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UNIT 1 CONSUMER BEHAVIOR -AN
INTRODUCTION
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1.2 Objectives

1.3 Concept of Consumer Behavior

1.4 Scope and Nature of Consumer Behavior

1.5 Application of Consumer Behavior

1.6 Importance of Consumer Behavior

1.7 Consumer Buying Process

1.8 New Product Adoption and Diffusion Process
1.9 Factors Affecting Consumer Behavior
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1.12 Factors Affecting Business Buying Behavior
1.13 Summary

1.14 Glossary

1.15 Answer to Check Your Progress

1.16 References

1.17 Suggested Readings

1.18 Terminal Questions

1.1 INTRODUCTION

Consumer behavior is the behavior that consumer exhibits during purchase or use of products
i.e. goods and services in both consumer market and industrial market. The study of consumer
behavior includes process of buying of individual and industry; consumer adoption process and
factors affecting buying decision in consumer and industrial market. You also learn the
relevance of knowledge of consumer behavior in various fields of marketing.
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1.2 OBJECTIVES

After reading this unit you will be able to;

e Explain the concept of Consmer Behaviour.

e Explain the importance of Consumer Behavior.

e Understand the scope and nature Of Consumer Behavior.
e Learn factors affecting Consumer Behavior.

1.3 CONCEPT OF CONSUMER BEHAVIOR

The study of consumer behavior help us to understand the behavior of individuals and
organisations during their purchase and consumption of products i.e. goods and services. The
term consumer behavior is also defined as the behavior that a consumer shows in searching for
products and services for purchasing and using, to satisfy their needs.

1.3.1 DEFINITIONS OF CONSUMER BEHAVIOR
According to Engel, Blackwell and Mansard,

“Consumer behavior is the actions and decision processes of people who purchase goods and
services for personal consumption”.

According to Walter

“Consumer Behavior is the process whereby individual decides what, where, when, how, from
whom to purchase the goods and services”.

According to Webster

“Consumer behavior is the psychological, social & physical behavior of potential consumers
as they became aware of evaluation, purchase, consumes and tells others about product and
services.

Study of consumer behavior focuses on individuals and organizational customers, how, when
and where they spend their resources in purchasing of goods and services for consumption.

1.3.2 TYPES OF CONSUMERS

There are two types of customers’ Individual Customer and Industrial Customer

Individual Consumer or Household Consumer: Individual consumer are the one who purchase
products for their own consumption.

Industrial Consumer or Business Consumer: Industrial consumer are one who purchase the
products for further production of other goods and services which they supplied to their
customers.
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1.4 SCOPE AND NATURE OF CONSUMER BEHAVIOR

In the modern marketing scope of consumer behavior is almost everywhere; it is because the
businesses are getting more customers centric day by day. Every company tries to manufacture
excessive customized products for their customers.

The scope of consumer behavior includes the answer of the following questions:

*  ‘What’ the consumers buy?
Customer buys those products which they feel will satisfy their needs in best possible
way.

*  ‘Why’ they buy it?
Customer buys goods and services to satisfy their needs and wants.

*  ‘When’ do they buy it?
Customer buys products on different occasions it really depend upon the nature of
product and time of arising of need.

*  ‘Where’ they buy it?
Consumer buys from various sales point i.e. nearby store, big departmental store,
online etc. it depends on the customer convenience and price offered by the different
channel options.

*  ‘How often they use’ it?
The frequency of product use depends upon the size of family members, nature of
product, taste and preference of the customer.

1.4.1 NATURE OF CONSUMER BEHAVIOR
Consumer behavior has a Process

Consumer buying behavior is a systematic process relating to the purchase decision of the
customer. The customer use to follow certain steps before purchasing a product. The process
has five following steps:

e Recognition of problem

e Search for information regarding products
e Evaluation of alternatives

e Purchase decision

e Post-purchase behavior

Consumer Behavior Influence by Many Factors

Consumer behavior is influence by many factors. Customer purchase was deeply influenced
by cultural factors, social factors, personal factors, psychological factors, marketing factors.
Each customer has different impact of these factors on them. Customer of different cultural
background responds differently on certain situations. For Example Hindus like purchase
colourful clothes at the time of their wedding, while Christian use to wear black and white
clothes on wedding.

All Customers behave differently
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Customers have different cultural and life styles which make them unique. They do not behave
in the same manner. This is due to above said individual factors. For example a family might
make plan to go to a hill station in holidays, while other like to visit a holy (pilgrimage) place.

Different behavior for different Products

Consumer behaves different for different product category. Customer shows high involvement
in purchasing some products, while other purchased with low involvement. For Example: A
customer shows a high involvement in purchasing a car while soap can be purchases in very
low involvement purchasing decision.

Consumer behavior is region Specific.

The consumer of different region, states and nationality exhibits different buying behavior.
Customers from urban area are different from the customers of rural area. For Example:
Customer from urban area spends more on life style products as compared to the customers of
rural areas for example furniture.

Essential for Marketers

It is essential for marketers to have good knowledge about the behavior of their target
customers. The knowledge about their customers’ behavior helps them to frame effective
marketing strategies and enables them for taking appropriate marketing decisions.

Demonstrate Consumer Status

Consumer behavior is influence by the social and economic status of the consumer. A Status
of the customer can also be demonstrated by its behavior. A consumer who owns a luxury car
like BMW or Rolex watch considered as a person of high status.

Consumer Behavior has Influential effect

A person’s behavior can influence other person’s behavior. For example, a customer always
tent to purchase premium brands of clothes can influence some of his friends and relatives.
This is the reason the company use to endorse celebrities from sports and films to promote their
products.

Consumer Behavior change with time

Consumer Behavior changes with the change of time. The change of consumer behavior
depends on change in age, level of education, level of income etc. For Example, Kids prefer to
wear multi-coloured clothes, but at the age of teenager they use to purchase clothes that are in
fashion.
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1.5 APPLICATION OF CONSUMER BEHAVIOR

Consumer behavior applies in different marketing process. Consumer behavior is the integral
part of marketing strategy building, business forecasting and product and brand development.

Evaluating Market Opportunity

The study of consumer behavior helps to identify the consumers’ need. Knowing the ever
changing consumers’ needs, it requires systematic analysis of the trends, consumption pattern,
changing life style, purchasing power and other environmental influences.

For Example: The trend of increasing internet connectivity and smart phones has led to increase
of online shopping of products like fashionable apparel and latest gadgets.

Target Market Selection

The selection of target market is done on the basis of overall attractiveness of the segment like
size of the market growth and profitability. The profit in business can only be achieved by
providing superior values to customers. The knowledge of consumer behavior enables
marketers to segment the market on the basis of customer distinct needs and unique
characteristics.

This gives marketers a better understanding of different groups or market segments and how
they make decision of purchasing products. For example, Studies shows consumers want
convenience in preparation of food at home. They buy instant food mixes and packaged food
products that saves their time and energy in kitchens.

Formulation of Marketing Mix Strategy

Marketing mix a set of strategies made by companies to attract their target customers. The
company has to determine the perfect mix of all marketing elements like product, place
promotion and price as per the customer needs and requirements. The study of consumer
behavior helps them to make the perfect blend of marketing elements (Product, Promotion
Price and Place) for an effective marketing mix strategy.

Product: Product mix strategy of a company is prepared as per consumer needs. The product
attributes like features, quality, packaging, colour and design are put in as per the assessed
demand of the consumer.

Price: The pricing of a product is fixed on the purchasing power of the target customer. Too
high price decreases the customer base and too low decreases the revenue of the company. So
it is extremely necessary to fix price of the product as per the customer affordability.

Place: The placement strategy of the company should base on the convenience of the target
customer. Product should accessible to the customer at a greater ease. Study of consumer
behavior makes them understand from where and how customer purchases the product.
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Promotion: An effective promotion mix can only be prepared if company knows its consumer
well. Promotion in basic terms is a way to communicate with the target customer. So the
company needs to find out where and how they can meet customers.

Marketing of Government and NGO’s

Study of consumer behavior help in framing the marketing strategies for government projects.
The frame work of Government social campaigns like education, women empowerment, child
labour and health awareness (AIDS, Polio etc) environment concerns and others are based on
consumer behavior. Non profit making organizations (NGO’s) like UNICEF and CRY also
apply the study of consumer behavior to promote their products to help for noble cause.

1.6 IMPORTANCE OF CONSUMER BEHAVIOR

e |t is a Modern Philosophy to identify the consumer’s needs and satisfy them more
effectively than competitors. With the study of consumer behavior a company can
identify their consumer needs.

e |t is useful for Dealers and Salesmen as they are able to understand their target
customers and become capable to perform their tasks effectively in meeting consumers
needs and wants successfully. Consumer behavior thus improves performance of the
entire distribution system.

e Marketing Programme become more relevant if prepared as per the behavior of
customer. Its study enables companies to use organisational resources effectively.

e Study of customers’ consumption patterns enables companies to adjusted marketing
programme quickly, if there is any change in market condition or consumers’
requirements.

e Consumer behavior can act as tool to predict market trends. It enables companies to act
on opportunities of the market.

e The study of consumer behavior facilitates companies to meets changing needs of the
consumers. That enables companies to retain customers for a long period. As a result
of this company get more loyal customers.

e An effective study of consumer behavior also enables companies to make competitive
edge over competitors by providing more customized goods and services to them.

e Developing new products can be done through accessing the needs and wants of the
target consumers. The study of consumer behavior helps companies in creating a good
base for developing a new product successfully.
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1.7 CONSUMER BUYING PROCESS

Buying a product set successive decision taken by customer. A model developed by Engel,
Blackwell and Keller , stated that customer follows a specific five step decision process while
purchasing a product.

e Problem recognition:

Recognition of problem is the key step of buying process. Purchase is directed through the
customer need when there is no need result no purchase. A need can be difference between the
actual and ideal situation of the customer.

The recognition of a need by a consumer can be caused in different ways:

Internal stimuli: The physical need felt by an individual such as thirst or hunger.

External stimuli: Can be generated just by seeing an advertisement or sighting a product on the
display panel of a store.

Type of needs of an individual:

Functional need: One’s need related to a feature or specific product’s function happens to be
the answer to a functional problem

Social need: The social need drive for the social environment or for recognition in society.
Need for change: The consumer changes the old product with the new one due to change in
need it happens with time.

e Searching of Information

The customer will search for information about the solution, once the need is identified. He
will seek information regarding alternatives available to him. The level of involvement search
depends on complication of the need or problem.

Internal information: The internal information is information which is already present the
memory of the customer. It is formed due to past experience of the customer with the product
or brand.

External information: the information which a consumer collect form the outer world is
external information, it can be gather form product promotion, friends and family existing
customers or form the salesmen.

e Evaluation of alternatives

The alternatives are evaluated by the customers that are offered to him and he chooses the one
which he believes best for him. The alternatives are evaluated on two aspects. First is the
objective characteristic like features and functionality. Second subjective characteristics i.e.
perceived value of the brand and its reputation in the market.

e Purchase decision

After the evaluation of the different options, now the customer chooses the product or brand
that seems most appropriate to his needs. The decision of the customer will depend on the
evaluation of option in the previous stage based on the perceived value, product’s features and
functionalities that are important to him. The decision may also affected by such things as the
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quality of his shopping experience of the store (or online shopping website), the availability of
a promotional offers, return policy of products, terms and conditions for the sale.

e Post-purchase behavior

Once the product is purchased and consumed then the customer will evaluate the adequacy of
the product with his original needs. The customer than confirm the choice made by him is
correct or not. The correct decision made by customer will give him the feel of satisfaction or,
on the contrary, a disappointment if the product has fails to fulfil expectations.

If the product has brought satisfaction to the consumer, he will then minimize stages of
information search and alternative evaluation for his next purchases in order to buy the same
brand.

1.8 NEW PRODUCT ADOPTION AND DIFFISION PROCESS
The set of decisions a customer takes before accepting a new product is called new product
adoption. The obvious steps of the customer to take trial evaluate and then purchase the
product.

1.8.1 ADOPTION OF AN INNOVATION (NEW PRODUCT) TURNS
OUT THROUGH FOLLOWING STAGES:

e Awareness: Once the customer gets information about new product he becomes aware
about it.

e Interest: Awareness leads to generate interest about the new product in the minds of
customer.

e Evaluation: The decision of purchase of the product depends on the evaluation of the
product. The customer evaluates the product benefits and decides to buy it or not.

e Trial: Inthis stage the customer tries product to decide on the utility against the needs.

e Adoption: Customer purchases the product and uses the product when need arises.
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1.8.2 DIFFUSION PROCESS

The time period in which an innovation (new product) is communicated in a social system is
called diffusion process. It is also defined as the way the different types of target customers
accept and buy the new product.

Diffusion Process

H Time of Adoption

Innovators Early Early Late Laggards
25% Adopters  Majority Majority 16 %
13.5% 34 % 34%

Figure 1.1 Consumer Diffusion Process by Rogers, Everett

Innovators: The first 2.5 percent of the customers who buys the product are called innovators.
They are techno-savvies people.

Early Adopters: The next 13.5 percent of the customers are called early adopters they buy
product after innovators. They are considered as opinion leaders in the society.

Early Majority: The next 34 percent of customers who purchased the product after early
adopters are called early majority, they are considered as the first part of the mass market who
buy the product.

Late Majority: The next 34 percent of the customers who purchased the product after early
majority are called late majority. They are less cosmopolitan in nature.

Laggards: Laggards are those who purchased products when product reached at the maturity
stage. These types of customers are the 16 percent of the target group. They are price conscious
and suspicious of change by nature.

1.8.3 FACTORS INFLUENCING ADOPTION RATE
Relative advantage: Relative advantage is the benefits that a customer gets from the product
i.e. price, new features, safety etc.

Compatibility: If the product suits with the life style of the customer then the adoption rate of
the product will be higher.

Complexity: Complexity product lowers the adoption rate. If product is easy to understand and
use, it is likely to be adopted at a high rate by the customer.
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Trial of the product: The trail enhances the rate of adoption of product. More the customers
trail the product, higher will be the adoption rate.

Product visibility: Greater the product visibility, faster the adaptation rate.

1.9 FACTORS AFFECTING CONSUMER BEHAVIOR

Consumer Behavior is influenced by many environmental factors. That impact result a specific
pattern of purchasing and consumption of product and services.

The factors that influence consumers are cultural factors, personal factors, social factors and
psychological factors. The study of consumer behavior is concerned with what and why an
individual purchase a product and frequency of their purchase. Individual consumer behavior
is influenced by environmental factors like social factors, cultural factors, psychological
factors, and personal factors.

1.9.1 CULTURAL FACTORS
Consumer buying behavior Influenced deeply by the Cultural factors, which including the roles
of buyers’ culture, subculture and social class.

Culture is the most basic cause of a person’s wants and behavior. Human behavior is largely
learned. Every group or society has a culture and cultural influences on buying behavior it may
vary greatly from country to country. Failure to adjust to these differences can result in
ineffective marketing or embarrassing mistakes. (Kotler & Armstrong 2008)

The study of culture is the study of all aspects of a society. It is the language, knowledge, laws,
and customs that give society its distinctive character and personality. With reference to the
context of consumer behavior, Culture is defined as the sum total of learned beliefs, values,
and customs that serve to regulate the behavior of members of a particular society.

Subcultures can be categories as nationalities, religion, and age groups gender of the
individuals. It is generally considered as a base of segmentation by the marketers, in order to
frame the communication strategy.

Social Classes are defined as the groups of people more or less homogeneous in nature. The
individuals generally exhibit similar behavior if they belong to same social class. Generally
Social classes are classifies in three categories lower middle and upper class. Individuals of
different classes tend to exhibits different consumptions patterns.

1.9.2 SOCIAL FACTORS
Social Factors like family, reference group, social roles and status also influenced an individual
behavior.

Reference group is a social group of an individual with which he belongs. This reference
group influenced his behavior, generally the membership of such group related to work
hobbies, age group, place of residence and social origins. It is generally observed that there is
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similar consumer pattern among the members of groups. The magnitude of influence may vary
and solely depend on the individual.

There are roles identified in reference group that influence the individual consumer’s buying
behavior

The initiator: The person who advised the buyer to purchase the product or service.

The influencer: The person who influences the buying decision is called influencer. 1t may be
a person outside the group (singer, athlete, actor, etc.) but on which group members rely on.
The decision-maker: the person who will choose which product to buy. In general, it’s the
consumer but in some cases it may be another person.

The buyer: the person who will buy the product. Generally, this will be the final consumer.

Brands always look to target the opinion leaders (initiator or influencer) to spread the use and
purchase of their product in a social group.

Family is the most influencing factor for an individual. An individual will evolve, acquire
values and shape his personality in an atmosphere of socialization created by family.
Development opinion regarding various issues like society, politics and his own desire is the
result of his upbringing. Buying behavior of an individual customers too deeply influence by
the family. The consumer habits and perception towards brands and products are similar to the
buying habits and consumption patterns of his family.

1.9.3 PERSONAL FACTORS

Consumer decisions also are influenced by personal factors. Companies define their target
markets in terms of life-cycle stage and develop appropriate products and marketing plans for
each stage.

Customer Income (Purchasing Power) Purchasing power is the decisive and deciding factor
for an individual to purchase certain brand or product. It also plays a role in selecting the
retailers where customer visits and the kind of brands he buys.

Age is a vital factor that decides regarding brands and products a consumer bought. A consumer
does not buy the same products at the age 22 and 75 years. His lifestyle, values, environment,
activities, hobbies and consumer habits evolve throughout his life as single, married or having
kids. For a brand it may be fascinating to spot, understand these influential factor.

Lifestyle is all daily activities of an individual, his interest, opinions and values these factors
influence the buying behavior.

Education of individual directs his thinking process. Two individual of different education
level have dissimilar choices and exhibits different behaviors. It is felt that individuals of good
education background have more rational thinking and tends to purchase products at organized
manner.

Family Life Cycle An individual has different set of demands at different points of time in his
life. These different life cycles stages have a great deal of influence in buying behavior. The
Stages of family life are as follows.
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Stages of Family cycle  |Likely preferences and need at attraction

New experiences. Other children to play with paternal guidance

Child and support.
New experiences. Excitement, Status, more independence from
Teenager parents. Other teenagers active participation
Young Adult New experiences, freedom of action.
Young Couple New experiences like Romance and loneliness.

Young Couple with baby |Facilities for babies. Convenience for people with babies.

An Economic approach - for example low price family ticket for

Growing family all the family.
Empty nesters Passive participation.
Elderly \Watching rather than doing.

Table 1.1 Stages of Family cycle

1.9.4 PSYCHOLOGICAL FACTORS

Consumer decisions also are influenced by psychological characteristics such as the
consumer’s motivation, perception, learning, beliefs & attitude. The study of psychological
factors facilitates companies to understand the consumer psychology and serve them
accordingly.

Motivation is a drive of consumer to purchase a product. It is the expression of need which
leads to a certain behavior. It is generally working at a subconscious level and is often difficult
to measure. To increase sales and motivate consumers to purchase products, the companies
reinforce a need of the product in the consumer’s mind so that the customer will develops an
intension to purchase the product.

Perception In this process an individual interprets the information result form a certain action
that makes sense. It is the perception of a situation that decides how the person will act. Each
person faces every day thousands of sensory stimuli (visual, auditory, Kinaesthetic, and
gustatory). It would be impossible for the brain to process all consciously. That is why it
focuses only on some of them. That is why companies finding many ways to create a positive
perception of customers towards their brands.

Learning is a knowledge and understanding an individual learns through its action. This results
a change in his behavior with experiences with the product. If the experience of the customer
found satisfactory then he will purchase product next time.

Beliefs and attitudes: A beliefis an individual’s confidence on something. The beliefs formed
with experience, learning and influence of social groups. These beliefs also influence consumer
buying behavior. An attitude is a feeling, an assessment of an object or idea and the inclination
to act in a certain way toward that object. Attitudes allow the individual to develop a rational
behavior against a class of similar objects or ideas.
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Check Your Progress-A

Q1. Explain the meaning consumer behavior.

Q5. State whether the following statement are true (T) or false (F):-

i.  Consumer behavior changes with the changing trends.
ii. Information collected by friends and family is considered as internal information
search.
iii.  Innovators are the customers who purchase product before early adopters.
iv. Life style of an individual does no influence buying behavior consumer behavior.
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1.10 BUSINESS BUYING BEHAVIOR

The behavior that organisation exhibits in purchasing of products which are used further for
production of other products that are sold or rented to customer. It also includes the behavior
of traders like whole and retailers that purchase products for the purpose of reselling then to
others customers at profit margins.

The buying behavior of organizations that buy products for business use, resell or to make other
products refers as business buying behavior. Organizations consist of business, industries,
retailers, government, and non-government organizations.

For example Purchase of Pizza Boxes by Pizza Hut, Purchase of tyres and batteries by General
Motors.

Business Market

The Business market is the combination of all business purchase of services and goods which
they purchase for reselling to their customers. Consumer market generates demand for business
market.

Types of business buyers

The customers of business markets are categories in to four different types i.e. Producers,
resellers, government and Institutions.

Producers

The producers are those who manufacture other products from the goods and services they
purchase. For example Garment manufacturers purchase fabric for producing clothes,
Automobile manufacturers use to purchase batteries for cars.

Resellers

Resellers are those who purchase products for reselling to others and renting to the customers
on profit. The resellers can be retailers or whole sellers. The retailers use to sell products to the
end users in small quantities. Whole sellers sold their products to the retailers and business
buyers generally in large quantity.

Government

Government buys at local level state level and national level. The business and government
buying are similar in many ways, but the different lies that the government need to publish
their all products requirement through tenders. Government ask for bids from several suppliers
and the most appropriate one. Governments tend to favour domestic suppliers over foreign
suppliers.

Institutions

Institutions also need products for their business. The objectives of institution are not only
generating profit but also increasing market share and return on investment. The product
purchased by these institutions facilitates them in providing services to their customers for
example schools, hospitals, colleges etc.
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1.10.1 BUYING SITUATIONS
For purchasing goods and services a firm has three buying situation i.e. straight rebuy modified

rebuy and new task buying.
Buying
Situation

Straight Modified New Task
Rebuy Rebuy Buying

Figure 1.2 Buying Situation in Business markets

Straight Rebuy

In Straight rebuy situation the firm place same order as previous without any modifications.
The items purchase in such situation is of regular need of the firm. These purchases contribute
to the bread and butter revenue firm needs to maintain a steady stream income.

Modified Rebuy

In modify rebuy a firm modify its order as per the product specification that can be price of the
product, quantity and quantity required and terms and conditions or change in suppliers etc.
The situation requires more participants in decision making of such type of purchase.
Modified rebuy occurs when firms decided to change the suppliers for better process, quality
or delivery time. This situation also occur when firms has new need for their products.
Modify rebuy need more time and efforts than straight rebuy. The firm usually knows purchase
specifications and few potential suppliers.

New Task buying

When a company buys a product for the first time the situation is known as new task buying.

There is a fair amount risky and uncertain in new task buying the firm purchased the product
first time. It also requires efforts of the buyer because the buyer has no previous experience of
such type of purchase.

1.10.2 MEMBERS OF BUSINESS BUYING

Business buying is complex in nature there are many participants involve in the process. As
one wrong purchase decisions can create a massive loss to the business.

Business Buying Process consists of five participants.

Gatekeepers: The gatekeepers are the purchase offices of organizations. The one who holds
all the information of the product which they gather form sales people and supplies. Generally
they regulate the flow of information in the organization.
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Influencers: Influencers are the Technical expert may be an engineer, quality control specialist
or well trained employees they can affects buying decision by their advice. A company used to
take advice from experts before purchase in situation of new task buying.

Deciders: The decider is the person who makes the final decision of purchase.

Buyers: The buyer is the person who executes the whole buying. The buyer negotiates, do
contract in behalf of the company and finalize the payment terms, delivery dates.

Users: The user is the person who uses the product in the organization.

1.11 BUSINESS BUYING PROCESS

The set of decisions taken by business buyer for the buying of products and services for the
business is known as business buying process.
Businesses involved in producing different products for varied customer demands.
The business buying process has eight stages.

Problem General Need Product Search of
Recognition Description Specification Supplier
[
\4
Solicitation of Supplier Order Performance
Proposal selection Specification Review

Figure 1.3 Business Buying Process

Problem Recognition

The first step of buying process is problem recognition. The solution recognized problem may
be solved by new product. The two type of stimuli responsible for creation a problem that is
the internal stimuli and external stimuli. The Internal stimulus is cause due to the ambition of
management to produce a new product or due to the damage of machine in the plant. The
external stimulus is caused by the outer environment of business. The product idea comes from
the competitor’s product or change in existing product.

General Need Description

When the identification of the need is clear the description of the need is prepared. Which
address the type and quality of product is needed. The need description is prepared by the team
of technical staff, buying team and other professionals in case of complex products. They
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prepared a detailed report of need description. The importance of features like reliability, price,
after sale service and durability are desired in the description list for product and service.

Product specification

In this stage a team of technical expert prepared a list of technical specification of the product
need for the business process. The team also determine the cost of production and other
expenses after the installation of new product.

Search of Supplier

In this step the organization searches the potential suppliers to whom order can be made. For
the purpose the list of suppliers can be made by the purchasing organization. List can be
prepared with the use of suppliers directories. The Internet also facilitates in searching or list
preparation of suppliers, the website like Alibada.com, Indiamart.com, tradelndia.com etc can
helps for the task.

Solicitation of Proposal

In this stage a written proposal were asked from the suppliers for required product. In case of
expensive and complex product purchase suppliers are asked to give a presentation on the
product. In many cases the suppliers also send their sales professional to the buying
organization with product brochures. The suppliers also arrange product demonstration in case
to new and innovative products for the purchasing company.

Supplier Selection

In this step the purchasing committee of the buying company evaluate the proposal of the
suppliers. The proposals are ranked on the basis of attributes offered. Some of the attributes on
which the purchasing organization selects the proposal are as follows

e Quality of product

e Price of the product

o Delivery time

e Communication by the suppliers
« Brand and reputation of supplier

Post sale services etc

Order Specification

It is prepared before given order to the selected supplier. The order specification contains
specifications of the product like quantity required, product price, product services, and time
of the delivery.

Performance Review

The performance review of the product is done on the feedback given by the customer.
Customer satisfaction is the most important factor in evaluating the product and supplier. The
performance review of the product can be used as the reference for future purchase decision.
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1.12 FACTORS AFFECTING BUSINESS BUYING BEHAVIOR

There are many factors that influence business buying behavior. The factors are mainly
categories into four categories i.e. Environment factors, Business factors, Interpersonal factors

and Individual Factors.

Environmental Business Interpersonal Individual

Level of demand Objectives Interest Age

Economic out look Policies Authority Education

Interest rates Procedures Status Job position

Exchange rates Business Empathy Personality
Structures

Technological Changes | System Persuasiveness Risk orientation

Regulations

Competitors

Cultural values

Environmental Issues

Social

responsibility

Table 1.2 Factors Affecting Business buying behavior by Kotler and Armstrong (2010)

Environmental influences

Business customers are deeply affected by the economic and environment factors like primary
demand, cost of money, competition, economic, political, social, and technological.

Some environmental factors like shortage of raw materials, switching of suppliers for eco
friendly products. Business regularly monitors government regulatory policies regarding
business. The economic factors that business needs to observe are production level of the
company, shareholder investment customer spending, interest rates and exchange rate
fluctuations.

Business influences

Businesses are having their own objectives, policies, procedures, business system and
structure. A business need to frame all above aspects as per their target customers. Business
should set their objectives as per the resources and market conditions. The policies of the
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company should made in such a ways it facilitates the customer transaction any policy that
leads to a situation of customer disappointment can cost heavily to business. An incorrect
business procedure can lead to wastage of valuable resources. The procedures must plan in a
way that ensures the optimum utilization of resources. Business structure build more complex
leads to lack of coordination in the business, Business system need to be simple that facilitates
better connectivity in the organisation. Business system needs to be upgraded regularly, it is
fairly necessary for the business that they should adopt new technology and customer friendly
method for an effective business system.

Interpersonal or group influences

Business buying decision is a group activity. The participants of buying centre influence each
other. It is difficult to specify and determine every individual role in the process. The factors
like interest, authority, interest, empathy and persuasiveness play a decisive role in decision
making related to buying, while taking decision interest of the organisation should be the
supreme agenda of the all team members participated in the buying process.

Individual influences

Participants of the buying centre have their personal factors like age, education, personality;
job position and risk taking ability that have a deep impact on the decision of the company.
Apart from this the buying style of the buyer like in-depth analysis of the proposal, used
intuition or do negotiation also influence the purchase decision of the company. The evaluation
of each individual will influence the group decision. The group need to take decision keeping
in view the risk involved in the decision.

4" |Check Your Progress- B

Q1. Explain the business buying behavior.
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Q5. State whether the following statements are true (T) or false (F):-

i.  Straight rebuy is a business buying situation.
ii.  Government also buys product from business markets.
iii.  User is not a participant in the business buying process
iv.  Business policies of a company have nothing to do with business buying behavior.

1.13 SUMMARY

The study of consumer behavior helps marketers to understand their target customer better.
They will able to predict their behavior in the market place. The marketers can able to know
not only what consumer will buy but they can also evaluate when, how and from where they
buy the products. The chapter provides deep understanding regarding different factors that
influence buying behavior in consumer and industrial market. The factors like cultural, social,
personal and psychological affect the individual purchase and the factors like environment
factors, business factors, interpersonal factors and individual factors affect the business
purchase. The knowledge of consumer behavior is vital for marketers for doing strategic
planning in marketing. Every strategy either consumer market or in business market framed to
win consumers and knowing customers is the most vital business requirement in today’s
scenario.

L 1
‘,‘,@
O
_-”

_ g‘? 1.14 GLOSSARY

Attitude- A learned predisposition to behave in a consistently favourable and
unfavourable manner with respect to the given object.
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Diffusion of Innovation- The frame work for exploring the spread of consumer
acceptance of new products throughout a social system.

Family life cycle- Classification of families into significant stages that are Child,
Teenager, Young Adult, Young Couple, Young Couple with baby, Growing family,
Empty nesters and Elderly.

Psychological factors- The intrinsic characteristics of an individual such as
personality, buying motives, life style attitude and interest.

Reference Group- A person or a group that serves as a point of comparison for an
individual in formation of general or specific values, attitude or behavior.

Sub culture- A distinct cultural group that exists as an identifiable segment with in
large and more complex society.

Target market-The selection of a distinct market segment for doing business.

Social Class- The division of members of society into hierarchy of distinct status
classes i.e. high class, higher middle class, middle class lower middle class, and lower
class.

1.15 ANSWERS TO CHECK YOUR PROGRESS

Check Your Progress —A

Answers
i. True
ii. False

iii. True
iv. False

Check Your Progress —B

Answers

i. True
ii. True
iii. False
iv. False
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? 1.18 TERMINAL QUESTIONS

Q1. Explain how consumer buying behavior is different from business buying behavior?

Q2. As a purchase head of a company how will you supervise the purchasing of a new
packaging machine in the company?

Q3. Explain how the study of consumer behavior helps in formulation of consumer
behavior?

Q4. What is diffusion process? How it is different from adoption process?

Q5. Explain how an individual involve himself in buying behavior process for purchasing
a new phone.
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UNIT 2 CONSUMER BEHAVIOR AND MARKETING
STRATEGY

2.1 Introduction

2.2 Objectives

2.3 Meaning of Marketing Strategies
2.4 Objectives of preparing Marketing Strategies
2.5 Market Segmentation Strategies
2.6 Positioning Strategies

2.7 Marketing Mix Strategies

2.8 Product Strategies

2.9 Pricing Strategies

2.10 Place Strategies

2.11 Promotion Strategies

2.12 Summary

2.13 Glossary

2.14 Answer to Check Your Progress
2.15 Reference/ Bibliography

2.16 Suggested Readings

2.17 Terminal & Model Questions

2.1 INTRODUCTION

In the previous unit you learnt about the concept of consumer buying behaviour, buying
process, factors affecting buying behaviour in Consumer and Business market both. In this
unit, you will study about different marketing strategies that company made for smooth
functioning of business. Marketing strategies can only be successful if they are made
according to the target customers. The major marketing strategies that a company made are
market segmentation, positioning, product strategies, pricing strategies, placement strategies,
and promaotion strategies.

Marketing strategies are generally formed on customer belief. Marketing strategies based on
obvious consumer assumptions and research are likely to be successful than the decisions
based on guess work. It reduces the risk of failure of strategies in the market.
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2.2 OBJECTIVES

After reading this unit you will be able to:

e Know the concept marketing strategies.

e Know the influence of consumer on marketing strategies.
e Know the framework of Market segmentation strategies
e Know product positioning strategies

e Know the formulation of marketing mix strategies

2.3 MEANING OF MARKETING STRATEGIES

Marketing strategies are the plans or tactics that a company made in order to achieve the
Marketing objectives or goals. The company’s marketing objectives can be market share
leadership, profit maximization, brand building, enhancing customer satisfaction etc. Or in
other words, Marketing Strategy is an integrated set of choices for a firm to create and
capture customer value over long periods of time. It allows company to focus on resources to
grab the opportunities to increase sales and achieve growth.

Definition by Phlip Kotler

“Market strategy lays out the target market and the value proposition that will be offered
based on an analysis to the best market opportunities” The meaning of the definition is that
the marketing strategy point out the values that we need to offered to the target market to
meet the opportunities of the market.

2.4 OBJECTIVES OF PREPARING MARKETING
STRATEGIES

Marketing strategies are prepared to address the following aspects;

e Marketing strategies enables company ready for the changing business
environment.

e Marketing strategies enables company for the fulfilment of the marketing
objectives.

e Marketing strategies enables company to have a better understanding about the
target market.

e A good product strategy enables company to have more customer friendly
product.

e A good pricing strategy enables company to have more customers’ affordable
product.

e A good promotion strategy enables company to have better communication with
customers.
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e A good placement strategy enables company to provide more convenience to
customer for product purchase.

2.5 MARKET SEGMENTATION STRATEGIES

Market Segmentation is a marketing strategy in which whole market is divided into small
similar segments. Customers of each segment exhibits similar kind of behavior.

Definition

According to William J Stanton “ Market segmentation consist of taking the total
heterogeneous market for a product and divided in to several sub-markets on segments each
of which tends to be homogeneous in significant aspects.” The meaning of this definition is
company need to divide the whole market in to small segments which are similar in nature.

2.5.1 BASES OF CONSUMER MARKET SEGMENTS
Market segmentation can be done through two ways in Consumer Market

1. Customer Oriented Segmentation
e Geographic Variable

e Demographic Variable

e Psychographic Variable

2. Product Oriented Segmentation
e Occasion of use

e Product Benefits

e User Status & Usage

e Loyal Status

Customer Oriented Segmentation

e Geographic Variable Market can be segmented on the basis of geographic location
of the customer; the prospective customers can be located in local, state, regional or
national markets. The reason behind this the customers living in same place show
similar buying behavior. The customer lives in same places has similar needs and
wants from those who lives in different places. For example the demand of woollen
clothes is more from areas that have cold climate. In case of retail stores and private
sector banks, geographic location important considerations. Here, urban areas are
preferred for opening new outlets and branches.

Geographic Variables and Market Segment

S no. Geographic Market Segments
Variables
1 Region Asia, Europe, Australia, USA and other
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2 City Population Under 25,000; 25,001-100,000 ;
100,001- 500,000 Etc.

3 Location type Urban, Suburban and Rural

4 Climate Hot, Cold, Sunny, Rainy, Cloudy etc.

Demographic Variable: Demographic variables of the customers such as age,
gender, income, occupation, education marital status etc. are also used as a basis for
market segmentation. Customer of same age and gender groups has similar likes and
dislikes. Similar income level persons use to purchase similar types of products and
brands. For Example (Females are more interested in latest fashion products, while
males are more interested in latest technology products) Demographic segmentation is
easy way of doing segmentation. Demographic information is often most accessible
and low cost way to identify target market because most published data including
census data are expressed demographic terms.

Demographic Variable and Market Segment

S. no. | Demographic Variables | Market Segments

1 Income Under Rs 20,000; Rs. 20,001- 40,000; Rs.
40,001-60,000; over Rs. 60,000 Per Month

2 Age Age under 20, Age 21-40 years, Age 40- 60
years, Age 60 years and above.

3 Gender Male and female.

4 Family life cycle Young person, Young unmarried, Young

couple with no children etc.

5 Social class Upper class, upper middle, lower middle,
upper lower, etc.

6 Education High Secondary Schooling, High School
Graduate, Post graduate.

7 Occupation Professional, Manager, Clerical, Sales,
Student, Homemaker, Unemployed Etc.

8 Ethnic background African, Asian, European, etc.

Psychographic Segmentation

Psychographic segmentation focuses on grouping customers according to their buying
psychology. Many companies market their products based on attitude, life styles and
personality of the target market. Psychographic segmentation includes variables such
as personality, life style and values.
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In other words psychographic segmentation can be done by dividing the population in
groups having similar psychological characteristics, such as Personality Values, and
lifestyles.

Psychographic Segmentation and Market Segments

S.no | Psychographic Segmentation | Market Segments

1 Ambitious, Self-confident,

Personality Aggressive, Introverted,
Extroverted, Sociable Etc.

2 Activities  (golf and travel);

Life-style interests(politics and art); opinions

(conservation and capitalism)

3 Strivers (who focus more on
material and professional goals),
Devouts (who consider tradition and
duty very important), Altruists (who
are interested in social issues),
Intimates (who value close personal
relationships and family highly),
Fun seekers (who tends to be
younger and usually male), and
Creatives (who are interested in
education, knowledge, and
technology).

Values

Product Oriented Segmentation

Occasion of Use: The product promotes by the company in way that it may only be
used for specific occasion. For Example Company can promote their health drink on
any occasion of breakfast, lunch or dinner.

Product Benefit: The customers can also grouped customers on the basis of benefits
that they get from the product. For Example Customers of tooth paste can take
benefits like Oral freshness, germs protection, whiteness of teeth, strong gums etc.
User Status and User Rate Company can group their users into many categories on
the basis on their user status like regular user, potential user, ex user non user.

Users are also classified on the basis on their capacity of consumption that is called
user rate for example light user heavy user etc.

Loyalty Status consumers can be categorized on the basis of their loyalties towards
brands; it is found that loyalties towards brand differ from customer to customers.
Like few customers are hard core loyal, few are split loyal some of them are shifting
loyal and switchers.
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2.5.2 BASES OF BUSINESS MARKET SEGMENT
Business market are segmented with several variables few of them are common that are
applied in consumer market segmentation, such as geographic, benefit sought and usage rate.

The demographic variables are the most important, followed by the operating variables.

Demographic Variable
e The firm can segment their market on the basis of type of industry, location and size
of the company in business market

S no. | Demographic Variable | Market Segments

1 Industry Type Government Sector , Semi
government Sector , Private
Sector Industry

2 Location Local, Regional, National,
Global.

3 Size of Company Large scale, Medium Scale,
Small Scale

Operating Variable

e In operating variable segmentation a marketer need to focus on the, the status of the
user and customer capabilities.

Sno. | Operating Variable Market Segments

1 User Status Heavy users, Medium users,
Light users, or Nonusers
2 Customer’s Capabilities | Need Many Services or

fewer Services.

Purchasing Approaches

e In this type of market segmentation the marketer segment the market with respect to
purchasing system, power structure and purchasing criteria.

S no. | Purchasing Market Segments
Approaches

1 Purchasing System Centralized purchasing or
Decentralized purchasing

2 Power Structure Engineering driven,
Financially driven, Marketing
driven etc.

3 Purchasing Criteria Price  Conscious, Quality
Conscious and Service
Conscious etc.
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Situational Factors

e Market segment on situation factors concern time of delivery and size of order.

S no. | Situational Factors Market Segments
1 Delivery Time Quick, Slow or Sudden
2 Size of order Large order or Small Order

2.5.3 EFFECTIVE MARKET SEGMENTATION
Companies need to understand that all segments are not useful for them. A company needs to
pick the segment on the basis of following factors.

e Measurable: The characteristics of the segment like size, purchasing power, can be
measured.

e Substantial: A marketer needs to focus on the largest homogeneous group of buyers.
The selected segment should ensure profit and substantial growth in future.

e Accessible: The firm should carefully select those segments which they can reach and
serve effectively.

e Differentiable: Two different market segments should respond differently to
different marketing offers. If both segments respond identically to an offer, than they
should not be considered as separate segments.

e Actionable: A market segment must be structured in such a way that effective
programs can be formulated for attracting and serving customers.

2.6 PRODUCT POSITIONING STRATEGIES

The product position is defined as the product’s image in the customer’s mind relative to
competitors’ products and brands.

Product positioning is the marketing strategy that emphasized a certain market segment by
acquiring a position in customers’ mind.

Markets has different segments, each have certain common product preference to the quality
desires, price affordability, attributes needed and one time quantity bought.

“Product positioning involves consumer’s requirement pre-packed in products and
offered.”

2.6.1 FACTORS AFFECTING PRODUCT POSITIONING
There are four distinct variables that affect the product positioning.
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Product: It really depends on, how customers value a product or give importance to a
certain product or product category. It means nature of product affect product
positioning.

Company: The Company’s profile directly influences the product image in market.

Better company’s profile leads to product success.

Competition: Customer tents to compare products with the dominant brand in the
segment. Competition has a deep impact in product positioning.

Consumer: The product position is based more on customer perception than
evaluation. The firm need to understand customer preference and address it into the
product.

2.6.2 POSITIONING THROUGH DIFFERENTIATION

Product positioning can only be effective if it differentiate product from the competitors’
product in a meaningful way. The product need to be perceived different from competitors’
product even if it provides similar utility and possess same features.

Few differentiating aspects are:

Differentiating through Product: It can be done by differentiating in offer through
change in Form, Feature, Performance, Durability, Reliability, Reparability, Style or
Design of the product with respect to competitors.

Differentiating through Services: It can be done by differentiating in offer through
services like ordering of product, delivery, installation and training or consulting with
respect to competitors.

Differentiating through Personnel: It can be done by differentiating through
personnel’s characteristics like competence, courtesy, credibility, responsiveness or
communication with respect to competitors.

Differentiating through Channel: It can be done through differentiating in coverage
through distribution channel of the product with respect to competitors.

Differentiating through Image: It can be done by differentiating through creating
symbols, media, atmosphere or events.

2.6.3 STRATEGIES OF POSITIONING

Category Related Positioning

When basic product segment is having many competitors in the market, the marketer
positions the same product in other category. The product attributes match the
consumer expectation from that category. For example Renault Duster is launched in
LUV (light utility vehicles) category.
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Benefit Related Positioning

Most of the successful products provide one or two benefits to the customers.
Product’s Brand franchise are been created around these benefits. Brand Colgate is
positioned as toothpaste for strong gums while Brand Close up toothpaste is
positioned as toothpaste for oral freshness.

Positioning by Usage Occasion and Time

Product can also be positioned through differentiating strategies, when a company
positioned its product through usage pattern. For example Knor Noodles are
positioned as an evening snack for children.

Price- Quality Positioning

Before purchasing products customers compares the products on price-cum-quality
and decides which is most suitable for their need. Due to certain buying behavior of
customers company positioned the product on different price level. For Example Sony
Televisions are positioned as a high prices high quality product.

2.6.4 MAJOR POSITIONING ERRORS

Under Positioning

Under positioning is a scenario when the company’s brand is seen as just another
product in highly competitive and crowded market place.

Over Positioning

This type of positioning errors happens when the company’s brand is over positioned
in market and customers may feel that a particular brand is quite expensive or not
affordable.

Confused Positioning

When a company launched too many brands in the same market and changing the
brand positioning too frequently, that leads to confusion in consumer’s mind this
scenario known as confused positioning.

Doubtful Positioning

When customers are doubtful whether the product’s features, design etc will serve the
purpose or not, such type of positioning error is known as doubtful positioning.
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Check Your Progress-A

Q1. State the meaning of Marketing Strategy?

Q5. State whether the following statement are true (T) or false (F):-

i.  Positioning can be done through product differentiation.
ii.  In demographic segmentation the market is segmented on the basis on consumer life
style, perception and values.
iii.  An effective marketing strategy provides competitive edge in the market.
Iv. Over positing of the product is a positioning error.
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2.1 MARKERTING MIX STRATEGIES

The marketing mix refers to the set of strategies that a company uses to promote its product
in the market. The term ‘Marketing Mix' was first used in 1953 by Neil Borden, in his
presidential address at American Marketing Association USA.

The concept further developed by J. McCarthy stating Marketing mix strategy is the
combination of four elements i.e. product, price, place, promotion. A company can devise
their marketing mix strategies with a right combination of 4 P’s i.e. Product, Price, Place and
Promotion with respect to the target customers. A company’s offer can be changed by
varying the mix elements for different types of customers. For example a high end brand can
increase the focus on promotion rather than price.

‘/' N
Product Price
. Tarket
Market
. J
Place Promotion
W,

Fig 2.1 Marketing Mix

2.8 PRODUCT STRATEGIES

A product is a company’s offer may be goods, services, or an idea to their target customer. It
can be tangible or intangible that means a company can offer goods, services or combination
of both to their target customer for their need satisfaction.

A customer wants products to satisfy their daily needs. A product provides physical comfort
and psychological satisfaction both.

The examples of Products:

e Goods like Clothes, Motor bikes, Car, Televisions, Mobile phones etc.
e Services like Hotels, Health care, Logistics and Transportation, etc.

The product in modern era is not only a good or a service it is the combination of many
things i.e. brand name, quality, features, after sale services and other associated attributes. A
consumer looks for all these items in a product.
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2.8.1 PRODUCT QUALITY

Quality is an aspect of product that contributes immensely to the satisfaction of the customer.
A company really needs to understand the level of quality that a customer desire in a product
and addressed it in the product as customer demanded. For Example a television
manufacturer must understand the customer criteria for quality i.e. screen size, sound quality.

It seems that best quality products are having higher prices. Many customers can not afford to
purchase premium products. They take decision considering on the expenses they need to put
in i.e. purchase cost, cost of using and maintenance cost. For example In case of cars the
expenses are, price of car, running cost, and Maintenance cost.

A manufacturer always strives to deliver best possible quality products at affordable price to
their customers. Only a good quality product may ensure large sales and good customer
relations. Company’s investment for quality improves its reputation in market and ensures
repeat purchase.

2.8.2 PRODUCT DESIGN

It is the conversion of intellectual wisdom, company’s requirements and customer’s needs
into a product. It is the combination of science, art and technology. Designers conceptualize
the whole idea of the product and transform it into reality. A product design indicates product
utility and attractive looks.
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Figure 2.2 Product Design
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Product design includes form design, functional design, package design, and product research
and product development.

Form design is the shape and looks of the product.

Functional design consists of the functioning of the product.

Package design consists of outer product packaging. It is essential that packaging
protect product from damage, it need to attractive and provide ease to customer to
handle the product.

Product Research is to generate idea from the different sources i.e. from customers,
employees, competitors, trade partners and other sources. Idea needs to transform into
meaningful product.

Product development includes final designing, production of product, testing of
product and test marketing.

2.8.3PRODUCT FEATURES

The features are the attributes of the product which are the integral part of product. Product
having latest features wins the customer choices in the market place.

Product features are:

Tangible Features: The tangible features of product are color, size and shape.
Normally made of stuff like metal, plastic or wood.

Intangible Attributes: The products that are intangible in nature are called service.
One can only feel it. The service products like Healthcare, Education, Banking,
transportation etc. are few examples of it. Services can be bought exclusively or it can
associate with the physical products for example after sales service of a car.
Association Features: Products have associated features like brand name, warranty,
credit facility, free delivery etc. For example Procter and Gamble have different
brands like Tide, Ariel, Head and Shoulders, Bajaj Electricals and Home appliances
provide warranty with their products, Dominos Pizzas provides free home delivery of
customer orders and Online retailers like Amazon and Flipkart provides emi facilities
to their buyers.

Consumer Satisfaction: A successful product satisfies both needs of the customer
physical and psychological. For example dining in an expensive restaurant or staying
in a five star hotel provides both physical and psychological satisfaction to customers.
Business Need Satisfaction: Every product should fulfill the basic business need that
is to generate profit. The product should also fulfill the basic need of an individual
that is satisfaction.
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2.8.4 BRAND
Brand is a unique identity created by the company at market place and also in customers
mind. A brand creates an emotional association with target customers. A brand can be
defined as name, sign, symbol or special design or combination of all elements.

e What brand delivers?

e Why the brand is appropriate to them?

e How the brand is different is from the other similar products available in market place

manufactured by the same company or by competitors?

A brand is a promise of a company to deliver specific benefits or attributes to the user.

Every brand stands for a specific level of quality that a customer gets irrespective of the fact
from where the brand is purchased.

A good brand also reflects.

Value: Brands are created on values that are governed by producers. The values of producers
are reflected in their brands. For example Tata stands for quality products and ethical
business practices.

Culture A brand also symbolizes a certain culture. For example Mc. Donalds Burger and
Coke is an icon of American Culture while Amul Lassi represents Indian culture.

Personality A band projects a personality in front of customer. This is how company wants
customers to perceive brand been an animal or an object or a person. For Example MRF tyres
like to be perceived like a muscle man (Pahelwaan).

2.8.5 PRODUCT SUPPORT SERVICE

Most company put greater emphasis on customer services, now product support services act
as major tool for having edge over competitors. A company should design its after sales and
support services to satisfy their customer needs.

Almost every company is using internet as a tools for providing customer support services.
Use of websites, telephone help lines, service centers and mobile phone application help
companies to facilitates customers for easy access to their services. Product services
enhanced satisfaction of customer.

Technique of Product support services

Connect with Customers: A company should stay connected with customer for an effective
product support services. Never ignore the customer phone calls.

Provide customers the support they needed: Support customers regarding installation,
operation and maintenance of technological for sophisticated products. Like Computer,
Laptops and Mobile and SIM cards.

Effective exchange services: A company should exchange products found damaged or
defective and make customers feel comfortable.
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Complaint register system: There should be an effective complaint register system in the
company. A company can register through websites, through call centers via telephones. A
problem should be resolved quickly.

Ensure Customer feedback: Company should ask for feedbacks from the customer
regarding their products and services. These feedbacks help companies to do necessary
changes in the company’s product and provide better customer satisfaction.

2.9 PRICING STRATEGIES

Pricing is the most important decision for a company. Pricing is only one element of
marketing mix result generation of revenue. While other element i.e. product place and
promotion incurred cost. Product price should be fixed in such a way that it should be
perceived reasonable to customers.

Price of the product which company charged includes delivery charges, cost of guarantee or
warranties, discount, service charges and other items that are part of product at the time of
sale.

2.9.1 FACTORS TO CONSIDER WHEN SETTING PRICES

Marketing Objectives A company can have several marketing objectives like Market share
leadership, profit maximization, brand building and product quality leadership. Each stated
objectives have different pricing strategies. For example objective of profit maximization is
achieved through charging high price for the product. Whereas by charging competitive price
market share leadership can be achieved.

Marketing Mix Strategy: Pricing of the product must be aligned with other marketing mix
elements i.e. product, place and promotion. Pricing must complement the product design,
distribution and promotion for an effective and steady marketing program. For example a
company is having long distribution channel for sales, support and promotion of their product
than there should be enough margin for all middlemen.

Costs: Cost sets a benchmark for a company to set price for a product. The company should
charge the price which covers all the costs i.e. Cost of producing, distribution & promotion
cost and good rate of return on investment, efforts and risk.

2.9.2 EXTERNAL FACTORS AFFECTING PRICING
The demand of product- Price of the product directly depends on the demand of the product
in the market. More the demand of the product higher will be the price.

Competition- Companies need to study the prices of the competitor’s product. To avoid
direct competition firm may decide to charge slightly lower or higher from the competitor’s
product to gain product differentiation in market place. A company having good brand value
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can charge higher price for the product to make it sufficiently different from that of the
others. The strategy is known as prestige pricing.

Customers- The purchasing power of the customer plays a very important role in setting the
product’s price. The paying capacity of the customer depends on their disposable income and
economic condition therefore marketers need to set price according to the paying capacity of
the target customer.

Suppliers- The price and the supply of the raw material have a major impact on the price of
the product. Cost of the raw material deeply affects the cost of production. Therefore before
setting the price of the product company must consider the cost and supply of raw material.

2.9.3 PRICING METHODS
Cost Based Pricing

In this method the selling prices is derived by adding a fixed percentage of cost in the total
cost of the product. For example if cost of production of a product is Rs. 100 and producer
decide to earn 20 % profit then the selling price will be 120 (100 + 20%= 120).

Break-even Pricing

Break even pricing is a method in which prices of a product set on a point on which business
will earn no or zero profit. The strategy is applied to sell the product at lowest possible prices
to gain market share.

Calculation of Break even pricing

e BE= Fixed Costs/Contribution (SP-VC)

e Example — Meal — SP = Rs20, VC = Rs8

e Fixed costs are Rs2400 a day

e BE=Rs2400/Rs12 =200

e Need to sell 200 meals @ Rs20 to break-even

e VC =40%, contribution = 60%

e BE =Rs.2400/.6 = Rs.4000

Value-based Pricing

In this type of pricing method the price of a product is set on the perceive value of the
customer. In this type of pricing, company do not refer cost of production and competitor’s
price. The objective of this pricing method is to align price with value delivered.
Competition-Based Pricing

The competition base pricing is set by the company to compete with the competitor’s
product. Competition based pricing method is used where there is ferrous competition in the
market and all products perceived similar in nature.

2.9.4 PRICING STRATEGIES FOR DIFFERENT PRODUCTS
Pricing Strategies for New Product

e Market Skimming
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Market skimming is a strategy in which a company set a high price for a new product
in market place. The objective behind this strategy is to skim maximum revenue from
the target market. High product pricing results low sales but profit margins are very
high.

For example: Every new product launched by Apple Inc. is priced very high.

Market Penetration

Market penetration is a strategy in which a company set a low price for a new product
in market place. The objective behind this strategy is to attract a large number of
customers of the target market. The strategy enables company to capture a big market
share and made tough for other companies to enter in the market.

Pricing Strategies for Existing Products

Product-Bundle Pricing

Bundle product is to combine many products and offer to the customer for sale. The
bundle product is common in IT and software industry for example (Microsoft Office
Automation tools bundle many application software), in cable television industry the
strategy wide used the channel subscription offer in bundle and one price is charge. A
bundle of products is sometimes referred to as a package deal. Price-bundling reduces
price competition because it very hard to identify the cost of different components.

Price-Adjustment Strategies

Volume Discount: Companies offers discount on price of the product when customer
purchase product in large volume. The strategy is known as volume discounts.
Strategy encourage customer to purchase higher quantity of product in single
purchase.

Discounts Based on Time of Purchase: Companies offers discount on price of the
product when a product are been purchase in a specific time like last week of the
month, in end of season for product, purchased in slow hours of the day. Strategy
encourage customer to purchase products when company anticipate very low sales.

Discriminatory Pricing: When a company offer same products at different prices to
different customers the strategy is called discriminatory pricing. Such pricing strategy
is used to provide discounts or price offs to the loyal customers only.

Promotional Pricing

Promotional pricing is a temporary pricing strategy in which company offer products
to customer at below list price and sometimes below cost. The idea behind this
strategy is to increase short term sales of the product.
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2.10 PLACE STRATEGIES

Place considered as the location where the customer purchased the product. It is more often
referred as the distribution channel. It includes the physical store or outlets where customer
purchased products, as well as the online store on the internet.

Products are produced for the customers and it need to be available at a place where they
access easily. For example products are manufactured at the factories and companies made
them available at stores near you. This involves a chain of individuals and institutions like
distributors, wholesalers and retailers who constitute firm’s distribution network (also called
a channel of distribution).

Marketing Channel: It can be defined as the system of independent institutions that are
mutually agree to promote and flow of products with ownership title from manufacturers to
the ultimate consumer for consumption.

Marketing intermediary: Wholesaler or retailer that operates between producers and
consumers or business users are called as intermediary

Wholesaler: Marketing intermediary that takes title to goods and then distributes these
goods further called as wholesaler.

2.10.1CHANNEL STRUCTURE

Channel structure is differentiated on the basis of the number of intermediaries between the
manufactures and the ultimate customer. There are different levels in a channel structure. The
common levels are zero-level, one-level, two level, and three-level as. Each level presents
both opportunities and challenges for the marketer.

Zero-level One-level Two-level Three-level

Manufacturer Manufacturer Manufacturer Manufacturer
v Agent

Wholesaler l

v Wholesaler

Retailer
v ¢
Retailer Retailer
Consumer Consumer Consumer Consumer

Fig 2.3 Figure Channel Structure
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Zero-level: This type of structure is most basic form of channel structure. This type of
structure is adopted by organizations like Eureka Forbes use direct selling mode.

One-level: This type of structure facilitates only one intermediary acting as a link between
the manufacturer and the consumer. The companies associated with big retailers like
Walmart, Big Bazzar etc adopted this type of channel structure.

Two-level: Channel has two people mediate before the product reaches the consumer.

Three-level: When a manufacturer enters another country, it always holds well when he uses
the help of agents to operate in that environment. The structure is used in such situation.

2.10.2 WORK PERFORMED BY MARKETING CHANNEL

Marketing channel can provide efficiency to the company in distribution of product to target
market through their experience, specialization, through their contact and scale of operation.
The intermediaries always offer the more reach to their customers than it can achieve in its
own.

Functions of Distribution Channel

» Distribution channel gather information related to market i.e. information about
customers, competitors and other players of the environment.

» They communicate product information and offers to the customers.

» They contact to target customer and persuade them to purchase.

» They negotiate price and other terms and conditions with customers to generate sales.
» They place product orders on behalf of customers.

» They provide funds for inventories at different level in the channel.

» They ensure forwards movement of products towards customers.

» They supervise the actual transfer of product ownership.

2.10.3 CHANNEL DESIGN DECISION

A company needs to design different channels for different markets. The decision of
designing the channel should be based on the market response, market conditions and local
market opportunities. Designing a right channel can be challenge for a company, but greater
challenge might be to convenience the channel members to handle the product lines on the
company’s terms and conditions.

Designing a channel system involves four steps
* Analyzing the customer needs
» Establishing channel objectives
» Identifying major channel alternatives

» Evaluating major channel alternatives.
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Analyzing the customer needs For designing a channel strategy company required to
understand the customer needs through level of service desired. It means the company needs
to identify the amount of services a customer needed.

Lot size: Units purchased by customer on one occasion.

Waiting time: It is the average time a customer of that channel is ready to wait for a product.
Convenience: It is the level of ease that a channel option provides to customer at the time of
purchase of product.

Product variety: The range of product provided by the channel to customers.

Service backup: It is the product related services provided by the channel to customer.

Establishing channel objectives
» The channel objectives should be stated in terms of targeted service output level.
« Channel Objectives vary with product characteristics.

» Channel Design must take into account the strength and weakness of different types
of intermediaries.

» Channel Design must adapt to the larger environment.
Identifying major channel alternatives

* Types of Intermediaries: Company needs to identify the various intermediaries’
options that are available to perform the channel works. Such as Sales Force, Agents,
Distributors, Dealers, Direct Mail, telemarketing and internet

* Number of Intermediaries: Companies need to decide the strategies of intermediaries
to use at each level.
There are three major strategies available:
1. Exclusive distribution: In this type of strategy the company decides to appoint only
one or two exclusive intermediaries at a business location. The strategy can enable
company to provide good service quality to customers.

2. Selective distribution: In this type of strategy the company decides to appoint few
selective intermediaries at a business location. The strategies are effective when the
company’s product need less service support and having big market. This strategy
enables company to stand firm against the competitions.

3. Intensive distribution: In this type of strategy the company decides to appoint many
intermediaries at a business location. This type of strategy is perfect for the mass
market product and where product is very standardized in nature.

Terms and responsibilities of channel members
The main elements in the terms and responsibilities for channel members are:

e Price policy: A company needs to prepare the price list of all traded products and
schedule of discounts of the same.

Unit 2 Consumer Behavior and Marketing Strategy Page 43 of 445



MS 503 Consumer Behaviour Uttarakhand Open University

e Condition of sale: A company needs to discuss the terms of payment, discount, and
incentives of channel members.

e Distributor’s territorial rights: A company needs to decide and discussed about the
territorial rights of channel member.

Evaluating major channel alternatives

» Economic Criteria: Every channel option has different level of sales and cost. In this
highly competitive market the companies who successfully switch their customers
form the higher cost channel to lower cost channel without losing customers and
revenue will be the winner in long run.

» Control and Adaptive criteria: There are different problem in different types of
intermediaries for example a sales agency causing a control problem, an agent may
not be technically sound. Deploying own sales force can be very costly affair. To
develop an effective channel, members of channel must make some degree of
commitment to each other for a specified period of time.

2.11 PROMOTION STRATEGIES

Promotion is to communicate with individuals, groups or organisations directly or indirectly
for the exchanges of company’s information regarding products and to persuade one or more

audiences to accept company’s products.

Promotion is used in stimulate the recipient’s feeling beliefs or behavior through any form of
communication. Promotion are done for target market groups, trade contract, opinion
formers, government, local national and international politicians, channel members,
employees, other professional bodies associations or policy makers, stock holders, general
public, competitors.

Promotion is a communication process and has its own mix of variables (advertising, sales
promotion, direct marketing, public relations, and personal selling) that company use for
effective promotion of their products. A marketing manager must know the right combination
of above promotion mix to make an effective promotion plan. A promotion plan frame in
such way that it reach to their target customers.

2.11.1 ADVERTISING

Advertising is paid form of non personal communication regarding the company or its
products that is transmitted through mass medium to a target group. Advertising is very
appropriate where there are many buyers severe competition in market or when new product
is launched in market.

According to J.E. Littlefield

Any paid form of non personal presentation and promotion or ideas, goods or services by an
identified sponsor

Types of Advertising Media
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A company can advertise their products in the various media. Selection of media depends on
the advertising budget, nature of massage and target group. The various media options are:
Press and Newspapers, Magazines, Television, Cable TV, Outdoor, Cinema and Internet.

2.11.2 PERSONAL SELLING

According to ‘American Marketing Association:
“Personal selling is oral presentation to a buyer for the purpose of making sales”.

Personal selling is a face to face communication between seller or its representative and
buyers with an objective of selling of products. Sales representative contact potential
customers give product presentation to them and ask for orders. Personal selling is quite
useful in Industrial marketing other sectors like Banking, Insurance, Consumer durables etc.

Personal Selling Process:
There are seven steps of personal selling process

e Prospecting: The prospecting means developing a list of potential buyers for
company’s product.

e Pre-approach: Pre-approach is to analyse the information and understand it as much as
possible before approaching the buyer.

e Approach: The approach is the actual contact of the sales professional with the
prospect buyer.

e Sales presentation: The sales presentation is a product presentation given by the sales
representative to the prospect buyer that addresses the solution to the identified needs
and wants of the prospect buyer.

e Handling objections: Sales professional handle the objections of potential buyers
during presentation try to address and overcome them.

e Closing sale: Closing the sale means the sales representative can ask for order.
Representative should also ask about the preference of buyer regarding product i.e.
model, colour, quantity needed, time of delivery etc.

e Follow up: After an order is received, to the buyer the sales representation should
ensure the correct delivery of product, one should make sure that the product received
by customer should proper condition, at the right time, installed properly, etc.

2.11.3 PUBLIC RELATIONS/ PUBLICITY

A Public Relations is one of the major mass promotion tool used by the company to maintain
good relationship with the stake holder of the company i.e. customers, employees,
stockholders, government officials & institutions, suppliers and society.

Public relation is non paid non personal communication tools which a company used for
product promotion.

In Comparison to advertising, personal relation is a non-paid form of a non personal
communication regarding company and its products that is broadcast through a mass media.

Public Relations perform the following five functions:
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e Press relations: Publishing of news and information about the company in the
most positive way.

e Product publicity: Sponsoring shows and other events to publicize specific
products.

e Corporate communication: Corporate communication is the company’s promotion
through internal and external communications.

e Counselling: The counselling to address the public regarding company’s position
during good times and crises

Various Public Relations Tools:

The various public relations tools that a company uses for its promotion are: News articles
and press releases, speeches company’s employees, special events, written material
(Brochure, Leaflets Etc.), audio visual material (short films), corporate identity material
(Logo, business Cards, stationary etc.), public services activities.

2.11.4 SALES PROMOTION

Sales promotion is an act of offering of additional value or incentive to the customers. These
incentives are given to the customers with the product or distributed through the
intermediaries and sales persons. These incentives can be in the form of discounts, coupons,
free sample products, free gifts etc.

Sales promotion is effective tools for creating awareness regarding product in the market. It
influences customers to purchase a particular product. The sales promotion are the offers
provided to final customers and intermediaries with the objective of achievement of short
term sales targets. Sales promotion can fall in to two categories

e Trade promotions: Trade promotion offers are those offers which are directed towards
the channel partners (Retails and whole sellers).

e Consumer Promotions: Consumer promotions offers are those offers which are
directed to the final consumers by the company.

Methods of Sales Promotion

e Rebates: A rebate is a return a part of price to customer. The company offered
rebate to customer. It is generally offered to the customer who presents the coupon
and purchase proof to the company.

e Coupons: The coupon reduces the product price by few rupees by coupons at the
time of purchase. These coupons are available to customers through newspapers,
magazines, direct mail, online, games shows, and quizzes contests.

e Samples: A sample is a free product given to customers to encourage trial. These
fee samples offered to customers through online coupons, direct mail, or in stores.
This is a very expensive sales promotion technique.

e Premiums: A premium is a gift that a producer offers the customer in return for
using its product.
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e Trade Shows. A trade show an exhibition of a specific industry’s products and
services for the dealers. It facilitates manufacturers and wholesalers to show their
latest products to retailers. It is designed to create awareness and interest in
customers regarding product.

e Cooperative Advertising: Cooperative advertising is an agreement between the
retailer and company, whereby company is ready to pay certain amount of
advertising expenses to retailer for advertising of company’s product in this
territory.

2.11.5 DIRECT MARKETING

Direct marketing has been defined by the Institute of Direct Marketing as:

“The planned recording, analysis and tracking of customer behaviour to develop relational
marketing strategies”

Direct marketing is a direct communications with the target individual customers for an
Immediate or instant response. Direct marketing is effective in customer direct channels
where middle men are not used to deliver the goods and services. Direct marketing can be
done through direct mail, catalogues, telemarketing, interactive TV, kiosk, Web sites, and
mobile services.

Many companies today use direct marketing for building long term relationship with the
customers. They send birthday card, information materials, or small premiums to select
customers.

Major channels of Direct Marketing:

e Telemarketing: The use of the mobile phone as a tool for direct marketing known
as telemarketing.

e Face to Face selling: Companies use sales force and agents for promoting their
goods and services to customers.

e Direct mail marketing: Mailing brochures, leaflets and other promotion materials
direct to potential customers.

e On-line Marketing: It is a platform where buyers and sellers electronically linking
through interactive computer systems.

e (atalogue Marketing: Selling of company’s products through catalogues which
are sent by post to customers.

e Direct response marketing: While advertising a particular product on TV and
providing a toll-free number for customers to order the selected product.

e Kiosk marketing - A kiosk is an authorised agency or a unit for selling or giving
information about products.

Reasons for the rapid growth of direct marketing:

e Fragmented markets: Markets are segmented into many small segments and these
segments can be served according to the needs and preferences of the target group.

e Increase in the credit card users and different e-cash options facilitates the
transactions stimulated by direct marketing programmes.
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e Increased users of computers and Internet make possible for marketers to connect
their customers. It also decreases the cost of promotion.
e Customers feel convenient to order from direct marketers.

Check Your Progress-B

Q1. What is marketing mix strategy?

Q5. State whether the following statement are true (T) or false (F):-

i.  After sales service is an important element of product strategy.
i.  Market penetration is to sell the product on high prices.

iii.  E marketing is not a distribution channel alternative.

iv.  Personal selling is one of the promotion mix element.
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2.12 SUMMARY

Effective marketing strategies enable company to work in uncertain situations of the market.
A company use to build strategies on the resources available with. A superior marketing
strategy helps company to develop a competitive edge over other. The essential marketing
strategies which a company formulates are market segmentation, product positioning and
marketing mix.

A company cannot serve all different needs of the customers; Market segmentation helps
company to split the whole heterogeneous market into small homogenous segments. A
company can select one or two segment base in the resources available and company’s
objectives.

Product Positioning enables company to differentiate their products from similar products of
competitors at market place. This helps companies to make special identity of their product in
the minds of the consumer and win customer choices.

Marketing mix strategy is the combination basic marketing elements i.e. Product, Price place
promotion to achieving the marketing objectives. A mix strategy is based on the target
consumer requirements.
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» 5@4 2.13 GLOSSARY

Brand- A name, sign, term, or design or combination of all of them intended to
identify goods and services of one seller or group of sellers and to differentiate them
from those of competitors.

Durability-A measure of a product’s expected operating life in natural and stressful
environment.

Market skimming — A pricing strategy involving the use of a high entry price
relative to competitive offerings

Marketing channels - The external contractual organization that manage operates to
achieve its distribution objectives

Marketing Mix-The unique configuration of four basic marketing variables i.e.
product, price, place and promotion that a marketing organization controls.
Positioning- The act of designing a company’s offering and image to occupy a
distinctive place in the mind of consumer.

Product bundle pricing- Combining several products and offering the bundle at a
reduced price.

Segmentation- Dividing the whole market in to small homogenous segments for the
purpose of focus marketing.
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Y |2.14 ANSWERS TO CHECK YOUR PROGRESS

Check Your Progress —A

Answer
i. True
ii. False
iii. True
iv. True

Check Your Progress —B

Answer
i. True
ii. False
iii.  False
iv.  True
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3 2.17 TERMINAL QUESTIONS

® |

Q1. What is meant by Marketing Mix? Describe the four components of marketing mix.
Q2. Frame promotion mix strategies for a new departmental store in the city.

Q3. Explain the different methods of pricing for a product offer? Explain the different
pricing strategies also.

Q4. What is product positioning? Explain different positioning strategies.

Q5. “Channels of distribution are a vital link between manufactures and consumers”.
Describe this statement with the help of diagrams by mentioning the four types of
channels of distribution.

Q6. What is market segmentation? Explain the ways for doing market segmentation.
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UNIT 3 CONSUMER BEHAVIOR, MARKETING
STRATEGY AND MARKET SEGMENTATION

3.1 Introduction

3.2 Learning Objectives

3.3 Definition and Nature of Consumer Behaviour
3.4 Consumer Behaviour and its Applications

3.5 Consumer Behaviour and Marketing Strategy
3.6 Summary

3.7 Glossary

3.8 Answers to Check Your Progress

3.9 References/ Bibliography

3.10 Suggested Readings

3.11 Terminal & Model Questions

3.1 INTRODUCTION

Proctor & Gamble introduced Pampers in Japan and created the disposable diaper market in
Japan. The product was not modified and was launched in the similar manner as it was in
United States. However, the Japanese competitors soon brought down P & G’s share to less
than 10 percent. The CEO of Proctor & Gamble realised and quoted that they failed to
understand the Japanese consumer. Moving further P & G launched a consumer research
project and redesigned the diapers to be much thinner. They also launched separate diapers
for girls and boys - Pink for girls and blue for boys. Advertising also was changed to include
a more emotional content. Finally, the Proctor & Gamble corporate name was made
prominent in both packaging and design as the Japanese consider corporate identity and
reputation as very important and critical. P & G is now very successful in Japan.

The above example and several others can justify that consumers are unique. They possess
needs and wants which are varied and diverse from one another. They also have different
consumption pattern and consumption behaviour. The marketer helps satisfy these needs and
wants through product and service offerings. Marketing forever and now and ever has one
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goal; to reach consumers at the time that most influences their decisions.! In the previous
units we have seen that consumer behaviour is a very important concept in the study and
practice of marketing. For long it has been argued that in order to make profit, organizations
must strive to satisfy consumer’s needs and wants. This clearly demands all the marketing
organizations to devise ways to understand customer better and stay close to them to provide
products and services that consumers will purchase and use appropriately. Today, many
organizations across the world have become successful by way of designing their
organization and its processes that continuously add value to customer’s overall buying
experience. This is the essence of Consumer Behavior, an interdisciplinary subject, that
emerged as a separate field of study in the 1960s.

Companies today are striving to serve consumers better for three major reasons.

First, the success of Japanese companies that focus on higher value by providing products
with superior quality. The other companies were eventually left with no other option but to
follow the Japanese companies and their processes that create superior value. Second, the
improved quality of consumer and marketing research has made it convenient for marketers
to follow consumer’s reaction towards products and services and therefore assist in effective
marketing strategies. Third, the internet has made it very easy to market products and services
and also collect information about consumers that can be utilized to develop effective
marketing strategies.

Consumer behaviour is studied for variety of reasons. Consider the following situations:

e Why did you decide to study in the school at which you are now studying?

e Why did you buy clothes from Blackberry, John Players, Wills Life Style, Shoppers
Stop, Westside, Trends or any other local vendor?

e When did you last see a movie? Where did you see? With whom did you see?

e Did you vote in the last election? For whom and why?

e When you have a family which car you wish to buy?

e If you had a choice of attending an IPL, visiting a museum, attending a music concert
or spending the evening in restaurant, which would you choose?

e If you have to plan a vacation trip where will you go?

Organizations are looking for the appropriate answers to these questions so that they can
design, launch and sell products and services that are very close to answers to questions
mentioned above. The unit deals with understanding of consumer behaviour in order to
develop an effective marketing strategy, to regulate a marketing practice, or to cause socially
desirable behaviour.

! The Consumer Decision Journey, By David Court, Dave Elzinga, Susan Mulder, and Ole Jorgen Vetvik, an
article published in McKinsey Quarterly, June 2009
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3.2 OBJECTIVES

o Explain the key terms, definitions, and concepts in the study of consumer behaviour.

o Exhibit knowledge of consumer behaviour concepts to develop and implement better
marketing strategies to influence those behaviours.

o Discuss consumer decision making journey and how it impacts marketing strategies
of the companies.

3.3 DEFINITION & NATURE OF CONSUMER BEHAVIOUR

Companies are willing to spend billions on understanding what clicks to the consumer. It is
now evident that companies like Google, AOL and Yahoo have been monitoring our web
patterns. These and many such companies are interested to find what a consumer is interested
into.

Massachusetts Institute of Technology (MIT), in conjunction with a large retail center, has
tracked consumers in retail establishments to see when and where they tended to dwell, or
stop to look at merchandise. How was it done? By tracking the position of the consumers’
mobile phones as the phones automatically transmitted signals to cellular towers. MIT found
that when people’s “dwell times” increased, sales increased, t0o.?

The concept of consumer behaviour is very significant and several authors have attempted to
define and explain it in variety of ways.

The American Marketing Association defines consumer behaviour as, “the dynamic
interaction of affect and cognition, behaviour, and the environment by which human beings
conduct the exchange aspects of their lives.”

Schiffman and Kanuk defines consumer behaviour as, “the behaviour that consumers display
in searching for, purchasing, using, evaluating and disposing of products and services that
they expect will satisfy their needs.”*

2 “The Way the Brain Buys,” Economist, December 20, 2009, 105-7.

3 Peter D. Bennett, ed., Dictionary of Marketing Terms 2™ Ed. (Chicago: American Marketing Association,
1995), p. 59

4 Schiffman, L. G.,Kanuk (2007), Consumer Behaviour, 9th ed, New Jersey: Prentice Hall, 55-63.
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Wells and Prensky defines consumer behaviour as, “the study of consumers as they exchange

something of value for a product or service that satisfies their needs.”®

Engel, Blackwell and Miniard defines consumer behaviour as, “those actions directly
involved in obtaining, consuming and disposing of products and services including the
decision processes that precede and follow these actions™®

A cursory view of all the definitions of consumer behaviour reveals three important aspects.

e Consumer Behaviour is Dynamic: Consumer behaviour is dynamic in nature as the
thoughts, feelings, and actions of consumers are changing rapidly every moment. This
also becomes evident though enormous amount of budgets being spent over consumer
research to document and understand important trends that affect marketing efforts.
The dynamic nature of consumer behaviour creates complication for marketers in
designing and implementing appropriate strategies. Strategies that work at one time or
in one market may fail at other times or in other markets. The dynamic nature of
consumer behaviour therefore calls for continuous innovation by the companies to
compete and survive. Companies whose products and services improve continuously
and are close to consumer’s changing tastes and preferences strive better as compared
to others who fail to do so.

e Consumer Behaviour involves Interaction: People’s thinking, feelings, action and
environment interact throughout. Proper knowledge of consumer behaviour assists
marketers in understanding these interactions in a better way. The more marketers
know about these interactions and their outcomes better they can satisfy consumer
needs and wants through creation of value.

e Consumer Behaviour involves Exchange: The outcome of consumer behaviour is
the decision that a consumer takes after having experienced marketing strategies. The
decisions culminate in an exchange mostly money and product between the consumer
(buyer) and marketer (seller).

3.4 APPLICATIONS OF CONSUMER BEHAVIOUR

We have seen that study of consumer behaviour involves understanding of consumption
patterns and behaviour. It attempts to answer:

5> Wells W.D. and Prensky, D., Consumer Behavior, 1996, John Wiley & sons, Inc.

6 Engel, James F.; Blackwell, Roger D.; Miniard, Paul W., Consumer Behavior, 6th ed. Chicago.
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e ‘What’ goods and services are being bought by the consumers?

e ‘Why’ consumers buy a particular product? The need and want they look to fulfil.

e ‘When’ do consumers buy a particular product i.e., time: day, week, month, year,
occasions etc.?

e ‘Where’ do consumers buy a product i.e., the place?

e ‘How often do consumers buy i.e., the time interval?

e ‘How often do consumers use a product i.e., the frequency of use?

The scope and applications of consumer behaviour therefore does not only include the
consumer who buys a product but also the aspects associated with buying.

3.5 CONSUMER BEHAVIOUR , MARKETING STRATEGY
AND MARKET SEGMENTATION

The concept and practice of customer value is very important for any business. Marketing is
one function that contributes most in creating and sustaining customer value. Marketing
strategy therefore play a very significant role in consumer behaviour. It is this strategy that
assists any organization is designing and providing target customers more value than that of
its competitors.

Marketing strategy has five elements: it deals with where the organization plans to be active;
how it will get there; how it will succeed in the marketplace; what the speed and sequence of
moves will be; and how the organization will obtain profit.” It is one of the most commonly
used term and refers to the planning, executing and controlling of a marketing plan to
influence exchanges in marketplace. In practice these strategies are typically designed to
increase the probability of positive buying behaviour of the customer towards a particular
product, service or a brand.

Several organizations design different marketing strategies to get answers to aspects of
consumer behaviour. The exhibit below lists few of these questions.

Exhibit 3.1: Marketing Strategy Questions

" Hambrick Donald, C., Fredrickson J. W.(2001). Are you sure you have a strategy? Academy of Management
Executive, 4(15), 48-59
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e Which consumers are likely to buy a product? What are these customers like? How
are these customers different than those who do not buy?

e What criteria are consumers likely to use to decide buying a particular product or a
brand?

e What strategies should be used to encourage consumers to purchase a particular brand
and not that of the competitor?

e How do consumers process information about products and how can this process be
influenced to increase the chances that consumers will have a positive and approving
impression about a particular brand.

e What do consumers think and feel about a brand in comparison to the other brands?

e In what situations are consumers likely to purchase and use a product or a brand?
How can this frequency be increased?

e What price are consumers willing to pay for a product?

e How sales promotion be targeted to a particular category of consumers?

e How greater value can be created so that consumers become loyal customers?

The exhibit 3-1 clearly suggests that creating a successful marketing strategy that will assist
organizations in creating superior value demands a sound understanding of consumer and its
behaviour.

Marketers today not only require thorough understanding of consumers opting their products
and brands but also consumers opting products and brands of their competitors. Creating and
recreating superior value therefore becomes the crux of marketing strategy.

As discussed understanding of consumer behaviour therefore is the basis for marketing
strategy formulation. The way, consumers react towards marketing strategy decides the
organization’s success or failure. Also, the reactions decide the success of the consumers in
meeting their needs. Finally, these reactions impact the larger society. This is shown in the
figure 3.1 below.
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Figure 3.1: Consumer Behaviour & Marketing Strategy

Marketing strategy, as depicted in figure 3.1 begins with an analysis of the market the
organization is considering. This requires a thorough understanding of its own, competitors,
conditions and consumers. Post market analysis, market segmentation is undertaken where
individuals, households or firms with similar needs are identified and grouped. The segments
are further described in terms of demographic, geographic, psychological or in any other
manner. Eventually, the organization evaluates and decides to target an appropriate segment.
The marketing strategy is then formulated to add and enhance consumer value. This is
undertaken through marketing mix including product, price, place and promotion (4Ps in case
of a product); and people, place and physical evidence (extended Ps in case of a service).
Finally, consumer decides through a series of decisions and impacts himself, the firm and the
society.

A detailed description of the model is given below.

1. Market Analysis Components

The market analysis components of the model require a sound and complete understanding of
four important elements. These four elements include, firm’s own capabilities; the
capabilities of current and future competitors; the consumption process of potential customers
and the social, economic, political, technological and legal environment in which these
elements will interact. This is also known as 4C.
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(i) The Consumers: While forming the marketing strategy several things are considered.
One of the most important elements that must be considered during the process of
formulating any strategy is the thorough understanding of the consumer himself.

While doing so it is imperative to distinguish between the consumer and the customer.

A consumer is defined as an individual engaged in physical activities of evaluating,
acquiring, using or disposing of goods and services. A customer on the other hand is defined
as an individual who has purchased a market offering i.e., a product or service. A customer is
always defined in terms of a specific product or company. The term consumer is a broader
term which emphasises not only the actual buyer or customer, but also its users.

An effective marketing strategy will be able to identify consumer’s need. In doing so the
wheel of consumer analysis is a very important and useful tool which can assist the marketers
in understanding the consumer behaviour better.

The different elements and aspects of the wheel of consumer analysis shall be discussed at
length in the subsequent unit. However a brief discussion of the concepts is shared below.

e Affect & Cognition: Affect refers to how people feel. Cognition on the other hand
means what people are thinking about. Affect and cognition therefore helps in
deciding which types of customers one want to target, and what should they be feeling
and thinking about a brand.

e Consumer Behaviour: Consumer behaviour can be defined in varied ways. The
ultimate objective of understanding it should lead to positive action towards a
particular product or a brand.

e Consumer Environment: Consumers are influenced by the environment around
them. The environment plays a very significant role in consumer’s decision-making.
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Figure 3.2: Wheel of Consumer Analysis

(i) The Company: It is very important for a company to completely understand its own
ability to meet the needs of its customers. This therefore requires a thorough examination of
its own internal strengths and weaknesses. The SW tool can come handy while trying to do
so. The company must evaluate all its aspects including its human resources, financial
condition, managerial skills, production capabilities, technological capabilities, research and
development facilities, reputation and marketing skills. If in case a company fail to
adequately understand its own strengths and weaknesses it may experience troubled water.
Many reputed companies in the past have experienced failure owing to inadequate
understanding of their capabilities.

(iii) The Competitors: Market analysis is incomplete without an effective understanding of
the firm’s competitors. A robust market analyses must assist in flagging competitors in the
market and devise ways to compete and win against them. Analysis of the competitors is an
evaluation of the strengths and weaknesses of current and potential competitors and allows an
organization to focus on its direct competition which becomes useful when faced with
potential competitors.

(iv) The Conditions: The 4™ C in the market analysis is the Conditions. All the firms operate
in an environment which is very dynamic and affects the overall marketing strategy of any
firm. The economy, social structure, environmental factors, government rules and
regulations, technological advancements and several other factors affect consumers need as
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well as company and competitor abilities. It is therefore not at all possible to develop a sound
marketing strategy without understanding the conditions under which the strategy will be
implemented. PEST or PESTLE analysis is a useful tool in this direction and assists
organizations to understand the conditions in a better manner.

A PESTLE analysis is a framework or tool used by marketers to analyse and monitor the
macro-environmental (external marketing environment) factors that have an impact on an
organisation or its overall strategy. It is designed to identify and analyze the key drivers of
change in the strategic or business environment. The PESTEL stands for:

e P —Political

e E- Economic

e S-Social

e T- Technological
e L-Legal

e E- Environmental

The results of PESTLE analysis are utilised in identifying threats and opportunities which are
used in SWOT analysis. The exhibit 3-3 briefly explains the important elements of the
framework.

Exhibit 3.3: PESTLE Framework

The first ever use of the concept of PESTLE can be traced back to Aguilar in 1967 who had
discussed ETPS (Economic, Technical, Political, and Social) in his book Scanning the
Business Environment. Post publication, Brown modified the theory and named it STEP
(Strategic Trend Evaluation Process). This was further modified and became known as the
STEPE analysis (Social, Economic, Political, and Ecological factors). Post 1980, the word
PESTLE originated.

Political e What political | Political factors are both internal and external in
or  politically | nature. The internal politics may include team
motivated jealousies, power centres, personal interests etc and
factors are | necessitate reflection by stakeholders. The external
affecting the | politics refer to those events which are beyond the

control of stakeholders and include all political
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business? events like tax policies, employment laws, trade
. reforms and restrictions, environmental regulations,

Are policies or . . .

" political stability, tariffs etc.

politically

motivated

groups

beneficial or

detrimental  to

our success?

Economi Does the current | This factor takes into consideration all events that

C economic affect the internal and external economic
performance environment. The internal or micro-economic events
affect us? relate to the project feasibility and internal

dependability of the project. The external or macro-
How does ) ) ) )
iflation economic events include inter-state taxes, interest
: rates, economic growth, recession, inflation rate,
unemployment .

) exchange rate, minimum wage, wage rates,
or interest rates .. ; )
. unemployment, cost of living, working hours, credit
impact on our I ) ) et

. availability, financing availability, etc.
prices?

Social How does | Social factor include all events that affect the
human market’s and community’s social structure and
behaviour or | process.
cultural trends
play a role? ) _

These events include norms, cultural expectations,
Are  customers | hopylation dynamics, healthy consciousness, career
buying  more | atitydes, global warming, etc.
over the
holidays?

Technol What new | Technological factors are very important factors as

ogical innovations  or | they change very rapidly and become outdated soon.
technological
advancements
are available?

Do these affect
operations
favourably  or
unfavourably?

Legal What laws are | This factor takes into consideration all legal aspects
relevant to us? | like employment, quotas, taxation, resources, imports
Are there any
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regulations
hindering  the
business?

What legal
issues exist in
emerging
markets?

and exports, etc.

Environ
mental

How does the
physical
environment
affect us and
vice versa?

What are the
effects of
climate, weather
or geographical
location?

This factor takes into consideration ecological and
environmental aspects that could be either economic
or social in nature. These include temperature related
aspects, monsoons, natural calamities like floods,
earthquakes etc, accessibility to means of
transportation including rail, air, and road, ground
conditions, ground contamination, nearby water
sources, and so forth.

2. Market Segmentation

One of the most important yet difficult decisions that often haunt the firms is to decide the
segment to serve. Simply put a market segment is a part/portion of a bigger market whose
needs differ from the market. Marketing identifies the needs of the potential customers and
develops product and service to satisfy those needs. Marketing strategies, move a step further
to convert this concept into a reality. It is evident that different consumers have different
needs and not a single way can be designed to motivate them all in favour of a product or
service. Companies therefore resort to segmentation strategy in order to address this problem,
and group similar consumers into market segments and focus on their common needs. Any of
the marketing strategies are only effective unless they clearly create segments with the
appropriate characteristics, and target the segments with products and services customized to

their specific needs.

Market segmentation involves four steps and is depicted in Figure 3-3.

e Identifying Product-Related Need Sets

e Grouping Customers With Similar Set Needs

e Describing Each Group

e Selecting An Attractive Segment(s) To Serve
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Figure 3.3: Market Segmentation

Additionally market segmentation is primarily of four types:

e Geographic
e Demographic
e Psychographic

e Behavioural

A brief description of the market segmentation types is mentioned in the exhibit 3-3.

Exhibit 3.3: Market Segmentation

Geographic Demographic Psychographic Behavioural
Grouping customers on | Grouping customers | Grouping customers | Grouping
the basis of |on the basis of |according to life | customers based on
geographical customer’s personal | style. actual customer
boundaries/characteristi | attributes. behaviour  toward
cs. products and
services
e Region o Age e Lifestyle e Brand
e Country o Gender e Personality Loyalty

Unit3 Consumer Behavior, Marketing Strategy and Market Segmentation

Page 65 of 445




MS 503 Consumer Behaviour Uttarakhand Open University

 Population e Occupation e Values e Benefits
* Climate e Ethnicity e Attitudes Sought
e |Income e Opinions e Usage Rates
° Re|igion e Interests e User Status
e Family Size e Occasion
e FEducation e Readiness
To Buy

3. Marketing Strategy

We have discussed that creating superior value is an important objective of any firm.
Marketing strategy is responsible for creating as well as sustaining this superior value which
prevents a product or a brand to lose before its competitor. The strategy offers answer to the
question, “How will we provide superior customer value to our target market?” Marketing
Mix supports in creating this value through product, price, place, promotion and service to
the target market. The combination of these four elements facilitates customer’s need
satisfaction and provides customer value. Putting simply marketing mix is about putting the
right product, in the right place, at the right time, and at the right price.

The Figure 3.4 below provides a snapshot of the Marketing Mix.
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Figure 3.4: The Extended Marketing Mix (7Ps)

Product: A product is anything that a consumer acquires or wishes to acquire in order to
satisfy a perceived need. It is a bundle of benefits that firms offer for the satisfaction of a
need. The crux of marketing strategy lies in communicating about consumer’s tastes and
preferences and facilitating creation of products that will satisfy their needs the most.
Successful companies are smart enough to identify well in time what customers need or want
and rapidly develop the right product with the right level of quality to meet their expectations.

Price: Pricing is one of the most important elements of marketing mix. It is the only element
of the marketing mix that generates revenue for the firm. The other elements only add cost to
the firm. It is very important to set a competitive price of a product. Marketing strategy must
be responsive enough to assist marketers in arriving at a product price which customers are
prepared to pay.

Place: Consumer will always look out for convenience. Only in rarest of the rare cases
consumer will get into trouble to possess a particular brand. Place or distribution therefore is
a very important and refer to availability of a product. Companies must know the significance
of this element of marketing mix that the product must be made available to the consumer in
the right place, in the right quantity and at the right time. The company that are able to keep
storage, inventory and distribution costs to an acceptable level are able to outsmart its
competitors.

A sound marketing strategy assists marketers in understanding where target customers shop
for a set of products. This has assisted big giants like Wal Mart to be able to add value in the
shopping experience. In fact Wal-Mart surpassed its competitor K-Mart using a sound
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consumer research and IT-support in creating an effective and efficient inventory
management.

Promotion: Promotion is a yet another important element of the marketing mix and refers to
the way a company communicates about its offering to the customers. In practice promotion
includes activities that encompass branding, advertising, PR, corporate identity, social media
outreach, sales management, special offers and exhibitions.

A sound marketing strategy assists marketers in designing effective communication strategy
and must include in its gamut:

e Segments/consumers to communicate with.

e Effect intended on the target audience.

e Message that will achieve the desired effect on the target audience?
e Means & Media to be used to reach the target audience?

e Timing of communication with the target audience?

People: We have seen that consumer behaviour involves an interaction. While exchanging
products or service the consumer comes in contact with the firm and its stakeholders either
directly or indirectly. Many customers create an image of the firm while interacting with the
providers. Marketing strategy therefore must be very careful about adding value to this
experience of theirs. People who will come in contact with customers will have a deep effect
on them — positive or negative and marketing strategy must strive for a positive one.

Process: For many customers it is no longer about buying a product or a service. They look
beyond buying and are rather interested into investing into an experience. The process
involved in delivering the product or service, the behaviour of those who deliver it, delays,
the information provided to customers and the cooperation of staff are vital aspects of the
processes and must be tuned towards greater customer satisfaction.

Physical Evidence: Physical evidence is an important element in the marketing of services as
the customer cannot experience the service before he purchases one. This amounts to anxiety
as choosing an unfamiliar product or service is risky for the consumer. Marketing strategy
must aim at reducing this uncertainty by helping potential customers ‘see & feel’ what they
are buying.
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For example think of creating a clean, tidy and well-decorated reception area or homepage.
Remember if your digital or physical premises aren’t up to scratch, the customer might end
up being sketchy about your services.

The exhibit 3.4 below depicts the 7Ps used in marketing mix of a product and service.

Product Quality, Image, Branding, Features, Variants, Mix, Support,
Customer Service, Use Occasion, Availabilities, Warranties

Price Positioning, List, Discounts, Credit, Payment Methods, Free or
Value Added Elements

Place Trade Channels, Coverage, Assortments, Locations, Inventory,
Transport

Promotion Sales Promotion, Advertising, Sales Force, Public Relations, Direct
Marketing

People Employees, Organization Culture, Customer Service, Customer

Relationship Management

Process Customer Focus, Business-led, IT-supported, Design Features,
Research & Development, Standardization, Service Delivery

Physical Evidence | Experience, Product Packaging, Online Experience

Exhibit 3.4: 7 Ps

4. Consumer Decisions

A consumer moves through several stages before actually purchasing a product or a service.
The consumer decision making process is a step by step approach that assists marketers in
identifying and tracking the decision making process from start to end and even beyond.

The process consists of following steps.

e Problem Recognition
e Information Search

e FEvaluation of Alternatives
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Purchase

Post Purchase Satisfaction or Dissatisfaction

It is important for marketers to understand the process and create marketing strategies that
clearly identify the need and result into satisfied post purchase behaviour.

A detailed description of the consumer decision-making will be dealt in the next unit.

5. Outcomes

(i) Firm Outcomes

Product Positioning: The ultimate aim of marketing is a satisfied customer. The first
the foremost outcome that a firm must strive for through effective marketing strategy
is that of product positioning. The product must be positioned positively and strongly
in the mind of the customers. The product position can be defined as an image of the
product or brand in the consumer’s mind relative to alternate or competing products
or brand.

Sales: Sales are very important outcomes for any firm as they produce revenue and
generate profits which are required for successful business operation ahead. A sound
product position of a brand will subsequently lead to higher volumes of sales.

Customer Satisfaction: A bunch of satisfied customer is the final outcome any firm
will always strive for. Organizations work towards creating and sustaining satisfied
customer base throughout.

(i) Individual Outcomes

Need Satisfaction: A sound marketing strategy will also lead to need satisfaction at
the individual level. This can range between complete satisfaction or no satisfaction
from the offering.

(iii) Society Outcomes

Economic Outcomes: We have seen that consumer behaviour involves exchange. In
the exchange process the consumer exchanges money for a value offered by a
product. During the exchange the society or market place in particular is benefitted
through way of wealth creation.
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e Physical Environment Outcomes: Decisions that a consumer takes impact himself
as well as the physical environment of the society. For example decision of a target
group not to eat meat will result into alteration of the physical environment. Many
customers are now moving on to consumption patterns that have minimal negative
impact on the environment.

e Social Welfare: Consumer decisions also affect the general social welfare of a
society. During the exchange process several outcomes can be made visible that have
an impact on overall quality of life in a society. More recently, the concepts of
societal marketing, green marketing etc have also resulted into responsible business.

" Check Your Progress-A

Q1. Discuss the nature of Consumer Behaviour?

Q3. State True or False

i.  Consumers are unique. They possess different set of needs and wants.
a. Yes
b. No

ii.  Consumer behaviour is dynamic and involved an exchange and interaction.
a. Yes
b. No
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Q4. Fill in the blanks.
i. ETPS stands for , , ,

ii. STEP stands for , , , :
iii. PESTLE stands for , , , , , :
iv. The 7 Ps of the marketing mix include , : : : : , &

3.6 SUMMARY

The marketing concept in recent times has gained prominence among the marketers. Simply
put, the marketing concept suggests satisfaction of consumer’s needs and wants in order to
make profits. To achieve so it is imperative for the organizations to understand the customer
and remain close to them to design and provide products and services which consumers will
buy readily. The organizations in the 21% century therefore require resources to create
marketing strategies that understands and deliver to the unique and dynamic consumers. This
unit discuss the role of marketing strategy in understanding the consumer behaviour
effectively.

<L 1
6‘;’@
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P <
@ 37 GLOSSARY

Consumer Behaviour: The dynamic interaction of affect and cognition, behaviour,
and the environment by which human beings conduct the exchange aspects of their
lives.

Marketing Strategy: Marketing strategy has five elements: it deals with where the
organization plans to be active; how it will get there; how it will succeed in the
marketplace; what the speed and sequence of moves will be; and how the organization
will obtain profit.

Market Segment: Market segment is a part/portion of a larger market whose needs
differ from the larger market.

Marketing Mix: Marketing mix is about putting the right product or a combination
thereof in the place, at the right time, and at the right price.

Consumer Decision-Making: The consumer decision making process is a step by
step approach that marketers employ to identify and track the decision making process
from start to end and even beyond.

Product Position: An image of the product or brand in the consumer’s mind relative
to alternate or competing products or brand.
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Y |3.8 ANSWERS TO CHECK YOUR PROGRESS

Check Your Progress —A

Q3. State True or False
I. Yes
i. Yes
Q4. Fill in the blanks.
i.  Economic, Technical, Political, and Social
ii.  Strategic Trend Evaluation Process
iii. P —Political
E- Economic
S- Social
T- Technological
L- Legal
E- Environmental
iv. Product
Price
Place
Promotion
People
Process

Physical Evidence
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3.11 TERMINAL & MODEL QUESTIONS

Q1. How is the field of consumer behaviour defined?

Q2. What is involved in the consumer analysis phase of market analysis?

Q3. What is involved in the company analysis phase of market analysis?

Q4. What is involved in the competitor analysis phase of market analysis?

Q5. What is involved in the conditions analysis phase of market analysis?
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Q6. Describe the process of market segmentation.Q7. Discuss different criteria of
segmentation.

Q7. What is marketing strategy?
Q8. What is marketing mix?

Q9. What are the major outcomes for the firm, individual and society?
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UNIT 4 CONSUMER RESEARCH: TYPES AND
PROCESS

4.1 Introduction

4.2 Objectives

4.3 Meaning of Consumer Research

4.4 Objectives of Consumer Research
4.5 Difference between Consumer Research and Market Research
4.6 Types of Consumer Research

4.7 Features of Consumer Research

4.8 Scope of Consumer Research

4.9 Consumer Research Process

4.10 Conduction of Consumer Research
4.11 Summary

4.12 Glossary

4.13 Answers to Check Your Progress
4.14 References

4.15 Suggested Readings

4.16 Terminal Questions

4.1 INTRODUCTION

In the previous unit you have learnt about different marketing strategies which a company
frames for a successful business. In this unit you will learn about consumer research.
Research is the action or activity of gathering information about consumers' needs and
preferences. Consumer research is an effective tool for marketing decision making. A
researcher can able to identify the uncertain behavior of consumer through research. This unit
will cover concept of consumer research, different types, process of consumer research and
research design.
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4.2 OBJECTIVES

After reading this unit you would be able ;

e To understand the meaning of consumer research

e To understand different types of consumer researches

e To understand different features and scope of consumer research

e To know the difference between consumer research and market research

e To know the difference between quantitative research and qualitative research
e To learn the process of consumer research.

e To learn the various consumer research designs.

e To understand the data collection methods of consumer research.

4.3 MEANING OF CONSUMER RESEARCH

It is an extension of the field of marketing research. The findings of marketing research
facilitate us in making effective managerial decision, in the same way the findings of
consumer research help us in understating consumer behavior. Consumer Research is done to
know the preference and behavior of the consumer regarding products and services. It also
used for doing comparative analysis of different marketing campaigns. The research focuses
more on building strong connection between company and consumer by building relations
through study of customer behavior.

Companies have an interest in understanding that how their consumers will react to certain
promotion massages, how they make decision for making purchase as they do. This facilitates
companies to formulate better marketing strategies and promotion messages that will
influence the customer more effectively.

4.3.1 EVOLUTION OF CONSUMER RESEARCH

The early researchers believed that consumers are rational in decision making. They
purchased those products which provide highest utility at the lowest possible prices.
Researchers do not give importance to the influence of emotion on the decision of the
consumer. Soon they realized that customers not always logical in decision making.
Sometimes they do not consciously aware why they take such decisions. Even if customers
are aware about their basic motivation, they are ready to reveal the reasons.

In year 1939 Ernest Dichter a Viennese psychoanalyst discovers that the customers are
motivation to purchase products. He discovers the phenomenon with the help of
psychoanalyst techniques. Later that is known as motivational research that includes
quantitative research and qualitative research.
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44 OBJECTIVES OF CONSUMER RESEARCH

The main objective of consumer research is to provide consumer related information to the
marketing department. Marketing department uses this information for making critical
marketing decision to solve the marketing problem.

Few objectives of the consumer research are stated below.

e Consumer research will help to understand the consumer response to the company’s
product.

e Consumer needs and expectation changes with the changing trends, consumer
research helps us to identify changing consumer needs.

e Help companies to know the maximum consumer information regarding their buying
behavior.

e Evaluate company’s brand value among the customers.

e Help in solving the critical business problem like: product design, brand positioning,
consumer usage pattern, price affordability, and promotion effectiveness.

e By studying consumer usage pattern marketers can identify uses of the existing
products.

e Research provides ideas for production modification and new product development.

e Research enables marketers to provide more customised products and services by
identifying their specific needs.

4.5 DIFFERENCE BETWEEN CONSUMER RESEARCH AND
MARKET RESERCH

Consumer Research Market Research

Consumer Research acts as a tool | Respondents are told
to connect to the customers during | about the identity of the
data collection. It strengthens the | research’s sponsor.
relationship between the company | Respondents corporate

Study Purpose and the customers. As surveyor | because they are
reveal the identity of survey’s | requested to do or they
sponsor to the  contacted | paid for the purpose.
customers.

Respondents’ In consumer research respondents | In market research the

level of | take active participation because | respondent’s

involvement information giving by them will | involvement is generally

improve the company’s offering. | low.

and expectation e :
The customers who participate in
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the research expect improvement
in product offering.

The sample size
and the
respondents’
attitude towards
the

researcher’s.

Consumer researches generally
have big sample size, since it is an
opportunity to build relationship
with customers. Respondents put
their sincere efforts to express
their behavior concerning the
company’s offering.

An appropriate number
of  respondents are
contacted to get a
desired result.
Respondents do not
expect researcher know
more about them.

The primary data is collected | Data IS collected
through data collection tool. The | anonymously and
How the data : )
data is analyzed at respondents’ | aggregated.
are  collected | |oyg ]
and analyzed : Topically compared

among sample averages
and used in the analysis.

Product and service
problem identified with

Research results fixed the product
and service problem and also

End Result e
correct individual respondent’s | the research results.
problem.
The customers from whom data is | Using the collected data
collected or the customer who | in follow up research is
Follow-up .
reported the problem expects | unethical.
Surveys

some feedback. So follow up
survey is encouraged.

4.6 TYPES OF CONSUMER RESEARCH

The research is broadly classified in to two types on the basis research methodology used in
conducting the research i.e. quantitative research and qualitative research.

4.6.1 QUANTITATIVE RESEARCH

Quantitative research method is used to predict the behavior of consumers. The nature of
such type of research is descriptive. The methods used in this kind of research are
observations, experiments and survey techniques. The data are quantitative in nature and
collected randomly from the large sample size. The sophisticated statistical tools are required
for data analysis. The findings of the research can be generalized to large populations

Descriptive research: In descriptive research the researcher finds relationship between two
phenomenon. The research also determines the frequency of occurrence of an event. In this
type of research researcher do not have any control over variables. In such type of studies
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researcher seek to measure items such as; frequency of shopping of a specific product by
customer or Preference to product by youth buyers. The data obtained for the descriptive
research can be put directly into various statistical tools for analysis. The researcher
determines the list of variables taken into analysis and state the method of measuring all
variables.

Casual Research: Casual research is most specific type of research, in which researcher tries
to determines a casual relationship between variables under study. For example change in the
new product packaging and customer demand of product or change in the product displays in
the retail store and customer purchase. This type research is a field test or experiment
research.

4.6.2 QUALITATIVE RESEARCH

Qualitative research consists of many techniques like focus group projective technique, depth
interviews, metaphor analysis and collage research. These research tools are administrated by
much trained researchers. Qualitative research has small sample sizes, generally experts and
experienced respondents are being interviewed for the data collection. The findings are
cannot be generalized into large populations. The research are mostly used for promotional
ideas, new product development etc.

Exploratory Research: The main prominence to exploratory research is to explore new
ideas. The research is used when researcher knows very little about the topic under study or
there is very vague knowledge about the topic. This type of research enables researchers to
understand the fundamental of researched topic and go deeper for the focus study. The data
used in exploratory research are primary and secondary both. Primary data can be collected
through tools like focus group and interviews.

4.6.3 COMBINATION OF QUANTITATIVE AND QUALITATIVE

RESEARCH

The Combination of quantitative and qualitative research facilities companies to make
strategic decision for many business problems. For example qualitative research is used for
discovering the new ideas for new product development, and Customer reactions are
predicted with the help of Quantitative research regarding new product. Market researchers
found these two researches really complementary, the quantitative research enables
researcher to make effective predictions, and the qualitative research enables them to make
effective interpretations. This help companies to frame their marketing strategies

4.6.4 DIFFERENCE BETWEEN QUANTITATIVE RESEARCH AND

QUALITATIVE RESEARCH
Quialitative Research Quantitative Research

Study It provide researcher insight The research helps in determine
idea about the certain study target markets and provides results
that can be used taking effective

Reason
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which is not well known. marketing decisions.
Nature of Open ended questions are Close ended questions are used for
Questions used in d:_;lta collection tool data_collectlo_n and questionnaire
and questions are generally consists of attitude scales.
Unstructured.
Data Focus group, Depth Observation, Experimentation and
Collection interviews and Projective Questionnaires are used for data
Methods techniques are used for data collection
collection.
sampling The qualitative research Probability sampling techniques
Methods have small sample sizes .a.nd are used due to large sample sizes.
have non probability
samples
_ The data is analysed by | The statistical methods are used for
Analysis of searching of “key words”. data analysis.
Data This is generally done the
researcher who collected the
data.

4.7 FEATURES OF CONSUMER RESEARCH

Research a Systematic process: Consumer research is conducted through a specific process.
It starts with identify the research objectives or problem, then refer the secondary data,
designing of research plan, data collection, data analysis and interpretation and draw
conclusion. That shows research has a scientific and systematic way solving marketing
problems.

Associated with MIS: Consumer research is an important component of Marketing
Information System (MIS). Research and MIS both provide marketing information to
management for effective decision making. Both are used to solve critical marketing
problem.

Collection of Information: Consumer research collects information from the consumers
related to their changing needs, unmet demand and feelings towards company’s current
products and promotions. Research provides ideas for improvements in current products and
for development of new products.
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Tool for decision-making: A marketing manager needs to take various decisions. The
decisions like product decision, pricing decision, placement decision and promotion decision.
For effective decisions lots of consumer and market information are needed. Research
provides authentic information to company for making effective decisions and help
companies to frame better marketing policies.

Use different methods: Business has many problems and nature of each problem is different
from other. Decision maker needs different type of information for decision making. So
researchers need to adopt different research methods to fulfill the requirements. For data
collection survey method, experiment method and observation method are used and for data
analysis various scientific tools and statistics tools are used. The researcher has to adopt
suitable method reliable results.

4.8 SCOPE OF CONSUMER RESEARCH

Consumer research gives solutions to many critical marketing problems and its application is
in almost every aspect of marketing.

Market Research:
e Identify the potential of the current and future markets;
e |dentify the changing purchase trends;
e ldentify the future sales and market demand
Product Research:
e |dentify the areas of improvement in products.
e Identify consumer preference regarding product;
e Understand the customer attitude towards company’s product and brand.
Advertising Research:
e |dentify the advertising appeal to customs.
¢ Identify effectiveness advertisement message.
e Help in effective Media selection for promotion.
¢ Identify the overall effectiveness of the advertising.

Pricing Research:
¢ Identify the customer expected prices.

e Help to Test the alternative pricing strategies.
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y Check Your Progress-A

Q1. What is consumer research?

Q2. Explain the scope of consumer research.

Q5. State whether the following statement are true (T) or false (F):-

i.  Marketing manager used consumer research as a decision making tool.
ii.  Observation method is a data collection method for qualitative research.
iii.  Consumer research will help to understand the consumers’ response towards the
company’s product.
iv.  Consumer research helps in selection of media for promotion.
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4.9 CONSUMER RESEARCH PROCESS

Steps of consumer research process

e Define the research objectives

e Secondary data collection and evaluation.
e Primary research study design

e Primary data collection

e Data analysis

e Report preparation on the findings

Develop
Objectives
Collect
Secondary
Data
Y Y
Design Qualitative Research Design Quantitative Research
* Method ¢ Method
* Screener questionnaire —  * Sample design
» Discussion guide ¢ Data collection instrument
' A A !
Conduct Research Collect Primary Data
(Using highly trained v (Usually by
interviewers) field staff)
Exploratory | |
Study A
Analyze Data Analyze Data

Y Y

Prepare
Report

Prepare
Report

|
|
|
|
|
|
|
|
|
l
|
(Subjective) : (Objective)
I
|
I
I
I
I
I
|
|
I
I

Fig 4.1 The Research Process
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4.9.1 DEFINE THE RESEARCH OBJECTIVES
The study objectives of can be framed as:

e To find out the customer attitude towards dine in restaurant.
e To determine what percentage bank customers uses Internet banking.
e To find the customers attitude towards shopping through e wallet.

It is very essential that research team should agree on the purpose and objective of the study
to ensure a proper research design. An appropriate objectives statements help to determine
nature of needed.

Before conducting the research a researcher must understand the type of methodology used to
conduct the research. The study performed by researcher can be qualitative or quantitative in
nature. For example if the objective is to find out promotional campaign idea for new
cosmetics range for females. Then a qualitative research is generally undertaken. In such type
of research expert researcher will be taken for research, the respondents will be interviewed
face to face and relative small sample size will be taken for study. If objective is to find out
the females’ attitude of age more than 40 years regarding cosmetics. The quantitative
research will be undertaken in such type of research.

4.9.2 SECONDARY DATA: COLLECTION AND EVALUATION

The data which is already published in journals, books, websites etc are called secondary
data. Secondary data can also be gathered from the company records, reports and other
documents. The nature of secondary data is such that it can be the findings of other
researches. In some cases secondary data is quite enough for the analysis of the result. But
most of the times it provide the direction for the design of primary research. Secondary data
can be found from the government agencies, market research firms, advertising agencies are
the important sources of secondary data for the firms. Government agency Indian Census
Bureau provides demographic data on age, income, occupation and education of Indian
citizen region wise. A media research company provides data regarding readers profile,
circulation figures news papers and magazines region wise.

If information needed regarding, social, psychological variables, purchasing pattern and
product usage pattern than then primary data is required for research.

4.9.3 PRIMARY RESEARCH STUDY DESIGN
The research design always base on the objectives of research. If the research objective is to
create new application of the product then the research undertaken will be qualitative
research. If the objective is to find the customers’ preference regarding product then the study
is descriptive in nature and researcher conducts quantitative research. It is due to different
approaches of different type of researches different research designs and data collection
techniques are applied.
Quantitative Research Design

The quantitative research designs are as follows:

Observational Research: Observational research is the important method for consumer
research. It is the best way to understand customers and their relationship with products. In
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this type of research customers deeply observed in the process of buying and consuming
products. Many research consultancies, companies and advertising agencies use to trained
researchers and observers to note and record customers in stores, malls and homes.
Mechanical Observation: Mechanical and electronic devices are used to record customer
response on marketing strategy. A retailer may use a traffic counter to find out the feasibility
of a store in new location. Researchers may use other devises like close circuit cameras.
Experimentation: In this type of research many types of variables are studied to test their
sales appeal. The variables can be price, promotion, design and service etc. In such
experiments only some variables are manipulated while all others are kept constant, a
controlled experiment of this type ensure that any change in outcome is due to different
treatment of the variables in the study and not to extraneous factors. For example major
application of causal research is in test marketing. In test marketing new product is launched
in a limited territory before launching in mass market. New product elements such price
packaging and promotion is manipulated in a controlled setting to predict sales and gauge
possible responses of the product.

Survey: If a company want to research on the customer perception regarding the quality of
the product. They can collect data through mail, telephone, online or through personal
contact. Each method has its certain advantages and disadvantages that researcher need to
measure before selecting any method.

Mail Survey: Researcher can directly send their questionnaire to the customers at home. But
this type of method has very low response rate. Response rate can be improves with tactics
like sending the stamped self addressed envelope to the respondents along with the
questionnaire and sending a pre-notification and follow up letters to the respondents.
Personal Interview: A personal interview can be conducted for the purpose of data
collection. It can be done at malls or retail shopping areas and at home. Major disadvantage
of this method is that people shown reluctance to allow strangers to visit at home.

Online Survey: Online survey is conducted on computer through internet. Respondents are
asked to fill the questionnaires available on the company website or excess through link
advertised at home page. Disadvantage of such method is that all types of respondents are not
available on internet.

Telephone Survey: In telephone survey researcher contact the respondents through
telephone and collect the data through telephone after asking it respondents felt convenient.
Telephone survey enables researcher to collect data from different geographical locations.
Speed of data collection is also very high. The technique is not appropriate in case of big and
lengthy questionnaire.

Instruments of data collection for quantitative research

Instruments of data collection are the important part of primary research design. In order to
get desired result from the research the researcher has to ask same questions to all the
respondents in the same order. Data collection instruments includes: questionnaires, personal
inventories, attitude scales.

Questionnaire A questionnaire is a primary research data collection tool, which consist of
set of questions in a specific order. Questions are framed on the on the basis of objectives led
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down by the researcher. Questionnaires are self administrated or can be administrated by the
field surveyors. Questionnaires need be interesting. Objective oriented, easy to understand. A
questionnaire can be open ended or close ended. In an open ended questionnaire respondents
required to give answers in own words. While in close ended questionnaire responded
required to choose answer from the list of options.

A sample Questionnaire for consumer Satisfaction Survey

Instructions

Please circle the response that best represents your view. Please circle N/A for any questions
that you don’t have enough experience to comment on. Following is an example of the
scaling system.

Satisfied Dissatisfied

10 9 8 7 6 5 4 3 2 1 N/A

Buying Process

Sales staff professionalism:

10 9 8 7 6 5 4 3 2 1 N/A

Ability to understand your needs:

10 9 8 7 6 5 4 3 2 1 N/A

Expertise of sales staff:

10 9 8 7 6 5 4 3 2 1 N/A

Turnaround time for delivery:

10 9 8 7 6 5 4 3 2 1 N/A

Value Proposition

Value for money:

10 9 8 7 6 5 4 3 2 1 N/A

Our value proposition is clearly communicated & understood:

10 9 8 7 6 5 4 3 2 1 N/A

Unit 4 Consumer Research: Types and Process Page 87 of 445




MS 503 Consumer Behaviour Uttarakhand Open University

Products/Services

How effectively does our product/service solve your problems?

10 9 8 7 6 5 4 3 2 1 N/A

How would you rate the overall quality of our product/service?

10 9 8 7 6 5 4 3 2 1 N/A

Customer Service & Support

How effective are we at reacting and solving your issues?

10 9 8 7 6 5 4 3 2 1 N/A

What level of courtesy do you receive from our Customer Service team?

10 9 8 7 6 5 4 3 2 1 N/A

Compared to your other suppliers, how would you rank our ability to serve you?

10 9 8 7 6 5 4 3 2 1 N/A

Personality inventory: It helps people learn about their own personality. The tool helps
individuals to know about their strength, weakness and social traits. The tool is also used to
identify the satisfaction level of the consumers’ regarding products and services.

Attitude scales: Researchers often present a list of products or product attributes to the
respondents. Researchers then ask respondents to show their relative feelings. Their feelings
regarding products are captured through attitude scale and analysed with the help of statistic
tools. Generally the scales which are used are rank order, Likert scales, behavior scale and
Semantic scale.

The Likert scale is most accepted scale for research because it is easy for customers to
understand. This is wide acceptable because it is simple to prepare and interpret. The scale
consist of equal no of agreements and disagreements with a natural point, a number is
assigned to each response. The respondent just needs to check the desired option.

Example of Five Point Likert Scale

Statement Strongly Agree Can’t | Disagre St_rongly
Agree Say e Disagree

| always prepare a shopping list

before purchase from departmental

store. 5 4 3 2 1
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The Semantic differential scale consists of bipolar adjectives like (Pleasant/Unpleasant,

Good/Bad, Hot/Cold, Like / Dislike) fix at the end of an odd number (example: 5, 7 or 9).

Respondents checks the option which best reflect their feelings.
For Example Semantic differential scale

Please check the alternative of your choice which best represent

your feelings, while shopping at our retail store.

1 Your feeling about environment of our store
Pleasanto 0 0 0 O O O Unpleasant

) Your feeling about our employees’ behavior of our store
GoodO OO OO OO Bad

The Behavior intension scale measures the possibility of consumers’ doing an act in the
future. For example visiting the same store again or Recommend the store to friend.

Respondents asked to make choice regarding their future behavior.
Example of Behavior intension scale

Visiting the same store again

Definitely Probably  will | Might or Might | Probably Definitely  will

will visit visit not will visit will not visit not visit

Recommend the store to friend

Definitely Probably  will | Might or might not | Probably will | Definitely will

will recommend | recommend will recommend not not
recommend recommend

The rank order scale is used when the comparative information regarding products are
needed. Rank order scale enables marketers to identify the areas of improvements in the
product design or product positioning. In rank order scale the respondents need to rank the
items as (1,2,3....) starting from the most prefer to the least preferred.

Example of Rank Order Scale

Please rank the following banking method as per your preference from 1
to 5 (1=Most Preferred, 5= Least Preferred )

S Banking Methods Rank

.no.

1 Inside Bank

2 ATM

3 Online Banking

4 Banking by Phone

5 Banking By Mail

Data collection method in Qualitative research design

In Qualitative research design the purpose of the study and type data required for the research
need to be clear to the researcher. Generally open ended and free response questions are
asked from the respondents to get real thoughts and inner most beliefs of the respondents.
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The most used data collection techniques are: Focus Groups, Projective Techniques, Depth
Interview and Metaphor analysis. These techniques are used to identify the product related
belief and portray customer attitude.

Depth Interview: The depth interviews are long non-structured interviews of the respondents
taken by a trained interviewer. Respondents are encouraged to talk feely and express their
activities, interest and attitude towards the products and brand under study. Video recording
of the interviews are done to study the mood, interest and body language of the respondent. It
is used for getting new ideas regarding product redesign and product positioning.

Focus Groups: In focus group technique 10 to 12 respondents have a discussion on a
product. The group consists of a moderator- analyst who controls the group discussion. The
moderator encourages the group to discuss about their interest, reactions, motives, feeling,
and attitudes about the researched product.

Projective Techniques: The projective technique consists of various disguised test that
contains ambiguous stimulus. The test contains some exercise like complete the sentences,
untitled pictures or cartoons and word association test. This technique is designed to know
the underline motive to the individuals. The method is closely associated with researching
consumer needs.

Metaphor analysis: It was found that most of the people most of their communication
through non verbal medium. People always think in images rather than words. If consumers
thinking process consists of series of images or pictures. Then it is important to collect
consumers’ feelings regarding research subject through sound, music and drawing.
Measurement of Customer Satisfaction: The supreme concern for every company is
customer satisfaction. Companies conduct consumer research regularly and used data to
retain customers and improve the quality and value of offering. The tools used are: mystery
shoppers customer satisfaction surveys, expectations versus experience and gap analysis etc.

Techniques of Sampling

A sample is a small part of the population under research, which having same characteristics
to represent the whole population.

A sample plan addresses the following questions:

o Whom to survey? (The sampling Unit: The respondents )
. How many respondents are needed to survey for research? (Sample size)
. How to select them? (The sample procedure)

There are two types of sampling technique probability or non probability sampling technique.

Probability Sample

Simple Random Sample Every respondent have equal change to be in the sample of
research.

Stratified Random Sample | The whole population is classified in to groups for example the
population is classified in to age groups and samples are drawn
from each group randomly.

Cluster (area) Sample The whole population is grouped as per their location and
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samples are taken location wise from the groups.

Non probability Sample

Convenience Sample If the researcher picks the most convenient population
members in the sample for data collection. The method is
called convenience sampling

Judgment Sample In judgment sampling method the researcher select the sample
by using his judgment. The respondents group which are good
prospects.

Quota Sample In this type of sampling the researcher take the specific number

of respondents from each category.

4.9.4 PRIMARY DATA COLLECTION
The data collection in case of qualitative research, higher trained social scientists is needed.
Quantitative research study generally used field surveyors for data collection. The researcher
needs to supervise the whole process and regularly and ensure the progress in research. The
researcher must review the completeness of the questionnaire regularly and make sure the
recorded responses are clear, complete and legible.

4.9.5 ANALYSIS OF DATA

The data in qualitative research is analyzed by the researcher by identifying the “keywords”
in the collected data. The common responses on researched variables are identified to present
the findings. In quantitative research the researcher first tabulate the data and then by using
sophisticated analytical programs the data analysis is done. The researcher correlates the data
through research variables and then grouped the data as per the independent demographic
variables.

4.9.6 REPORTING THE FINDINGS

In both qualitative and quantitative researches report include the executive summary of the
research findings. Report should include the research methodology stating objectives, design
of sample, instruments of data collection, techniques of data analysis, interpretation of data
and findings. The researcher can also include tables, and graphs to support the findings. A
sample of questionnaire should be included in the appendix that will facilitate management to
evaluate the objectivity and findings.

4.10 CONDUCTION OF CONSUMER RESEARCH

A researcher need understand and follow the whole research process carefully. For example if
the study objective is to develop segmentation strategies for the new fitness centre. The
researcher would first collect the secondary data of population information such as number of

Unit 4 Consumer Research: Types and Process Page 91 of 445




MS 503 Consumer Behaviour Uttarakhand Open University

fitness conscious men and women, in a specific area, age occupation and income. Then the
researcher and the marketing manager has to decide the parameters of the population to be
study (i.e. identify the sample unit). For example (the study is conducted on the men and
women between the ages of 18 years to 40 years lived in newly developed areas of city). A
qualitative research (focus group) need to be under taken to collect the information about the
target group and their attitude towards physical fitness. The researcher also needs to find the
special interest and extra services customers are looking from a fitness centre. The result of
the study will give a tentative idea about the age group to target and the service to offer.

The researcher now conducts a quantitative research to confirm the findings that appear from
the focus group study. The study should provide sufficient information to frame a research
design for a large sample survey. If the researcher still has doubt in any component of
research design such as framing of question or sequence of question, scale used etc. then
researcher can conduct a pilot study or small sample research. After refining the
questionnaire and other components of the research design, the researcher should conduct the
large sample quantitative research, using the probability sample. The probability sampling let
researcher knows the findings of the total population age group 18 years to 40 years. The data
analysis should grouped prospective customer into segments for fitness centre. The segments
are based on the consumer characteristics like life style, habits, attitude and perceptions.

" Check Your Progress-B

Q1. What are the different types of quantitative research design?
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Q5. Fill in the Blanks with appropriate word or words.

I.  Questionnaire is tool for .................. data collection
T | B 10 to 12 respondents discussed about a product.
iii.  Company records and reports are the sources ------------=--=-=---------- data sources for
research

4.11 SUMMARY

The consumer research is an extension to the field of market research. Consume research
enables researchers to predict what customers do in the market place. Why they react in a
particular way, from where and what they purchase from the market place? The consumer
research is conducted to for managerial prospective is to improve strategic decision making is
called as positivism. This positivism is a quantitative type of research in which empirical
research is conducted. Consumer research is used to identity cause and effect relation
between two variables under study. It is supplemented with qualitative research.

Qualitative research is conducted to know the consumer psychology towards a product
category that result the customer perception, feeling and emotion towards a product, product
category or an advertisement campaign. Qualitative research has small sample sizes,
generally experts and experienced respondents are being interviewed for the data collection.
The findings are cannot be generalized into large populations. The research are mostly used
for promotional ideas, new product development etc. Interpretivism a qualitative research
prospective is generally more concern with understanding act of consuming rather than
buying. The research process whether qualitative or quantities consists of six steps i.e.
Define the research objectives, Secondary data: collection and evaluation, Primary research
study design, Primary data collection, Data analysis, Report preparation on the findings. The
collection of data in case of qualitative research higher trained social scientists is needed.
Quantitative research study generally used field surveyors for data collection. During the
collection of data the researcher needs to supervise the whole process and regularly and
ensure the progress in research. The researcher must review the completeness of the
questionnaire regularly and make sure the recorded responses are clear, complete and legible.
The data in qualitative research is analyzed by the researcher by identifying the “keywords”
in the collected data. The common responses on researched variables are identified to present
the findings. In quantitative research the researcher first tabulate the data and then by using
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sophisticated analytical programs the data analysis is done. The researcher correlates the data
through research variables and then grouped the data as per the independent demographic
variables. Report should include the research methodology in which objectives, design of
sample, instruments of data collection, techniques of data analysis, interpretation of data and
findings. The researcher can also include tables, and graphs to support the findings. A sample
of questionnaire is included in the appendix that will facilitate management to evaluate the
objectivity and findings.
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_ EE‘_ 4.12 GLOSSARY

Causal Research: A research study that try to determine cause and effect relationship
among variables.

Depth Interview: A length and relatively unstructured interview designed to uncover
a consumer ‘s underlying attitude and motivation.

Focus Group: A quantitative research method in which about eight to ten person
participate in an unstructured group interview focus on a product or service concept.
Interpretivism: a postmodernist approach to the study of consumer behavior that
focuses on the act of consuming rather the act of buying.

Objectives: Reasons for why study is to take place that will help to determine the
types and level of information needed.

Positivism: A consumer behavior research approach that regards the consumer
behavior discipline as an applied marketing science. Its main focus is on consumer
decision making.

Qualitative Research: It is the research that are primarily used to obtained new ideas
for promotion or product.

Quantitative Research: It is the research that helps researchers to know the
customers’ attitude towards various promotional efforts.

Questionnaire: It is a primary data collection tools for research prepared on research
objective can be close ended or open ended.

Research Design: It is a blueprint for fulfilling research objectives and answering the
research questions.

Secondary Research: Research conducted for reason other than the specific problem
under study. Resulting data are called secondary research.
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Y 4.13 ANSWERS TO CHECK YOUR PROGRESS

Check Your Progress —A

Answers
i. True
ii. False
iii.  True
iv. True

Check Your Progress —B

I.  Primary
ii.  Focus group technique
iii.  Secondary

—
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.'g 4.16 TERMINAL QUESTIONS

Q1. What do you mean by consumer research? Explain various consumer researches.

Q2. Define different applications of consumer research?

Q3. State some the areas of marketing where consumer researches are conducted?

Q4. A Dbreakfast cereal company wants to test whether a “new improved version of its
well establish wheat brand would cause current heavy users to consume more of the
product than they normally do. What experiment might company use for the
purpose?

Q5. Explain what research design would be use if you want to conduct a study regarding
the demographic profile of the users of a particular brand of the product.

Q6. Explain the relevance of consumer behavior in modern business scenario.

Q7. Explain different probability and non probability sampling techniques.

Q8. Explain advantages and disadvantages associated with different consumer survey
methods.

Q9. Explain how data is collected in qualitative research?
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UNIT 5 CONSUMER BEHAVIOUR
PRACTICES/STUDIES IN INDIA

5.1 Introduction

5.2 Objectives

5.3 Introduction about consumer studies in India

5.4 The Consumer Psyche

5.5 Consumer Trends during Recession

5.6 Consumerism in India 1

5.7 Consumerism in India 2

5.8 Consumerism in India 3

5.9 Consumerism in India 4

5.10 Market Transition 1: Liberalization in India

5.11 Market Transition 2: Growth of the Communications & IT Sector
5.12 Market Transition 3: Permeation of Social Media in India
5.13 Summary

5.14 Glossary

5.15 References

5.16 Suggested Readings

5.17 Terminal Questions

5.1 INTRODUCTION

In the previous unit, you learnt about Consumer Research: Types and Process. We also
discussed that Consumer Research: Types and Process is a fundamental part of the marketing
planning process. In this unit we shall be discussing about consumer studies in India.
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5.2 LEARNING OBJECTIVES

After reading this unit you will be able;

e To understand the Consumer Psyche.
e Understanding about the Consumerism.
e To know about Market Transition

5.3 INTRODUCTION ABOUT CONSUMER STUDIES IN
INDIA

India is so socially various that it might appear to be unimaginable that there exists only one
purchaser perfect, however it creates the impression that globalization has prompted the
rising above of this social limit. Indian shoppers are among the most observing purchasers on
the planet. India had been and still is depicted as a blended economy, however she is
inclining towards the model of a free market economy all the more every year. The general
retail advertise in India has developed from US$ 310 billion (ca. 237.000.000.000 euros) in
2006 to US$ 470 billion (ca. 359.000.000.000 euros) in 2011 and is anticipated to achieve
US$ 675 billion (ca. 515.000.000.000 euros) in 2016.- Technopak Advisors

5.4 THE CONSUMER PSYCHE

Advertisers capitalize in the wake of understanding the buyer's state of mind. A few subtle
strategies: Online Marketing and web based business, Celebrity Endorsement,
"Complimentary gifts”, Quality Focus, Sensory Shopping, Understanding the Gender Divide,
Eco-accommodating Products, and so forth.

5.4.1 POWERFUL BRANDING
The Brand matters to numerous youthful and more seasoned shoppers. Capable brands like
Apple or Nike spend huge sums into publicizing.

5.5 CONSUMER TRENDS DURING RECESSION

There are a few patterns predominant everywhere throughout the world and in India too in
the midst of retreat: "Sellsuming": Sort of a deal framework, however with trade out the
center.

 Low-cost Entertainment.
* DIYs: For eg., cooking starting with no outside help.
« Incredibly enough, expanded an incentive in wellbeing.

« Enhancing aptitudes to enhance employability.
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 Reaching out to family and companions in the midst of emergency.

« Collaborative Consumption.

5.6 CONSUMERISM IN INDIA 1

Consumers in India:
e >40% of the consumers in India are between 20 and 49 years of age.
e <40% of the customers in India are under 19 years of age.
e <20% of the customers in India are over 49 years of age.
The majority of consumers are young(<30%years of age)

5.7 CONSUMERISM IN INDIA 2

Consumers in India may be classified into 4 broad sectors:

* Socialites and Upper Class
» Working Women
* Youth
* Conservatives (about 70% of consumers):
 Upper-middle Class- Consumers.
* Middle Class- Aspirants and Consumers alike.
* Destitute- Very little purchasing power and lie hand-to-mouth.
Consumers in India may be further classified into:

e Rural
e Urban

5.8 CONSUMERISM IN INDIA 3

The upper-and white collar class require a vibe decent affair today and are floating towards
extravagance, trying different things with design and innovation and are spoilt for decision.

5.9 CONSUMERISM IN INDIA 4

Increasing need for quality consumer goods, durables as well as FMCGs. Major Retail
Sectors:

Unit 5 Consumer Behaviour Practices/Studies in India Page 99 of 445



MS 503 Consumer Behaviour Uttarakhand Open University

food & grocery
clothing,
consumer durables and
books & music.

Small, unorganized outlets largely control these sectors. Tremendous potential for the
organised sector in various formats, such as hypermarkets, supermarkets, specialty stores,
discount chains, etc.

Check Your Progress-A

. ]
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5.10 MARKET TRANSITION 1: LIBERALIZATION IN INDIA

Liberalization in India started in 1991 with significant changes pushed through by India’s
Minister of Finance at the time (and occupant Prime Minister), Manmohan Singh. Prior to
that, India gagged under (incredibly!) considerably more administration than is clear today.
He renounced the levies and licenses important for a firm at the time, which were at first,
organized to micromanage the organizations..

5.11 MARKET TRANSITION 2: GROWTH OF THE
COMMUNICATIONS & IT SECTOR

India's IT blast comes from the shabby working expenses of ventures, for example, the
product improvement firms which give programming answers for all aims and purposes
under one rooftop. Bangalore, with her ideal climate and green cover (once upon a
time)served as the middle for this IT blast, with Hyderabad following not far behind. The IT
blast gave simple work to a technically knowledgeable Indian, which made another era of
youthful, urban experts with expanded acquiring power. The approach of keen portable
communication and the web India has 903 million cell phone clients (second all around) and
121 million web clients (third universally) as of January 2012 (Wikipedia)- has opened up
new settings for social showcasing.

5.12 MARKET TRANSITION 3: PERMEATION OF SOCIAL
MEDIA IN INDIA

e Number of Facebook users : 45.796.460 (grew by 8.418.860 in the last 6 months.)
e  Penetration of total population: 3.90%

Penetration of online population: 56.54%

Facebook’s Alexa Traffic Rank in India: 3

Facebook’s Reputation on Alexa: 7.161.312 sites linking in (Google has just
4.863.437 sites linking in.)

Facebook is paid obscene amounts of money for sharing our information and
preferences with marketers and product firms.

5.13 SUMMARY

India, similar to China, needs to broaden her significantly send out driven economy by
encouraging lower financing costs on effectively feasible credits and home loans with an end
goal to invigorate customer spending. This may work, or it could prompt an obligation
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emergency (more probable) like the ones which influence the world today. The change of the
Indian attitude from sparing to acquiring is one which, I for one, find progressively agitating.
Around 3/fourth of the Indian populace is rustic, so there is by all accounts colossal potential
for country retail, a change found in the influenced utilization design in India.
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_ QEC 5.14 GLOSSARY

Purchase Behaviour- Purchase behavior refers to the overt act of buying or
purchasing a brand.

Culture is the basic determinant of a person’s wants and behavior.
Social factors such as reference groups, family, social roles and statuses affect the
buying behavior of the consumer.
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5.16 SUGGESTED READINGS
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S
.f; 5.17 TERMINAL QUESTIONS

QL. Explain the concept of consumer Psyche.

Q2. What is the future of Consumerism in India.

. ]
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UNIT 6 CONSUMER MOTIVATION AND VALUES

6.1 Introduction

6.2 Learning Objectives

6.3 Consumer Motivation & Process
6.4 Theories of Motivation and Their Market Implications
6.5 Values

6.6 Values and Consumer Behaviour
6.7 Summary

6.8 Glossary

6.9 References/ Bibliography

6.10 Suggested Readings

6.11 Terminal & Model Questions

6.1 INTRODUCTION

Companies around the world are worries about the rising cost of consumer attention. The
market for consumer attention has become extremely competitive in the past few years and
companies are bound to invest heavily into grabbing consumer’s attention to their offerings.
It is very clear and established that when companies are able to acquire consumer’s attention
the payoff is huge.

One of the important aspects in grabbing consumer attention is the identification of consumer
motivation i.e., the drive to satisfy needs and wants through the purchase and use of products
and services. Marketers have long identified this motivation as an impelling and compelling
force behind most marketplace behaviours.! Consumer motivation is a process of need
satisfaction. Alongside motivation consumer value also is an important aspect linked with
consumer behaviour.

! Britt, S. (1950), “The Strategy of Consumer Motivation,” Journal of Marketing, 14(5), 666-74.
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The unit deals with why and how maotivation and values affect the consumer behaviour and
what marketing implications can be drawn through them for effective design and
implementation of marketing strategies. Specifically, the unit attempts to answer:

e Reasons behind people shopping.
e Different ways consumer assesses his/her needs?
e Reasons for consumer choosing a particular product over other?

6.2 LEARNING OBJECTIVES

After completing this module participants shall be able to:

e Understand the meaning of motivation and values,
e Discuss various theories of motivation and their impact on consumer behaviour, and
e Discuss the impact of values on consumer behaviour.

6.3 CONSUMER MOTIVATION AND PROCESS

The term motivation has been put to various tests. Several definitions provided by many
theorists have failed to meet the challenge of establishing a concise and meaningful
definition. In face the American Psychological Association once considered replacing the
word as a search term in the main psychological database [because] it had too much