In this type of innovation, minor behavioural changes are required for adoption of the
product from ordinary cookware to Teflon-coated cookware, where minor behavioural
changes are required. A modified product, e.g., a new scuba watch, nhew car model or,
low-fat- yogurt, etec. -

Dynamically Continuous Innovation

Communicator behavioural changes are required for the adoption of the product. Products
1J?. this category include compact disk players, cellular phones, erasable ink pen and
. disposable diapers
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Discontinuons Imzovatmn

Here the adophon of the product requires major behavioural chariges and the product is
new, and requires high involvements of the user, along with extended decision-making,
which consists of the following steps:

1.20 DIFFUSION PROCESS -

- Diffusion process is the manner in which innovations spfead ithfoughout the market. Spread

tefers to the purchase behaviour where a product is purchased with some continuing regularity.

The diffusion process follows a similar rattern, overtime, irrespective of the social group
or innovation. The typical d iffusion process shows a slow growth or adoption. It later rises
rapidly, and then a peried of slow growth is noticed. In fast d iffusion process, the product
clicks immediately. The spread of innovation is very quick. People patromse the product
immediately,” and later on there is again slow diffusion.

1t slow diffusion process, the product takes a lot of time.to diffuse or spread and the
consumer follows a pattern of adoption slowly by getting acquainted with the- product. -

These studies show that fhe products take a certain amount of time, from when it ‘gets
introdueed to its saturation. The marketeer therefore has to understand what determines the -
spread of innovation in a given market segment, and how do the early buying consumers
differ from those of late purchasers. - '

The rate of spread of innovation depends on a number of factors listed below:

. & Type of group: Some groups who are young, affluent and highly educated , accept
changes faster than the old, traditional and poor groups. This shows that the target
market is an important determiniant of the rate of diffusion. )

® Perceived risk : The more the risk associated with changing to new innovation, the
slower is the rate of diffusion. The risk consists of the product not performing as ex-
pected, the risk of the consequences of change-over, and therisk of reverting- back
to the old product, if not satisfied with the innovative produtt.

¢ Type of decision: An individual vs. a collective decision. Individual decisions head to
faster diffusion than collective ones.

" » Marketing effort: This also affects the diffusion proc’ess. More aggressi‘ve markeéting
effort, consisting of high and continuous advertizing expendxture, dl[-fuses faster,
than otherwise. . '

® Trial: The trial can be taken at low cost and low risk, the diffusion is faster. Some -
products can be borrowed, rented or, their trial can be taken at retail outlets. These
products like medicines, and other low-pnced items have faste_r diffusion. These days
even car outlets are giving free trials and rides to prespective customers to make their
new models of cars diffuse faster.

* Fulfilment of felt need: The faster a need is sausfied or fulfilled by a product, the
greater is the rate of its diffusion.

7. Compatibility: The more the product is compatii:le with the beliefs, attitudes
and values of the individual or group the faster the diffusion vegetables soup for
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vegetarians, ordinary microwave, no roasting. ' Notes

8. Relevantadvantage: The advantage could be of price, quality, ease of handling product
quality. To have quick diffusion, the product must offer either a price advantage or a
performance advantage. Washing machine is expensive, but a labour saving device.

9. Complexity: If the product is complex (difficult to understand and use) the diffusion
is slower. The product may be complex but it must be easy to understand. Complexity
.may be because of many attributes (attributes complexity which are difficult to _
understand ). The other complexity may be trade off complexity. The trade off
takes place between cost of purchase and economy. Convenience vs. space or
speed of cooking vs. quality of cooking, as in microwave ovens. ' ’

10. The more easily the positive effects of the products can be observed, the more
discussion takes place and faster the diffusion process, e.g., cell phones.

[N

SUMMARY

* Consumer behaviour can be defined as the decision-making process and physical ac-
tivity involved in acquiring, evaluating, using and disposing of goods and ser-
vices.

® The most important reason for studying consumer behaviour is the role that it plays
in our lives, We spend u lot of time in shops and market places. We talk and discuss
with frien ds about products and services and get lot of information from TV. This
influences our daily lives.

* By market segmentation, we imply that the entire ﬁyu'k&t is broken down into smaller
groups having similar -wants. They are homogeneous in themselves and heteroge-
neous with other groups. The market can he broken down on various bases. These
are-Demographic, Psychographic, Benefit Segmentation etc.

* The products we conslJm e are related to our lifestyle. Lifestyle marketing estab-
lished a relationship between the products offered in the market and targeted life-
style groups. Lifestyles segmentation is based on activitie and interest and opinions
of groups. These are psychographic segmentations, and hfesty]es are derived from
psychographics. .

* The factors that influence consummer behaviour can be classified into internal factors or
(individual determinants) and, external environmental factors. External factors dq not
affect the decision process directly, but percolate or filter through the individual
determinants, to influence the decision process.

* Diffusion is process by which a new product is accepted and spread s through a
_market. It is a group phenomenon, in which first anidea is perceived, then
it spreads throughout the market, and then md1v1duals and groups ddopt the
product.
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An innovation is an idea, practice, or product, perceived to be new by an individual
or a group. A product is said to be an innovation when it is perceived by the potential

" market as a change, and not by a technological change brought in it -

Diffusion process is the manner inwhich innovations spread throughout the market.
Spread refers to the purchase behaviour where a product is purchased with some
continuing regularity. ’

These are groups with whom the individual compares hlmself and his attltudes He
compares himself to other members of the group to find out whether they support
his views and attitudes. The new resident in the neighbourhood are attracted to neigh-
bours who are similar to themselves, because they reinforce existing attltudes and
behaviours.

Advertisers also use spokesmen who are perceived by consumers as similar to them-
selves, because tlfey reinforce existing attitudes and behaviour. Comparative refer-
ence groups provide the basis for validating beliefs, values and attitudes.

. A reference group provides benefits to individ uals and that is why people associate

with reference groups. It exerts an influence on the individual's behaviour and the
degree of influence is determined by:

Firstly, how informed. and experienced the individual is? If the individual is less in-
formed, he relies heavily on the reference group or, if he has little or no experience
even then he looks up to the groups for information and guidance,

Secondly, if the group has high credibility, greater influence can be exerted by it on the
individual's bhaviour. It can thus change the attitudes and beliefs of the consumers.
Consumers will look upon it and refer to it more for information on product quahty

The Nature of Reference Group Influences on Products and Services

‘When people meet in a social set'tmg they discuss their experiences with the products-!’

that they have used and, express their likes and dislikes and preference and, attributes
of the product. The individuals also buy products or use services which they see oth-

“ers usmg ar bT.IYlI’lg

Reference group influences the pro duct and brands when the product is consplcuous
The conspicuousness can be measured by:

Exclusivity refers to few people possessing or using the product, and if many are us- .
ing the product it is less exclusive. Necessity goods are less conspicuous than luxury
goods, Products which are necessary will be used by many consumers whereas, luxu-

_ry products will be used by few chosen customers only.

Family is a social group. It is also an earning, consuming and decision ‘making unit.

. All purchases are influenced by family members. Family is a closely-knit unit, and.the

bonds in a family are more powerful than in other groups. A reciprocal influence op-
erates in all family decisions. There are three main influences which are father, mother
and other family members.

Every member has his own motives, beliefs and predisposition to the decision process.
Every member is influenced and influences other family members. There is a recipro-
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cal influence exerted in the decision process other family members. There is a recip- Notes
rocal influence exerted in the decision process. It becomes important for a marketer to
sort out all family influences, and formulate a strategy for effective marketing,

* Consumer socialisation is the process by which young people acquire the skills, knowl-
edge and attitudes relevant to their functioning as consumers. Interactions take place
in a family which develops tastes, preferences, shopping styles, choice of clothes to .
wear. How much money to spend, where to buy from, what to use at which occasions?
How a consumer is socialized.

abe
) KEY WORDS

¢ Consume: it generally refers to anyone engaging in any one or all of the activities.
involved in acquiring, valuating, using and disposing of goods and services?

® Marketing Strategy: is the game plan which the firms must adhere to in order to out
do the competitor or the plans to achieve the desired objectives? .

e - Lifestyle:Is a grou‘p phenomenon which influences others m the society.
* Culture: Is the distinct way of life of a group of people and their complete design for
living?

e Social class: Is refer to a social position that an individual occ upies m the society'?

REVIEW QUESTIONS

What do you understand by consumer?

What do you understand by consumer behaviour? What information is sought in

* consumer researches?

3. What are the reasons for studying consumer behaviour?

4.  What is lifestyle marketing? Explain its characteristics.

5. Expl ainVALS segment ation. Why importance w as given to VALS2?

6. How does the external environment help and influence the individual determinants
in consumer behaviour? '

7. Explain culture and its characteristics.

What are the variations in cultural values? Explain with examples.
9. Explain the concept of a social class. .
10. Describe the social stratification and its buying patterns.
11. What is a g-roup? Give some examples of groups and their level of involvement.

12. How can groups be dassified? A

13. What are factors affécting the infl :1ence of reference groups?

»

Self-Instructional Material 11 49



Consumer Behaviour and Markeﬁng Communication

Notes ' 14,

50 1§ Self-Instructional Material

15.
16.
17.

How is consumer behaviour inifl uenced by relationships within families? Discuss
w1th context to various family types.

Dlscuss the family lifestyle stages and the chang'ing ccnsumption patterns.

Explain innovation and diffusion. Discuss the stages in i."-; adoption process.

. What are various types of diffusion? List and explam the jactors that are responsible

for the spread of innova tion.
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2.0 LEARNING OBJECTIVES

After reading this chapter students will be able to:
* define individual determinants of consumer behaviour.

¢ explain that a consumer how to motivate to buy things and about their personality and
self concept.

* illustrate consumer perception and attitude formation. .

® describe consumer decision -process, problem recognition and search and evaluation.
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Notes

2.1 INTRODUCTION

This unit covers about consumer perception their personality, motivation, consumer decision
process and models of consumer behaviour. Perception js the most important psychological
factor that affects human behaviour. It is a process consisting of several sub-processes. These
are stimulus, registration, interpretation, feedback and. reaction.

The first step is the presence of stimulus, or'the situation which an individual faces.
This is followed by registration which affects the psychological organs. Thus, the individual
interprets (attaches meaning to the stimulus) and learns. Factors like learning help in the
perceptual process, : ' )

Personality is another internal determinant which influences our consumption pattern.
We tend to use products that go with our personality.

In consurner behaviour, motivation plays an important part in making a decision.
What is the motive of buying?' A motive is why an individual does a thing., Motivation is
an inner feeling that stimulates the action that is to be taken by an individual. It provides a
specific direction or, results in a response. A person can be motivated to buy a preduct for
convenience, for style, for prestige, for self-pride, or for being at par with others.

There are various consumers models which help in the understanding of consumer
behaviour. These are listed below. We shall discuss these briefly.

Consumerisin in one of the most popular social issues and is being publicised very fast.
The consumer today wants his rights. He wants his full value for the money he spends.
He is not ready to accept substandard.good or goods whase usage date has expired. He-
wants full satisfaction from the products he buys. J )

" The consumer today is very demanding, skeptical and critical. Therefore marketers
must understand the consumer behaviour to be successful in this changing environment.

- 2.2 INDIVIDUAL DETERMINANTS

i

The determinants of consumer behaviour can be grouped v three ajor capﬁons namely,
econemic, psychological and sociclogical. An attempt is made to elucidate these with least
complications. '

1. Economic Determinants

- Economic scientists wére the first among social scientists to study consumers and their

behaviour and provided the details about the solutions to the consumer and ‘consumption
problems. Economists, as we are aware, took man as a social and rational animal,

The basic economic determinants among others are:

1. Personal income .

One's income is the reward for one’s economic efforts. Income means purchasing power.
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When we talk of income in marketing sense, we are more concerned with ‘disposable income’ Notes
and “discretionary income’. '

"Disposable income’ is the amount of money that a consumer has at his disposal for
spending or saving or both. In other words, of the total gross income, whatever balance
remains after meeting preemptive demands like taxes, debt repayment and debt servicing
charges and the like. -

Any change in disposable income will have change in consumer buying decisions.
Decline in disposable income reduces the consumer spending; however, when disposable
income rises, consumer spending not-only rises but makes them to go in for more of luxuries.

In other words, disposable income causes change in the relative demand for different
categories of products and services. On the other hand, 'dlscrehonary income’ is the income
which is available after meeting the basm needs of living.

It is the residual disposable income left after meeting all the expenses essential to
provide a minimum subsistence needs to a family. Discretionary income changes have their :
own implications. :

A rise in discretionary income results in usually an increased spending by consumers on
those items that raise their living standards. Therefore, a continuous rise in the drscretlonary
income is hkely to change the very life-style of the consumers.

2 Family' income:

Where a consumer is the member of a joint family, the buyer behaviour is influenced by
the family income rather than the individual income. It does not-mean that one can ignore
the individual income, for family income is the aggregate of individual income of all the
members of the family.

In a joint family, it may so happen that a rise in an individual member’s income may
-be neutralised by a fall in another member’s income. That is why; it is the relationship .
between the family size or the requirements and the income that ﬁnalIy determines the
buying behaviour or the family members.

3. Consumer income expectations:

Many a times, it is the future income expectations of the consumer that influences such
consumer behaviour. It is the optimism or the pessimism about consumer income that
determines the level of current spending. :

If there are bleak prospects of future expected income, he spends less now and saves
more and vice versa. It is worth the noting here that the force and vitality of a tendency to
spend or save depends on the nature of consumer needs.

In case of basic needs of living, such tendency will be too weak for no consumer denies
the minimum subsistence level merely because to bleak future income expectations. However,
in case of non-essential goods, such tendency may be very strong to save than to spend. if
he is expecting weak future income generation and vice versa;

4. Consumer liguid assets

It is the consumer liquid asset position that influences the consumer behaviour. Liquid assets
of consumers are the assets held in the money or near-money forms of investments. The
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Notes . best examples of tius kind are hard cash, bank balance, bank deposits, shares and bonds
and saving certificates. These assets are built up to buy some consumer durables or to meet
unexpected future needs or contingencies.

If a ‘person has more such liquid assets, more carefree he'comes in spendmg the current
or the regular income.

5. Consuner credif

Availability or paucity of consumer credit has its impact on consumer buying behaviour.
Consumer- credit is a facﬂlty extended by a market to postpone the payment of products
bought to some fuiture date.

. Consumer credit takes number of shapes hke deferred payment, instalment purchasing,

hire-purchase. arrangements and the like. Easy availability of consumer credit makes the

consumer to go in for those consumer durables which he would have post‘poned otherwise, -
Further, 1t makes him to spend more freely the current income.

6. The level of standard of living

The consumer behaviour has the impact of the established standard of living, to which he
is accustorned. Even if consumer income goes down, the consumer spending will not come
down proportionately because, it is very dlfﬁcult to come down from an established standard
of living:

On the other hand, fxse in income tends to 1mprove upon the established standard of
living. In case the income falls, the short-fall is made good by borrowings to a certain extend
over a short penod of time.

1L Psychological Determinants

Psychologists have also provided certain clues as to why a consumer behaves this ‘way or
- that way. The major psychological determinants internal to the mdnndual are mohvahon
perception learning, attitude and personality. :

Here is an attempt to explain and to know their implications in so far as consumer
behawour is concemed

2.3 MOTIVATION -

Motivation is the "why” of behaviour. It is an intervening variable between stimulus and
response and a governing force of consumer behaviour.

When people think of adverhsmg, often they think about selling. But ad. agencies don't
like this, because it misattributes an outcome that isn't what we aré here for..

Another defined outcome is that advertising is there to grab the aﬂenﬁon-bf the andience,
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1 like to go one level deeper than that. Because [ My want to motivate them to make Notes
to get involved with the brand. [ want to find people that identify with the brand expression
and lifestyle concepts.

When customers are motivated to pay attention to our message, it’s going to make the
ad more effective. How to do this is another question.

Skills like SEO and ad placement are important skills to have. But making a good ad is
just as important, because if it doesn’t resonate, then you might as well just not send it out.

Let's look at a research-backed campaign model that shows us how to consistently
engage and motivate our followers.

Get Their Attention

The first order of business is to get the audience’s attention and enhance their motivation
to stay with the ad. To do that, I will use a model they taught us in my graduate program.
According to the model, motivation is defined as:

“Motivation is a consumers desire to process brand information in an ad. High motivation
implies that consumers are w1.llmg to allocate processing resources to brand xnformahon in
an ad.”

. Point one is getting their attention. The best strategy. will depend on what services or
products you sell, but here are some accepted strategies. .

Appeal to sex and/or food

People like to attend to stimuli that make them feel good There is plenty of research
that they can obtain and hold people’s attention. This will be the first sense contact you _
make, so striking the right note it key.

Using partial nudity is one that is used in the fashion business quite a lot. However,
it's not for everyone. How and when it's used is critical.

One study compared suggestive nudity with body oil ads versus “seductively’ dressed
women with a ratchet set. Another found nudity’s mild erotic appeal was deemed with more
favor when it was in line with the ad, e.g., more acceptable in an AIDS campaign, versus
Sudden Infant Death Syndrome.

Novel stimuli

When it comes to food and travel, creators are finding more ways to precent the same things
in unique ways. A'lot of that is due to the setup, but there are also new lenses that are
coming out that give an interesting perspective. .

Enhance ad complexity (edits and cuts) )
Following novelty, adding complexity to your ads makes it jump out and grab attention

more. This really came into wide uses in a series like “24” when they used constant scene
cutting to raise the Jevel of urgency.

When it comes to written copy, you add complexity by switching up the length of an
article or adding pictures in strategic places. Using novelty has been understood to help with
brand recall. Sotnie other ideas might include:

-Self-Instructional Material 1155



Consumer Behaviour and Marketing Communication

Notes ' . Inforr'nc;tﬁon_in the headline
* Actions ' '

* FElements in a picture

¢ Unnsual color

* A moment in time scénes

® Picture size

“Motivation refers to the drives, urges, wishes ‘or desires which initiate the sequence
of events known as behaviour.” as defined by Professor M.C. Burk. Motivation is an active,
strong driving force that exists'to reduce a state of tension and to protect, satisfy and enhance
the individual and his self-concept. It is one that leads the individual to act in a particular
way. It is the complex net-work of psychologlcal and phys1olog1ca1 mechanisms,

Therefore, motives can be conscious or unconscious, rational or emotional, positive or
negative. These motives range from a mere biological desires like hunger and thirst to the
most ‘advanced scientific pursuits like Iandlng on the Moon or Mars.

It was Abraham Maslow who developed five steps human need hlerarchy those of
survival-Safety Belongingness and Love-Easteem and Self Actualisation.

According to him, fulfillment of one will lead to the fulfillment of higher motives. The
implications are that as we move up in the ladder, the input of marketmg becomes more
and more deep and subtle.

Use prominent cues (loud music, action, etc.)

If your. communication with your audience exists anywhere near video through social media
* or podcats, the_n you can attract people’s attention with noise or actions. Like ehhanéing
complexity, swift action, such as speed ramps in videos, are very much in trend.

The simple reason is that it’s pleasing to the viewer, which is key for this strategy to
work. People will quickly dlick away if they find the content to be obnoxious.

- Relevant and reciprocal -

This wasn't inctuded in the overall model. However, if it were made a little bit later, then
it probably would have included reciprocity in it.

One of the most challenging parts of the advertising process is creating a piece of
content that will do two things:

/
Grab a person’s attention so that they’ll look at it. :

Keep them involved long enough for them.to process the brand. Both of these face stiff
competition with other ad agencies crowding out your message. Your strategy has to be
right -on target. Offering customers value first means we can be both generous and clever
and inspire people to return the favor.

It's something that I've written about before, but when people feel like they have been
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gwen something, there’s a desire to retum the favor as professor of psychology Robert . Notes
Cialdini points out. )

It is a trait that goes back to our hunter—gather days, but helpmg is something that we
could all use more of. .

Enhanicing Motivation

Now that you have their attentlon, next you'll need to have to motivate them. This step is
equally important. It's what keeps people engaged with the message.

Using a great story is your friend. The human brain has a powerful story ‘machine that
is best adapted to picking up context and details from a story.

It's why shows like “Seinfeld,” which prided itself on being a show about. nothing, was
able to capture our attention for 20 minutes. It's why we can read a really long book and
are still sad when it ends.

Use fear

This foliows from the last point because you can use fear in your story. However, it doesn’t
have to be very long at all. There are plenty of antismoking commercials that are less than
- 20 seconds and motivate people to quit.

* No plot, just a message that warns people.

* Open with a rhetorical (iuesﬁon.

Make it funny

Writers with good humor are mayi:)e the most under-appreciated. Research shows that when
you can entertain your audiénce with humor, you get massive benefits.

Research has shown that making content fun and funny leads to outcomes from your
audience. A few of them are greater attention and better understanding. More people will
like your message and will be persuaded by it. :

[ wrote more on when and why to use humor. You can check it out here.

-

_ Be unexpected —~

- When people see a commercial, they're expecting to be sold an idea or product. You can
bolster their curiosity by changmg up this paradigm, which is exactly what domihos did
when they rebranded their pizza about ‘ten years ago.

Every large marketmg operation that I've been a part of has a campaign. That always
comes first and center. There’s a lot of attention given to skills like SEO hacks and ad
placement. But having a good campaign strategy is going to help you layout and plan for
your business goals. More importantly, it's going to help you measure if you meet them or
. ‘where you need improvement. '
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Maslow's Theory of Motivation

It is a macro theory designed to account for most human behaviour in general. It is based
on Maslow's hierarchy of needs, which states that a human being has a variety of needs and,
these can be classified as primary and secondary needs or, lower-order and higher-order
needs. Once a need is fulfilled, human beings, try to fulfil other needs. This is usually done
in a hierarchy, which can be classified as under: ' -

Physiological: Food, water, sleep, clothing, shelter and sex. Products in this category
-ﬁi‘clﬁde, foods, health foods, medicines, drinks, house garments, etc.

Safety needs: Seeking physical safety and ségurity. Safety of person, safety of belongings,
security of job, ete. Products are locks, guns, insurance policies, burglar alarms, retirement
investments, etc. ' '

Social needs: The need to be approved in a society-To love and be loved, friendship,
love appreciation and group acceptance. Products are general groommg, entertainment,
clothing, cosmetics, jewellery, fashion garments.

Esteem needs: Desire for status, for superiority, self-respect and prestige. Products are
furniture, clothing, liquor, hobbies, fancy cars.

Self-actualization needs: The desire for self-fulfilment, the desire to become all that one
is capable of bec0m.1ng Products are educational, art, sports, vacations, garments, foods.
Maslow's merarchy isagood gmde to general behaviour, The same consumption behaviour
can fulfil more than one need.

McGuire's Psychological Motives

The classification of motives by McGui re is more specific and used more in marketing.

Need for consistency: People try to buy things which are consistent with their liking and -
taste. A sophisticated person will be consistent in his choice of colours of clothing, paintings

- on the wall, colour of rooms. He would prefer sophisticated instead of flashy objects.

Need to attribute causation: We often attribute the cause of a favourable or unfavourable
outcome to ourselves or, to spme outside elemént, You can buy shoes by your choice am]
may not like them. It can be attributed to you. If you buy a dress by the advise of your
friends and companions, and do not like it, the causés are attributed to other factors. -

Need to categorise: The obiects— are categorised in a number of ways, The most popular
is the price. Cars can b classified around 2 lakhs or above 5.5 lakhs. Many products are
categonsed at 499.00 to keep them under 500. This is pract:sed in shoes mainly by Bata and
others.

Need for cues:These are hints or symbols that affect our feeling, attitudes, impressions,
etc. For instance, clothing can adopt a desired lifestyle. The products can be enactment :
providing proper clues to the purchasers. '

Need for independence: Consumers like to own products vhich give them a feeling of.
independence, symbols like a white- bird flying may predict one to be free and independent.



10.

11.

12,

Individual Determinants

Need for novelty: We sometimes want to be different in certain respects and' want to be.

conspicuous. This is evident in impulse purchasing or unplanned purchasing. We go in
for novelty products, novelty experiences . A different klnd of travel with many novelities
offered by a travélling agency.

Need for self-expression: We want to identify ourselves and go in for products that let
others know about us. We may buy a suit not only: for warmth but also.for expressing our
identity to others.

Need for ego defence When our 1dent1ty is threatened or when we need to project
a proper image, we use products in our defence Deodorants are used for ego defence.
Mouthwash for fresh breath or, false teeth to protect our image. We use hair dye fo look
younger better, etc. We «rely on well-known brands to give a correct social image of

ourselves,

Need for assertion: These nexts are engaging in those kind of activities that bring self-
esteem and esteem in the eyes of others. We can buy an expensive car which may be
for esteem but, if it does not perform well. we tend to ‘complain bitterly. Individ-uals with
a strong need for self esteem tend to complain more with the dissatifaction of the
product.

Need for reinforcement: Which we buy a product which is appreciated by ethers, it
reinfores our views our behaviour, our choice and we go in for purchases. More products
can be sold if their reinforcement is greater by their purchases

Need for affiliation: We like to use product which are used by those whom we get affiliated )

to. If one's friend appreciates and wears a certain brand then one a Tso tries to use the samie
brands or objects for affiliation. It is the need to develop mutually helpful and satisfying

* relationships wit h others. Marketeers use the affiliation themes in advertisemtnts which

arouse emotions and sentiments in the minds of the c'.msumers for their children and
families.

Need for modelling: We try to buy-our heroes and our parents and those we admire, We
base our behaviour on the behaviour of other. Marketeer's use these themes for selling their
product, ie., "Lux is used by heroines" . “Sportsmen rely on boost for their energy" and
such captions are used regularly and repeatedly.

Utilitarian and Hedonic Needs: Utilitarian needs are to achieve some practical benefit such
as durability, economy, warmth that define product performance. H tdonic needs achieve

pleasure from the product they are associa t ed with emotions and fantasies is derived.

from consuming a product. A Bedonie need is more experiential-the desire to be more

. mascnline or feminine etc. Bedonie advertising appeals are more symbolic and emotional,

For utilitarian shoppers the acquiring of goods is a task whereas for Bedonie shoppers
it is a plea:rnrable activity. Shopping Malls may be considered as gatherin " places and
consumers/buyers derive pleasure from these activities besides the selection of goods.

Notes
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24 PERCEPTION

Marketing management is concemed with the understanding of the process of perceptlon
because, perception leads to thought and thought leads to action. Percephon is the process
whereby stimuli are received and interpreted by the individual and translated into a response.

In other words, percéption is the process by which the mind recelves, organises and
interprets physical stimuli. To perceive is to see, hear, touch, taste, smell and sense mternally
something or some event or some relation.

Perception in advertising relates to a consumer's xmpresswn of a partlcular product or
service that may not be rooted in truth. For example, a soda commercial using a thin movie
star drinking the product may skew consumer perception of the brand and what they may look

like after drinking it. This perception through advertising works to encourage more demand’

for the product. Unlike a product's true characteristics, that may- be defined by research and
statistics, the perception of a product can be impressionable and more ephemeral.

Perception is selective because, and individual cannot possibly perceive all stimulus
objects within his perceptional field; hence, he perceives selectively. Perception is organized
because, perceptions have meaning for the individual and they do not represent a buzzing
confusion. Perception depends upon stimulus factors. That is, the nature of physical stimulus
itself is a determinant of perception. '

The variables like colour size, contrast, intensity, frequency and movement are of this
kind. Again, perception depends on the personal factors. What the individual brings to the
situation governs perception his ability to see or hear the message, his needs, his moods,
memory, expressions and values all these modify the message reception.

The personal factor of perception is his self concept, need, span of apprehenswn, mental |

set and the past experiences.

Perception has its own impact on consumer behaviour or consumer decision-making,
Let us take some such cases.

"

Importance

e Without perception in advertising, businesses may find it harder to make their prod-
ucts appeal to consumers,

I

¢ Advertising often works by appealing to consumer tastes, desires, fantasies and wants.

* Perception can be an important tool in advertising to make consumers feel like they
can be a certain person, look a certain way or feel a certain feeling when using a spe-
cific product. For example, a beer commercial set on a sunny, tropical beach may make
you feel that you can relax and unwind if you drink the beer.

Exposure

One major element of consumer perception related to advertising is exposure. Exposure
consists of how often consumers are exposed to a product. Perception is often based on
how "exposed" people are to the ads around them. For example, if you aren't shopping for
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a home, you may not notice home ads on television, billboards and in magazines. On the Notes
other hand, if you are actively searching for a home, you may "tune in" more when you see
home ads. This affects whether the ad in question will receive your attention, and allows
the next step of perception to take place.

Ways to Alter Perception

There are certain ways you can go about altering your consumers' perception of your product.
You could appeal to your base's emotional perceptions of a particular product by incorporating
symbols ur story lines into your ads that touch on specific emotions.

For example, if you own an instant pasta company, your ad may revolve around a
mother cooking the pasta for her kids, which may encourage your customers to perceive

that your product is as good as a home-cocked meal. ,

Another way to alter consumer perception is by using the bandwagon approach, which
involves making customers feel they are "missing out" on something or not part of the group
if they don't use your product.:

Perception and Communication

It is estimated that 90 per cent of the stimuli that the individuals perceive come through sight
and rest from hearing. That is why, advertisements bank heavily audio on visual stimuli.

However, it does not mean that loud noises, bright colours and large ads themselves
' guarantee consumer attention and response. Contrary to this, it is the use of haunting melodies,
pastel shades, regional accents and careful adjustment of ad size in relation to the total page
or poster size all affect perception and these factors may give better resulls,

Product and brand perception: -

Good mé.ny studies have been made of the ways in which the consumers perceive the products
and the brands they choose regularly. It is brand images and the brand differentiation that play
vital role in perception in addition to the physical characteristics of the product. Therefore,
it is a must for a marketer to examine all the factors that impinge on the construction of a
brand image to ascertain their effects on consumer perception of the company’s marketing mix.

Price perception

Price is another element of marketing mix where perception has its implications. Studies have
proved beyond doubt that consumers judge product or service quality by price. ‘Higher the
price better the quality’ that goes.

This goes on establishing that there is going to the direct or positive relationship between
price and demand where marketer is cared to gain. Another aspect of this price perception
is psychological pricing, ' )

The reasoning behind such pricing strategies is that consumers are likely to perceive used
in cut-price sales promotions to increase the feeling that a price has been drastically reduced.
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" Notes Store perception:
Thiere are five major components of stores image namely, location design-product assortment-
services and personnel each of which contributes to consumer perception of the place from
which he or she buys. '

Mere physical attributes do to talk of a store image. Other intangible factors, too, influence
consuiner perception of sfores image such as advertising, inter-personal communication and
experience,

Consumer percépﬁom of stores are greatly influenced by consumer’s own self- perception
and motives. Further, consumer’s self-images influence the places-in which they shop.

Pérceived risk:

The concept of peréeived-risk recognizes that consumer experiences a sense of risk in purchase
and that consumer behaviour can be studied profitably as a risk reducing behaviour.

Copsumer behaviour involves risk in the sense that any action of a consumer will
produce results which he cannot predict with certainty. The perception of risk in a purchase
situation is a function of the possible consequences and the product uncertainty involved.
Perceived risk can be divided into forms namely, ‘functional’ and “psychological’.

Functional risk is related with the performance and the psychosocial risk is related with
the fact whether the product enhances one’s sense of well being or self-concept.

The level of percei".'ed risk is a function of the.uncertainty involved and the possible ‘
consequences of purchase and can be reduced by gaining greater certainty or by minimising
consequences. In most cases, it is increasing the element of certainty.

2.5 LEARNING

There have been numerous applications of artificial intelligence (Al) technologies to orline
advertising, especially to optimize the reach of target audiences. Previous studies show that
improved computational power significantly advances granular audience targeting capabilities.
This study investigates and classifies various machine learning techniques that are used to -
enharnce targeted online advertising.

Twenfy—three machine learning-based online targeted advertising strategies are identified
and classified largely into two categories, user-centric and content-centric approaches.

The unit also 1denhf1es an underexamined area, algorithm- based detection of click frauds,

to illustrate how machine learning approaches can be integrated to preserve the viability of

_ online advertising.In behavioural science, learning means any change in behaviour which
comes about as a result of expenence

Learning is ‘the process of acquiring knowledge Consumer behaviour is a process of
learning becduse; it is modified according to the customer’s past experience and the objectives
he or she has set. This process of learning is made up of four stages namely, Drive- cue-
response and Reinforcement. ‘Drive’ refers to an internal state of tension which warrants action.
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Advertising practices and strategies have been researched extensively to enhance the . Notes
effectiveness of advertisements across various target audiences. Artificial intelligence technologies
create a competitive advantage for online advertising, over traditional practices, by providing
improved computational power to advance the optimization-of digital advertisements.

Machine learning (ML) based techniques enhance the accuracy of targeting'by predicting
the most relevant advertisements for users based on contextual or pre-existing. user data.
Such innovations in Al and data-driven approaches help to mitigate challenges faced by
advertisers while significantly enhancing user experience.

Various studies outline machine learning algorithms that optimize the’ dehvery of
targeted advertisements. - However, to the best of the authors’ knowledge, principal machine |
learning techniques that are used to optimize targeting and advertising effectiveness have
not been classified.

Thus, this study investigates and categorizes various applications of machine learning
techniques largely into two categories, user-centric and:content-centric approaches to targeted
advertising. Additionally, machine learning approaches for detecting click fraud are identified.

Target advertising classification

Target identification

The ability to accurately predict specific target audience members in an ever-cluttered digital
environment is a challenge that is addressed by machine learning. Target advertising aims to
present the most relevant advertising messages to consumers, and machine learning-based
approaches allow for the automation and optimization of processes for potential consumer
identification, information extraction, and market segmentahon

Applications of machine learning to user and content-based approaches hold advantages
over traditional market segmentation as contents consumed and shared by individuals are
‘more important in predicting target auchences and their purchasing behavior than demographic
and geographical data alone. :

For example, textual features of user-generated content on various socigl media platforms,
such as Twitter, can be used to predict and classify target audiences with high accuracy.
Additionally, improvements in personalization and reduction in intrusiveness of advertising
messages help to improve retention of customers, maximize marketing efficiencies, and
improve the return on investments (ROI).

User-centric approach

Behavioral targeting

One way in which targeted advertisements reach desired consumers is through behavioral
" targeting (BT). In order to select the most relevant advertisements for consumers, BT relies
on historical user behavior, such as identifying clicked links, pages visited, searches, and
past purchases from the user's browsing history. With the popularity of search engines,
such as Google, online searches and web browsing have become two of the most common
oriline behaviors. Web browsing behavior helps advertisers make inferences regarding users’
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Notes mtetests and to define audience segments

Leveragmg users’ actual online behavior. strengthens relevance and personalization of
advertising messages to desired consumers. Additionally, the user’s search queries also help
to detérmine which advertisements should be displayed to the user by matching them to
the advertiser's keywords.

Predicting the click behavior of users is another method, to enhance targeted advertising;
Cost-per-click (CPC) model, where advertisers pay when users click on an advertisement, is
often used as a common pricing method for online advertisements. Therefore, predicting the
probability that a user will click on an advertisement, click-through rate (CTR), is unmistakably
important. CTR predicts the expected revenue for each dlsplayed adverhsement as well as
ranking, ﬁltermg, and the placement of advertisements. 1

Sponsored search-(5S) is the placement of textual advertisements based on the match
between the user's search query and keywords identified by .the advertiser. For example,
when iisers search for keywords purchased by the advertiser, the corresponding advertisement
is then dlsplayed Optimizing the automated selection of advertlsements helps to improve
user experience.

User Profiling

User profiling, a behavior-based approach, is a recommender system that discovers useful
patterns in a user’s behavior to determine what the user finds interesting and uninteresting.
"« Identification of user-interests is essential to suggest customized advertisements-to users
according to their preferences.

As the users indicate an assortment of interests, explicitly (user-provided information) or
implicitly (past online searches, reviews, browsing), they can be profiled in terms of attributes
and predefined categories. The ability to differentiate between users through behavioral
targeting is important as personalxzatlon of messages is cruc1al in enhancing user experience

Thus, hunger or thirst can ‘be a-drive. A ‘cue’is an environmental shmulus. For instance,
it can be an ad on food item or soft- drink, ‘Response’ represents the person’s reaction to cues
within his environment. Here, it can be purchased of food item or soft-drink. ‘Reinforcement’
is the responses reward.

* The food item or soft-drink. ‘Reinfotcement’ is the response reward. The food item or
soft drink satisfies the hunger or the thirst. When reinforcement happens, the response may
be duplicated resulting in hab;t formation or absence of reinforcement resuIts in extinction
of learnt habit. *

a

Contextual advertising

Contextual advertising is another important branch in advertising which describes the
placement of advertisements on a third-party web page that matches in content. Delivering
advertisements that are relevant to consumers is imperative as 90% of consumers find
personalized advertisements to be appealing, and 95% of companies using personalization
strategies saw three times ROI -on their ad spend. Web pages are analyzed in real-time
and keywords are extracted per user visit to deliver advertisements that closely match the
contents. of the web page. When advertisements are relevant to the contents of the web page,
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it not only enhances user experience but also increases probability of clicks and revenue [8]. - Notes
Furthermore, machine learning approaches also address the issue of advertisers mistakenly
pairing adverhsements to web pages with sensitive or negative content, such as violence,.
war, efc., by detecting mixed-content pages.

There are other subfields in targeted advertising that utilize content-centric approaches:

Display ads are graphical online advertisements. Targeting effects are enhanced by the
appropriate placement of display advertisements on relevant web pages.

Video ads aim to avoid intrusiveness and irrelevance to target users by selecting
advertisements that meet their interests at the right-time and place in the video, and are
congruent to the products shown in the video.

Blogs are assigned to advertisements according to the interests and opinions expressed
by the blogger. As blogs are likely to reflect the interests of its visitors, strong relevance-
_ between the content of the blog and advertisements creates a perception of personalization,
which in turn increases the number of CTR.

Web Docs present a wide variety of contents-on a single web page. Web docs are
examined for multi-topics to avoid mismatching of advertisements to sensitive contents. .

Vehicle ads utilize navigation module and context recognition module to enhance context-
aware advertisement delivery. Specifically, vehicular network systems collect data generated
by on-board sensors and process information to provide targeted advertising [18], [19].

Real-time bidding

Real-time bidding (RTB) through machine learning allows instantaneous decisions to be made
on whether to show a particular advertisement to a specific user based on insights gained
from large data sets containing information regarding past impressions, clicks, searches, and
purchases. As RTB transactions are made in real-time, devising an optimal bidding algorithm
significantly improves the advertiser's ability to stral;egn:all v bid for impressions ]ust as it is
generated by a user’s visit,

Click fraud

Fraudulent online activities, such. as ¢lick fraud, not only deplete ad budgets. dishonestly,
but it damages the integrity of the online advertising industry. Click fraud occurs when
illegitimate clicks, in which the user does not have a genuine interest in the advertisement,
are generated to gain dishonest commission. False clicks can be simulated on advertisements
using manual or automated techniques, such as automated clicking tools or bots that imitate
a legmmate user.

Click fraud can damage an advertiser’s return on investment mgmﬁcantly As publishers
are often paid by PPC (pay-per-click), the number of clicks an advertisement receives, inflation
of clicks or impressions may be falsely’ generated. It was found that 30% of ad revenue is
wasted on click frauds [24). Therefore, it is crucial to implement click fraud detection and
prevention systems to preserve trust between advertisers and publishers, and to ensure
the legitimacy of each click made. Therefore, machine learning-based click fraud detection
algorithms are essential tools to identify and protect advertisers from fraudulent behaviors [23].
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Notes

Machine learning techniques for advertising

" In this section, various machine learning tecfmigueé that enhance targeted online advertising

are investigated and classified into two categoriesfuser—centrie and content-centric approaches.
Additionally, several machine learning-based approaches that detect and/or prevent ¢lick
fraud are explored.

User—centrlc adverhsmg

Targeted onlme advertising can be enhanced by keyword extraction. An approach for
extracting keywords from online.broadcasting contents finds meaningful language patterns
from a content corpus, and the patterns mined are used to extract keywords from online
broadcasting contents. In order to produce a set.of candidate language patterns, a sequential
pattern mining (SPM) algorithm is applied in the language pattern mining step. The discovered

‘meaningful language patterns are used to help keywords' extraction'in real time.

To deal with CTR prediction, Jiang et al. proposed a deep architecture model, called
DBNLR, ‘which combines deep belief network (DBN) and logistical regression (LR). In this
model, DBN is used to learn the features and relation of user information and click logs, and
the probablhty value of CTR predlctlon is calculated using a regression modél, Two-stages of
learning to rank approach based CIR prediction algorithm for contextual advertlsmg were
also proposed. .

This algorithm- utilizes clicked requests to build a ranking model where ads are ranked
as lists, and to build a regression model where the predicted value of the ranking model is
converted into CTR by a'sigmoid furiction. Another approach based on deep neural networks
via attention mechanism was studied by Wang et al. The proposed approach uses a reduced
dimension method to cluster similar users, queries and advertisements, and build a tensor
model after dimension reduction.

A hybrid model, called ASAE was proposed for adverhsmg CTR estimation that trains a
deep component and attentional factorization machine component together. An online learning
algorithm, called Follow-The-Regularized-Factorized-Leader (FTRFL) was also proposéd for
CIR prediction. This scheme integrates the Follow-The-Regularized-Leader-Proximal (FTRL-
Proximal) with per-coordinate learning rate into factorization machines, and shows a faster
rate of convergence compared to the factorization machines with stochastic gradlent descent.

In the study, the attributes of target audiences that are not annotated are identified.

" To predlct the age, gender, and five personality attributes, the following machine learning

algorithms are used: Linear Regression, Naive Bayes, and Support Vector Machine. In order

"| to predict client-side profiles for personalized advertising, Bileriko et al. proposed a practical .

solution for keyword' advertising platform, which also addresses the issues of pnvacy and
control of the user data.

In this proposed solution, a parameterized function is irained on user data including ad

“clicks and impressions to optimize utility estimation. After simulating the profile construction

process, the true labels are collected from the presence of the keyword candidate. And then,
the learriing algorithm tries to identify the predictor parameters that minimize training set
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error. The proposed approach was evaluated with three different learning algorithms, including Notes
max-margin averaged perceptron, logistic regression trained using’ L-BEGS algorithm with
L1 and L2 regularization, and boosted decision trees.

Anothér approach ‘was proposed to develop agent-based referral systems to identify
user interests by user profiling. The system is behavior-based with a binary class model (0:
user not interested and 1: user interested). In respect to the binary model, machine learning
is used to find potential user interests. Depending on the issues, including the nature of
items, the specific type of the service, and type and amount of available information (e:g.,
documents, multimedia, or with additional textual information), different or hybrid machine
learning algorithms are used for a recommender system in the proposed approach.

Content-centric advertising

To integrate relevance with click feedback, a class of models for a contextual advertié;ing system
was proposed, Specifically, the ad-page scoring function is augmented with extra parameters
from a logistic regression model on data in the advertisements and web pages. The regression
integrates click feedback and semantic information available from both advertisements and
web pages to determine relevancy. The proposed scheme consists of three steps: f{eaturé
extraction, feature selection, and coefficient estimation for feature through a logistic regression.

A blog-centric contextual advertising framework (BCCA) was propesed to integrate
contextual advertising with text mining approaches for selecting advertisements based on
personal interests shown in a blog and ranking them based on their relevance. The proposed
scheme consists of four modules to find the best matching advertisements:

(a) intention recognition, -

(b) sentiment detection,

(¢) term expansion, and .
(d) target-ad matching.

For page-ad matching, advertisements are ranked by , where the probability of an
advertisement is interpreted as the likelihiood that it is relevant to the query .

Zhang et al. proposed a scheme to learn sub-document classification for contextual
advertisement applications when only page level labels are available. The proposed scheme
utilizes MIL (Multiple Instant Learning)-Boost to address different problems in contextual
advertising. One of the problems addressed was sensitive content detection so undesired
contents can be avoided even if they occur in a small part of the web pége. Another problem
addressed was opinion mining from review sites so that negative opinions about products can
be detected and avoided. This system helps to save time and cost significantly by providing
good quality block level labels.

A simple and scdlable response prediction framework was proposed for display
advertising to provide simplicity, scalability, and efficiency.. The proposed framework uses
Maximum Entropy (also known as logistic regression) with a two-phase feature selection
algorithm (feature selection and value selection) for increasing automation and reducing the
need for domain expertise. The proposed machine learning framework can address display
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Notes - advertising issues effectlvely with a limited memory and can scale to a large number of
samples and .parameters.

Huang et al. introduced an architecture for context-aware advertisement and delivery
in vehicular networks. The architecture functions as an application on network devices
and consists of various modules including a navigation module for map data, a context
recognition module for sensors  within the vehicle, a data reception module for advertising,
a configuration module for presentation slot availability, and an advertisement management
module for authentication of advertisement content and value. :

A video representation scheme was proposed in the sfudy to capture the latent semantics
of a video-advertisement in unsupervised learning. The proposed scheme integrates poster
probability information objects and logos into Latent Dirichlet Allocation (LDA), which is
named ppLDA (posterior probability involved in LDA). Real-world video advertisement
data sets were used with four typical classifiers, random forest, kNN, SVM, and AdaBoost
for performance evaliation.

The proposed scheme demoristrated that better cléssmcaﬂon performance was achieved
and ad categorization can be effectively supported. Deemek introduced a deep learning-
based framework for video advertising. In the proposed scheme, deep convoltitional neural
networks (CNNB) are used to link sitcom-stars and online shops with clothing retrieval. For
composing multiple sub-modules including human pose selection, human- -body detection,
face verification, clothing detection and retrieval from ad-lmages, DeePLink adopted several
deep CNN models.

The. deep CNN models ‘were transferred to the data domain and then corresponding
. models were trained based on the constructed large-scale clothes dataset, so the clothing
retrieval can be used for video advertising system efficiently.

As RTB is a favored way of delivering online advertising for ad exchanges and search

“providers; ?'Andrey et al. proposed an adaptive targeting for RTB to maximize the CTR. The

results of evaluation show that the advertisement campaign with the proposed adaptive strategy

notxceably increases the CTR. A model-based reinforcement learning model was introduced

" to learn the bidding strategy in RTB display advertlsmg In this proposed scheme, the bid

decision process is formulated as a reinforcement learning problem. By modeling the state

- transition via auction competition, the Markov Decision Process framework was estabhshed
to opl'muze advertising performance for real-time bidding,

Click fraud detection in advertising

Click fraud is a challenging issue in advertising because it can negatively impact ad budget
and harm the integrity of the online advertising market. In order to detect click fraud, an
ensemble learning-based approach was proposed for click fraud detection in mobile advertising, -
A set of new features is derived to detect click fraud from ex15tmg properties,

For the evaluation, a final ensemble model based on six different learning algorithms
was analyzed in terms of three different performance indicators to show that the proposed
model can detect fraudulent partners with a high rate. In a more recent work, Taneja et al.
"proposed a mobile advertising frariework to detect fraudulent partners based on click data
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~

assocfated with web surfing information on mobile phones. The proposed framework consists Notes

of Recursive Feature Elimination (RFE) as the feature selection technique and Hellinger
Distance Decision Tree (HDDT) as the classifier to identify deceitful publishers.

Paulo et al. also proposed a system that detects and prevents click fraud pract]ces and
implemented it on an ad network with three main agents. The main idea of the proposed
system is to test every received click with every rule to determine if the click is suspicious.
The system demonstrated good performance against different types of attacks in a testing
environment, and it suggestéd that the weights of the rules for accurately classifying attacks
should be appropriately selected by optimization in a real world scenario.

As most consumer behaviour is learnt behaviour, it has deep impact on consumer’
buying process. Prior experience and learning acts as buying guide. In-spite of such habitual . -
behaviour, one can think of reasonable amount of brand switching, trying new products,
does take place. : '

The strong tendency of most consumers to develop brand loyalties definitely benefits the
makers of established brands. This makes the manufacturer of a new brand to face difficulty-
in breaking such loyalties and encouragmg brand switching.

He succeeds in his efforts when he shows that his product is potentlally much more
satisfying than his competitors. Free sampling, in store trial and demonstrations and deal
activities may be used to break the existing brand barrier to establish new patterns of
purchase behaviour, '

To the extent the le:aming and brand loyalty can be gained for a product, the manufacturer
activates a more stable sales profile less viilnerable to the competitive inroads.

2.6. ATTITUDE

v

The concept of attitude occupies a central position in the consumer behaviour studies
in particular and social psychology in general because; attitude measurements help in
. understanding and prediction of consumer behaviour. ‘Attitude’ refers to a pred{sposiﬁon to
behave in a particular way when presented with a given stimulus and the attitudes towards
people, places, products and things can be positive or negative or favourable or unfavourable.

Attitudes develop gradually as a result of experience; they emerge from interaction of
a person with family, friends, and reference groups. There are three distinct components
of attitude namely, cognitive, affective and co-native. “Cognitive’ component is what an
individual believes about an object, thmg or an event whether it is good or bad, necessary
or unmecessary, useful or useIess

It is based on the reason and is linked with knowledge and about the object, thing or
an event whether it is pleasant or unpleasant, tasty how an individual responds to the object,
thing or an event. It is based on the other two components and is related w1th his behavmur

Each of the three attitude components vary according to both the situation and the
~ person. The marketing manager’s success is determined partly by his ability to understand,
predict and influence the consumer attitudes. -
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The marketer may be interested in confirming the ex:stmg attitudes, or cha.nge in the
existing attitudes or create new attitudes depending on how his product is performing in
the market. '

Notes

Attitude confirmation is, perhaps, the easiest course of action which is followed in case
of established products. Such an act involves only reminding the consumers as to why they
like it and why they should continue it to purchase.

Attitude changing is more difficult task than mere confirming it. It is a change from
disposition to act in the direction of the original attitude to a disposition to act in the opposite
direction-

A product disliked is to be hked by the consumers. It is really a difficult process.
Attitude creation is to make the consumers to forget the old products or brands and to make
them to go in for new product or brand entirely altogether, in fact, it is comparatively easier
to create new attitudes than to change the existing one. The most powerful instrument of -
amtude change and creation is adver’asmg

Consumer attitudes

As part o the Digital News Report 2015, we included questions relating to native advertising
in the survey for both USA and UK. We followed this up with online focus groups in the
| same markets to explore attitudes in further detail. In the UK, all respondents were members
of our YouGov Pulse panel, our passive web tracking tool. We used web browsing data to
select respondents who had engaged with native advertising content, and compared stated
attitudes and perceptions alongside actual behaviours of consuming native content.

" Many consumers are losing patience with traditional forms of online advertising and
there seems to be a close relationship between the amount of interruption caused and the
vitriol consumers feel towards it. :

Around three in ten respondents in both the USA (29%) and UK (31%) say they find
traditional banner advertising distracting and will actively avoid sites where they interfere
with the content too much. Static banner advertising is more tolerable for readers than video

" advertising, with pop-up advertising being seen as the worst offender of all.

- There is also a perception that video advertising impacts on the speed of browsing,
which is also particularly frustrating for readers.

Traditional display advertising on the web is in trouble. Fewer people are clicking on
banners, yields for publishers are static or falling, and many users shut off ads completely.
YouGov's research for this report shows that in both the US and UK between a third and a half
of online news users use software that blocks the most popular forms of display advertising,

. Against this background it is not surprising that content providers, brands, and platforms
are looking for new and better ways to reach and engage audiences. :

Budgets are switching to so-called ‘native’ advertising where brand messages look more
like regular content - sitting in the same templates and using the same formats that might
* be used for a standard piece of journalism or a user-generated post on social media.
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Native advertising explained ) Notes

Sponsored or branded content is not a totally new phenomenon. Newspapers have been
producing advertorials and special supplements paid for by advertisers for decades - but
somehow the separation seems clearer in a physical product.

In social media, sponsored posts now sit cheek by jowl with regular updates and content

posts. Formats and functionality are identical, labelling is understated and brands are learning

- fast how to adapt their messaging to be part of a conversation not a broadcast. Facebook and
Twitter are building billion dollar businesses on enabling this approach.

New media platforms like Buzzfeed and Vice have also turned their back on displziy and
already make the majority of their money from native advertising formats. They have set up
digital commercial teams to develop “viral moments’ for brands - articles, lists, 'infographics,
videos, or fu_ll-blown web documentaries.

Venture capitalists are investing millions of dollars in companies like Buzzfeed because
they have learned to use technology to develop and perfect formats like listicles and quizzes
that resonate with internet users of a particular demographic. Effectively, they've built world-
class systems for content creation, analytics, and advertising.

Over the past year, trzidiiional publishers have been trying to learn from this 'approach
and have set up their own digital studios to do somethmg similar.

The New York Times (T Brand Studio), the Guardian (Guardian Labsl), and the Wall
Street Journal have invested heavﬂy in a tacit endorsement of the emerging practice.

In one of the most successful examp]es to date, the New York Times published a 1500-
word native ad2 for the Netflix series Orange is the New Black, using video, charts, and
audio to supplement text about female incarceration in the US. It was one of the first pieces
of sponsored content generated by a new T Brand Stucho, a nine-person team dedicated to
the task.

The Guardian is also creating ‘paid post’ formats as well as pursuing more traditional
approaches where journalists create content independently - but still paid for by an advertiser.
Unilever paid over £1m for a range of content to be produced on the subject of sustainable

. living. The section and the articles were clearly marked ‘Sponsored by Unilever’, but in other
respects the content melded into the overall Guardian experience.

Definitions and approaches to sponsored and branded content are varied and still
emerging. There is no standard approach to labelling and a number of publishers have
been caught out, such as when The Atlantic admitted to misjudgements over a Church of
‘Scientology sponsored post.3 Wﬂﬂe the IAB has announced some plans in the UK fo start
rolling out regulations for native advertising and sponsored content, it's still early.days and
consurners think more work is needed.

- Consumer attitudes

As part of the Digital News Report 2015, we i.ncluded_questioi'ls relating to native aldvertisi.ng
in the survey for both USA and UK. We followed this up with online focus groups in the
same markets to explore attitudes in further detail. In the UK, all respondents were members
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Notes

of our YouGov Pulse panel, our passive web tracking tool. We used web browsing data to
select respondents who had engaged with native advertising content, and compared stated

. attitudes and perceptions alongside actual behaviours of consuming native content.

Many consumers are losing patience with traditional forms of online advertising and
there seems to be a close relationship between the amount of interruption caused and the
vitriol consumers feel towards it. Around three in ten respondents in both the USA (29%)

and UK (31%) say they find traditional banner advertising distracting and ‘will actively
avoid sites where they interfere with the content too much. Static banner advertising is more )

tolerable for readers than video advertising, with pop-up advertising being seen as the worst
offender of all:

There is also a perception that video advertising impacts on the speed of browsing,
which is also particularly frusirating for readers.

Consumers’ annoyance with advertising and the interruption it causes to their reading
experience has led large numbers of them to install ad-blocking software to minimise its
impact. In the UK, 39% have installed ad-blocking software on their PC, mobile, or tablet,
whereas in the US this rises to 47%. The figures are even higher for 18-24s (56% and 55%
respechvely) ‘

Many consumers agree that advertising is a necessary part of continuing to get free
news. However, the increasing use of ad-blocking software means that advertisers need to
find new ways of reaching their audiences, and native content has the potential to reach
audiences, particularly younger consumers, : .

Awareness . : -

After respondents in the quantitative survey were shown a number of native advertising
articles, a relatively high proportion reported having come across this type of content before.
In the US, ovér one in three (35%) said they frequently or often see sponsored content,
compared to around a fifth (21%) in the UK.

2.7 PERSONALITY

. Very often, the word “personality’ i§ ﬁsed to refer to the capacity of a person for popglarity;

friendliness or charisma. However, in strict sense; it refers to the essential differences between
one individual and another. '

Therefore, personality consists of the mannerisms, habits arid actions that make a person
an individual and thereby serve to make him distinct from everyone else. It is the function
of innate drives, learned motives and experience.

This means that an individual respo;lds with certain amount of consistency to similar
stimuli. Personality is the interplay of three components namely, ‘id’, “the ego’ and the “super
ego’”. .

The “id’ gow.;erns the basic drives and the instincts of an individual. On the other hand,

the ‘super ego’ disciplines the ‘id” by suppressing anti-social behaviour; it dnves the individual -

in the direction of more high minded pursuits of civilizations.
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The ‘ego’ component is the executive and makes the conscious decisions and reconciles * Notes
 the inflicting demands of ‘id’ and, ‘super ego’, wherever necessary. For instance, ‘id’ may
force an individual to make full use of consumer credit to buy ‘an automobile, ‘super ego’

+ dissuades such an activity as borrowing is a kind of social sin in, Indian society.

* Itis’‘ego’ that reconciles these and works out a compromise making the individual to
pay instalments regularly without any strain on his regular budget.

¢ The personality of an individual is either expressed in terms of traits or type. The per-
sonality traits may be aggressiveness honesty anxiety independence sociability and
* soon. .

* The personalily types may be introvert or extrovert or another classification as tradi-
tion direction oiter direction and inner direction, Each of these traits and types has
been explored as the possible clues to the behaviour of consumers.

® Evaluation of personality’s role in marketing is seen in drawing consumer profiles and
psychographic market segmentation. ‘ : .

" Let us understand in detail about the personality traits.

To understand a buyer needs and convert them into customers is the main purpose of
the consumer behavior study. To understarid the buyer habits and his priorities, it is required
to understand and know the personality of the buyer.

Personality Signifies the inner psychological characteristics that reflect how- a person’
reacts to his environment. Personality shows the individual choices for various products and
brands. It helps the marketers in deciding when and how to promote the product. Personality
can be categorized on the basis of individual traits, likes, dislikes etc.

Though personality is static, it can change due to m'ajor events such as death, birth
or marriage and can also change gradually with time. By connecting with the personality
characteristics of an individual, a marketer can conveniently formilate marketing strategies.

We will discuss in this chapter the various theories of personality.

Trait Theoty

Traits are the features of an individual or tendency of an individual in a particular manrner.
Traits help in defining the behavior of consumers. According to the Trait theorists, an
individual's personality make-up stems out of the traits that he possesses, dnd the identification
of traits is important.

Following are the few of the most common traits—
® OQutgoing
* Sad
® Stable
- ® Serious
* Happy go lucky
* Relaxed

® Self assured
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Notes . Practical ' : -
¢ Imaginative

Trait theory is representative of multi- personality theories. Trait theory is based on
certain assumptions, such as traits which are certainly stable in nature and a limited number
of traits are common to most of the people.

According to the Trait theorists, an individual's personality make-up stems out of the
traits that he possesses, and the identification of traits is important. The trait theories can be
of two broad categories, viz., Simple trait theories and general trait theories.

Simple Trait Theories

In simple trait theories, a ].umted number of traits are identified, and people are categorized
and cla551f1ed on the basis of these traits.

General Trait Theories _
In generalfh'ait theoriés, a large variety of {raits are identified.
The Psychoanalytic Theory of Freud

Sigmund Freud, the father of psycholoéy, became famous with his psychoanalytic theory of
personality. In fact, the theory is regarded as the cornerstone of modern psychology. Slgmund
based his theory on certain assumptions which is as follows — :

Unconscious needs or drives lie at the heart of human motivation and personality.

- The socialization process that takes place within people in a-social set tp has a huge

. unpact on individual behavior. Freud explained much of how the psyche or the mind operates,

- and ‘proposed that, human psyche is composed of parts within.our awareness and beyond
our awareness. :

He said that all behawor within an individual cannot be epramed much lies in the
subconscious. :

Id — According to Freud’s psychoanalytic theory of personality, the id operates based
on the pleasure principle, which stresses on immediate fulfillment of needs. The id is.the
personality component made up of unconscious psychic energy which satisfies basic urges,
needs, and desires.

Ego - Ego is that state of awareness which thinks of you as separate from the other.
. Tt always thinks of the glories of the past and hopes of the future and focuses on guiltiness.
It always thinks of what was and what could be.

Super Ego — The superego provides guidelines for making judgments. It is the aspect of
.personality that holds all our moral standards and ideals that we acquire from both parents y
and society. :

Neo-Freudian Theory

There were a group of psychologists who believed that social interaction and resultant
relationships formed the basis for the growth and development of personality. Here, they
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disagreed with their contemporary, Freud, who believed that personality was — Notes

Biological and rootéd in genetics, and

Was groomed as a result of early childhood experiences. This group of researchers who laid
emphasis on the process of socialization came to be known as the Neo, To form a personality,
social relationships are very important.

Based on this, consumers are clas51ﬁed into three personality types -

. Complamt Personalities — They prefer love and affection and so they move towards
them and so they prefer known brands.

» Agpressive Personalities — They tend to move against others and they show off their
heed for power, success etc which is quite manipulative.

* Detached Personalities - They are not much aware of brands and are more self reliant
and mdependent

¢ Marketers also tend to use Neo-Freudlan theones while segmenting markets and po-
sitioning their products.

2.8 SELF CONCEPT

Self concept is defined as the way, in which we think, our preferences, our beliefs, our attitudes,
our opinions arranged in a systematic manner and also how we should behave and react
in various roles of life. Self concept is a complex subject as we know the understanding of
someone’s psychology, traits, abilities sometimes are really difficult. Consumers buy and use
products and services and patronize retailers whose personalities or images relate in some
way or other to their own self-images

Traditionally, individuals are considered to be having a single self-image which they
normally exhibit. Such type of consumers are interested in those products and services which
match or satisfy these single selves. However, as the world became more and more complex,
it has become more appropriate to think of consumers as having multiple selves.

What is Self-Concept?

The below are some of the major aspects of Self-concept .

Self-Concept is Organized

We all have various views about ourselves. We all may think we are kind, calm, patient,
selfish, rude and what not. It doesn't matter what perception you have about yourself, but
the one perception that facilitates all these insights is .organized self concept. When a person
believes in something that matches lhis self concept he sticks to his view and.does not agree
to change the same and even if does, it takes a lot of time. ‘

Self Concept is Learned
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Notes : It is believed that self concept is learned and no person is born with a self concept. It
develops as and when we grow old. Our self concept is built when we meet people socially
and intteract with them. We are the ones who shape or alter our self concept and its quite
natural that we may have a self concept different for ourselves as compared to what people
think about us.

For example — If an individual thinks, he is very generous and helpful, it may not
necessarily be the case with others. Others may see him as a selfish person.

Self Concept is Dynanuc

Our self concept in life is not constant and it rﬁay change with instances £.at take place
in our Jives. When we face different situations and new challenges in life, our insight towards
things may change. We see and behave according to the things and situations.

Thus, it is observed that self concept is a continuous development where we let g0
things that don’t match our self concept and hold on those things that we think are helpful
* in building our favorabie percephon

-

Self concept is the composite of ideas, feelings, emotions and attitudes that a person
has about their identity. and capabilities. !

2.9 SOCIOLOGICAL DETERMINANTS

In the area of psychological determinants, the consumer behaviour was seen from the
stand point view: of an individual. However, the sociologists and social psychologists have
attempted to explain the behaviour of a group of individuals and the way in which it affects
and conditions and individual's behavmur in marketing or purchase decisions.

These groups of mdlwduals as determinants are: -
{1) Family -
{2) Reference groups

(3)  Opinion leaders
(4)  Social class and
(5 Caste and cull'ure

. Let us see these in brief to know their marketing unphcahons

1. Famil‘y~

Many of the decisions made by consumers are taken within the environment of the family
and are affected by the desires, attitudes, and values of the other family members.'Famin,,
as a primary group, is vital because, it links the individual with a wider society and it is
through this that the individual learns the roles appropnate to the adult life. The famlly can
be ‘nuclear’ or ‘extended’.

A ‘nuclear’ family is a two generanonal family which consists, usually, a mother-father
and children. The ‘extended’ faxmly is one that spans at—least three generations which consists
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of mother-father- children-grandparents uncle-aunts, cousins-nephews and other in-laws. Notes
There is another way of classifying the family based on family life-cycle.

This classification is ‘home making phase’ from marriage to birth of the first child; the -
‘procreation phase’ from the birth of the first child to the marriage of the first child’s; the
dispersion phase” from the marriage of the first child to the marriage of the last and the ‘final
phase’ from the marriage of the last child to the death of original partners.

The family impact on consumer buying behaviour can be traced in two ways:

- 1. The family influence on the individual personality characteristics, attitudes-and the
evaitative criteria and

2. The fammiy influence in the decision-making process involved in the purchases. Family is
both a purchasing and consuming unit. Therefore, it is essential to note the distinguished
family roles of the members. These roles are:

o Initiator: The person who senses the need for the purchase; .

¢ Influencer: The person who provides input into the purchase decision;
*. Decider: The person who has the final say over the dec1510n and

. User The person who is most directly involved in usmg the purchase.

That is why; every marketer is keenly- 1nterested in four points in case of family
purchase. There are:

1. Who influences the buying? w
2. Who does family buying?

3.  Who makes buyi.n.g decision?

4. Who uses the product?

Innuclear families, it is mostly the house-wife that has an upper hand in family purchases
regarding her family role such as food, clothing, cosmetics, interior decoration and jewelleries.

Father has say over clothing, education, insurance etc., The children have say in clothes,
sports-equipments and recreational facilities such as TV, stereo-sets and the like.

Family lifecycle also has its own influence on buying beha\nour Thus, the proportion
of a family budget spent on food, clothing and chxldren goes on mcreasmg in the *procreation
stage’ than in ‘home making stage

2. Reference groups

Each person in the society is not only the member of his famx]y but the member of some
group or groups outside the family circle. These groups can be called as ‘reference groups’.

‘Reference groups’ are those groups which an individual identifies with to the extent
that these groups become a standard or norm which influences his behaviour.

Reference group is a social and professional group that influences the individual’s
opinions, beliefs and aspirations. It is one that provides an individual with a sense of identity,
accomplishment and stability.

General]y, a person refers to any one of the following types of reference. groups in
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. Notes

builc_ling his or her beh_aviour.'

* A, The groups that serve as comparison points:

Here, the individual compares himself, his attitudes, his behaviour and his performa.nce with

“the group of members. Thus, he may feel poor if members are richer than himself or vice versa.

B. Groups to which a person aspires to belong:

- Here, the individual aspires to be the member of such  group and imitates the behaviour of

that group incliding buying behaviour. Thus; the group may. be of hlgher social status or a -

cult group such as ‘hippies’ or the ]et-set’

C. Gioiips whitse socml perspechves are assﬁmed by the individual as a
frame—WOrk of reference for his own dctions:

Here, ari individiial may adopt the views of the grotp without becoming a member. A person
need not be a professiondl sportsinan to have the opinion and outlook of a professional-

_sportsman. Soriie noneiilitary persons behave more. than ‘military’ personnel. Similarly, a

person belonigitig to- HifcFity mdy adt)pl: ‘the values and the perspectwes of a ma]crnty which
he dislikés By very natiite. -

Consuffiers as sotial anifhals spenid most of their time in group situations, and accept
information provided by their groups on products, price, performance, style and the like.

It is group norms that difect the attention of its members towards a new product, a
new brand. These réféféfice gtotips have face to face: interactions that provide word of mouth -
communication whicli i§ fiiore poweéiful than fcrmaI advertising. A satisfied customer becomes
the salesitian of the pradict.

a

‘3. Opxmon leadérs:

Like refererice groups, op;lmon léaders’ or ‘itifluefitials’ play a key role in mﬂuencmg the
buying behaviout:of théir followers. Very ofteh we come across situations where a person
refets to an individizal thaf a group in formiilating his-or lier behaviour pattern. The individual
to whorh such refefence is made by 4 person or-persons is the opinion leader.

The béliéfs, Preferences, attitudes, actions and behaviour of the leader set a trend and '
a pattern for others to follow in given situation. In very mtunate reference group, thereis a
reference person, an informal group leader. :

The group of -followers respects him and Iooks up to. him. He is the innovafor in the
group of followers who respect him and look up to him. He is the innovator in the group
who firét tries new ideas and products and then-propagates them to his followers.

 Matketers very often try to catch hold of the opition leaders through ads and other
means of communication. If they succeed in selling their ideas and producte. to the opinion
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leaders, then they have sold it t6 the entire group of followers behind them. Notes

4. Social class-and caste: .

Buying behaviour of individuals is also influenced by the social class and the caste to which
they belong, Social class is a relatively permanent and homogeneous division of a society
into which individuals or families sharing siniilar values, life-style, interests and behaviour
‘can be categorized. Social class is a larger group than intimate group in structure.

Constitution of a social class is determined by the income, authority, power, ownership,
lifestyles, education, consumption patterns, occupation, type and place of residence of the
individual members. In our country, we can think of three classes are as ‘rich’, ‘middle’ “and
‘poor’. Caste, on the other hand, is the group of the memibership by birth. It is not the wealth *
but the birth that decides his or her caste. These castes were based on activity specialisation
of profession or occupation. :

In our country, we have four such broad categorization as Brahmms' ’Kshatrlyas
’Valshyas and ‘Shudras’.

From the marketing stand .point, both social class and caste frame are qfu'te relevant as
buyer behaviour fs influenced by these. Each class and caste develops its own standards of
style, living and behaviour patterns.

It is not a surprise, and then if the members of such a class select a particular brand
of product, shops at a particular store which caters to their group norms.

This does not mean that all the members of the group buy the same products, same
brands, or conform to same styles; however, more or less, it becomes a pattern with differential
range of likings and leanings. Thus, ‘Shudras’ may not enter the restaurants where ‘Brahmins’
and ‘Kshatriyas’ enter, though the ‘shudras’ are not barred from entering. .

It is because of income pattern and traditional respect for higher castes, for in the eyes
of Indian Constitution, all are equal.

210 CULTURE

Culture adds yet another dimension to the study of consumer behaviour. ‘Culture” refers
to all those symbols, anti-factor and behavioural patterns which are passed on socially from
one generahon to the next.

It includes cognitive elements, beliefs, values, and norms, signs and non-normative
behaviour. Cultures are specific to the areas in which they evolve. Yet two nations can
enjoy a common cultural heritage. Thus, each nation has its distinct culture ; however, ina
particular nation, there may be subcultures identified on the basis of ethnicity, nationality,
religion and race. .

Cultural and sub-cultural groups have their unique consumption patterns that prov1de
important bases to the marketers.

Cultural trends have significant implication's for market segmentation, product
development, advertising, merchandising, branding and packaging. While designing the
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- Notes marketing-mix, it is but essentlal to determine the broad cultural values that are relevant to
' the product as well as the most effective means of conveying these values,

A shrewd marketer never contradicts these cultural values in product, promotion, price
and distribution.

Recagnition of Need

Information Search

@ Evaluation of Alternatives

« ‘Purchase Dacisian.

Fig. 2.1 Information processing for consumer decision-making

When a person is exposed to a stimuli, he may show interest m the exposure. His attention
is drawn towards the object and the.nerves transmit the sensation to the brain for processing.
Interpretation is the assignment of meaning to the received sensations. This is retained by the
memory (only a part of the reglstered information may be retained by the memory). This leads
 to consumption behaviour which may have positive or negative feedback for the mdlwdual

' Fig. shows that the individual is exposed to.the stimuli. His attention is atl-racted He
interprets the stimuli and the situation which goes to Ius memory and, the reaction is
shown by means of purchases.

: Much of the information may not be available to the memdry when an individual decides
to purchase something. So, when communicating to the consumers, the _marketeer has
an uphill task, because an individual is exposed to a lot of information but, retains
very little in the memory

: Exposure

When a stimuli comes under the range of sensory perceptors; nerve exposure occurs. Most
of the stimuli to which an individual is exposed to, is self selected, e.g., switching channels .
on TV, sk1pp1ng pages of magazines, avoiding information that ohe is not interested in.
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Attention . ‘ Notes

This occurs when the sensory receptor nerves are activated by the stimuli and, the brain
registers sensations for processing, The market offers a variety of goods. It may take us
long to go through all of them. Therefore, we selectively choose and attend to products
and messages.

Stimulus Factor

There are certain features in a product that can atiract greater attention. This would be the
size, the intensity, the colour and movement, position, format of the message, information
quality, information overload. : '

By size we mean that if an advertisement is on a full page or in column. The intensity
is the number of times a message is repeated in a newspaper or a magazine, TV or any
other media. Further, both colour and movement attract attentien. Ar advertisement may be
black or white or in multi colours. It can be shown staticnary or in a moving state, which
is more noticeable. )

Position refers to the placement of the object, whether it is placed in the centre or in
a corner. Similarly, the right hand page advertisement may be more noticeable than the
advertisement on the left hand side.

Individual Factors

Individual factors affect the decision-making process. The individual is governed by the
interest or the need. Interest alsc reflects the lifestyle of an individual and. the
long-term goals (achieving a specific position in life like becoming a senior manager or
something). The short term goals are influenced by situations.

Situatiom.xl Factors

Decision-making is also influenced by situational factors like time pressure or cleanliness
or crowded places. Noise, atmosphere ambience can stimulate the individual, favourably or
adversely in situations. People pressed for time are not able to pay attention to stimuli
as well as those who have leisure.

Programme Invelvement

In a TV programme, a number of advertisements appear which some individuals
watch or some skip them (fast forward) or take a break. The nature of the programme will
influence the nature of response received. The attention can be focussed that is deliberate
exposure to stimuli. It can also be without deliberate or conscious focussing of attention.

Interpretation

The same message can be interpreted in different ways. It is how we assign meaning to
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Notes

sensations. Interpretation involves a competitive or factual component and, an effective or
emotional response by cognitive or factual component. The stimuli is placed:in different
categories of meaning,. If a firm floats a new brand at a lower-price, it can be interpreted that
the product is of low quality. This, however may not be true; as the firm mdy have more
efficient means of production and marketing facilities and may be wanting to add another
variety or, to extend the brand. The interpretation can also be affected by the semantic and
psychological meanings attached to a stimuli.

Diffgrenﬁe Between Personality and Sélf Concei:ot

Personality is another internal determinant which influences our consumption pattern. We
tend to use products ' that go with our personality. Personality may be defined as those
inner psychological characteristics that detemune and re[ ct how a person re5p0nds to his
or her environment. - :

. Inner characteristics’ are those speafzc qualities and attnbutes traits, factors,
mannensms that d1stingulsh one person from another. Personality influences the individual's
product choices and brand choices. It also responds to a firm's promotlona.l efforts and,
when and how th ev consume particular products.or, services. By associating personality
cllaracteristics with consumer behaviour, a marketeer can formulate marketing strategles in
an effective manner. . . . .

Trait Theo'ry

A trait is defined as a predisposition to respond in a parhcular way.. Traits are used to define
behaviour of consumers. There are a number of traits given by Cattell and they are sixteen
in numbers:

_Reserved vs. Outgoing
Dull vs. Bright '

Docile vs. Aggressive
Serious vs. HappyA go lucky

1
2
3
4
5. Unstable vs. Stable
6. Expedient vs. Conservative
7. - Shy vs. Uninhibited
8 Toagh-im'nded vs. Tender-minded
9. . Trusting vs. S;Jspicious
10., Practical vs. Imaginative 11. Unpretentious vs. Pohshed
. 12. Self-assured vs. Self-respechve '
13. Conservative vs. Experiménting -
14. Groqp-depéﬁder@t vs. Self-sufficient

15. Indisciplined vs. Controlled
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16. Relaxed vs. Tense. . : A ’ Notes
Cattell believes that traits are acquired at an early age, Q\r't‘m'ough learning, or are inherited.
This theory is representative of multi-personality theories (more than one trait influences
behaviour). Trait theory is based on certain assumptions, which are:
: . : ‘ \
1.  Traits are relatively stable characteristics

2. Alimited number of traits are comumon to most people

3. The degree of traits possessed by an individual can be measured by using a rating
questionnaire in a continuum, on a1to 10 scale.

The Psychoanalytic ;I'hemjy of Freud

Freud proposed that every i.n_c'lividual‘s personality is the product of struggle among three
interacting forces. These three are fully developed and are m a state of balance in a healthy

dissatisfaction with the self and the world.

o Id: It is a source of sti'ong, basic and instinctive drives and urges which demand in-
stant gratification even at the cost of violating the norms of society. [t demands instant
gratification- Pleasure Principle .

o 'Eg;a: It operates on a reality principle, and seeks to achieve the i:o!easurable demands
of the in as realistic a way as possible. It helps to develop cognitioa, and controls im-
pulsive behaviour . :

e SuperEgo:Itis the indiYidual's moral code and helps in striving for perfection . Its pri-
mary :mrpose is to restrain aggressive impulses of the id rather than seek to postpone
them, as does the ego. According to this theory, these three systems are fily developed
and are in a state of ba iance in a normal healthy person. But when one or more of thei-

; e systems are underdeveloped, then the internal balance is disturbed, which leads to ’
maladjustment and dissatisfaction. '

Social-Psychological or Neo-Freudian Theory

It is of the view that social relationships are fundamental to the formation and development
of perscnality. So, consumers have been classified into three personality groups:

CAD Model.

e . Compliant Individ uals: M ove towards others for the need of love, affection and ap- -
proval; are conformists who prefer known brands. '

s Aggressive Ind ivid uals: Tend to move against others and are manipulative; feel a
high need for achievement, power, Success; prefer specific brands, so that they can
be noticed. : ’ -

e Detached Individ uals: Move away from others: feel a need for self reliance, indepen-
dence and freedom; are least aware of brands. )
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Notes .| Applications _
' s Different personality types of individuals tend to use different prodiicts and .brands.

* Compliant types prefer known products and brands, while aggressive types pxzefer
specific brands out of a desire to be noticed. . .

‘¢ Detached types appear to have the I_eaSt_ awateness of brands.

* Emphasis on the social nat ure of 'conéumpﬁpn e.g., while advertising for personal
care pro.ducts, care is taken not to offend any particular group. Products be advertised
“which are used in social interactions or when in groups. .

Emotions

Emotions control our behaviour."lhéy are relatively uncontrolled feelings w hich affect our _
behaviour. We are emotionally charged by environmental factors and events. If somebody
misbehaves with us we fee angry. On our achievement we feel happy.

Whenever we are emotionally charged. physiological changes also take place within us.”
These may be faster breathing, perspiration, dilation, or mojstening of eyes. Increased heart
and blood pressure, enhanced blood sugar levels, etc. Mental activation also takes place, *
and we recall a lot of pleasant or unpleasant incidences and can also think rationally, The
béhaviour of different individuals vary from situation to situation, and emotions are mostly
associated with behaviour.. - -

Self-concept -
Self-concept can be described simply as how one perceives himself and his behaviour in the
market place, It is the attitude one holds towards himself. What one’ thinks of himself? The

self concept is not very realistic because an unconcious component is always present. It can
be divided into six types, as given below: -

. (i) Actual selfi—How a person actually perceives himself ?

(ii) Ideal self— Ho;i.f a person. would like to perceive hi.méelf?

(iii) Social self — How a person thinks others perceive him? .

(iv) Ideal social self— How a person would 'Iil::e. otheﬁ to perceive him? )
(u) Expected self— Animage of self somewhere in between the ‘ac.tual and ideal self.
. " .(vi) ‘Situational self: A persml]'s self image in a specific situation, ' -

' Self-concept is a social phenomenon.llt Is an attitude to the self. Conéequgntly, the way
we dress, the prod ucts we use, the services we require, depend on how we want to perceive

ourselves, There is a relationship between the self-image of a person and the product’ one
wants to buy. Prod ucts act as symbols for consumers. '

People like to use the products which match their Iﬁersona]ity. These include clothing,

leisure products, personal care products. Marketeers want an idea of the self-concept and

- the image of the brand. This can bé one on a differential scale of 1 to 7 of several items as
shown on next page. . : '

7 First the consumers are asked to rate their self-concept on the differential scale. Then
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‘they are asked to rate product brands on the same scales. The responses that watch with the
brands are expected to be preferred by consumers

After matching the self-concept with the brand image, the individual tries to find products
for his satisfaction. If he is satisfied, his self concept gets reinforced. The interaction between

the product and self-concept can be situation specific. In some situations, the self-concept.

can be enhanced or reinforced to a lesser or higher degree. Marketeers use these tools ‘as a
guide to product and brand choices.

2.11 CONSUMER LEARNING

Consumers prdcess-informaﬁon from the stimulus they receive in various forms. This
processing helps to buy products of their need and liking. The five major ways they use for
information derived from their environment __—

These are:
1. They stand and evaluate products and services.
They attempt {ojustify previous product choices,

2 "
3. To deéic_le whether to buy or postpone the decision,
4. To satisfy a need from the products available from the market.
5

To serve as a reminder to purchase products which must be replenished { soap, everage
and other consumable items.)

Information processing is not the end result hut a process which is followed by the
consumers. The basic components of informatinn processing is shown in a framework. The
basic components can be arranged into 4 groupings or the 48:

* Stimuli that serves as a raw material {0 be processed the receptors.
* Pangs and the 5 senses of test, touch, srﬁeH, vision and hearing.

* Stages of processing activities as shown in the diagram exposure, sensory proce
sses and attention. . .

* Situation and consumer characteristias that which e influence the nature of
these activities.

Executive system which regulates the type and intensity of processing activities.

Types of Learned Behaviour

Almost all types of behaviour we exhibit has been learned.

1.  Physical behaviour. The way we walk and talk and cénduct cursalves and interact with
others. Some adopt the behaviour of celebrities, film stars and is tetmed modeling,

Symbolic learning and problem solving. Symbols conve; meanings. Symbols and
‘brand names communicate. These are Kodak, Muc-Donalds, Diet Papsi etc. Problem

Notes ;
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Notes - solving also by thinking and insight. Thinking involves mental mpulation of symbols
to form various combinations and meanings. This leads to insight which. is the new
understanding of relationship involved in the problems. These factors allow consumers to
mentally evaluate the product without purchasing them. A person may evaluate a burglar
alarm for car. They realise that at home it is parked in a locked garage and in the office in
a secured parking. Hence, the burglar alarm is not required and postpones his decision of
buying.

- 3, Affective learning. This comes by experience and by.usi.ng the products. One learns about
the product and this goes into his memeory.

The Elements of Learning

1.  What are the purpose or, intention of buying?

2. Cues are weak stimuli not strong enough to effect a purchase, but provides direction to
_motivated activity. These cues may be colour, decision etc.

3. Response. To buy or not to buy.

4. Reinforcement. This Jeads to repeat purchase and confirms the performance to the
product.

2 12 LEARNING MEMORY AND PRODUCT POSITIONING

Itis strange how much you have got to know before you know how little you know? Learning.
All organizations are interested in highlighting the features of their products and services.
They make the consumer aware to know, about these features, so that their behaviour
can be_ influenced, It is through learning that the attitudes, behefs, values, feelings are
influenced. We learn a lot from our culture social clas:, family influences and all
these also reflect on our lifestyle. . :

Learning can be described as any change in the content or organization of long-term
memory. It is a result of information processing. Learning is the key to consumer behaviour.
We learn through .and from our culture, subculture, social class, family fx-xevds, and utilize
our personal experience, advertising and mass media as shown.

These in turn influence our purchase decision as shown in learning is defined as a
permanent change in behaviour occurring as a result of past experience

It is a permanent change in behaviour. Behaviour is both a non-observable activity as
well as overt or open behaviour which can be observed. Learning is relatively a permanent
" change. Learning stresses our past experience. -

Learning can be done under a high involvement or low involvement. situations. In
‘high involvement learning situation, the consumer is motivated to learn. If a person
wants to buy a gadget, he tries to learn about it and is motivated. If a person wants to buy
a camera, he learns about cameras.

In a low learning situation there is 1.0 motivation fo learn about the product. Learning
situations are of degrees and, depend on situations as well. In low involvement learning,
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consumers do not have any focussed attention on the advertisements like cigarette Ads, one Notes
only glances at the advertisements. The strength of learning can be intensively influenced |
by four factors which are, importance, reinforcement, repetition and imagery.

Importance

By this we mean how important is the learning for the consumers about the product.
If it is important for you to learn about cameras before you buy '-one, it reflects a high
involvement situation. :

Reinforcement e

Reinforcement is something that increases the likelihood of a response to be repeated in future.
Reinforcement can be positive or negatie. By positive reinforcement we mean a desired
consequence. One feels happy after buying the product. One uses a product, feels happy,
and repeats the procedure. An imaginary response removes the unpleasant consequence. -
If a tablet relieves you from a headache you will continue using it because the negative
enforcement. Punishment is the opposite of reinforcement. It is a consequence that decreases
the likelihood of the response being repeated in the future, e.g., if one deposits money with
a company and does not get good returns this will not be repeated in future.

Re;ﬁetition ' -

" Repetition increases the speed of learning, If a TV commercial is flashed a number of times,
_ it will register more in the minds of consumers. The exposure must carry important and
interesting information.

Imagery .

By this we mean whether the advertisement is substantiated or accompanied by images. We
have brand symbols, names, etc. We have messages substantiated by pictures. The pictures
along with the images have a greater impact and can be registered more intensely. The
script in which the name is written also gets-registered in the mind. The M of- McDonald's,
the script of Bata, the symbol of Tata. Omega, symbol of Nike, Reebok, etc., are some of the
examples which get deeply registered in the consumer's mind

213 CONSUMER ATI'ITUDE FORMATION AND CHANGE

Consumers of all products are engaged in low, medium and high involvement mformat[on
search. There are various questions to be considered.

¢ How do consumers choose among brand alternatives?
¢ Do they use any choice rules?
¢ Do they select best alternatives or re;ect bad ones'?

*  How dothey find their way amidst many brand altemahves with different attnbutes’
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People have different attitudes (bent of mind) for different products, e.g., many consumers
think of plastic to be cheap, artificial, weak, breakable, non-degradable, environmentally "
harmful and not desirable, They have a negative attitude and discourage the use of plastics.

Notes

Plastics also create positive attitudes, as it is light, unbreakable, easy to’ carry, handy.
People do not dislike plastics, but do not know what to do with it after using it? Attitude is
the way we think, we feel and act towards some aspect of the environment.

Key . variables that surpasses all vanables in alternative evaluation, is consl_imer
attitude. ’

+

- Consumer Attitude and Alternative Evaluation

It presents a summary evaluation of the consumer environment around them.

Definition

"Attitude is a learned predisposition to respond in a constant favourable or unfavourable
manner, in respect to a given object. Marketeers try to bombard consumer" with information.
These may have a positive or negative effects. Schematic conception of attitude has
three components: An attitude provides a series of cues to marketeers. They predict future
purchases, redesign rharketing effort and make attitude more favourable. Attitudes indicate
knowledge, feelings and intended action for the given stimulus.

Utilitarian Function

In buiiding a favourable attitude towards a product, utilitarian function plays an important part.
It guides consumers in achieving their desired needs and avoiding failure and disappointment,
- ' e.g., desire for hi-tech products or after sales service may be the priority of the customer.
Customer builds a favourable attitude if he is satisfied with the function, e.g., safety, image ete.

Ego Defensive Function

'Individuals—@_re attracted towards products that give them protection and enhance
their image in a society. It protects consumers against internal and external anxieties and
environment. Here marketing stimuli and inore particularly products become an instrument
of the protection process, e.g,, visible prestige products, mouthwash, deodorants, perfumes,
make an individual more acceptable in a gathering, e.g., mouthwashes are used to avoid
anxiety producing situations. Creams are used for removing pimples from the face.

Value Expressive Function '

This helps to maintain self-identity among consumers and lead them to expression and
determination, e.g., Gandhian followers-select handloom and khadi clothes. Consumer openly
expresses opinions that reflect their belief and self concept.
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Knowledge Function - ' Notes

The knowledge that listerine stops bad breadth.. The knowledge that high cholesterol food
is not good for health. Consumers want to uphold the values they stand for. As a member
- of a club, one has to conform to the attire prescribed by that club.

Aadvantages of choice rules to consumers are:
* Guidance while decision-making
* Short-cut to decision-making
"¢ Helps to integrate and arrange information to enable quick-decisions
* Helps them to take complex decisions.

After recognising the problem and completing information search; the consumer combines
and integrates various attributes to facilitate choice making. Marketeers must know what
criteria are available to consumers which may be used and why? How can marketeers affect
choice rules? Purch.llse decisions may be:

* RR.B.-Routinised Response Behaviour.L.P.S.-Limited Problem Solving.
* EPS-Extended Problem Solving.

For extended problem solving a multi-attribute choice model is used. In this model if
the choice is to be made between various brands of products their attributes are listed and
weightages on these attributes are given by the customer. according to the importance of
attributes. These attributes are rated on a scale (1 to 5) and the total is found out. The higher
is the total of ranking, more suitable may be the brand.

- Product Attributes

Product-bundle of benefit expressed through its attributes desired by its target
consumer. These vary with customers and are determined by their needs, e.g., for a
female lipstick buyer, range of shades, packaging, price and prestige. factor are the desired
attributes. Car-styiing, low maintenance, fuel economy, price are the desired attributes. Types
of information sought in search behaviour for fulfilling product needs

Importance of Weights

All attributes are not equally important to different buyers of similar products, e.g., lipstick
buyer may conclude that price is more important than prestige factor, or vice-versa in brand

“evaluation. For a car, ruel economy may be more important than styli.ng or vice-versa.
Importance of atiributes helps a consumer to reach a balanced evaluation.

Brand Belief

The brand image helps consumers, ie., believing which brand is more likely to have a
_ particular attribute, based on consumer perception, and may be at variance with reality,
e.g- what a consumer believes about a brand may not be true,
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 Utility

By combining the performance levels of salient attributes, consumers can determine utility
and make-up what is called an ideal brand'. In evaluating, it has to be decided how. many
brands will be considered. For a mixer/ grinder, a large number or brands are available. This
is known as the total sét. '

Awareness Set

The set of brands of which the consumer is aware is termed the "awareness set". The awareness -

set is subdivided into three sets based on the consumers evaluation of the individual brand.
A brand for which the consumer has a positive evaluation is considered in the "evoked set'.

‘ An evoked set cons{sts of those brands W}ﬁch the consumer is aware of and considers
for purchase. It is proposed that actual choice data be used to investigate determinants of
evoked set size for mature, frequently purchased products in stable ‘markets.

The measurement of choice sets is free of the problems of previous research: serial recall
interference and limitations on processing capabilities. An empirical test of this assumption
using a grocery product found that education and product importance had a positive

association with choice set size. The finding with respect to education differs from previous

studies and -is consistent the literature in variety seeking behavior.

An evoked set is a set of products of which a consumer is aware and which are
considered for purchase (Howard and Sheth, 1969). Since the evoked set is a subset of the
products available in the marketplace, the evoked set formation is seen as an information

load reducing mechanism used by consumers to reduce the cognitive complexity of the.

brand choice process. The existerice of evoked sets has been confirmed in the choice process

for nondurables (grocery products - Campbell, 1969), consumer durables (cars - Gronhaug,

1974) and services.

- The demonstrated existence of evoked sets has important implications for marketers. It

_ is assumed that a brand competes only with others in the evoked set of the consumer and

not necessarily with all other brands in the market. Therefore, the size of the evoked set and

fhe determinants of its size are important. In this paper, the determinants of evoked set size

for a common food product, instant coffee, will be explored.

A number of previous studies have looked at the same problem with other frequently
purchased products (Campbell, 1969; Jarvis and Wilcox, 1973; Brown and Wildt, 1987). For - -

example, Campbell (1969) found that brand loyalty and importance of product class affect
the size of the evoked set for grocery products (non-durables) whereas there are no effects
due to deinographic variables such as the age or education of the consumer.

On the other hand, in studies of the choice process for consumer durables (Maddox,
Gronhaug, Homans and May, 1978) the demographic characteristics of age and education of

the purchaser do affect the size of the evoked set. This discrepancy is attributed to differences .

in the type of product studied (durable vs, non-durable).

However, there are some limitations to the methodology used to study grocery products
which may affect the validity of the measurement of evoked set size. The primary lirnitation
is due to the use of unaided recall to measure evoked set size.
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_ In this unit, new information about evoked set formation and newdata sources wil] be . Notes
used in an attempt to reconcile this discrepancy. Specifically, it is proposed that brand-choice '
" data be used to'measure the size of the evoked set for mature, frequently purchased products
in stable markets. In an empmcal investigation, scanner panel data is used to determine the |
demographic determinants of choice set size. '

This methodology suffers from none - of the hrrutatxons of previous studies of this type
The results can be used to cross-validate Pprevious research findings and shed some light on
the differences found between the Campbell (1969) and Maddox, et al. (1978) studies.

In the next section, an introduction.to the research of evoked sets is presented. The past
literature concerning the determinants of evoked set size is reviewed and critical discussion of
the measurement methodology used in the past follows. A new methodology for measuring

“evoked set size is proposed and used in an empirical study. The results and discussion
sections conclude the paper. -

Definition of Ev"oked Set

It is hypothesized that evoked sets form in response to the complex choice problem which
arises when a large number of brands must be evaluated before a choice is made. In order
to reduce the cognitive load of the choice process, the consumer cons1ders onIy a subset of
brands.

As defined by Howard and Sheth {1969), there are two conditions-for inclusion-of a
product in a consumer's evoked set: 1. the cohsumer must be aware of the preduct and 2.
there must be some intention to purchase the product. Since there is often a large number
of brands available in a product class, consumers may be aware of only a subset of brands.
It can also be assumed that of all the brands of which a consumer is aware, she miay only
consider a small number for purchase.

" The awareness of a brand is typically measured by unaided or aided recall (recognition).
The evoked set is determined by asking the consiumer which brands would she consider
for purchase-or find acceptable for purchase. Myers (1979) suggests that alternative ways of
“measuring evoked sets are actually measuring different constructs.

He conjectures that some brands which are “acceptable” may be marginal brands which
" are not actually "considered" in the routine choice process unless the preferred brands are
not available. However, Troye (1984) found that there were no significant differences in the
evoked sets when elicited with either question. -,

Although this research is concerned with the size of evoked sets, other research has
‘focused on the formation and composition of evoked sets. One important example is Parkinson
and Reilly (1978): Using both recall of evoked sets and rating of brands in the awareness and
evoked set, they exatnined which decision tule best gxplains inclusion or exclusion from the
evoked set. It was found that the unweighted linear compensatory or lexicographic evaluation
models both explained their findings wéll. In the next section, the hterature examining the
determinants of evoked set size is reviewed.

~

Affecting the Size of Evoked Sets
L

The determinants of the size of an evoked set has been a very active research topic. The
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types of factors studied can be broken down into two groups:
1. Charactenstlcs of consumers and
2, Charactenstlcs of products

In this unit, we shall be concerned with those demographic factors which affect evoked set
size. Some of the other characteristics of consumers studied were the ability to discriminate
(Ostlund, 1973), self-confidence and familiarity with product class (Gronhaug, 1974).

Some of the product characteristics studied in the past include: number of choice cntema
(Belonax, 1979; Belonax and Middlestaedt, 1978) and level of abstractness of information
processing (May and Homan, 1977). In the next section, I will describe the Jeterminants
of evoked set size used in.previous research that will also be used in the empirical study.

Factors used in prewous research

The followmg paragraphs describe possible factors thch could affect the size of evoked sets
and the rationale behind the choice of these factors

A. Number of brands that:consumer is aware‘ of - It has been shown that there are,
limitations to the amount of information that can be processed simultaneously in short-term
memory (Miller, 1956). This limit is hypothesized to affect the number of products considered

" as well as the number of choice criteria used. It is expected that as the number of brands a

subject is aware of increases beyond a certain limit, the evoked set size (those brands actually
considered) will asymptotically reach some upper limit.

Importance of product category

The unpact of the importance of a product category .on evoked set size is based on Social.
Judgement Theory (Sherif, Sherif and Nebergall, 1965). The theory states that the number of |
acceptable positions on a social issue is inversely related to the level of involvement of an
individual in that issue.

Applying this theory to brand choice, with rising- importance of a product category,
we should observe smaller evoked set sizes. It is equally plausible, however, that increased
category importance leads to more search and trial since the product class is so important to
the consumer and a mistake would be costly. The importance of the product category may
have a positive or negauve mﬂuence on the evoked set size.

Education

May and Homans (1976) found that people who used concrete information processing in the
brand choice process had smaller evoked sets. Since well-educated consumers have more
experience with abstract thinking, it is assumed that such thin.ki.ng will occur more frequently

_ with increasing levels of education. The increased probability for abstract thinking will thus

lead to larger evoked sets as the level of education i increases.

’
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D. Brand loyalty ' Notes

Campbel] (1969) and Ostlund (1973) conjecture that brand loyal customers use more > concrete

information processing than others. The use of concrete attributes to evaluate alternatives is

expected to lead to smaller evoked sets since the range of acceptable brands is constrained

by the specificity of the choice attributes. The choice attributes are assumed to be defined or
" at least affected by the preferred brand.

E. Age

It is‘assumed that the longer that a consumer has been using a product, that the more time
she has had to form stable preference orderings (Howard and Sheth, 1969). This would lead
to smaller evoked sets with increasing age. However, time in the market may also teach you
that quality does not vary across brands and therefore, price (or another attribute) should
guide brand choice. '

F. Income

,A risk averse consumer should have a smaller evoked set than others since an acceptable
brand may be repeatedly purchased in order to avoid a "mistake" by purchasing an unknown,
possibly unsatisfactory brand. However, the larger the income of the customer, the lower
the risk of making a "mistake” since the unsatisfactory product can be discarded with lower
penalty. The higher income allows a consumer to sample a wider variety of brands with,
all else equal, less risk.

There are two types of products studied in previous research, durables and non-durables.
Now it is clear that the various demographic variables have differential effect on the evoked
set size depending on the type of product studied, -

' For example, both age and income affect the size of the evoked set when the product
being considered is a consumer durable (car). However, these variables have no affect on the
evoked set size for grocery products like toothpaste and laundry detergent. The constructs
being measured in the different studies are not too different since brand loyalty impacts the
evoked set size over both types of products. Product importance also affects the evoked set
size for both types of products, but in opposite ways.

The question then arises as to the reason for these discrepancies. Are they due to the
product types chosen (durables vs. non-durables) or could they be due to measurement érrors?
In the remainder of the paper, new insights into the evoked set formation process and new
data sources will be used to try to answer this question. In the next section, a critical review
of the previously used methodology will be presented.

2.14 CONSUMER DECISION PROCESS

"A decision is the selection of an action from two or more alternative choices." Everyday we
take many decisions and sometimes stopping to think how we make these decisions and
what is involved in its process. Before we take up a simple model of decision-making. The
consumer related models of decision- makmg are discussed below:
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-\
Ecnnonuq Ma.n Model Customer is charactenzed as an Fconomic MAN and he makm

" rahonal decision. - N

Passwe ‘Man Model: It is oppos1te to Econoxmc Man model and describes the consumer

as inpulsive and irrational purchasefs. They are ready to yield to. the tactics’ of the

consumer. The salesman takes the consumer through four stages (AIDA). These are:

¢ Attention -
.. Inte:gest'
' D:esiré-'

I ' . Action

( ii) Cogn'itive Man Model: It portrays the consumer as a‘thinking problefn solver. It focusses

on the. process by which consumers seek and' evaluate information on selecting brands
and retail outlets. The information seekmg is stopped cs soon s sufficient information is
received. It develops shortcut decisions. The consumer avoids Information Load ie., too
much information.

The figure- shows. the INPUT, PROCESS and OUTPUT MODEL of decision making.
The input_factors are the external influences which are the 4 Ps of marketing. These
socio culttural backgrou.nd of famle, social class culture etc., forms the mput. 1t is what
the consumer js influericed by or what goes into his mind. This is-known as input. Next
follows the process of decision-making. These need recogmhon{ prepurchase search
which are dealt with in separate chapters in this book. These along with the psychological

" factors of motivation, perception,. Ieammg, personahty, attlmde and experierce from the
' constxtuents of dec1510n-makmg

Next is the: post-purchase’ decison behaviour that is whether the product is bought or

not, and-whether it is taken for mal or piirchased right away. The’ real fest-i5 the repeat

purchases . Repeat purchasesconﬁrm that productis liked by the consumer. Then we have -

the pest-purchase evaluation, whether the customer is’ sahsﬁed or not

1L
2,
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There are five stages. in consumer decision-making: : - -

Problem recognition: A consumer recognises a need to buy' a pl;oduct.
Information: search: Attempt is made-tc gain'knowledge-about the product.

Evaluation and alternatives: The product;s which can-fulfil the needs are evaluated in terms
of plus and ‘minus points. ' -

Purchase. action: The actual purchase is made from:store after consxderanon of anumber of

factors.

Post-purchase beha\nour (fo]lowed sequennally) Th.ls is how a consumer feels after usmg
the product, i.e., satisfaction or, dlssahsfacnon :
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Importance of Problem Recognition - T Notes

It is the first stage in decision-making. Problem-recognition explains:
* Why abuyer buys? ‘ .
_ e Gives definite direction to subsequent-purchase behaviour.

. I—Ieli;s the marketeer exert his influence, so that the need is to be recognized. A :virtual
circle exists between them {problem recognition and marketeers stimuli).

1. - Habitual decision-mak ing or routinised response behiaviour: Here the information search
is low, the risk is Jow and the involvementis also low. These are products which are bought
with -greater'frequency like a tooﬂlp'aéte, shaving cream, blades, *cosmetics, etc. There is
hardly any dissonance and very limited evaluation, )

2. Limited decision-making; This is for products which have a higher time, risk and money-
involvement. In this, information search takes place and the buyer wants to find out a
number of features, attributes and aspects of the product before finally making a decision
to purchase. The purchase is for items like a TV, computer, a machine, motor cycle, etc. In
this there can be limited dissonance if the product does not perform upto expectations.

3. Extended problemsolving: In this category, the riskinvolved is high, themoney involvement

is much more. The goads are not purchased frequently. These involve a lot of information

* search and greater physical activity for finding out about the attributes of the products.

These ftems include a house, a motor car, jewellery or something which is valued most. A

professional photographer who is keen on taking pictures of very high quality, with a lot of

gadgets may also go into his ‘purchases after being highly involved in the same. He may

. have to undertake a high degree of infortllation search, which s both internal and external.
Extended problem solving is carried out in case of:' -

*  High-priced products
-« Medical products associated with risk
- Automol-ailes associated with functions
"« Complex products (.;omputers)
Products associated with one's ego or emotions -(clothings, cosmetics etc.}

e When the product is o: great interest to the consumer. It is identified with the no "ms
of the group. '

Dissonance

In this type of deciéion—making, one can feel pre-purchase and post purchase dissonance.
Pre-purchase dissonance is when one gets confused with the many choices available and is
unable to buy with the number of choices available and aveids the risk of not buying the
best. Post-purchase dissonance occurs when the prod uct is not upto one's expectations
and does not match with the need. This arouses anxiety and dissatisfaction with the product.
This is known as post-purchase dissonance, because it is experienced after the purchase.
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2.16 SEARCH AND EVALUATION

- Information search starts the momen :. a need is recognized. It is a deliberate attempt to gain

appropria te knowledge about products. Knowledge of brands and their important characteristics, -
and knowledge of st.ores from where to purchase the goods is gained. Optimum amount
of information is req vired for making a proper choice. Consumers gather information, they
then understand by selecting, orgamzmg and_ interpretmg it.

Questions Faced by.Marketeer

1 What are the types of ipfbrmation search, and what are their determinants?
2. Whatis the appropriate infbnil_atioﬁ load that can be handled by customers?

3. How can marketeers help facilitate the information search?
4

Which source of information is used by the customer?

Types of Information. Search

* Internal Search: It is sufficient in case of loyality decisions and impulsiveé purchases.

Internal search is also done for routine response behaviour and limited problem solv-

~ ing. ) : _ - _

¢ External Search: It is a mediated, planned and rational pursuit of information for high
* involvemen t purchase decision, i.e., extensive problem solving,

* Passive Search: Low involvement-use repetitive . advertlsmg use TV, Emphamze )
Price Promotion and in store marketing stimuli.

* Active Information Search: Marketeer must vary message content frequéntly Use
Print Media. Emphas1ze advertlsmg and emphasize marketing before customer en-
ters store.

* Bedonie Search: In this, sensory stimuli dominates. There is ongoing mformahon‘
search. Personal sources are more unportant symbols and i imagery is most. effective.

¢ Utilitarian Search: Product athibutes are more important for purchase, There is specif-
ic information search. Non-personal sources are more important. Product infopmation
is more effective

" Information Overload

" Jacob Jacoby and Associates developed this concept, which cautiohs marketeers against the

popular assumption. "If some information is good, then more information must be better." Too
much mformatjlon confuses the consumer, and with more information, often poor decxs:ons )
are made. Increasing package information adversely affects the ability to choose best brands.
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Sources of Information , ' . Notes

1. Controlled by marketeers:

s Information on distribution support: Yellow pages.

- Factors Leading to High Information Search
L.
2.

~

9.

Factors Leading to Low Infaﬂndtion Search
- L
2.

°* Advertising: Provides about 35 per cent to:50 per cent information sought. It is the
most impbrtant sources of information.

¢ In-store promotion: e.g., display prices, danglers, brochures, technical ~ reports, -
summaries.

® Package information: Colour, design, ingredients and mode of using.

* Sales persennel: Consumer durables-, furniture, electronic, clothing indigenous
Products.

¢ Samples and demonstrations (most important): Create a favourb impact for marke-
teers. ' .

Outside marlleteer's control: Personal friends, independent consumer reports,
new articles shopping columns. Some sources are face to face, others are non-
personal in nature (advertisement and publicity, etc.). There are many situations
which lead to high or low information search :

If one feels that there will be more benefit by undertaking a search-search is high.

If there is greater involvement in the product, ie, a earner bought by a professional
photographer or, a racket chosen by a professional tennis player.

If one likes shopping and enjoys it-search is high.
If more time is available-high search.

If one is mobile and can go from place to place, i.e., his movement is not restricted-high
information search. - '

If one can process the information easily about the product one wants to buy. It leads to
high information search.

- If many attributes are to be evaluated and one is interested in many attributes and'their
mix-high information searchi.

If there is a little product knowledge and experience it leads to high risk. .Thergfore, more
information search is required.

If there is more product differentiation high price is charged

If the cost of the information search is high-it leads to low information search.

If one relies on his past experience of purchases-low information search.
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Notes . " 3. Ifoneissatisfied with existing brands he is using he will go for-low information search.’

4. . [Ifthereissocial pressure of: friendsand relativesto buy aparticular product-low information

search. . : “

- 5. Ifonehas low confidence in dealing with information or, cannot process much information-
low information search.

Cost vs. Benefit Analysis

Benefits can be (a) tangible, i.e., lower price preferred style, more quantity, better quality; (b)
Intangible-reduced risk, greater confidence even providing enjoyment. It has been observed
that 50 per cent of the appliance buyers do little, or no external search as they do not
perceive enough benefits from it.

Cost

No search is also done because of the cost incurred. It can be both monetary and non-mionetary,
i.e., money used in transportation, lost time, lost wages, lost opportunities. Non-moenetary

- may include psychological and physical cost, frustration cost, conflict between search and
other activities fatigue, etc. .

When a consumer undertakes a search, he comes across various brands and has to
choose from them. Some ‘brands are considered out of the total set of brands available .

We thus have:

® Total set: All the brands available in the market . Awarene ss set: Brands potenf;fal
buyer is aware of. I nept set: Not suitable/rejected . '

* Considerations set (Evoked set): Brand to be considered
& . Choice set: In contention with fin al choice. —
e Choice: Ultimate choice.

To design market strategies, the nature of ‘search is to be considered, ie., RR.B,
" L.PS., E.PS. and the nature of the evoked set (this influences the direction of search) This -
g1ves rise to s:x strategies. .

Mamtenance Structure

If the brand is purchased habltually the strategy is to maintain that behaviour. Attentionis -
to be paid to product quality, avoiding out of stock " situation, reinforcement, advertising.
Also defend against the competitor's move which might be disruptive to the brand.
Maintain product development, give rebates, P.O.P. displays, etc

Disruptive Structure

If the brand is not in the e\{oked set and the decision is habitual, we must diérupt the

existing decision-making process. It is a difficult task. A major product improvement must

be made. Attention atiracting advertising should be done. Free samples, coupons, rebates and
. tie-in sales can disrupt habitual decision-making. '
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Capture Structure, Limited Decision-making and Evoked Brand ] ~ Notes

Limited decision-making involves few brands which are evaluated on price or availability.
Information search is mostly done at P.O.P. and through available media prior to purchase.
Strategy is to catch as much of the market share as possible/practical. In limited search, the
marketeer tries to supply information of his brand by cooperative advertising. He must
also ‘maintain product quality and adequate distribution.

Intercept Structure, Limited Decision-making and not Evoked Set (Consideratior: Set)

Marketeer has to intercept the consumer during a search on brands in evoked set. Emphasis
will -be on local media with cooperative advertisement, P.O.F. displays, shelf space, package
design. Coriéumer's attention is to be drawn as the brand is not in the evoked set. Coupons
cari also be effective. Low involvement learning, product irnprovemen{ and free samples
“can” also be used. l

SUMMARY

e Perception is the most important psychological factor that affects human behaviour.
It is a process consisting of several sub-processes. These are stimulus, registration,
interpretation, feedback and reaction.

e Personali ty may be defin c*d as those inner psychological characteristics that deter-
minl' and reflect how a person responds to his or her environment. Inn er character-
istics are those speci'fic qualities and attributes traits, factors, mannerisms that distin-
guish one person from another.

s Self-concept can be described imply as how one perceives himself and his behaviour
in the m;:rket place . Itis the attitude one holds towards himself.

e Motivation is an inner feeling that stimulates the action that is to be taken by an indi-
“vidual. It provides a specific direction or, results in a response.

e Attitude is a learned predisposi tion to respond ina constant favourable or unfavour-
able manner, in respect to a given object. Marketeers try to bombard consumer with
information. These may have a positive or negative effects.

¢ A decision is the selection of al action from two or more alternative.choices .

e There are various consumers m dels which help in the understanding of consumer
behaviour. These are listed below . ' '

" o Consumerism is one of the *nost popular social issues and is being publicised very
fast. :

e Itis asocial movementof ci 1.izens and government to enhance the* rights and pow-
er of buy,rs in relation to sellers. ‘

s Organizational buying is a complex process of decision-making and communication.
It takes time, involves several members and considerations. . ’

-
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'Every member has his own motives, beliefs and predispositio to the decision process.

Every member is influenced and influences other family members. There is a recipro-
cal influence exerted in the decision process other family members, -

There is a reciprocal influence exerted in the decision process. It becorries important

for a marketer to sort out-all family influences, and formulate a strategy for effective -

marketing, _ : N

Consumer socialisation is the process by which young people acquire the skills, knowl-
edge and attitudes relevant to their fun-tioning as consumers.

Self concept is defined as the way, in which we think, our preferences, our beliefs,
our attitudes, our opinions arranged in a systematic manrer and also how we should
behave and react in various roles of life.

Self concept is a complex subject as we know the understanding of someone’s psychol-
gy, traits, abilities sometimes are really difficult. Consumers buy and use products
and services and patronize retailers whose personalities or images relate in some way

. or other to their own self-images

Traditionally, individuals are considered to be having a single self-image which they
normally exhibit. Such type of consumiers are interested in those products and services
which match or satisfy these singIe selves. However, as the world became more and
more complex, it has become more appropriate to.think of consumers as having mul-
tiple selves. - :

Interactions take place in a family which develeps tastes, preferences, shopping styles,

~ choice of clothes to wear. How much money to spend, where to buy from, what to use

at which occasions? How a consumer is socialized.

These are grc.)ups-with whom the individual compares himself and his attitudes. He

compares himself to other members of the group to find out whether they support
his views and attitudes. The new resident in the neighbourhood are attracted to neigh-
bours who are similar to themselves, because they reinforce_exisﬁng attitudes and
behaviours. A

- Advertisers also use spokesmen who are perceived by consumers as similar to them-

selves, because-tifey reinforce existing attitudes and behaviour. Comparative refer-
ence groups provide the basis for validating beliefs, values and attitudes.

A reference group provides benefits to individ uals and that is why people associate

with reference groups. It exerts an influence on the individual's behaviour and the
degree of influence is determined by:

Firstly, how informed and experienced the individial is? If the individual is less in-
formed, he relies heavily on the reference group or, if he has little or no experience
even then he looks up to the groups for information and guidance.

Secondly, if the group has high credibility, greater influence can be exerted by it on the
individual's bhaviour. It can thus change the attitudes and beliefs of the consumers.
Consumers will look upon it and refer to it more for informatios. ua product quality.
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) KEY WORDS
¢ Trait:Isa predisp‘osition torespend in a particular way.
¢ Emotions: relatively uncontrolled feelings which affect our behaviour.

¢ Learning: It can be described as any change in content or organization of long-term
memory.

?
{ BREVIEW QUESTIONS

I What is perception?

What is the significance of perception in the market-ing?

How does Masiow's hierarchy of needs guide a marketeer to design and sell his products?
What is the traits theory and, how does it help marketeers?

How do emotions help formulate marketing strategy?

Explain self-concept with reference tu marketing. -

What is meant by consumer attitude? What are its components and functionis?

ol

"Attributes vary with consumer and are determined by consumer needs.” Elaborate and
explain the above statement.

s

9.  What are the stages in the decision-making process? Explain briefly.

10. When does problem recognition occur? Explain the perceived gap and the threshold
level.

11. What are the various types of information search, and what is marketeer's role in
information search?

12.  What are the sources of information and the factors leading to high and low information
search?

13. How do outlets influence purchase behaviour of the consumer? 14. What are the
dimensions of cutlet image? '

15. What is satisfaction and dissatisfaction? How is it formed?
16. What is the significance of the Pavlovian Model? Discuss in brief.

"17. Describe in brief the duties of manufacturers, sellers and uther service agencies towards
the consumers.

18.  Outline the steps in the organizational buying behaviour. How do these differ from
customer buying?
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[ustrate with an example the ofgahizational buying highlighting the characteristics of
organizativnal buying o : '

.Discyss the main characteristics of organizational buying,

What do you understand by an organizational customer? Why is it called a Ghost?
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3.0 LEARNING OBJECTIVES

After reading this chapter students will be able to:

know about the consumer desicion process

understand problem recogition

disucuss the search and evaluation

explain consumer behabiour

Discuss culture, subcultures and social class
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3.1 INTRODUCTION

Many people think that the most important stage in a sale is when a customer hands over
the money. But actually, when it comes to how to influence cons_u:ﬁer behavior, every single
step in the consumer decision-makirg process plays an important role. For businesses to
maximize profit, it's imperative that they pay attention to every stage in the buying process.

Consumers don’t just decide to buy. Their buying beﬁavior is determined by many
different factors. And too many businesses foeus on optimizing certain steps — improving

+ checkout, acquiring customers through SEO or PPC, etc. — without looking at the big picture.

But before you can start optimizing or using s'trategiesrlike UGC to support the buyer
journey, you have to understand each and every stage. Here's what you need to know about
the decision making process for shoppers.

What Is the Consumer Decision _M_iking Process?

The consumer decision making process is the process by which consumers become aware
of and identify their needs; collect information on how to best solve these needs; evaluate
alternative available options; make a purchasing decision; and -evaluate their purchase.

Understanding the consumer decision Hia.king process is important to any business, but
eCommerce businesses have a unique opportunity to optimize it. Because online shoppers
generate so much more data than those in brick-and-mortar stores, online retailers can use
that data to implement conversion strategies for every stage of the process. :

The 5 Stages of the Consumer Decision Making Process — And How to Optimize

It's important to note that the consumer décision making process. has many different
names, including but not limited to the buyer journey, buying’ cycle, buyer funnel, and
consumer purchase decision process. But all the names essentially refer to the same thing:
The journey a customer goes through when making a purchase. "

. So, here’s a breakdown of what happens in each 'stell:):

* Need recognition (awareness): The first and mns+ impottant stage of the buying pro-
Cess, because every sale begins when a customer becomes aware that they have a need
for a product or service. . ’ ’

- ® Search for information (research): During this stage, customers want to find out their
options. N
* Evaluation of alternatives (consideration): This is the stage when a customer is com-
paring options to make the best choice. :

¢ Purchasing decision (conversion): Du_riﬁg this stage] buying behavior turns into action
- it's time for the consumer to buy!

* Post-purchase evaluation (re-purchase): After making a purchase, cénsux-ners consider
whether it was worth it, whether they will recommend the product/service/brand to
others, whether they would buy again, and what feedback they would give.

“
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Now, to show you how these stages of the buying decision process play out.in real ‘ v

life, here are consumer buying process examples that outline each of the steps and ways for
your eCommerce brand to maximize results during each stage. :

1. Need recognition (awareness)

The need recognition stage of the consumer decision making process starts when a consumer
realizes a need. Needs come about because of two reasons: Coe

Internal stimuli, normally a physiological or emotional needs such as hunger, thirst,
sickness, sleepiness, sadness, jealousy, etc.

External stimuli, like an advertisement, the smell of yummy food, etc.

Even if the core cause is vanity or convenience, at the most basic level, almost all
purchases are driven by real or perceived physiological or emotional needs. The causes for
these stimuli can be social (wanting to look cool and well dressed) or functional (needing
a better computer to do work more effectively), but they speak to the same basic drivers.

We buy groceries because without food in the house, we’ll be hungry."We buy new
clothes because we'll be cold, or we feel like everyone else has the latest handbag of the
season, and we don’t want to be left out.

Example: Looking for a new camera

Think about it: Why does someone start looking for a new camera? Likely, their old
camera isn’t working well anymore, or they simply want a nicer camera. Maybe they have
a vacation commg up. Or maybe they want to give the cainera as a present to their SlSteI',
who just had her first child.

How in the world is this related to a physiological need? Simplé. Without a camera,
they won't be able to document special moments; therefore, they have an emotional desire
to save these moments so that they are happy and not sad.

This emotional desire is the internal stimuli in this situation. Sure, a camera isn't a life
necessity keeping them from surviving, but it does solve a core emotional need.

What happens after someone identifies a need? They begin lookmg for a solution! Which
brings us to the next step in the customer Joumey searching for information. '

2. Search for information (research)

As soon as a consumer recognizes a need and begins to search for an answer, you must be

there to help! And where do consumers generally go to Iook for answers today? Google!
Example: Résearcﬁing cameras

Now that the customer has realized a need to get a new camera, it's time to find
solutions to his problem. In this stage, it's imperative that you are visible.to the consumer
searching for an answer.

Here are some things a consumer may be searching for:
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" e Best cameras 2020 -
» What is the best affordable camera?
s ]
¢ Which cameras are top-rated?

The amount of information a customer needs to search for depends on how miuch he
already knows about the solulions available, as well as the complexity of choices. For example,
let’s say there's someone looking for a camera as a gift, and he has no 1dea which type of
camera he wants, or what features he needs. : .

. He will need more information than someone who already knows exactly the type
of camera he wants to ‘buy, but just needs to ﬁnd the right product and the right way to
purchase it.

The amount of searching necessary is entirely dependent on the situation, and it can
vary widely.

So how do customers search for information? By using internal information (their
- previcus knowledge of a product or brand) as well as external information (information
about a product or brand froin friends or family, reviews, endorsements, press reviews, etc.).

The biggest way you can optimize your online business during the need recognition .
and awareness stage is by making stre you show up ifi search results — and that what the
consumer sees makes an impression.

Strategie‘s to optimize during the research stage

First, make sure you're optimizing your eCommerce storefront to rank for the keywords that
matter to your brand. For a complete guide on eCommerce SEO, check out our gulde here.

Once you know how to strategize your SEO, you'll want to make sure your results are
well optimized to convert. User-generated reviews can help you to build brand awareness
- during the research stage. In fact, it's one of the most effective ways to do it.

Reviews can help your store get seen in search results by increasing the likelihood of -
your store showing up for long-tail keywords. Reviews improve SEO because they give your
online business a steady source of keyword rich, relevant content.

X So when someone opens up their laptop and starts searching for a new camera, reviews
will help you be there

3. Evaluation of alternatives (consideration)

Now that the consumer has done research, it’s time to evaluate their choices and see if there
are any promising alternatives. During this phase, shoppers are aware of your brand and
have been brought to yoursite to consider whether to purchase from you or a competitar.

Consumers make purchase decisions based on which available options best match their
needs, and to minimize the risk of investing poorly, they will make sure there are no better.
options for them.

Their evaluation is influenced by twd major characteristics:
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» Objective: Features, functionality, price, ease of use ‘ ' . Notes

. ® Subjective: Feelings about a brand (based on prevmus experience or input from past
customers) : ;

. * Example: Comparison shopping for a camera

If you're a camera seller or brand, your goal in the consideration stage is to convince
customers your camera is the best choice. And the most effective way to do that is to-keep
“them on your site longer and find ways to eamn their trust.

Consumers will first weigh the objective characteristics of your camera. Does it have all
the features T want? Is it easy to use? Is it in my budget? Then, the subjective consideration
will kick in: Do other people think it has all the features it should? Has anyone else who
bought it expressed any difficulty with learning how to use it? Is it generally considered a
good value for the money?

You only have one shot - so you need to make the most of it. Of course, it's important
that your site is informative, your prices are competitive, your value is clear, etc. But if you're
identical to a competitor in every smgle way, the word of previous customers is what will
set you apart . . \

Strategies for optimizing in the consideration stage

In this stage, use reviews and user—generated content examples on your site to mcrease
engagement and boost customer trust.

The first place you need to have reviews is on your home page, so as soon as customers
land on your site, they see content from past buyers. You also need to display reviews on
your product pages, so customers looking for information can see trustworthy mput from
past buyers. -

4. Purchasing decision (conversion)

Alright, now it's money time. This is the stage when customers are ready to buy, have decided”
* where and what they want to buy, and are ready to pull out their credit cards.

But wait! Not so fast, You can still lose a customer at this stage. This is the stage when
the purchasing experience is key - it’s imperative to make it as easy as possible.

Example: Abandoning checkout for a camera

Let’s say your potential customer has gotten to the chieckout stage of his purchase, and
has second thoughts: What if the recipient wants a different camera? What if this camera is
missing a key feature that the recipient would want? How difficult will it be for the recipient
to return the camera if it doesn’t meet their needs?

This shopper will likely abandon his cart, and go back to the research stage. Maybe |
- he'll end up back.on your site, but maybe he won't. Your geal at this stage is to get him to -
complete the purchase now, so you don’t lose him forever.
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‘Strategies for optimizing in the conversion stage

Many businesses choose to display reviews on checkout pages. This can be effective if- o
done correctly. You need to focus on building trust, but don’t distract the customer from’
completing the purchase. -

If you want to display user—generated' content during checkout, use site reviews rather

‘than customer ‘photos or product reviews, and make sure they: arent chckable You want to

focus on building trust and not d1stract1ng

5. Postﬁpurchaéé evaluation (re-purchase)

"In this stage of the consumer purchase decision process, consumers reflect on their recent

purchase. They think about how they feel about it, if it was a geod investment, and most
importantly, if they will return to the brand for future purchases and recommend the brand
to friends and famﬂy :

In this stage, you need to have a post—purchase strategy to increase the likelihood that
customers will engage with your brand again in the future. Return customers account for
1/3 of a store’s total income on average, 50 make sure you're not missing out on this super

- valuable opportunity to mcrease your eCommerce conversion rate by turning shoppers into
 repeat buyers. : :

Example: Getting feedback and encouraging repea.t. purchases

In the camera example, the customer has already bought from your brand aid they’re
evaluating their purchase. This is usually when they will leave a review about their experience.
This is also when they are-at their most engaged with your brand, and they can be suscepnble
to strategles that encou:age long term engagement .

At this stage, you want to ensure that customers buy again, and you want to encourage

them to leave UGC that helps other buyers in the future,

Strateg'ies for optimizing in ‘the conversion sta‘gé_

While your customer might take it upon themselves to leave a review, they're far more
likely to do so if you réquest one. Asking customers for reviews about their. experience in a_
post-purchase email not only gives you insight into your performance, but it also gives you
valuable user-generated content to leverage to attract future customers.

It's important to remember that customers have already given you somethmg very
valuable: their money! So you don’t want to ‘ask for too much when requesting feedback.
In order to encourage customers to write reviews, make it as easy as poss1ble for customers
to leave feedback: ' :

What Is the Importance of Pricing in the Consumer Buying Process?

One common question that eCommerce brands will ask is how consumers factor price into
their buying decisioris. When ¢onsumers are evaluating a product, price is of course a huge -
factor. But.it’s not just about the product price — it's about the entire cost of the purchase.
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Let's say your cameras are a good value for the morey, competitively priced, and have " Notes
- decent reviews. What happens when your customers get to checkout, and see that you have
a high shipping cost? Instead of completing the purchase, they are going to see what the
shipping cost is on the other cameras they were considering. And what if one of them offers
free shxppmg" You may lose that customer.

You don’t want shoppers to be surprised by any additional costs when they get to
checkout. Make sure fo calculate taxes and shipping costs before they get to the final step.
The more transparent you can be about your pricing up front, the more likely you'll be to
complete the sale.

If you want to turn a potentlal customer into a loyaI brand advocate, it's important to
bulId trust and keep them engaged at every step of the process. User-generated content is a
powerful tool for building brand awareness, highlighting the best things about your products,
and ultimately, growing your bottom line.

The Individual in the Organization

Perhaps, the individual who could best be described as the founder of the work on individual
decision making within organizations would be Chester Barnard. In 1938, Barnard wrote-the
book, The Functions of the Executive. His analysis of individuals in organizations, particularly
of individuals in cooperative systems was the precursor for many fiture studies as was the
work by Roethlisberger and Dickson (1939). .

This work suggests that others’ evaluations, particularly the manager’s, directly affect
concrete rewards such as pay. And that, feelings of fairness and equity in how one is
treated in an organization stem from discrepancies between self and others’ evaluations.
Such discrepancies, therefore, should affect job satisfaction, organizational commitment,
performance, and turnover. However, extensive studies of the relationships among job
satisfaction, organizational commitment, individual and organizational performance, and
personnel turnover have led to a set of complex and inconsistent results (Mowday, Porter
and Steers, 1982; Mobley, 1982)

Moving beyond this sub-area, however, majdr advances in individual and organizational
behavior have followed from alternative perspectives. Among these alternative perspectives
are a predominantly psychologically and economically based behavioral perspective, an
information processing perspective, a cognitive perspective, and a structural or social network
perspective.

‘3.2 PROBLEM RECOGNITION -

Though Problem Recognition (PR) is a critical phase of the consumer decision making process,
it has been relatively under-researched. Since PR frames the problem-solving situation, the
remaining stages in the purchase decision are dependent on it. An analytic framework of
problem recognition, corisisting of four segments -- "new need," "product depletion," "expected.
satisfaction” and "current dissatisfaction" — is proposed. A sample of 1056 new car buyers
is used for empmcal Validation. The "new need” and "product depletion” groups differ
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Notes significantly from the others in terms of several pre-search, 'search, alternative evaluation
: and satisfaction variables. :

Though Problem Recognition (PR) is a critical phase of the consumer decision making
process, it has been relatively under-researched. Since PR frames the problem-solving situation,
the remaining stages in the purchase decision are dependent on it. An analytic framework
of problem recognition, consisting of four segments -- "new need," "product depletion,"
"expected satisfaction" and "current dissatisfaction” — is proposed. A sample of 1056 rew
car buyers is used for empirical validation. The "new need" and "product deplétion” groups
differ significantly from the others in terms of several pre-search, search, alternative evaluahon
and satlsfactlon variables. :

The problem recognition stage in the consumer decision making procéss has been generally
regarded as the event or "trigger" that initiates a purchase decision. It is the precursor of all
consumer-initiated activities, such as pre-purchase information search, evaluation and choice
processes, preceding any. transaction. The idea that initial consumer actions affect furure
.ones is both simple and mtumvely appealing. First, the problem recognition phase frames
.- the problem-solving situation. .

Second, other stages of the decision making process sequentially linked to the problem
fecognition stage have a dependent relationship with it. Hence we can expect this stage to
have a crucial influence on all subsequent decision process activities. Surprisingly, despite the
potential significance of the problem recognition phase, it'continues to be an area of limited
research (Bruner 1985; Bruner and Pomazal 1988), though its importance is.recognized in most
models of consumer behavior (Howard 1989; Engel, Blackwell and Miniard 1986; Wilkie 1990)..

Some of the difficulties associated with problem recognition (PR) research appear to be
the consequence of an inadequate theory of problem recognition and hardly any empirical
specification of the construct In this paper, we present an exploratory study which attempts to
address both these issues to some degree. Given the preliminary nature of this investigation,
we propose and test a theoretical framework of PR. We validate the proposed framework
rather than test specific hypotheses.

) First, we specify a theoretical framework of the problem recognition process, drawing
upon previous PR research (Dewey 1910; Bruner 1986, 1985; Bruner and Pomazal 1988; Sirgy
1983) and existing descriptive concepts in consumer decision making models (Howard 1989;
Engel, Blackwell and Miniard 1986; IHawkins, Best and Coney 1989; Wilkie 1990). Second, we
attempt to validate our framework of the PR process using data from a large sample of new
automobile buyers. The results of the empirical test are then used to modify our framework
of problem recognition.

Previous Research

Previous research on PR tends to view. the construct in a variety of ways. For instance, Engel,
Kollat and Blackwell (1968) describe PR as being caused by a significant difference between
a desired state and an actual state, with respect to a particular want or need. While such
a conceptualization is useful in understanding PR as the event or "trigger" initiating the
L consumer decision process, the operational aspects of the precedents to problem recognition,
such as the definitions of the 'actual’ and 'desired' states and their relative strengths are left
unspecified. Similar descriptions of the PR construct are offered by Wilkie.
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An abstract. conceptualization of PR is provided by Sirgy (1983) who regards the Notes
construct as representing ahomeostatic process disrupted whenever there is a significant
incongruity between a "perceptual stimulus” and an "evoked referent.” Also, a distinction is
offered between problem and opportunity recognition. Essentially, a consumer is percewed'
to be vigilant and aware of the 'actual,’ 'desired’ and avallable states.

Bruner (1985, 1986) makes a contribution to our understandmg by regarding the
fulfillment of the discrepancy between the "desired" and "actual” need states as a matter of
consumer style, rather than the manifestation of particular situations i.e. problem recognition
is a person-specific construct; rather than a situation-specific construct. Bruner and Pomazal -
(1988) attempt a comprehensive mode] offering a process, view of the PR construct, usmg
the earlier conceptualizations.

“However, in their attempt-at providing a detailed cognitive understandi.ng of the PR
process, they offer a model that cannot be easily specified and tested.

Toward a Framework of PR

A primary consideration in developing a framework for the PR process is the recognition
that the framework be empirically testable to encourage further theoretical developments.
A starting point would be a parsimonious conceptualization that retains the essence of the
elaborate cogriitive descriptions of the construct.

A second criterion"deals with the importance of incorporating both the mtemal states
of the consumer and the overt actions in depicting.the PR phenomenon Taking both aspects
assists in developing an actionable framework of PR useful in developing marketing strategy.

A final consideration relates to the importance of linking PR to other aspects of the " .
decision process. Tdeally we would expect our framework to be both descriptive and predictive
of the subsequent constructs and processes. However, the degree to which this might occur
could vary across different purchase contexts. ‘

A Framework ofF PR

Based on these considerations, we assume that PR may be regarded as a cognitive event
that is simultaneously manifest as an overt action representmg the start of the copsumer
"decision process.

We acknowledge that several perceptual‘and motivational sub-processes are likely to lead
up to the PR event but these are appropriately viewed separately as they are quite different
in character. Such a conceptualization allows us to consider PR-as a construct rather than a
process, thus providing an useful anchor for formulating an analytic framework.

A framework of PR is 'sho_wn in the Figure. The main theoretical proposition in our
framework is that the nature of the occurrence of the PR event influences the cognitive and
physical resources utilized for the subsequent stages of the consumer decision processes.

The cognitive and physical resources are measurable in terms of typical decision process
" activities such as the nature of presearch decisions, the amount of information search, decision
time, usage of a purchase pal, etc. ' _ '

Thus corresponding to "routine” PR events such as replenishment, we can expect
"routine" decision.activities with a low degree of search, and in new purchase contexts, the
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expenditure of cognitive/physical effort would be akin to "extended problem solving" i.e. a.

greater degree of effort and decision time,

The second theoretical proposition in our framework is that the perceptual and

motivational sub-processes which precede the PR event are predictive of it, thus providing-

an understandmg of how and why various PR events differ from one another.

A third proposition in our framework refers to the role of long term memory in
determining the decision process activities triggered in response to various manifestations of
the PR event. We suggest that the latter serve as important retrieval cues in fac1l1tat1ng the
remammg steps in the purchase decision.

Finally, we posit that the nature of the PR event influences the criteria consumers use

in assessing satisfaction with the purchase decision. For some contexts these criteria are likely
to be of a satisficing nature, but not so for others.

Consistent with the literature, the present framework of problem recogrﬁtion proposed in -

this paper assumes that the PR event occurs in response to a discrepancy between a desired
state and an actual state with respect to a consumer need (generic PR) or want (selective
PR). We may not be able to empirically distinguish between needs and wants because this
difference merelyinfluences the scope of the decision, and’ not the nature of it.

Further, we assume that the desired state is typically influenced by external factors (i.e.
culture, social class, reference group, lifestyle, household and marketer influencey while the
actual state is generally influenced by factors internal to the decision maker {i.e. motivation,
learning, memory, personality,’ etc.)

The above partitioning is obviously a simplification, but it is consistent with those
frequently used in understanding thé multitude of influences on consumer decision processes
(¢.g. Hawkins, Best and Coney 1989). Furthermore, it parallels the distinction often made
between the controllable.and “uncontrollable determinants of PR, from the viewpoint of a
marketer

In understanding the influence of the actual state with respect to a need/ want on the
PR event, we can see that theére are basically two sets of internal cifcumstances that are hkely

to trigger the decision process. The first has to do with the depletion of the current product

corresponding to a existing need/ want, whereas the second relates to dissatisfaction with
the current state or product performance,

Turning to the influence of the desnred state corresponding to a need/ want on the

"PR event, we similarly find two .major external conditions initiating the consumer purchase

decision. The first condition relates to acquisition of a product representing a completely new
need/want, while the second corresponds to the possession of products promising higher
satisfaction than the current one.

It is important to recognize that the time element (Bloch, Sherrell and Ridgway 1986)
corresponding to both the depletion of current product and the acquisition of a product
corresponding to new need is not explicitly modeled in our framework. For instance, in the
former case the depletion can be sudden (like in a product failure/ breakdown) or more
routme {like in plan.ned replacement).

In the Jatter instance, the acquisition could also be sudden (like in an.impulse purchase)
or more contemplative in nature. The incorporation of this time effect in our framework
awaits additional research (see Bayus 1991 for current work in this area). Addxtlonally, it
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is possible that the time effect is also related to the magnitude of the dlscrepa.ncy between Notes
the desired and actual states, thus leading to the classification of certain consumer purchase
problems as "active” or "inactive" (Hawkins, Best and Coney 1989). However, this is agam
in the realm of future research.

Hence our framework of PR proposes that discrepancies between desired and actual
states is driven by completely new or routine product purchases at the extremes and by
existing dissatisfactions (with current products) or potential satisfactions (with new products)
at intermediate levels. :

1t is ifnportant to note that the above four part categorization of the PR event captures the
essence of the broad range of causes of PR currently considered in the literature (Wilkie 1990;
Hawkins, Best arid Coney 1989; Bruner-and Pomazal 1988). Yet, it provides a parsimonious
and empirically verifiable formulation of the first stage of the consumer decision process, as
shown in the Figure. .

Data

The data used in this research were collected as part of a study of new car buyers in three
geographically separate metropolitan markets.- The sample consisted of households that had
recently purchased a new automabile for personal use. A stratified sample (by make of car)
was drawn from all new car registrations in the markets during a particular time period,
" and was obtained through R.L.Polk & Co.

Potential respondents were contacted by telephone to solicit their participation in the
study --and also to ensure that they belonged in the sampling frame. Approximately 2400
questionnaires were mailed to households that could be contacted via phone and 1056 usable
responses wete received, representing a 44% cooperation rate.

Prior to their use in the z_malyses, the data were subjected to a series of extensive
consistency tests to identify biases that would require correction during the analyses phase.
In almost all instances the data held up well to the verification checks. (For more details of
the data, please refer to Punj and Staelin 1983).

Testing the Framework of PR

The main variable in this study is PR. Four groups corresponding to the Figure were formed.
Details of the formation of these groups and operational speaﬁcahons of the other variables
used in this study are given below., .

Problem Recognition (PR): We recoded nine specific categories (and the open ended
responses) which best described the reason that led people to think about buying their new
car, into the following four PR groups, corresponding to the framework of PR presented earlier.
Presenting respondents with the major possible PR scenarios and asking them to identify
with the most applicable in their case appears to be a reasonable method of assessment. The
task is simple and recall did not appear to be a problem.

Group I: Higher Expected Satisfaction

* Had a car but wanted one more.

o Old car ran fairly well, but the new models had better styling.
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* Old car ran fairly well, but could get better gas mileage with a new car.

Group II:. CURRENT DISSATISFACTION
e OId car needed repairs too often and was, not reliable.
* Old car ran fairly well, but if ilt broke down, it would not be worth fixing,
. Group IIl: PRODUCT DEPLETION R '
' ® Old car stopped running and had to be replaced.
¢ Old car ran fairly well, but it is bést to trade every two or three years.
Group IV: NEW NEED S . _
*  Old car ran fairly well, but wanted a car for a different purpose — recreation, hauling -
things, carrying more people (or fewer people). .
* Didnot have'a car and wanted to get one.
The sizes of the segments were appreciable, as seeri from the Table. The four PR groups
(labeled as Expected Satisfaction, Current Dissatisfaction, Product Depletion and New. Need

groups hereafter) account for 24%, 43%, 19% and 14% respectively. A fifth of the market
(PRODUCT DEPLETION segment) is seen to exhibit regularity in product purchase.

Two out of three buyers (combining the EXPECTED SATISFACTION segment and
the CURRENT DISSATISFACTION segment) are susceptible to product promotions/new
product introductions at any time. Apparently, a lot more buyers express dissatisfaction
with the E-:t;xte of the currently owned car, compared to the buyers who can be attracted into
the market with promise of new potential benefits, such as improved styling, new product
features, design, etc. -

The remaining variables examined in our study were split into four categories corresponding

“to the well known stages in the consumer ‘decision making process:

(2) Presearch Stage: This included the number pf makes which consumers were willing to
consider seriously and the. degree of predecisions about manufacturer/dealer at the
start of the information search process.

(b)" InformationSearch Stage: Thisconsisted of the length of time from serious consideration
of purchase to the actual purchase; the count of several search activities; the pattern of
search, such as dealer/non-dealer; and use of others to assist in the decision process.

() Alternatives Evaluation Stage: This dealt with the number of models examined and
the number of retail visits made, and finally * :

(d) Postpurchase Siage-: We examined the self rating of buying performance and the
satisfaction with the new qér purchased. ' ‘

Results of Oneway Apaiysis on PR Groups

Details of the operational specifications of the above variables are described below:

* Number of Makes willing to consider for purchase (NMAKES): -Respondents were
queried as to the makes they were willing to consider buying, before visiting any ‘
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dealer. The multiple choice format considered divisional level makes, such as Buick, Notes
Cadillac, Chevrolet, Dodge, Ford, Lincoln, Mercury, Oldsmobile, Plymouth, Pontiac,

Honda, Toyota, etc. It is assumed that the NEW NEED group would be willing to

consider more makes compared to those who engage in replacement.purchages. Also,

the EXPECTED SATISFACTION group may be expected to have a smaller latitude of

acceptance compared to the CURRENT DISSATISFACTION -group, since the latter

would probably eliminate only their current make and show greater acceptance of the’
other alternatives in the market.’

Degree.of Pre-Decisions made (PREDEC): Responses to queries about whether man-
ufacturer/model/ dealer were known at the beginning of the search process were cate-
gorized into the following four groups: (a) Nothing was predecided, (b) Manufacturer
pre-decided (like GM, Ford, etc.), () Specific make or dealer pre-decided, and (d) both
the specific make and dealer were predecided. It may be expected that the PRODUCT
DEPLETION group would éxhibit the highest degree of pre-decisions compared to
the other groups, whereas the NEW NEED group would show the least amount of
. pre-decfsion making. .

Purchase Decision Time {DEC.TIME): The elapsed time between first considering a

_ car purchase seriously and the actual purchase was recoded into the following four
categories: (a) Less than a month (b} Between 1 and 3 months (¢) Between 3 and 6
months, and (d) More than 6 months. Once again, we expected that the NEW NEED
group would take the longest time for the purchase decision since it is a new prob-
lem-solving situation. The PRODUCT DEPLETION group which may be expected to
have engaged in a lot of prior planning would take the least time for making the pur-
chase decision. ,

Search Activities (ACT-VTS): Count of the participation in the following activities: (a)
Talking to friends/relatives about new cars or dealers (b) Reading books and maga- -~
zine articles (c) Reading advertisements in newspapers and magazines (d) Reading
about car ratings in magazines (¢) Reading automobile manufacturer brochures and
pamphlets (f) Driving to and from dealerships (g) Looking around the showrooms (h)
Talking to salespersons and (i) Test driving cars.

The NEW NEED group may be expected to engage in the greatest degree of search
and the PRODUCT DEPLETION group the lowest, due to the greater degree of prior
deliberation in the latter case. It is difficult to make a distinction between the EXPECT-
ED SATISFACTION group and the CURRENT DISSATISFACTION group since the
source and degree of the dissatisfaction is unknown.

Non-store search (NON.STOR) is the difference of the total hours spent in informa-
tion search and the time spent at dealersh1ps For the major part, it may be taken to
reflect the effort spent in gathering of general or preliminary information about mod-
els considered suitable for purchase. Generally, the decision about the make/model
has to be made by a consumer before entering a dealership. Of course, the gathering
of non-store information does continue concurrently while going through the process
of dealer visits. Non-store information sources includes all non-dealer sources, such
as friends/relatives, advertisements, brochures and auto ratings in magazines. Time
is assummed to be d common denominator for measuring the effort expended across a
variety of sources which may require differential cognitive resources.
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Notes ® Once again, we expect the NEW NEED group to spend the greatest effort in non-
’ store search, since past experience may not be available to play a compensatory role,
while the PRODUCT DEPLETION group-would spend the least time due to better
preparedness. The EXPECTED SATISFACTION group may conduct less non-store
search compared to the CURRENTLY DISSATISFIED group, but as explained earlier,
this depends on the nature and scope of dissatisfaction.

* Dealer Search (DLR.SEAR) is the aggregate time, in hours, spent in visiting dealers.
This represents focused search since dealer visits occur during the later part of the car
buying process, usually after one has narrowed down the choice to some specific mod-
el(s). While some dealer visits may be made for information gathering or assessing

. the suitability of any model considered, some other visits might be accounted for by

* price shopping behavior. Non-Store search and Dealer Search constitute the pattern of
information search considered in this paper and represent a dimension different from
the degree of information search,

* The NEW NEED group is expected to have the highest number of dealer visits due to
the extensiveness of the decision process necessary whereas the PRODUCT DEPLE-
TION group would have the lowest. The EXPECTED SATISFACTION group may be
expected to be lower than the CURRENT DISSATISFACTION group if particular and
desired feature(s) are not readily available.

Use of a purchase pal in the decision process (PUPL.USG): This is a dimension not
commonly studied due to the assumption that the decision making is done by individuals,
for the most part. However, it may be a joint decision to some degree, involving significant
others such as friends/relatives/ mechanics outside the immediate family.

Respondents were queried whether such a putchase pal helped in deciding the new car
to buy. It is a binary measure and does not capture the degree to which there was reliance
.on the purchase pal. It is possible to conceive of the PRODUCT DEFLETION group to have
the least necessity of depending on someone to assist in the purchase decision, whereas the
NEW NEED group would probably seek outside assistance. As before, the other two groups
may not.be distinguishable, -

The number of models shopped for (NBRNDS): The respondents were queried on the
number of models seriously considered for purchase during eadi: dealer visit. NBRNDS is
the aggregate-of all the models shopped for during all the dealer visits.
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The NEW NEED group is expected to have thé highest number of models shopped for, Notes

because of less prior knowledge. The PRODUCT DEPLETION group is expected to have the
fewest NBRNDS since the search process was initiated much earlier, compared to-the other.
groups. _ '

Number of retail visits (RTL.VSTS): This captures the store dimension found in studies
investigating search across stores and brands. Consumers might be shopping for-the same
model across dealers or shopping for different models at the same dealer, Since the former
is more likely, this measure can be expected to reflect inter-store shopping. The PR groups
are expected to show a similar pattern, as discussed for NBRNDS.

Certainty about the purchase (FNL.CER): Buyers were asked to assess how good a buy
they thought they had gotten when they first rode in the new car after the purchase. The
response was gathered on a 7 point scale (1 = Worst buy; 7 = Best buy). We did not have
any expectations on how this variable would differ across the PR groups.

The overall satisfaction with the decision made (SATISFAC) was measured on a 7 point
scale (1 = Totally dissatisfied, 7 = Totally satisfied). We expected the NEW NEED group to
have the lowest satisfaction due to cognitive dissonance, while the PRODUCT -DEPLETION
is expected to show the highest satisfaction, given prior purchasing experience.-Relative to
the CURRENT DISSATISFACTION group, we expected the EXPECTED SATISFACTION
to have a greater score since this is the motivation driving the purchase for this PR group. -

Analysis and Discussion

Essentially, we were interested in determining whether there were any differences among
the.four PR categories, in terms of the patterns of relationships identified in the previous
section. Hence, several one way analysis of variance were conducted to identify significant -
- differences across the PR groups. Also, the mean and standard deviation for each variable
across groups are shown in the Table.

The empirical results provide encouraging support for the PR framework postulated in
this paper. At the extremes, the NEW NEED group and the PRODUCT DEPLETION group
stand out distinctively.

However, the EXPECTED SATISFACTION and ‘the CURRENT DISSATISFACTION
groups do not show any statistical significance (p<0.05) between them. The nature and scope
of dissatisfaction could be a reason for this finding!

To illustrate the resu.lts, consider the pre-search stage variables (NMAKES and PREDEC).

As expected, the PRODUCT DEPLETION group shows the smallest value for NMAKES

{m=2.61, 5.d.=1.8). The other three groups differ significantly (p<0.05) from this group, but not

-among themselves. The degree.of pre-search decision making (PREDEC) follows an identical
pattern, demonstrating consistency. .

-In terms of the alternatives evaluation stage, the results are stronger The PRODUCT
DEPLETION group differs significantly from the other three groups (for NBRNDS, m = 3.30,
s.d. = 24). So does the NEW NEED group (for NBRNDS, m = 4.8, 5.d. = 4.0). The duechonal
expectation of the means is most evident in this stage.

The most surprising finding in our study is that all the four PR groups do not differ
significantly in terms of the satisfaction (SATISFAC) with he new car they bought. All's
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Notes , well that ends well? As long ;;\s customers engaged in whatever they deemed necessary and
sufficient under the ciicumstances, which, they appear to be contro]lmg for, then they are
satisfied with the new pu:chase made.

The findings indicate that the EXPECTED SATISFACTION and the CURRENT
DISSATISFACTION group do not differ on any of the variables examined in this study. .
Yet, it is useful to conceptually distinguish between the two groups, since availability of an
improved product causing PR is different from the case when it is caused by dissatisfaction
with the currently owned product. However, the availability of better products may increase
dissatisfaction with the currently owned brand and this might be the reason for the lack of
statistical difference between the two groups. -

We repeated the one way analysis of variance after collapsing the EXPECTED .
SATISFACTION and CURRENT, DISSATISFACTION groups, As could be expected, the
results showed the three groups being statistically different from one other for the following
variables: PREDEC, DLR.SEAR, NBRNDS and RTL.VSTS. The PRODUCT. DEPLETION group
had significantly lower NMAKES, DEC.TIME, ACTVTS and higher FINL.CER, compared to

* the remaining two groups. However, in terms of satisfaction with the new car purchased,
the three groups remained mdxstmgmshable

Conclusion

Problem Recognition, though recognized as being a critical part of the consumer decision
process, remains relatively under researched. In this paper, we present a conceptual framework
of Problem Recognition. The framework is tested using a sample of 1056 new car buyers.
Results indicate that two segments — a new need segment and a product depletion segment
— are clearly distinguishable in terms of the subsequent decision process variables. Two other
groups, though conceptually distinct, do not reveal any statistical uniqueness. Additional
research is needed to gain a richer and more precise understanding of how this important
construct might actually frame and guide consumer decision making.

3.3 SEARCH AND EVALUATION

Information search starts the moment a need is recognizéd. It is a deliberate attempt to gain
appropriate knowledge about products. Knowledge of brands and their important characteristics,
and knowledge of stores from where to purchase the goods is gained. Optimum amount of
information is required for making a proper choice. Consumers gather information, they then
understand (perceive) by selecting, organizing and interpreting it.

Questions Faced by Marketer
* What are the types of information search, and what are their determinants? .
* What'is the appropriate information'load that can be handled by customers?

" e How can marketers help facilitate the information search?

» Which source of information’is used by the customer?
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Problem/maed recagnition Notes

Marketing mix and l
other communication elements — External search ——» Information search

T

Internal search

Exposure

Attention — Memory
Interpretation
- Acceplance

Retention .
Information seasch for high involvement consumer durables.

Types of Information Search

e Internal search: It is sufficient in case of loyalty decisions and impulsive purchases. In-
ternal search is also done for routine response behavior and limited problem solving,.

* External Search: It is a mediated, planned and rational pursuit of information for high
involvement purchase decision, i.e., extensive problem solving.

¢ Passive Search: Low involvement use repetitive advertising use TV Emphasize Price
Promotion and in-store marketing stimuli.

» Active Information Search: Marketer must vary message content frequehtly. Use Print
Media. Emphasize advertising and emphasize marketing before customer enters store.

¢ Hedonic Search: In this, sensory stimuli dominates. There is ongoing information
search, Personal sources are more important symbols and imagery-is most effective.

« Utilitarian Search: Product attributes are more important for purchase. There is specif-
ic information search. Non-personal sources are more important. Product information
is more effective, .

Information Overload

Jacob Jacoby and Associates developed this concept, which cautions marketers against the
popular assumption “If some information-is good, then more information must be better”,

Too much information confuses the consumer, and with more information, often poor
decisions are made. Increasing package information adversely affects the ability to choose
best brands. ‘

.
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Sources of Information

Contmlled by marketers:

Advertising: Prowdes about 35 per cent to 50 per cent information sought It is the
most important sources of information.

In-store promotion: e.g., dlsplay prices, danglers, brochures, technical reports,sum-
maries. ‘

Information on distribution support: Yellow pages.
Package information: Co lour, design, ingredientts and mode of using,

Sales personnel: Consumer durables, furniture, electronic, clothing indigenous prod-
ucts.

Samples and demonstrations (most 1mportant) Create a favourable impact for mar-
keteers.

Outside marketeer's control Personal friends, mdependent consumer reports, new
articles shopping colurmns.

Some sources are face to face, others are non-personal in nature (advertisement
andpublicity, etc.). There are many situations which lead to high or low information search.

Factors Leading to High Information Search

If one feels that there will be more benefit by undertaking a search search is high.

If there is greater involvement in the product, j.e., a camera bought by a professu:)nal
photographer or, a racket chosen by a professional tennis player.

If one likes shopping and enjoys it search is high.
If more time is available high search. .

If one is mobile and can go from place to place, i.e., his movement is not restricted high
information search. :

If one can process the information easily about the product one wants to buy. It leads
to hlgh information search.

1t many attributes are to be evaluated and one is mterested In many attributes and

their mix high infofmation search.

If there is a little product knowledge and experience it ]eads to high risk, 'I‘here—
fore,more information search is required.

If there is more product differentiation high price is clia'.rged.
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Factors Leading to Low Information Search

e [f the cost of the information search is high it leads to low information search.
» If one relies on his past experience of purchases low information search.
». If one is satisfied with existing brands he is using he will go for low information search.

¢ If there is social pressure of friends and relatives to buy a particular product low in-
formation search. ‘ i

e If one has low confidence in dealing with information or, cannot process much infor-
mation low information search,

e For external information search, certain measures are.taken.
—Numbér of stores visited . ’ -
—Number of alternatives considered .
—Number of personal sources used
—Overall or combination measures

Consumers can be classified as:
—Non-searchers
—Limited information searchers

—Extended information searchers

Cost vs. Benefit Analysis

Benefits can be:
* tangible, i.e., lower price preferred style, more quantiiy, better quality.

* Intangible reduced risk, gieater confidence even providing enjoyment. It has been ob-
served that 50 per cent of the appliance buyers do litile, or no external search as they .
do not perceive enough benefits from it.
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Cost and benefit guide.

Cost

No search is also done because of the cost incurred It can be both monetary and non-
monetary,i.e, money used in transportation, Jost time, lost wages, lost opporlsumtles Non-
monetary may include psychological and physical cost, frustration cost, conflict between
- search and other activities fatigue, etc. When a consumer undertakes a sear'ch, he comes
across va;ious brands and has to choose from them. Some brands are considered out of the
total set of brands available, We thus have:

¢ Total set: All the brands available in the market.

® - Awareness set-.‘Brarllds potential buyer is aware of:

¢ Inept set: Not suitable/rejected. .

. Conéideraﬁons set (Evoked set): Brand to be coosidered.
* Choice set: In contention with final choice. -

¢ Choice Ultlmate choice,

To design ma.rketfstrategles, the nature of search is to be considered, ie., RR. B,
LPS5,EPS. and the nature of the evoked set (This influences the direction of search). This
g1ves rise o six strategies.

_ Maintenance Structure

If the brand is purchased habitually, the strategy is to maintain that behaviour. Attention
is to be paid to product quality, avoiding out of stock situation, reinforcement, advertising.
Also defend against the competitor’s move which might be disruptive to the brand. Maintain
product development give rebates, P.O. P. displays, etc.

Disruptive Structure

If the brand is not in the evoked set and the decision is: habitual, we must disrupt the
existing decision-making process. It is a difficult task. A major product improvement must
be made. Attention attracting advertising should be done. Free samples, coupons, rebates
and tie-insalescan disrupt habitual decision-making.
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Capture Structure, Limited Decision-making and Evoked Brand .

Limited decision-making involves few brands which are evaluated on price or availability.
Information search is mostly done at P.O. P. and through available media prior to purchase.
Strategy is to catch as much of the market share as possible/practical. In limited search, the
marketer tries to supply information' of his brand by cooperative advertising. He must also
maintain product quality and adequate distribution.

Intercept Structure, Limited Decision-making and not Evoked Set

Marketer has to intercept the consumer during a search on brands in evoked set. Emphasis
will be on local media with cooperative advertisement, P.O. P. displays, shelf space, package
design. Consumer’s attention is to be drawn as the brand is not in the evoked set. Coupons
can also be effective. Low involvement learning, product improvement and free samples can
also be used. ' '

-Preference Structure, Extended Decision-making and Ev_oked Set

Extended decision-making involves several brands, several attributes and many information
sources. We have to have a campaign that will result in the target market preferring our brand.

We should be strong in the attributes preferred by the target markets. Extensive advertising
campaigns must be undertaken to impart information to groups. Groups be encouraged to
test the brand. Extra motivation be given to salesmen. Pamphlets be provided.

Acceptance Structure

It is used in extended decision-making and for the brands that are not in the evoked set.
Similar to preference structure brand is not in evoked set, therefore, the customer is not
seeking information about the product. Motivate customer to learn about the brand and visit
showrooms. Besides preferred strategies, effort should .be made to bring the brand in the
evoked set by extended advertisement and imparting information.

Marketing Implications of Research Behaviour are Broad Ranging

It makes marketers aware of how customers search for information. They can help the customer
and facilitate the search process fo match with their marketing stimuli. Marketers influence
search process by advertising product and packaging and pricing policies.

Marketers’ Influence on Information Search

. Through areas of advertising, product and packaging policies and pricing.

» Advertising: Complex due to selective reception and perception. With time, audience
erosion occurs, constant review is important. Aud1ence may not be attentive to the
advertisement.

e Reviewis the key word: To present an attractive packaging, one should vary the pack-
aging and design of the product.

Self-Instructional Material
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Change in package design and co lour, petiodically helps to push information
through. It stimulates the consumer and, p’ushes the information through the
threshold level. These adjectives help the consumer to break the threshold level
faster, so that the purchases are expedited.

Notes

® Pricing: Review pricing permutitions and combinations to convey desired price
quality perception. Most people are sensitive to price variations. This strategy is
commonly used.

3.4 PURCHASE DECISION

This is the moment the consumer has been waiting for: the purchase. Once they have
gathered all the facts, including feedback from previous customers, consumers should
arrive at a logical conclusion on the product or service to purchase.

If you've done your job coirectly, the consumer will recoghizé that your product -
is the best option and decide to purchase it.

Example: The customer finds a pink winter coat that’s on sale for 20% off. After
confirming that the brand uses sustainable materials and asking friends for their feedback,
she orders the coat online.’

Post-purchase evaluation

This part of the consumer decision-making process involves reflection from both the

consumer and the seller. As a seller, you should try to gauge the following:
* Did the purchase meet the need the consumer identified? - -
® [s the customer happy with the purchase? - T
* How can you continue to engage with this cusiéomer? _ e ’

Remember, it's your job to ensure your customer continues to-Rave a positive experience

_with your product. Post-purchase engagement could include follow-up emails, discount.
coupons, and newsletters to entice the customer to make an additional purchase. You
want to gain life-long customers, and in an age where anyone can leave an online review,
it'’s more important than ever to keep customers happy. .

Tools to better understand your customer

Putting yourself in the customer’s shoes can help you steer consumers towards your :
product. Here afe some tools to help you analyze their decision-making process and |
refine your brand marketing and sales ‘tactics. . .

Customer journey map

A customer journey map visualizes a hypothetical customer’s-actions. Use it to empathize
with your customers as they go through a specific process or try to complete a purchase
Map out the actions the customer is likely to take. Processes
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3.5 CONSUMER BEHAVIOUR MODELS . ;Mates

Consumer behavior models are instrumental for understanding how, when, and why
your customers buy. By applying the models to your customer acquisition efforts, you
can accurately predict who will buy your product and target the right customers at the
right time.

A consumer behavior model is a theoretical framework for explaining why and
how customers make purchasing decisions. The goal of consumer behavior models is to
outline a predictable map of customer decisions up uniil conversion, thus helping you
steer every stage of the buyer's journey. '

Consumer behavior models may sound complicated, but they’re not. They're a
way to create a “buyer behavior story” that you can use to refine and improve your
customer experience. )

As a whole, buyer behavior refers toan mdlwdual's buying habits based on influences
from their background, education, personal behgfs, goals, needs, desires, and more.

Businesses aim to understand buyer behavior through customer behavior analysis,
* which involves the qualitative and quantitative analysis of a target market. Even though
this data can tell you your customer’s favorite brand of socks, it doesn’t mean much if
it doesn't tell you why they purchased that brand of socks.” :

That’s where consumer behavior models come in. Consumer behavior models
contextualize results from customer behavior analysis studies and help you get to the
“why” of purchasing decisions. -

Consitmer Behavior Models.

Customer behavior models help you understand your unique customer base and more
effectively attract, engage, and retain them. These models are either traditional or
contemporary.

Traditional Behavior Models

Traditional behavior models were developed by economists hoping to understand what
customers purchase based on their wants and needs. Traditional models include the
following; )

¢ Learning Model
. Psychéana]ytical Model
* Sociological Model

- ® Fconomic Model

1. Learning Model of Consumer Behavior

Customer modeling example: learning model
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’

The Learning Model of customer behavior theorizes that buyer behavior responds to the

. desire to satisfy basic needs required for survival, Iike food, and learned needs that arise from

lived experiences, like fear or guilt. This model takes influence from psychologlst Abraham
Maslow’s Hierarchy of Needs (pictured below). .

'I'he bottom level of this hierarchy represents basic needs, and ascending sections describe
learned needs, or secondary desires, that allow. consumers to feel as though they’ve reached
self-fulfillment.

- The Learning Model says that consumers. first make purchases to sahsfy their basic
needs and then move on td meet learned needs. For example, a hungry customer would
fulfill their need for food before a Tearned need to wear trendy clothing.

If you're a multipurpose business that sells products that meet all levels of customer

needs, this model applies to you. For example, Target is a United States-based department
store that sells hundreds of products Super Targets are larger versions of the chain that
also.sell groceries. -

When a customer visits a Super Target, they first see products that satisfy. their basic
needs — the grocery section. They're probably also seeing produce first, as these iteins are

seen as the most nutritious and necessary for survival, After produce, customers move on to

other aisles that satisfy learned needs, like pu:chasmg their favorite. cookies, clothing items,
or beauty accessories.

You can think of it like this: If you're a business with a 'signiﬁcant amount of in-store
options, improve the customer experience and speak to their buyer behavior by first leading
them to the products that will satisfy their innaté needs. Without doing this, they may navigate

through your store anxious about meeting those needs and spend less time browsing other . .
-products and making additional purchases. Once they feel comfortable, they’ll move on to
* satisfy the desires that bring them joy rather than help them survive.
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2. Psychoanalytical Model of Consumer Behamor Notes

Sigmund Freud is the father of psychoanalysis. The psychoanalytical model draws from
.. his theories and says that individual consumers have deep-rooted motives, both conscious
and unconscious, that drive them to make a purchase. These motives can be hidden fears, |
suppressed desires, or personal longings. _

Thus, customers make purchases depending on how stimuli from your business, like an
advertisement on Instagram, appeal to their desires. It's important to note that, since these
desires can be unconscious, customers don't always know why it appeals to, them, they just
know it feels right to have it. )

" This model is unique in terms of application, but it’s relevant to businesses that sell
an image that accompanies their liroducts' or services. For example, say you sell glasses. We
all long to fit in and.feel like we're valued and seen as capable, smart people. Glasses are
sometimes a symbol of mtelhgence, so you'd want to appeal to this desire when crafting a
customer expenence :

You may instruct marketing to create ad campaigns that display plctures of people
wearing your glasses in educatlonal settmgs or doing things that soc:ety labels as ‘smart.’

3. Sociological Model

~ Customer modeling example: sociological modelThe Sociolo gical Model of consumer behavior
says that purchases are influenced by an individual's place within different societal groups:
family, friends, and workgroups, as well as less-defined groups like Millennials or people
who like yoga. An individual will essentially purchase items based on what is appropriate
or typical of the groups they're in.

For instance, C-Suite executives are expected to be professional and formal. People
who hold these JObS will make purchases that speak to and uphold this group’s rules, like
formal business wear.

This model can apply to miost businesses, especially those that create products and
services relevant to specific groups. To use the Sociological Model, you'd want to create
experiences that speak to how these groups usually act. One example is brands that sell
exercise equipment. . -

"You sell to and appeal to consumers that are part of a societal group that likes to work
out. To delight these customers, you'd want to sell to their desires, like equipment that
improves performance or an insulated water bottle that stays cold and leaves them satisfied -
during their breaks. By doing this, you're speaking to the consumer in that specific group
and showing them that your product will help them retain their position in that group.

Check out this ad from Nike. They’re selling this shoe to the undefined group of people '
who like to run, claiming that it will improve their speed and help them fit in with the group.

4, Econom:c Model of Consumer Behamar

Customer medeling example: economic modelThe economic model of consumer behavior is |
the most straightforward of the traditional models. This model argues that consumers try to
meet their needs while spending as few resources (e.g. money) as possible.

H
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. That means that businesses and manufacturers can predict sales based on their customers’

income and their products’ price. If companies offer the lowest-priced product, they may feel
that they’re guaranteed a consistent level of profit.

While the-economic model is the easiest to understand, it’s also the most limited. A buyer
may have other reasons for purchasing a product aside from price and personal resources.

One such example would be prescription medicine in the US. healthcare industry.
While the price of a prescription drug may exceed the buyer’s resources, the buyer would
still have to find a way to purchase it and meet their needs. They might open a credit card
or take out a personal loan to pay for the medicine. Thus personal income and price don't
affect the purchasing decision here; instead, need does

-

e

Contemporary Mo'delé

Contemporary models of consumer behavior focus on rational and deliberate decision-making
processes rather than emotions or unconscious desires. The contemporary models include:

* ° Engel-Kollat-Blackwell (EKB) Model"
. Black‘ Box Model

* Hawkins Stern Model

» -Howard Sheth Model

¢ Nicosia Model

e. Webster and Wind Model

1. Engel-Kollat-Blackwell (EKB) Model of Consumer Behavior

Customer modeling example: (EKB model) The Engel-Kollat:Blackwell model of consumer
behavior outlines a five-stage decision process that consumers go through before purchasing
_a product or service.

* Awareness: During this stage, corisumers view advertisements from a business and
become aware of their need, desire, or interest, to purchase what they've just discov-
ered.

* Information Processing: After discavering a product or service, a consumer be gins to
think about how the product or service relates to their past expetiences or needs and
whether it will fulfill any current needs. ‘

» Evaluation: At this point, consumers will research the product they’ve discovered and
research options from competitors to see if there is a better option or if the original
" . product is the best fit. _

* Purchasing Decision: A consumer will follow through with a purchase for the product
_ that has beat out competitors to prov1de value. A consumer may also stop the process
, if they.change their mind.

* Qutcome Analysis: After making a purchase, a customer will use what they’ve bought
and assess whether their experience is positive or negative. After a trial period, they’ll
-keep a product and maybe decide to become repeat customers or express dissatisfac-

o tion and return to stage three. )
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Overall, EKB says that consumers make decisions based on influencing factors that they Notes
assess through rational insight. . . ' .

This model applies to businesses that have many Eom_petitors with similar products or
services. If your product market is highly saturated and competitive,.the goal is to outshine
your competitors by meeting customers at every stage of their journey. )

Increase visibility for your business during the awareness stage through Search Engine
Optimization. Show them how your product or service will benefit. them and give them
the resources they need to weigh you against your competitors, like customer reviews and
testimonials, free trials, discounts for bulk purchases. Lastly, and provide excellent after-sales
support to show them that you care about their business even if they make a return.

2. Black Box Model of Consumer Behavior

The Black Box model, sometimes called the Stimulus-Response model, says that customers
are individual thinkers that process internal and external stimuli to make purchase decisions.

It may look complex, but it's a fairly straightforward path. A consumer comes into
contact with external stimuli from your business’ marketing mix and other external stimuli,
and they process it in their mind (black box). They relate the external stimull to their pre-
existing knowledge, like personal beliefs and desires, to make a decision.

_In short, this model says that consumers are problem solvers who make decisions after
judging how your product will satisfy their existing beliefs and needs. Since consumers only
follow through with a purchase after understanding how a product relates to their experiences,
this model can benefit businesses selling products that go along with a lifestyle.

Case in point: cars. Different brands sell their cars to specific types of buyers. Jeeps and
Subarus are for those that engage in outdoor activities and need a sturdy, reliable vehicle. -
Af the same time, Mercedez Benz and Léxus’ are marketed to those who want luxurious
driving experiences. Even though the machinery is relatively similar, these brands speak
to the pre-éxisti.ngr life values that customers have, and they promise that purchasing their
vehicle will uphold their values. '

3. Hawkins Stern Impulse Buying Model

The Impulse Buying theory is an alternative to the Learning Model and EKB, as it claims that
purchases aren’t always a result of rational thought. When we think of impulse buying, we
typically imagine picking up a candy bar or a pack of gum right before checking out. These
are certainly impilse purchases, but Hawkins Stern categorizes them into four different types:

Escape Purchase: Sometimes called pure impulse, this involves purchasing an item
that isn’t a routine item or on a shopping list. Consumers are drawn to these items through
appealing visuals.

Reminder Purchase: A consumer makes a reminder impulse purchase when they come
across a product through in-store setups, promotional offers, or a simple reminder that'a,
product exists, like a strategically placed ice cream scoop in the freezer aisle of a grocery store.

Suggested Purchase: Suggested impulse purchases occur when a consumer is made
aware of a product after a recommendation or suggestion from an in-store salesperson or
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Notes ‘ online algorithms. For example, seeing an ad that says, “Other people who bought this shoe
you're about to buy also purchase these socks.” The consumer didn’t know the socks existed,
didn’t plan to buy them, but now the suggestion has told them that they need them.

Planned Purchase: Although planned is the opposite of impulse, these purchases occur

"when a consumer knows they want a particular product but will anly buy it if there is a

deal involved. An unexpected price drop could lead a customer to make a planned impulse
purchase.

The Hawkins Stern Model_abplies to most businesses, as there are no limits to what a
customer with this purchasing behavior will buy. Create a tailored'clustomer experience by
putting care into product displays, creating Al algorithms for online shopping, or placing
items on sale to appeal to your shoppers who are planned purchase impulse buyers.

4. Howard Sheth Model of ‘Buying Behavior

The Howard Sheth model of consumer behavior posits that the buyer’s journey is a highly
rational and methodical decision-making process. In this model, customers put on a “problem-
solving” hat every step of the way — with different variables influencing the course of the
journey. ) '

According to this model, there are three successive levels of decision-making:

* Extensive Problem-Solving: In this stagé, customers know nothing about the prod-

uct they’re seeking or the brands that are available to them. They're in active prob-
Iem—solvmg mode to find a suitable product. :

* Limited Problem-Solving: Now that customers have more m.formahon, they slow
down and begin comparing their choices.

® Habitual Response Behavior: Customers are fully aware of all the choices they have
and know which brands they prefer Thus, every time they make a purchase, they ‘

know where to go. .

We've all gone through some version of these stages.

Let's look at an anecdotal example.

When I first started buying glasses online, I had no idea which retailers I should use or

" whether the glasses sold online would be the same quality as the opticians’ offerings.
I searched online to ﬁnd a }ugh-quahty online glasses retailer (extensive problem-
solving).

I found a few choices and started comparing them from both a pricing and quality
A standpoint (limited problem-solving). I eventually chose one, and that's the retaﬂer
I've used ever since (habitual response behavior).

But these stages aren’ 't that simple, Accordmg to the Howard Sheth miodel, I was under
the sway of several stimuli during this process:

* Inputs: This refers to the marketing messages and imagery a consumer receives while
they're going through the decision-making process. “Inputs” also refers to any percep-
tions and attitudes that come from the consumer’s social environment, such as their
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friends, family, and culture. - Notes

* Perceptual and Learning Constructs: This may sound complicated, but this stimulus is
simply the customer’s psychological makeup and psychographic information. Percep-
tual and learning constructs may include needs, preferences, and goals.

e Qutputs: After inputs and perceptual and learning constructs are mixed together, you
get the output. The output is the customer’s resulting action under the influence of

marketing messages, social stimuli, and internal psychological attributes. It can result
in the customer paying more attention to a certain brand over another.

* External Variables: This is anything that's not directly related to the decision—making
process, such as weather or religion, that still may sway the customer’sedecision.

5. Nicosia Model

The Nicosia Model places emphasis on the business first and the consumer second. It argues
that the company’s marketing messages determines whether customers will buy. Simple, right? -

While it's an attractive model because it places all the power on businesses, it's unwise
to ignore the customer’s internal factors that lead to a purchase decision. In other words,
while you may offer the wittiest and most effective marketing copy ever, a customer’s internal
attributes may have more sway in some instances over others.

The model is comprised of four “fields™

e One: The business’ characteristics and the customer’s characteristics. What does your
marketing messaging look like? And what's your customer’s perception of that mes-
saging? Are they predisposed to be receptive to your message? The latter is shaped by -
the customer’s personality traits and experiences.

s Two: Search and evaluation. Similar to the Howard Sheth model's “limited prob-
+ lem-solving” stage, the customer begins to compare different brands here based on
the company’s messaging.

* Three: Purchase decision. The purchase decision will occur after the company con-
vinces the customer to choose them as their retailer or provider. ‘

¢ Four: Feedback. During the feedback field, the company will determine whether it
-should continue using the same messaging, and.the customer will decide whether
they will continue to be receptive to future messages.
b

6. Webster and Wind Model of Organizational Buying Behavior

The Webster and Wind Model is a B2B buyiné behavior model that argues there are four
"major variables that affect whether an organization makes a purchase decision. Those are:

* Environmental Variables: Environmental variables refer to any external factors that
could sway a purchase decision. Customer demands, supplier relationships, and com- -
petitive pressure are a few examples. Broader variables apply, too, such as technology,
politics, and culture. - oot

¢ Organizational Variables: Organizational variables refer to internal factors that could
sway a pu.rchase decision, such as the organization’s goals and evaluation criteria.
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Notes ) * Buying Center Variables: Who makes the final purchase decision? Who has the au-
thority to sign the contract, and who influences the buying process? Buying, center
variables take all of this mto account.

e Individual Variables: These variables refer to the demogx‘apl‘uc -and psychographic in- |
formation of the individual prospect at the business. What's their education and level
of experience? What are their goals and desires?

s - After taking all of those variables into account, B2B organizations are thenable to chart
a predictable buyer's journey for their target customers. '

3.6 CONSUMERISM -

Consumerism is the organized form of efforts from different individuals, groups, governinents
and various related organizations which helps to protect the consumer from unfair practices
and to safeguard their rights. The growth of consumerism has led to many organizations
improving their services to the custom. ' ’ '

Consumerism is the idea that increasing the consumption of goods and services purchased

| in the market is always a desirable goal and that a person's wellbeing and happiness depend

fundamentally on obtaining consumer goods and material possessions. In an economic sense,

it is related to the predominantly Keynesian idea that consumer spending is the key driver

of the economy and that encouraging consumers to spend is a major policy goal. From this
point of view, consumerism is a positive phenomenon that fuels economic growth.

Consumerism is one of the most popular social issues and is being publicised very fast.
The consumer today wants his. rights. He wants his full value for the money he spends. He
is not ready to accept substandard good or goods whose usage date has expn‘ed He wants
full satisfaction from the products he buys.

In today's soclety, the dissatisfaction of _the consumer and the protection of his rights
need quick redressal. The government has made many laws, rules and regulations to nab
the defaulting manufacturers; distributors and other members connected with the business

_.and take them to the court of law.

The consumer today is very demanding, . keptical and critical. Therefore, marketeers
must understand the consumer behaviour to be successful in this changing environment .
Definition ' )
"It-is a social movement of citizens and government to enhance the nghts and power of buyers

in relation to sel:ers

Consumer problems can be associated with hospit;a\ls; libraries, schools, police force and
. various government agencies as well as wit other business manufacturing and distributing
) durable, non-durable, industrial goods and service products.

- There are many causes or roots of d iss.ttisfaction of consumers, which gave rise to
°| consumerism. They can be listed as under:

1. Performance Gap: The consumers are dissatisfied with the pérformance of the
products, which are below their expectations. The consumers feel that the promise-
performance gap is widening e.g., the scooter not giving the mileage promised.
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2. Dissatisfaction with the System: Many institutions are subjected to pu blic scrutiny, - Notes
There is.a jot of trust and a loss of esteem by these institutions or enterprises. One
glaring example of dissatisfaction for the consumers is the issue of passport. The
procedure is cumbersome. There'is shortage of staff and even when the passport has
been made and is ready for despatch, the despatch does not take place even after six
month.s. Similar is the case in the issue of licenses, i‘af:ion cards, telephone connections
etc.

3. The Consumer Information Gap: The consumer is not fully informed about the number
of products available in the market and a customer who is short of time and does not
have the interest or intelligence to process information is at a loss. Such incidents occur
while buying computers, small cars etc. The processing of decision-making is complex
and often the consumer makes a wrong choice,

4. Non-credibility of Ad vertising: Some consumers have an antagonistic attitude
towards advertising. They feel that the advertisements are not credible and doubt ]
their truthfulness. Some want to keep away from the advertising clutter, which
irritates them.

5. Impersonal and Unresponsiveness Marl?-eting and Service Organi:..ttfor The response
to the human voice by a computer is sometil, s annoying. Telemarketing is a
great annoyance to the consumer. Lack of complete knowledge by salesman etc.
For example, most of the  banks sélling credit cards will call you at any hout
and distwrb you in your work, your meeting etc. The number of such calls are
many in a day and many salesman of the same bank are calling you over and over
agaih. As a courtesy you do not shut them up but it is very ‘irritating and time
consufnjng. Another example of the railway where the bell keeps Tinging for long
and nol;)ody responds or responds after a long time. If you have too questions to
ask before the first question is fully answered, the phone is put down and you
are left with incomplete information. '

6. Intrusion of Privacy: Many consumer information databases are prepared. In this
computerized society, this information is easily accessible and effects the consumer's

privacy.

. Thege factors and others have given rise to consumer movement. . In India, we find a

lot of consumable items are either of not right quality, or not of proper weight and price.

Some times they have external material or elements like insects, cockroaches arid other foreign

elements. Although these cases are very rare but they are highlighted and give a boost to
the consumer movement. ) ’

3.7 BASIC PROCESS

In the earlier decades the consumer was unorgam'séd and was generally taken for a ride.
Today, the consumer is aware of his rights and is highly educated and experienced. He was
earlier being expioited. in many ways. These were the adulteration practices of the manufactures
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Notes and middlem en. Variations in the conitents of the pack, migIeadfng and deceptive adverﬁsiné
) v:hich led even the educated consumer to buy unwanted and unnecessary goods to a large
extent. Consumers also complained and critjcised the factors like price, quality, advertising,
packing, distribution, after sales service etc. There were many unfair trade practices prevalent

in India, som-e examples are given beiow:

Ad vertising of scooters and cars claiming a much exaggerated average per litre than the
actual. The sale of magic rings for the cure of diseases like blood pressure and diabetes. The
-~ sale of medicines claiming to incrense the height of children, and other unbelievable claims.

Adulterating the toad with stuff to increase the weight of the product, papaya seeds to
black pepper to increase the bulk and weight, riding animal fat.to Ghee, water to milk,
supplying poor quality products that did not last long, eic., many other practices which
harmed the consumer considerably-amputating the wrong leg of a patient by oversight in
a government hospital. Patients losing their sight because of negligence of doctors using
infectious surgical instrument in the operation theatre. '

Doctors leaving scissors or radioactive elements in the body of the patient. A patient
was opera ted upon for the removal of an ovarian cyst, when actually there was none,
“and other practices which were infurious, unhealthy and u nfair to consumers.

The examples show tha t the atfitude of business towards consumers have been very
indifferent. This mostly happens in a sellers market, but whefe there is competitive selling or -
sellers are many, the needs of the consumer is the ﬁrst pnonty and the marketing concept
is being practised.

The exploitation of the consumer has led to the creation of the consumer movement also
known a consumerism. Consumerism is the range of activities of the government busilwss,
and independent organization that are désigned to protect the consumer from the unlawful
practices of the business that infringe upon there rights as consumers.

There has been an awakening in the consumer and the government has paésed many
laws and statutory -obligations that must be adhered to, by companies.
v |
Understanding Consumerism
1

In corhmon use, consumerism refers to the tendency of people living in a capitalist economy’

to engage in a lifestyle of excessive materialism that revolves around reflexive, wasteful, or

conspicuots overconsumption. In this sense, consumerism is widely understood to contribute

to the destruction of traditional values and ways of life, consumer exploitation by big business,
" environmental degradation, and negative psychological effects.

Thorstein Veblen, for example, was a 19th-century economist and sociologist best known
for coining the term “conspicuous consumption” in his book The Theory of the Leisure Class
(1899). Conspicuous consumption is a means to show one's social status, especially when
publicly displayed goods and services are too expensive for other members of the same
class. This type of consumption is typically associated with the wealthy but can also apply -
to any économic class.

Followmg the Great Depi‘ession, consumerism was largely derided: However, with the
Us. economy kickstarted by World War II and the prosperity that followed at the end of
the war, the use of the term in the mid-20th century began to have a positive connotation.
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