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Chapter 7

Analyzing Consumer Markets and Buyer Behavior 

Learning Objectives

After reading this chapter students should:

· Understand the major factors influencing consumer behavior

· Know and recognize the types of buying decision behavior


· Understand the stages in the buying decision process

Chapter Outline

I. Influencing buyer behavior

A. Cultural factors

1. Culture—values, perceptions, and preferences that are the most fundamental determinant of a person’s wants and behavior

2. Subcultures—nationalities, religions, racial groups, geographical regions 

3. Social class—hierarchically ordered divisions in a society; members share similar values, interests and behavior (see Table 6-1)

B. Social factors

1. Reference groups—all groups that have an influence on attitudes or behavior

2. Family—the most influential primary reference group

3. Roles and statuses—activities a person is expected to perform and the status associated with each

C. Personal factors

1. Age and life-cycle stage—people buy different goods over their lifetime

2. Occupation and economic circumstances

a) Blue collar versus white collar

b) Spending income, savings and assets, debts, borrowing power, and attitude toward spending versus saving—all impact product choice

3. Lifestyle XE "Lifestyle" —pattern of living as expressed by activities, interests, opinions

4. Psychographics—the science of using psychology demographics to better understand consumers (VALS)

5. Personality and self-concept—personality characteristics that influence buying behavior (self-confidence, socialibility, etc., and ties to brand personality

6. Psychological factors

a) Motivation—correlated to the strength of a need (Freud, Maslow, Herzberg)

b) Perception—selective attention, selective distortion, selective retention

c) Learning—changes in behavior arising from experience

d) Beliefs and attitudes—a belief is a descriptive thought a person holds about something; an attitude is a person’s enduring favorable or unfavorable evaluations, emotional feelings, and action tendencies toward some object or idea

II. Buying decision process

A. Buying roles—five different roles: initiator, influencer, decider, buyer and user

B. Buying behavior

1. Complex buying behavior—high involvement, significant difference among brands

2. Dissonance-reducing buying behavior—high involvement, little or no perceived difference among brands. Purchase is fairly quick

3. Habitual buying behavior—low involvement, little or no brand difference

4. Variety-seeking buying behavior—low involvement but perceived significant brand differences. May occur to relieve boredom

C. Stages in the buying decision process

1. Problem recognition—difference between actual state and desired state

2. Information search—both internal and external sources

3. Evaluation of alternatives—different process for every consumer, involves weighing product attributes and their ability to deliver benefits

4. Purchase decision—form a preference and intention to buy. Actual purchase can be influenced further by attitudes of others and unanticipated situational factors

5. Post purchase behavior

a) Post purchase satisfaction—understanding the differences between buyer expectation and the product’s perceived performance. Minimizing the gap and achieving truthful representation

b) Post purchase actions—satisfaction or dissatisfaction will lead to subsequent behavior that can have both positive and negative effects

c) Post purchase use and disposal—learning more about use and disposal aids follow-on marketing and to enhance ecological awareness

6. Other models of the buying decision process

a) Health model—moving people to adopt healthful behaviors (smoking, diet, exercise)

b) Customer activity cycle model—mapping the pre, during, and post phases of behavior toward a specific task

III. Summary

Overview

In addition to a company’s marketing mix and factors present in the external environment, a buyer is also influenced by personal characteristics and the process by which he or she makes decisions. A buyer’s cultural characteristics, including values, perceptions, preferences, and behavior learned through family or other key institutions, is the most fundamental determinant of a person’s wants and behavior. Consumer markets and consumer buying behavior have to be understood before sound marketing plan XE "marketing plan" s can be developed. 

The consumer market buys goods and services for personal consumption. It is the ultimate market in the organization of economic activities. In analyzing a consumer market, one needs to know the occupants, the objects, and the buyers’ objectives, organization, operations, occasions, and outlets.

The buyer’s behavior is influenced by four major factors: cultural (culture, subculture, and social class), social (reference groups, family, and roles and statuses), personal (age and life-cycle state, occupation, economic circumstances, lifestyle, and personality and self-concept), and psychological (motivation, perception, learning, and beliefs and attitudes). All of these provide clues as to how to reach and serve buyers more effectively.

Before planning its marketing, a company needs to identify its target consumers and their decision processes. Although many buying decisions involve only one decision-maker, some decisions may involve several participants who play such roles as initiator, influencer, decider, buyer, and user. The marketer’s job is to identify the other buying participants, their buying criteria, and their influence on the buyer. The marketing program should be designed to appeal to and reach the other key participants as well as the buyer.

The amount of buying deliberateness and the number of buying participants increase with the complexity of the buying situation. Marketers must plan differently for four types of consumer buying behavior: complex buying behavior, dissonance-reducing buying behavior, habitual buying behavior, and variety-seeking buying behavior. These four types are based on whether the consumer has high or low involvement in the purchase and whether there are many or few significant differences among the brands.

In complex buying behavior, the buyer goes through a decision process consisting of need recognition, information search, evaluation of alternatives, purchase decision, and postpurchase behavior. The marketer’s job is to understand the buyer’s behavior at each state and what influences are operating. This understanding allows the marketer to develop an effective and efficient program for the target market.

Lecture—Consumer Concerns

This lecture is intended for use with Chapter 7, “Analyzing Consumer Markets and Buying Behavior.” It focuses on several major new issues in studies and strategies related to consumer marketing. The discussion begins by considering the privacy issue related to the consumer’s right to privacy. This leads into a discussion of some of the different types of consumers we find in the U.S. today and the implications for marketers in the future.

Objectives

· To stimulate students to think about the privacy issue, pro and con, for a firm when it attempts to achieve a better understanding of its customers.

· To communicate the role of various types of information that help the firm achieve a clearer understanding of its customers and the consumer behavior environment of the present and future.

Discussion

Introduction

Americans today feel more protective of their privacy than they did during most of the 1990s.  That is the fundamental conclusion of two surveys on privacy issues. Polls by Yankelovich and Louis Harris & Associates indicate continued high levels of concern over the way business obtains, uses, and disperses consumer information.

The more alarming figures arise from the Yankelovich survey, in which nine out of ten respondents favored legislation to regulate business uses of consumer information.  Forty-five percent of those polled strongly feel the need for privacy legislation, up from 23 percent in 1990. According to a Yankelovich partner: “Very seldom do we get 90 percent agreement on anything. That really attests to the fact that this is an enormously important issue to people.”

The Harris study is more reassuring, providing a less negative message. Although 82 percent of the respondents say they are “somewhat” or “very concerned” about threats to their personal privacy, their uneasiness is more focused on the government than business. The majority of respondents (57 percent) think businesses that handle personal information “are paying more attention to privacy issues these days.” An interesting aspect of this poll is, however, that 72 percent of the respondents agreed that “if companies and industry associations adopt good voluntary privacy policies, that would be better than enacting government regulations.”

There are some very consistent messages that have gotten clearer in recent years. They are:

· People regard their transaction information as something they feel they have lost control over, and that concerns them. 

· People are different. Some don’t want any direct marketing, some want everything you can give them, and in between there are people who want some say in what gets to them and what doesn’t. 

People in the last group (those who want a say in what comes to them) comprise the largest segment of the total (55 percent). This group recognizes the benefits of using personal information for business uses. However, they have to be convinced that the data being sought are relevant and subject to fair information practices. For these people, notice and the ability to opt out are very important. This group “favors voluntary standards, but they will back legislation when they think not enough is being done by voluntary means. As it is, over half the respondents (54 percent) do not believe current laws or business practices adequately protect their privacy.

At the same time, the Direct Marketing Association (DMA) reports that consumers purchased over $700 billion through direct marketing channels in 1998. This is not the contradiction it might seem. A 1994 survey regarding interactive services revealed that the respondents who were most interested in subscribing were also the most likely to have made purchases through direct marketing. They were also the most concerned about privacy, and their willingness to release personal information for interactive marketing purposes was contingent on the presence of policies that protected their privacy.

According to various surveys, the best customers for direct marketing are many of the same people who are looking for proper safeguards in the relationship between the marketer, the service provider, and the consumer. The apparent message here is that it would be a mistake for direct marketers to assume that their customers are not interested in privacy. Clearly, they are the people concerned about privacy.

Respondents to one of the surveys actually expressed a desire for better relationships with marketers. The survey indicated the people are tired of having to be vigilant about everything they do, and they would like to be able to trust a little bit again, but still they are looking for protection. The theme seems to be that it will take more than individual effort. A company could be doing everything right, but ten other companies are doing everything wrong, so in the consumer’s mind all marketers stink. The point is that businesses have to make much more of a concerted effort to show that they really do respect privacy.

From the surveys there are some important conclusions. First, companies cannot brandish the survey data and say they can prove that the industry is rock-solid and forthcoming. Secondly, if one considers the process from a broader point of view, it is clear that the public wants industry to be more forthcoming, and they will listen if the industry responds. If the industry does not respond, there could be potential for more regulation. The number of bills to regulate direct marketing passed and pending in various state legislatures is clear evidence of this point. Legislators are showing that this is an issue that people care about.

Behavioral Analysis

There is a substantial question about how well the American consumer is faring in this era of low inflation, downsizing, and global competition. It can be argued that maybe some of this fits VALS 2, but it is likely that one thing is for sure: just when we believe that we have a good understanding of the consumer, some movement or person comes along and upsets our theory. We can learn about the consumer by looking at recent surveys. In general, the surveys tell us the consumer is possessive but despite the events of the latter months of 2001 still somewhat passive.

To support this perspective Langer Associates, Inc., conducts an annual survey of American consumers. Langer specializes in qualitative studies of consumer marketing issues. The firm conducted focus groups with thousands of people across the U.S. and discovered that the following attributes and concerns are widely shared:

· Self-Security. As corporate downsizing continues to make headlines, self-employment is increasingly viewed as the safer option. Educational courses and media focused on starting and running a small business still have widespread appeal, as do ads featuring business owners.

· The “Mine” Generation. Sensing that resources are becoming sparse and stretched, the “Me” Generation is putting more emphasis on preserving what they do have: jobs, family, community, possessions—a change reflected in economics and politics.

· Localization. A new protectiveness following September 11, 2001, has translated into increased interest in issues like school budgets and neighborhood crime. Advertisers can tap into this by localizing their message as well as running national campaigns.

· More Together. Coffee bars and the Internet are becoming increasingly popular in part because they satisfy two conflicting desires: 

· Connection with others 

· Avoiding intrusive interaction 

· The message is that stores, restaurants, and clubs similarly can satisfy both needs by building zones of “alone-togetherness” into their layout. 

· Topsy-Turvy Retail. Focus group members often give higher marks for customer service to some discounters and off-price stores than the more upscale establishments. Clearly, the higher-price outlets need to work on this, and lower-price stores could promote service along with lower prices.

· Battle of the Superstores. Consumers like the more personal atmosphere of small, independent stores, and tend to sympathize more with the owners, but still they spend more at the mega-marts. Although there are signs that the public is beginning to tire of superstores, business remains brisk. Smaller stores will have to maintain excellent personal service, find niches to fill, and do more direct marketing to stay afloat.

· “Woo-Me” Marketing. Customers today will not seek out products or services; they assume that offers will come to them. Therefore, businesses need to be more proactive, approaching consumers with free trials and special offers.

· Yuppies, GenX Style. Twenty and thirty something’s who are settling into careers are spending more, especially the singles. However, they differ from yuppies of the 1980s in that they do not expect to make big money and are less interested in designer labels. Ads that stress value and de-emphasize status as a reason for buying (even if it is the reason) are likely to appeal to this crowd.

· Clothing Cutbacks. Until a new style of dressing renders their current wardrobes obsolete, most consumers feel they already have all the clothing they need. The trend toward more casual dress for work and socializing has added to their resistance, even though there are signs that more formality in clothing and other social matters may be on a comeback. The money that would have gone into the closet is being spent instead on homes, travel, and investments despite national and global economic and political issues.

· High-Tech Polarization. Attitudes toward technology are polarized, with many people still concerned about the impact of computers on employment, the depersonalization of business and personal relationships, and other issues. Possible remedies: Find ways to offer reassurance, and to maintain the “human touch.”

· Data Glut. Complaints about being overwhelmed by information are up sharply, indicating a potential market for those who can help simplify it and screen out extraneous communications.

· Changed Office Structures. Downsizing means more executives doing clerical work themselves, creating a market for foolproof photocopying and computer products. Other growth areas: outsourcing and products that aid in telecommuting from the home or the road.

· Solitude Time. On-the-job stress is creating the need for quiet time. Products that can be positioned as aids to relaxation include aromas, yoga, and reading materials.

· Working at Relaxing. Nothing is easy; professional/managerial types put a lot of effort into their down time, scheduling massages, gardening, and redecorating their city apartments. Ads can talk about people deserving to relax, and depict the humor inherent in striving for serenity.

These survey results are all very interesting, but the real question here is: What is the meaning of this for the business thinking of changing products or adding to its current offerings? 

Marketing Spotlight—Nike

The Nike story begins with its founder, running enthusiast Phil Knight. In 1962, Knight started Blue Ribbon Sports, the precursor to Nike. At the time, the athletic shoe industry was dominated by two German companies, Adidas and Puma. Knight recognized a neglected segment of serious athletes who had specialized needs that were not being addressed. The concept was simple: Provide high-quality running shoes designed especially for athletes by athletes. Knight believed that “high-tech” shoes for runners could be manufactured at competitive prices if imported from abroad. Without much cash to do any advertising for his products, Knight crafted his “grass roots” philosophy of selling athletic shoes: Speaking to athletes in their language and on their level; sharing their true passion for running; and listening to their feedback about his products and the sport. Each weekend Knight would travel from track meet to track meet—both high school and collegiate competitions—talking with athletes and selling Tiger shoes from the trunk of his green Plymouth Valiant.

  The company’s commitment to designing innovative footwear for serious athletes helped it build a cult following that rapidly reached the American consumer. By 1980, after just under two decades in the business, Nike had become the number one athletic shoe company in the United States. Unfortunately for the company, this wave of success was soon to crest as rival companies positioned themselves to take advantage of the aerobics craze, which Nike largely ignored. Companies like Reebok and L.A. Gear developed fashionable and comfortable products aimed at women fitness enthusiasts that sold remarkably well. 

Nike refused to join a market it saw as low in quality and heavy on cosmetic properties and continued making durable, performance-oriented products. The company lost millions in sales and allowed Reebok to gain basically uncontested market share points. By 1987, Reebok had nearly doubled Nike’s market share, with 30 percentage points compared to Nike’s 18. Fortunately for Nike, the company chose to fight back with product innovations and persuasive marketing. The company’s “Air” technology revitalized the company with the additional aid of successful advertising campaigns such as the 1987 “Revolution in Motion” spot for the new Air Max shoes and the “Air Jordan” commercials. When Nike unveiled its now-famous “Just Do It” campaign in 1988, just as Reebok developed the “Reeboks Let U.B.U” slogan, the company was on its way to a full recovery. By 1989, Nike had regained the market leader position in America as market share rose three points above Reebok to 25 percent that year. 

In the 1990s, Nike continued its consumer focus. Nike kept its “finger on the pulse” of the shoe-buying public in part through the use of “EKINs” (Nike spelled backwards) – sports-loving employees whose job was to hit the streets to disseminate information about Nike and find out what was on the minds of retailers and consumers. Nike’s “Brand Strength Monitor” formally tracked consumer perceptions three times a year to identify marketplace trends. In areas where it felt less knowledgeable, e.g., outside of track and basketball, Nike was more likely to commission customized research studies. Nike’s inventory control system, called “Futures,” also helped it better gauge consumer response and plan production accordingly. 

Innovative product development had always been a cornerstone of the company. By 1998, Nike was unveiling a new shoe style, on average, every day. In 1999, the company put the power to design shoes in the hands of its customers with the NIKEiD project. NIKEiD enabled customers to personalize a pair of selected shoe models using online customization software. The software led consumers through a step-by-step process: customers could choose the size and width of the shoes, pick the color scheme, and affix their own 8-character personal ID to the product. Early reviews of the NIKEiD project were full of criticism of the limited selection and availability, so less than a year after its debut, Nike added additional shoe models and more customization options while increasing site capacity. 

Though the company had become a household name throughout the world and, more important, achieved the position of global sportswear leader, Nike was still $3 billion shy of reaching the goal of $12 billion that Phil Knight initially intended the company to reach by 2000. In a letter in Nike’s 2000 annual report, Knight addressed the issue of how to jumpstart his company’s slowed growth and offered the following formula: “We need to expand our connection to new categories and toward new consumers.” This quotation is indicative of Nike’s relentless drive to build its brand with a strong consumer focus. 

Questions 

1. While Nike made significant changes to maintain its global leadership position, there appear to be some problems in maintaining and growing that position. Is Knight correct in his formula for jumpstarting Nike’s growth (last paragraph), or is the matter more complicated?

2. Develop and evaluate the types of pro and con marketing environmental changes that you see for Nike. Given the options and challenges that Nike faces, how would you proceed with a strategic marketing plan for the firm?

