Customer behaviour

Topic 1 – Introduction to customer behaviour
Study unit 1 – The nature of customer behaviour

· Customer behaviour entails the behaviour that customers display in searching for, purchasing, using, evaluating and disposing of products and services that they expect will satisfy their needs.
· Dimensions of customer behaviour:
1. Types of customers

· Household & business

· Reasons for business buying:

i. To manufacture other products and services

ii. To resell (retailers)

iii. To conduct the organisation’s operations

2. Roles of the customers

· User – person actually consuming / using the product
· Payer / buyer – person who finances or pays for the purchase

· Selector – person who participates in the procurement of the product from the marketplace

3. Mental and physical activities

· Physical activities – actions taken by customers such as visiting a store, comparing info in brochures, and buying the product.

· Mental activities – take place when customers assess how well products will satisfy their needs, taking into account their knowledge of the brands, their experience with the products, and any other opinions or views they have about the products.

· Factors influencing the customer’s decision-making process:

i. Individual factors – motivation, perception, learning ability, attitude, personality, lifestyle.

ii. Group factors – family, culture, social class, reference groups, opinion leaders
· Customer – person or organisation unit that plays a role in the completions of a transaction with the marketer or other entity.

· Applications of knowledge of customer behaviour:

1. Marketing strategy

· Based on explicit and implicit beliefs about customer behaviour

2. Social marketing strategy

· The application of marketing strategies and tactics to alter, influence or create organisational behaviours that have a positive effect on the targeted individuals and / or society.

· Successful social marketing strategy requires sound understanding of the behaviour of those targeted by the strategy.

3. Informed individuals

· Informed individuals can develop from a sound knowledge of customer behaviour, and can help to enhance individuals’ understanding of themselves and of their environment.

· Customer value – the difference between all the benefits derived from a product and all the costs of acquiring those benefits.
· Components of market analysis:

1. Customers – to be able to anticipate and react to the needs and wants of its customers, it must understand their behaviour.  Can be done by market research and customer value analysis.

2. The organisation – defined as a consciously coordinated social unit, composed of 2 or more people that functions on a relatively continuous basis to achieve a common goal or set of goals.  An organisation must be fully cognisant of its ability to meet customer needs.  This requires an objective evaluation of finances, managerial skills, production capabilities, technological sophistication, marketing skills, etc.
3. Competitors – must be studied in terms of their capabilities and strategies, so that the organisation can meet the needs of its customers better than its competitors
4. Environment – comprises all the variables that directly or indirectly influence marketing activities.
· The organisation must combine the product, price, distribution and communication elements at its disposal to satisfy the needs of the consumers in its target market.  The combination of these elements is called the marketing mix:
1. Product – a set of tangible and intangible attributes which may include packaging, colour, price, quality and brand, as well as the seller’s services and reputation.  Customers are not buying a set of attributes, they are buying “want satisfaction” in the form of the benefits they expect to receive from the product.

2. Promotion (marketing communications) – a company’s attempt to influence potential customers.  Serves to inform, persuade and remind the market about the organisation or its product or service.  The forms of marketing communications:  personal selling, advertising, sales promotions, public relations and publicity.  

· To communicate effectively with the target market, the marketing communications strategy requires answers to the following:

i. With whom do we want to communicate?

ii. What effect do we want our communication to have on the target audience?

iii. What message should we convey to the target market?

iv. What means and media should we use to reach the target audience?

v. When should we communicate with the target audience?

3. Price – customers can buy ownership of a product or limited usage rights (e.g. rent or lease).
4. Place (distribution) – the role of the distribution element in the mix is to get the product or service to the organisation’s target market, because if it is not where the customer requires it to be, the organisation will be unable to satisfy the customer’s needs.
· An overall model of customer behaviour:

[image: image1.emf]CUSTOMER

External influences:

Culture

Subculture

Reference groups

Social class

Family

Marketing activities

Internal influences:

Perception

Learning

Motivation

Lifestyle

Attitudes

Personality

Self-concept

Market characteristics:

Climate

Economy

Government

Technology

Personal characteristics:

Race

Gender

Age

Decision making:

Individual

Organisational

Family


Study unit 2 – Creating market value for customers

· Value – the beliefs that a community shares and that provide guidelines for how community members should think, act and feel in a given situation.  Value is closely tied in with customer culture.  Value indicates that a particular product has potential benefits such as product quality, image and purchase convenience which consumers expect from it at a particular price level.
· Market value – the potential of a product or service to satisfy a customer’s wants and needs.
· Market value usually consists of:

1. Universal values – satisfies the basic needs of the customer (hunger, thirst, safety, etc.)

2. Personal values – satisfies the wants of the customer, which are usually of a more personal nature.  Can be group specific, or individual specific.  Group specific personal values are the basis for segmentation strategies, while individual specific personal values form the basis for one-on-one marketing and relationship marketing strategies.

· Matrix of values and customer roles:
	
	User
	Payer
	Buyer

	Universal values
	Performance value
	Price value
	Service value

	Personal values:  Group specific
	Social value
	Credit value
	Convenience value

	Personal values:  Individual specific
	Emotional value
	Financing value
	Personalisation value


· Market values sought by users:
1. Universal values – performance.  The universal value sought by the user is what the product or service can do for him.

2. Personal values – social and emotional.  Social values influence the consumer to buy a product that is congruent with the norms and standards of their friends.  Consumers also buy a product because of its emotional value – a Mercedez has emotional value as it tells the world that the owner has “arrived”.  The consumer creates emotional value through experiential consumption.

· Market values sought by payers:
1. Universal value – price.  Price value of the product that the consumer is obtaining.

2. Personal values – credit and financing.  Credit value is created when the customer pays by credit card.  Financing value is created when the payer is offered terms of payment to make the payment more affordable.

· Market values sought by buyers:
1. Universal value – service.  Service value is measured according to the following three elements:

· The pre-purchase advice and assistance of the salespeople.
· The post-purchase advice and assistance of the salespeople.

· Freedom from risk of a miss-purchase.
2. Personal values – convenience and personalisation.  By making a product easy to buy, the retailer creates convenience value for the buyer.  The personalisation value is created for the buyer by means of customisation and interpersonal relations.  
· Organisations must ensure they deliver value to their target markets.  Question remains of what exactly constitutes value to the customers, which has to be research.  The only way to determine if value was added to the product / service bought by the customer is to measure it.  The following steps are involved in determining if value was added:
1. Determine what value the customer expects from a product or service.  Can be done by customer satisfaction index.

2. Prepare a strategy to deliver the value to the customer.  One way of doing this is to explain to management the importance of customer value management (CVM).

3. Measure how well these values were delivered, by using a measurement instrument such as the balance scorecard (BSC).

4. Determine if there are any deviations and if there are, ensure that they are corrected.

· Value-based marketing – the way in which the organisation designs and manufactures useful products that it delivers on time while maintaining a more than satisfactory level of service for an extended period.
Topic 2 – External factors influencing customer behaviour

Study unit 3 – Market characteristics

· Market characteristics and the influence on consumer behaviour:
1. Demographical characteristics – demography is the study of people’s vital stats, such as age, race or ethnicity, and location.  These characteristics are strongly related to consumer buyer behaviour and are accurate predictors of how the target market will respond to a specific marketing mix.
· Growing population, its age and high urbanisation rate have a direct impact on the type of products consumers want and need.  This influences the type of message marketers convey, as well as the price they charge for the product or service that the company offers.
· Literacy rate and level of education has a direct impact on the integrated marketing communication mix that marketers use to promote their products and services to current and potential consumers.

· Composition of the SA labour market, the high unemployment rate and the migrant worker status of the African people influence the blend of products and services that local companies provide.

· Although there is a decrease in the state of informal housing and in the number of households accessing water from rivers, streams and dams, there is still a proportion of the population that cannot satisfy their basic needs for shelter and water.  Marketers may be able to provide such people with affordable products that could help their situation.
· Increase in access to electricity and telephones provide local marketers with the opportunity to sell more electronic products.

· Increase in access to sanitation and health care facilities indicates that there is a change in the way people make decisions regarding their health care.

2. Economic factors

· Economic areas of greatest concern to most marketers are the conditions of inflation and the impact of interest rates and currency fluctuations on prices and consumer demand.
· The cumulative impact of consumers’ purchase decisions, including the decision to forgo consumption is a major determinant of the state of a given country’s economy.

· Inflation, interest rates, unemployment, the economic growth rate and the incomes of consumers are economic variables which could influence consumer behaviour.

3. Governmental factors

· Legislation affecting marketing activities can be divided into three categories:
i. Promoting competition – e.g. the bill that prohibits restrictive trading practices like price collusion.

ii. Limiting competition – e.g. laws providing Telkom and the Post Office with legal protection against competition.

iii. Protecting consumer rights – e.g. the proposed Consumer Affairs Act.

· Major consideration for marketers is legislation passed in response to pressure created by consumers, e.g. in response to those who have conducted business unethically.  This has resulted in many organised formal structures to protect consumers’ rights. 8 basic rights for consumers:

i. The right to basic needs

ii. The right to safety

iii. The right to be informed

iv. The right to choose

v. The right to be heard

vi. The right to redress

vii. The right to consumer education

viii. The right to a healthy environment.

4. Physical conditions

· 2 aspects play a role in terms of the physical environment:

i. Climate – determines kinds of crops that farmers grow and has an immediate influence on food consumption, use of clothing, housing patterns and the geographical distribution of the population.  Climate affects all basic needs and wants of South African consumers:   food, clothing and shelter.

ii. Deterioration of the natural environment – deterioration has resulted in consumer demand for environmentally friendly, sound products as well as government regulations affecting product design and manufacture.

5. Societal factors

· Societal factors include attitudes, values and lifestyles and are the most difficult variables to forecast, influence or integrate into marketing plans.

6. Technological factors

· Technological advances affect consumer behaviour in the following ways:
i. The way people access information about the marketplace and the alternatives it offers has been permanently altered

ii. The way marketers communicate with their consumers has taken on a more electronic form

iii. The ways consumers’ purchase processes are increasingly changing to take place via the internet and using credit card technology

iv. The way consumers can now purchase anything from everywhere in the world at any time, thereby increasing competition for SA companies.

· Marketing responses to market characteristics:
1. Green marketing – growing concern for the environment lead to a different approach to marketing.  This approach, called green marketing, focuses on the environment and generally involves:
· Developing products whose production, use or disposal is less harmful to the environment than the traditional versions of the products

· Developing products that have a positive impact on the environment

· Linking the purchase of a product to an environmental organisation or event

2. Cause-related marketing – refer to the application of marketing principles and tactics, and to advance a cause such as a charity, an ideology or an activity.
3. Marketing to gay and lesbian consumers

4. Gender-based marketing

Study unit 4 – Culture and subculture

· Culture is a selective human-made way of responding to experience, or a behavioural pattern, which means that culture influences or affects motives, brand comprehension, attitudes and consumers’ intention to use.  From a consumer behaviour perspective, culture can be defined as the sum total of learned beliefs, values and customs that serve to direct the consumer behaviour of members of a particular society.
· Culture refers to the complex pattern of behaviour common to members of a society; such behaviour is learned and handed down from one generation to the next and consists of norms, mores, beliefs, values, perceptions, attitudes, symbols and language.
· An individual’s customer behaviour functions within the framework of the cultural group to which he belongs.  The decisions an individual needs to make are largely determined by the norms and behaviour patterns of his cultural group.

· The bounds that culture sets for behaviour are called norms.  Norms are rules that specify or prohibit certain types of behaviour in certain situations and are based on or derived from cultural values.

· Cultural values are widely held beliefs that affirm what is desirable.  Violation of cultural norms results in sanctions or penalties ranging from social disapproval to banishment from the group.

· Customs, beliefs and values:
· Customs are overt modes of behaviour that constitute culturally approved or acceptable ways of behaving in specific situations.  Consist of daily or routine behaviour.

· While beliefs and values are guides for behaviour, customs are usual and acceptable ways of behaving.

· Beliefs consist of the great number of thought or expressed statements that reflect a person’s particular knowledge and assessment of something.

· Values are also beliefs, but values differ from beliefs in that each one must meet the following criteria:

1. They are relatively few in number

2. They serve as a guide for culturally appropriate behaviour

3. They are enduring, or difficult to change

4. They are not tied to specific objects or situations

5. They are widely accepted by the members of a society.

· Needs and culture:

· Culture exists to satisfy the needs of people in a society.  It offers order, direction and guidance in all phases of human problem-solving by providing tried and trusted methods of satisfying physiological, personal and social needs.
· In a cultural context, when we no longer find a product acceptable because it’s related value or custom does not adequately satisfy our needs, it must be modified.

· Learning and culture:

· Forms of learning:
1. Formal learning – adults and older siblings teach a young family member “how to behave”

2. Informal learning – child learns primarily by imitating the behaviour of selected others

3. Technical learning – teacher instructs children in an educational environment.

· Language, symbols and rituals:

· Language – members of society communicate through common language (important for advertising)
· Symbol – anything that stands for something else.  Marketers use symbols to convey desired product images or characteristics.

· Ritual – type of symbolic activity consisting of a series of steps occurring in a fixed sequence and repeated over time.

· The dynamic nature of culture means that marketers have to consistently reconsider:
· Why consumers are now doing what they are doing

· Who the buyers and users of their products are

· When consumers do their shopping

· How and where the media can reach consumers

· The new product and service that may be emerging

· Enculturation – the learning of our own culture
· Acculturation – the learning of a new or foreign culture.  The process of acculturation results in the growth of a cosmopolitan urban community, with different ethnic groups experiencing constant interaction.  This results in the development of subcultures, e.g. the dynamic growth in township cultures characterised by unique belief systems, dress codes and language patterns.

· Subculture – a distinctive group of people in a society who share common cultural meanings for effective and cognitive responses, behaviours and environmental factors.  Subcultures include nationalities, language communities, religions, racial groups and geographic regions.

· Various social institutions transmit the elements of culture and make sharing of culture a reality:
· Family – the primary agent for enculturation, and from a marketer’s point of view it teaches consumer-related values and skills

· Educational institutions – impart basic learning skills, history, patriotism, citizenship and technical training

· Houses of worship – provide religious consciousness, spiritual guidance and moral training

· Mass media – disseminate information about products, ideas and causes. 

· Individualism – emotional independence from groups, organisations, and other collectivities.  Compared to people in collectivist cultures, people in individualistic societies tend to be more self-centred and self-enhanced; less willing to sacrifice for their in-groups; less loyal and emotionally attached to in-groups; and less concerned with their in-group needs, goals, norms, integrity and consequences.  They tend to consider the individual self as the basic unit and a source of life identity, purpose and goals.
· Those in collective cultures value their group membership, respect group processes and decisions, and expect other in-group members to look after or protect them in case of need or crisis.  For them, keeping good and harmonious relationships inside their in-group is a priority, and avoiding loss of face is important.

· Social values:
· Values exist mainly at the individual level, but when one is substantially shared throughout a society, it becomes a cultural value.

· Terminal values – beliefs about desired end-states such as freedom, comfortable life and mature love

· Instrumental values – beliefs about desired modes of action, such as being independent, ambitious or honest.

· Personal values:
· Personal values are shown as the underlying determinant of consumer attitudes and consumption behaviour.

· Personal values is one of the most influential factors that affect the type of needs consumers try to satisfy through purchase and consumption behaviours.

· The value concept in marketing:
· Value structure map – strategic tool which describes how a particular group of subjects tend to perceive or think about a specific product or brand.

· The Socio-monitor is an investigation of the values of South African adults that are relevant to decision-makers.  The value groups identified can be used in the segmentation of consumer markets.
· Methods for measuring culture:
1. Content analysis

· Focuses on the content of verbal, written and pictorial communications.  Relatively objective way of determining social and cultural changes within a specific society.

2. Consumer fieldwork

· Researchers are likely to select a small sample of people from a particular society and carefully observe their behaviour.  Characteristics of field observation:
· It takes place within a natural environment

· It is performed sometimes without the subjects’ awareness

· It focuses on observation of behaviour

3. Social value measurement

· Researchers use value measurement instruments to ask people how they feel about basic personal and social concepts such as freedom, comfort, national security  and peace.
Study unit 5 – Reference groups and social class

· Reference groups form part of group dynamics that can be defined as any person or group that serves as a point of comparison or reference for an individual consumer in forming certain values, attitudes and behaviour patterns.  A reference group involves one or more people that a consumer uses as a basis for comparison or “point of reference” in forming responses and performing behaviours.
· The main influences on the black consumer’s buying behaviour in South Africa are family members, peer group pressure and role models.

· Types of reference groups in South Africa:

1. Formal and informal reference groups

· Each formal reference group has a clearly defined structure and membership.  Membership may have an impact on behavioural processes such as having drinks at the local club.

· Informal reference groups also have significant interaction, but they have no formal rules.

2. Primary and secondary reference groups

· Primary reference groups have face-to-face interaction while secondary reference groups do not.

· A primary reference group would be pupils in a class at school, while a secondary reference group could be a group of people who live in another country, but who still exert an influence on your buying behaviour.

3. Membership and non-membership reference groups

· We tend to be members of a certain group and model our behaviour on others in the group.

4. Aspirational reference groups and dissociative groups

· Aspirational reference groups are groups that people aspire to belong to.  

· Dissociative reference groups are groups that you avoid and reject.

· Consumers associate with certain reference groups for the following reasons:
1. Information (informational influence) – Reference groups transmit valuable information to each other.  Customers often accept the opinions of group members as credible, especially when it is difficult to assess product or brand characteristics by observation.
2. Reward and punishment (normative or utilitarian influence) – when consumers fulfil the expectations of a particular group, they may receive a reward or be sanctioned.

3. Aspiration (identification influence; value-expressive reference groups) – a person’s aspiration to belong to a certain reference group may enhance their self-concept.
· Determinants of reference group influence:
1. Group influence is strongest when a product or brand is visible to the group.  

2. Reference group influence is higher the less of a necessity an item is

3. The more commitment a person feels to a group, the more he will conform to its norms.

4. The more relevant a particular activity is to the group’s functioning, the stronger the pressure to conform to the group norms concerning that activity.

· Social class – a group of people in a country who are considered equal in status or community esteem, who socialise together on a regular basis formally and informally and who share behaviour patterns.
· A strong middle class is essential for a vigorous democratic society because it guarantees political stability for the country in the long run.

· One of the most important ways in which South African social classes are described is by using the Living Standards Measure (LSM), which is the most universally applied method of segmenting the SA consumer market.

· Social class strongly influences customer lifestyles and in general is a good indicator of the type of product that a customer would be interested in buying.  

Topic 3 – Internal factors influencing customer behaviours

Study unit 6 – Personal characteristics

· Factors which influence consumer’s buying decisions can be grouped into general factors and product-specific factors.
· Personal characteristics – age, race & gender.  Each customer possesses these as an individual.  Since they are not unique to the individual, they are also termed group traits.

· Personal characteristics and customer roles:

	Characteristic
	User
	Payer
	Buyer

	Race
	· For personal care items, customers seek products that are compatible with their skin and hair needs.

· Ethnic tastes in food, clothing , and homes differ

· Some minority groups seek social values as compensation
	· Economic means are unevenly distributed across races and ethnic groups

· Race-based discrimination in credit limits affordability for some customers
	· Many customers prefer ethnic stores and suppliers
· Race and ethnic group influence the preferred modes of interaction with vendors

	Gender
	· Many products and services are gender specific, owing to either physiology or culture
· In some cultures, women might use emotional products more
	· Gender roles may be the basis for allocating the payer role
	· Gender roles may be the basis for allocating the buyer role
· Where gender roles include women in the workplace, women might seek convenience and time saving in shopping.  In some cultures, men are still learning shopping skills

	Age
	· Product / service usage in many categories is contingent on age
· Social and emotional values are more important for youth

· Product / service needs are influenced by the physical limitations related to aging (such as inability to lift heavy weights or read fine print)
	· Age influences the amount of financial resources
· The payer’s role is more separate from the user’s among youth (dependent on parents) and the elderly (dependent on government for income)
	· Elderly buyers need more service and convenience
· Word-of-mouth communication about shopping is highest among youth

· Older buyers (in both businesses and households) prefer to buy based on the relationship with the seller


· Race – genetic heritage group into which a person is born.
· Ethnic identity – ethnic heritage into which a person is born.

· If ethnic segments differ in their needs and values they should be treated differently by marketers.

· Gender identity – traits of femininity and masculinity. Gender roles can be described as the behaviours considered appropriate for males and females in a given society.

· Gender roles are ascribed roles and therefore based on an attribute over which the individual has little or no control.  

· Achievement roles are based on the performance criteria over which the individual has some degree of control.

· Significant female market segments:

1. Traditional housewife

2. Trapped housewife

3. Trapped working woman

4. Career working woman

· Major reasons for studying age and its impact on marketing:
1. The things that a person needs or wants change as their age changes.

2. Age helps marketers to calculate the lifetime value of a customer.

3. Changes in the age composition of a population correlate with significant shifts in values and demand.

· Concepts of age:
1. Chronological age – the length of time that has passed since a person’s birth

2. Biological ageing – changes taking place in the human functional capacity over time.  It usually correlates with chronological age.

3. Psychological ageing – changes in people’s self-perceptions and cognitions.

4. Perceived age – age that a person feels.  Often differs from the chronological age.

· Values that marketers should consider when marketing to older customers:
1. Autonomy – seniors want to lead active lives and be self-sufficient

2. Connectedness – seniors value the bonds with family and friends

3. Altruism – seniors feel that they would like to give back to the world and help others

4. Personal growth – seniors are still interested in trying new activities and experiences, and developing their potential.

· Comparison of selected age cohorts across marketing-related issues:
	Themes
	Generation Y
	Generation X
	Baby Boomers

	Purchasing behaviour
	Savvy, pragmatic
	Materialistic
	Narcissistic

	Coming of age technology
	Computer in every home
	Microwave in every home
	TV in every home

	Price-quality attitude
	Value-oriented:  weighing price-quality relationships
	Price-oriented:  concerned about the cost of individual items
	Conspicuous consumption:  buying for indulgence

	Attitude toward brands
	Embracing brand
	Against branding
	Loyal to a brand

	Behaviour toward advertisements
	Rebel against hype
	Rebel against hype
	Respond to image-building hype


Study unit 7 – Customer perception and learning

· Perception – the process by which people select, organise and interpret stimuli to the five senses of sight, sound, smell, touch and taste.    It is the way that buyers interpret the world around them.  
· The process of perception involves being exposed to a stimulus, paying attention to it and then interpreting its meaning in order to respond to it.  Perception is:

1. Selective – we notice only a small number of the stimuli in our environment and of these, we attend to an even smaller number.  This selectivity is called perceptual defence.  It means that as individuals we are not passive recipients of marketing messages.

2. Subjective – we interpret the stimuli according to our unique personalities, biases and needs.

3. Based on the individual’s frame of reference – the individual’s act of perceiving is based on his experience.

· The perceptual process consists of four stages:
1. Exposure

· Exposure – the degree to which people notice a stimulus that is within range of their sensory receptors.

· Most of the stimuli to which an individual is exposed are “self-selected”.  

2. Attention

· Attention is determined by the individual, the stimulus and the situation.

· Individual – customers are more likely to be aware of stimuli that relate to their current needs.

· Stimulus – stimuli that differ from others around them are more likely to be noticed.  Contrast can be created in:  size and intensity, colour, position and isolation.

· In perceiving a stimulus with a given set of characteristics, customers will also be influenced by the context of the stimulus, namely, the situation.

3. Interpretation

· Individuals tend to interpret information according to their existing beliefs, attitudes and general disposition, and experiences, i.e. the subjective qualities and frame of reference we refer to earlier.

· Selective interpretation may be due to:

· Mis-indexing – this refers to the way people tend to classify or categorise the meaning of the message.
· Distorting – either purposefully or subconsciously, customers distort the message to fit in with their likes, dislikes, prejudices and attitudes. 

4. Memory / recall
· Memory is selective.  Marketers should be aware of the following factors that affect recall:

· The positive-sleeper effect – a customer may not be convinced by an advertising message, but may still react in the desired way – by buying the product.

· The boomerang effect – may result in customers reversing their decision to buy one product and taking the directly opposite course of action by buying another, competing product.

· Overcrowded file space – the marketing message should be as simple as possible, not to contribute to the confusion.

· Learning is the process by which individuals acquire the buying and consumption knowledge and experience they apply to future-related behaviour.
· Elements of learning:

1. Stimulus – something that stimulates the learner’s interest.  A person can be stimulated by physical objects or intangibles.

2. Response – any action, reaction or state of mind resulting from a particular stimulus or cue.

3. Reinforcement – increases the likelihood that a particular response will occur in the future as the result of specific cues or stimuli. 2 important aspects of reinforcement are repetition and participation.

· Learning theories are mechanisms for or ways in which learning takes place:

1. Classical conditioning – process in which a person learns an association between two stimuli because of their constant appearance as a pair. (Pavlov’s dogs)
2. Instrumental conditioning – occurs as the individual learns to perform behaviours that produce positive outcomes and to avoid those that yield negative outcomes.  In instrumental conditioning, learning will take place if the consumer is conditioned to believe that a specific response to a stimulus will lead to a positive reward.
3. Cognitive learning – learning something by acquiring information, interpreting and evaluating it, and then taking action on the basis of the acquired knowledge.  Types of cognitive learning:
· Iconic rote learning – learning the association between 2 or more concepts in the absence of conditioning

· Vicarious learning or modelling – observing the outcomes of others’ behaviours and adjusting our own accordingly.

· Reasoning – individuals engage in creative thinking to restructure and recombine existing and new information to form new associations and concepts.

Study unit 8 – Customer motivation

· Nature of motivation:
· Motivation = when a customer wants to satisfy a need that has arisen.

· Need = something physical or psychological that the body must have to function and develop.  Types of needs:  

· Innate needs – physiological and help to sustain biological life

· Acquired needs – those we learn in response to our culture and environment

· Utilitarian – person wants to achieve some functional or practical benefit

· Hedonistic – pleasant emotional responses or fantasies

· Need arousal – types of needs arousal:
· Physiological arousal – usually involuntary, stimulus come from inside (hunger).  
· Emotional arousal – thinking results in the arousal or stimulation of latent (unconscious) needs.

· Cognitive arousal – triggered by a stimulus in the environment.  Something triggers thoughts in a person that will result in a cognitive awareness of needs (Telkom add).

· Environmental arousal – needs determined by specific cues in the environment.
· Once a need is aroused, it produces a drive state – affective state in which a person experiences emotions and physiological arousal.
· Classification of motives (needs):
· Maslow’s hierarchy of needs:

· Based on 3 premises:

i. All humans adopt a set of motives through genetic endowment and social interaction

ii. Some motives are more basic than others

iii. The most basic motives need to be satisfied to a minimum level before other, more advanced motives.

· Needs in the Maslow hierarchy:

i. Physiological needs – water, sleep, food:

Most prominent motives.  Human behaviour will be primarily directed at satisfaction of these needs.

ii. Safety – security, shelter, protection:

e.g. Volvo’s promotion of safety.

iii. Belonging – love, friendship, acceptance:
Buying of gifts, participating in group activities

iv. Ego needs – prestige, status, accomplishment:
2 subgroups – firstly self-respect and self-esteem, secondly, need for respect and approval by others. Driving a car that reflects who we are.

v. Self-actualisation – self-fulfilment, enriching experiences

Self-improvement.  Hobbies, travel, education.

· Segmentation based on hierarchy:

i. Segmentation applications – add appeals are directed based on market segmentation on need levels.

ii. Positioning applications – used for positioning products.

· McGuire’s psychological motives

· Motive classification more specific than Maslow’s.

· 2 categories:

i. Internal motives:

· Consistency – need for internal equilibrium or balance.  Clarifies the need for a consistent marketing mix.

· Causation – determine who or what causes the things that happen to us.  Used primarily for analysing customer reactions to promotional messages in terms of credibility.
· Categorisation – establish categories or mental partitions that provide frames of reference.  E.g. pricing of R9.95 instead of R10
· Cues – observable cues or symbols that enable us to infer what we feel and know. Brand names on clothing.
· Independence – feeling or self-governance or self-control. “Do your own thing”
· Novelty – variety and difference.  Variety seeking behaviour.
ii. External motives

· Self-expression – express self-identity to others

· Ego defence – defend or protect our identities or egos

· Assertion – increase self-esteem

· Reinforcement – act in such a way that others will reward us

· Affiliation – develop mutually satisfying relationships with others

· Modelling – base behaviour on that of others.

· Economic and emotional classification

· Rational – Economic motives are rational in nature.  Often expressed as quantifiable.

· Emotional – include social and ego motives of Maslow and McGuire.
· Psychographics:
· Psychographics – characteristics of individuals that describe them in terms of their psychological and behavioural make-up.

· Psychographic research – attempts to assess customers on the basis of psychological dimensions as opposed to purely demographic dimensions.

· Demographics allow us to describe who buys, while psychographics allow us to understand why they buy.  Largely based on the values of the customer concerned.

· Marketing research:
· Depth interviews – designed to reveal hidden, deep-seated motives and are derived from psychology.

· Projective techniques – derived from psychoanalytic theory and enable marketers to identify motives of which consumers are not yet aware.

Study unit 9 – Customer attitudes

· The nature of customer attitudes:
· Consumer attitude – learned predisposition to behave in a consistently favourable or unfavourable way towards market-related objects, events or situations.

· Attitudes are learned

· Attitudes tend to be consistent.

· The ABC model of attitude:

· According to this model of attitude, the individual’s attitude has 3 components:  Affect (feelings), behaviour (actions) and cognition (beliefs).

· Components of attitudes:

· Cognitive component

i. Consists of a customer’s beliefs about an object, that is, their knowledge about it.  

ii. Cognition is more critical for important or complex products such as computer systems, which require us to process objective or technical information before we can come to a decision.

iii. 2 types of beliefs:

· Informational beliefs – associated with product attributes.

· Evaluative beliefs – associated with product benefits.

· Affective component

i. Involves our feelings and emotions towards an object.

ii. May be a result of several evaluations of performance.

iii. Products are evaluated in context of specific situations.

· Behavioural component

i. Represents the outcome of the cognitive and affective components – to buy or not to buy?

ii. Behavioural component is manifested in both intention to buy and actual buying.

· Component consistency

i. The cognitive, affective and behaviour components of attitudes tend to be consistent. 

ii. Change in one component affects the others.

· The functions of attitudes
· Utilitarian function

· Refers to the idea that people express feelings to maximise the rewards and minimise the punishments they receive.

· We develop positive attitudes towards products that have satisfied us, and negative attitudes towards those that fail to satisfy.

· Ego-defensive function

· Self-esteem maintenance function.

· To protect people from basic truths about themselves.

· Value-expressive function

· How people express their central values to others.

· Knowledge function

· Serve as a standard that help people to understand their environment, and so give order and meaning to it.

· Attitude formation – ways in which attitudes are formed:
· Classical conditioning – buying new products that are associated with a favourably viewed brand name.
· Instrumental conditioning – customer may buy a brand name product without already having an attitude towards it because it is the only product of its kind available.
· Cognitive learning theory – customers seek info about a product to solve a problem or satisfy a need.  The more info customers have about a product, the more likely they are to form attitudes about it.
· Experience

· External authorities – attitudes of others who we admire, e.g. friends, parents, etc.
· Marketing communications – brand has something unique to offer and its unique benefits are the focus of the advert.  Source credibility has 2 dimensions:  trustworthiness and expertise.
· Strategies to change attitudes:
· Changing the affective component – basic approaches that marketers follow to increase affect:
· Classical conditioning – marketers consistently link a stimulus that the audience likes, such as music or pictures, with the brand name.
· Producing positive affect toward the advert – positive affect towards the advert may increase liking of the brand through classical conditioning.
· Mere exposure – repeatedly exposing customers to a stimulus.
· Changing the behavioural component

· Use promotions to reward trial

· Avoid stock-outs

· Build behavioural brand loyalty, attitudinal brand loyalty.

· Changing the cognitive component

· Changing beliefs – provide facts or statements about the product.
· Shifting performance – people consider some product attributes to be more important than others.  
· Adding beliefs

· Changing the ideal – changing perceptions of the ideal brand or situation.
· Factors that influence attitude change – make use of the following advert appeals:
· Fear appeals – threat or negative consequences if attitudes or behaviour are not altered.

· Humorous appeals – Cremora advert

· Emotional appeals – designed to create a positive affective response.

Study unit 10 – Personality and self-concept

· Nature of personality
· Psychographic segmentation is about the study of attitudes, motivations, personality characteristics and belief systems.

· Personality – inner psychological characteristics that both determine and reflect how a person responds to his environment.

· Characteristics of personality:
· Personality reflects individual differences

· Personality is consistent and enduring

· Personality is conceived of as a whole actualising itself in an environment

· Personality can change

· Personality theories:
· Freud’s psychoanalytic theory – emphasis is on unconscious motives and repressed needs, resulting in non-empirical approach to personality.

· Neo-Freudian theory – based on the premise that social relationships are fundamental to the formation and development of personality.  Personality is developed as the individual learns to cope with basic anxieties (compliance, aggressiveness, detachment), stemming from parent-child relationships.

· Trait theory – major departure from qualitative or subjective approach to personality measurement.  Personality is composed of a set of traits that describes general response predispositions.  Because they are simple to use and score and can be self-administered, researchers prefer to use personality scales to assess consumer personality.

· Gestalt theory – personality is viewed as the outcome of introducing a person to his total environment – the 2 must be considered together as a patterned event.

· The value of personality to marketers:
· Customers tend to purchase products that reflect their personality.

· Customers prefer advertisements that appeal to their personality.

· The self and the self-concept

· Self-concept – customer’s image of himself.  The totality of the thoughts and feelings of an individual about himself.
· Types of self-concept / self-image:

· Actual self – how a person actually perceives himself

· Ideal self – how a person would like to be perceived by others, and therefore how he would like to be

· Social self – how a person thinks others perceive him

· Ideal social self – how a person would like others to perceive him

· Expected self – image of self between the actual and ideal self

· Situational self – a person’s self-image in a specific situation

· Extended self – person’s self-concept that includes the impact of personal possessions on self-image

· Possible self – what a person would like to become, could become, or is afraid of becoming

Topic 4 – Customer decision making

Study unit 11 – Individual customer decision making

· Customer analysis – includes an evaluation of 4 interrelated dimensions, namely, cognition, behaviour, environment and marketing strategies to determine the target market.

· The customer decision-making process

· Consumer decision-making is a cognitive process that consists of mental activities that determine what activities are undertaken to remove a tension state caused by a need.

· The consumer decision-making process is a sequential and repetitive set of psychological and physical activities ranging from problem recognition to post-buying behaviour.  Stages in the process do not necessarily follow each other in strict order.

· Buying situations

· In any buying situation, individuals absorb information from their external environment and integrate or combine it with their inner needs, motives, perceptions and attitudes.

· The stages in the decision-making process

· Problem recognition:

· The individual recognises that they have a need that they want to satisfy.

· Problem arises when consumers recognise a difference between what they perceive as the current state of affairs and the state of affairs that they want.
· Problem recognitions is an awareness of the need to change the existing state to conform to the desired or ideal state.

· Factors that affect need or problem recognition are information stored in memory, individual differences and environmental influences.

· Customer problems arise as a result of internal and external barriers, as well as from assortment inadequacies, new information, expanded desires and expanded or reduced means.

· Search for, and processing of, information:

· They look for information about possible solutions in the external environment, or use the information they have stored in their memory.

· Consumer search is the mental and physical activities undertaken by consumers to obtain information on identified problems.
· The search consumers engage in may be internal or external.  An internal search concerns info in consumers’ memories, and they will use this to shorten an otherwise lengthy process.  An external search is when consumers get information from outside their experience.
· A major determinant of the type of problem-solving process employed, depends on the customer’s involvement – his degree of interest in a product and the importance he attaches to it.

· Types of decision-making processes:

i. Habitual / routine decision making – low involvement and as to do with automatic, frequently purchased, low-cost items needing very little search-and-decision effort.

ii. Limited decision making – purchase products occasionally or need info about an unfamiliar brand in a familiar product category.

iii. Extended / real decision making – employed when unfamiliar, high-involvement, expensive or infrequently bought products are purchased.  A consumer goes through all the stages of the decision making process with extensive info search and complex evaluation of the evoked set.

iv. Impulse buying – purchase solely on impulse.  No conscious planning, but stems from a powerful urge to buy something immediately.

· Evaluation of alternatives:

· They evaluate or assess the various alternatives, using all the information they have at hand, together with their experience, and come to a decision.

· Evaluation criteria are moulded and influenced by individual and environmental variables.  
· Individual influences, such as personality and attitudes, have an impact on expected outcomes.

· Buying:

· They buy the item they have chosen.

· The most suitable choice is the one that comes closest to the evaluation criteria formulated by the consumer.
· Post-buying evaluation:

· They use the product and evaluate whether they are satisfied with it, i.e. whether it satisfies their need and solves the problem.

· Post-buying evaluation response:
i. Post-buying satisfaction – outcome >= expectation

ii. Post-buying dissatisfaction – outcome < expectations

iii. Neutral assessment – Inertia (buy the same brand to save time and effort)

iv. Post-buying conflict – doubt or anxiety (post buying dissonance)

Study unit 12 – Family decision making

· Functions of the family include the socialisation of family members, contributing to the economic wellbeing of family members, providing emotional support, and shaping the lifestyles of family members.
· Family Roles in the family:
· Influencers – provide info to other members about a product or service

· Gatekeepers control flow of info about a product into the family

· Deciders decide by themselves or with others whether to shop for, buy, use, consume or dispose of a specific product

· Buyers do actual buying

· Preparers transform the product into a form suitable for consumption by other family members

· Users use or consume a particular product

· Maintainers service products so that they will provide continued satisfaction

· Disposers decide on or carry out the disposal

· The traditional family life cycle consists of the following basic stages:
· Bachelorhood – young single adult living apart from parents

· Honeymooners – young married couple

· Parenthood – married couple with at least one child living at home

· Post-parenthood – older married couple with no children at home

· Dissolution – one surviving spouse

· The modified family life cycle:
· At-home singles

· Starting-out singles

· Mature singles

· Young couples

· New parents

· Mature parents

· Single parents

· Golden nests

· Left alones

Study unit 13 – Organisational buying behaviour

· Types of buying decisions:
· New task buying – customers are buying something they’ve never bought before.
· Straight rebuy – an organisation is buying more of the products that it has bought before.

· Modified rebuy – the buyer wants to modify product specs, prices, terms or suppliers, and re-evaluate suppliers from time to time.

· Stages in the buying process:
· Recognition of the problem / need

· Determination of specification and quantity needed of item

· Search for and qualification of potential suppliers

· Acquisition and analysis of proposals

· Evaluation of proposals and selection of suppliers

· Selection of an order routing

· Performance feedback and evaluation

Topic 5 – Customer-focused marketing

Study unit 14 – Market segmentation

· Bases of market segmentation:
· Behaviouristic (usage) – objective is to try and understand the extent to which and the way in which customers will use the product in question.  Variables that are considered:

· Purchase occasion

· Benefits sought

· User status

· Usage rate

· Loyalty status

· Buyer readiness stage

· Attitude towards the product

· Demographic – assumes that customers differ according to certain variables about themselves, such as age, gender, marital status, race, religion, family life cycle, occupation, income or education.

· Psychographic – refer to the inner or intrinsic qualities of individual consumers. 

· Geographic – assumes that customers within a particular geographic location can be targeted with the same product offering and marketing mix.

· Needs / benefits-oriented – examines the specific benefits customers look for in a product.
· Market-value-based – looks at the market in terms of the personal value a product provides.
· Criteria for effective market segmentation:
· Must be measurable

· Must be substantial or large enough and profitable enough to warrant marketing effort on the part of the company.

· Must be stable.

· Must be accessible.

· Must elicit action.

· In deciding which segments to target, the marketer would consider the following:
· The target market size and growth possibilities

· The attractiveness and potential profitability of each segment

· The resources and skills of the organisation and its ability to serve a particular segment

· The compatibility of the target segment with the organisation’s objectives

· The cost of reaching the target market in question
· Approach to position products:
· Step 1 – Identify a relevant set of competitive products

· Step 2 – Identify differentiation variables

· Step 3 – Determine consumers’ perceptions

· Step 4 – Analyse the intensity of a product’s current position

· Step 5 – Analyse the product’s current position

· Step 6 – Determine the most preferred combination of attributes

· Step 7 – Select a positioning strategy.  Positioning methods that can be used:

· Attribute positioning – product is associated with an attribute

· Benefit positioning – highlights consumer benefits 

· Price and quality positioning – focuses on high price as a signal of quality or emphasises low price as an indication of value

· Use or application positioning

· Product user positioning – focuses on personality or type of user

· Product class positioning – museum = educational vs tourist attraction

· Competitor positioning – position against competitors

· Origin positioning – “German” engineered
Study unit 15 – Customer loyalty

· Branding – security that adds value and profitability to the overall marketing effort.
· Brand – Name, term symbol or design or a combination of traits that help to identify the product.  Product with personality. Unique character and appeal.
· Benefits / advantages of brands:

· Convenience in shopping through easy identification and easy recognition of product

· Facilitates the consumer decision-making process

· Provides consumers with consistent quality

· Simplifies the buying of replacement parts, service and accessories

· Reduces perceived risk when established brands are purchased

· Enables consumers to express their self-concepts

· Brand image is the sum total of a consumer’s attitudes to, and knowledge about, a brand.
· Brand preference is the consumers’ tendency to select a brand from among a set of known available brands.

· Brand preference behaviour = Knowledge-attitude-behaviour (KAB)

· Brand preference exists for 2 reasons:

· One brand offers better value than others

· Brand preference facilitates product choice and speeds up the shopping process.

· Factors that are vital in development of brand loyalty:
· Exposure to info concerning the brand

· Favourable experience in buying and using the brand

· The extent of its use by peers and social reference groups

· Brand loyalty is lower when:

· More brands are available for consumers to choose from

· More products of greater value are bought

· Prices are relatively active among competing brands

· Consumers use a number of brands at the same time

· Brand loyalty is seen as a reflection of the degree of involvement the customer has in purchasing a product.
· Stages of brand loyalty:

· Brand awareness – the customer becomes aware that the product of brand exists as a result of the promotional efforts of the organisation concerned.

· Brand trial – the customer try out the product.  Discounts or free samples may be given to persuade customers to try the product.

· Brand image – the consumer’s impression of the brand created by brand messages and experiences.

· Brand preference --- the customer now becomes familiar enough with a particular brand to select it from a set of known available brands.

· Brand habit – the customer purchases the brand habitually.

· Brand loyalty – the customer is committed to the brand and becomes a brand advocate.

· Company could use the knowledge of the stages of brand loyalty in following manner to ensure that customers become and remain loyal:
· Company must ensure that their branding is evident in all their promotional materials (such as advertisements on TV and outdoor advertising) It is important that potential customers recognise the promotional material they are exposed to as company’s material.

· Company could ensure that customers try out one of their products available at outlets to try. This will ensure that customers experience brand trial.

· Company needs to ensure that customer perceptions are met with the experience customers have with the company be it from promotional material, information on products and customer front line personnel. Should customers not feel that their perceptions of Distell are not being met, customers will choose an alternative brand

· Company needs to ensure that customers choose product from among know available brands. This will be due to a more positive feeling customers have with company than other similar company brands. Company needs to ensure that customers be faced with a product choice from the competition that these customers will choose company brand above other brands.  This can only be done with superior quality, individualised segment messages etc.

· Company needs to ensure that their current customers will always choose company for any liquor decisions they wish to make. Their current customers should be contacted on a regular basis to determine whether their needs have changed in order for company to enjoy brand habit decisions from customer.

· Brand loyalty will only occur if customers have made a psychological commitment to company. Company needs to not only stay abreast of customer needs, but also new options and choices customers expect to have available from a certain company such as… Should this not be the case customers might make use of other brands (in same genre) in future.
· A loyal consumer has a commitment toward a brand and is willing to pay a premium price for it, to exert more effort to buy the brand if it is out of stock and is less subject to competitors’ actions.
· Brand loyalty amongst customers can be segmented on the basis of:
· Behavioural approach to brand loyalty – brand loyalty is seen as a function of past behaviour, but does not take into consideration brand commitment or brand vulnerability.

· Cognitive approach to brand loyalty – the cognitive view takes customers’ attitudes into consideration, where favourable attitudes are said to drive repeat purchasing behaviour.

· The combined behavioural and attitudinal approach – this approach takes both attitudinal and behavioural aspects into consideration.

· Types of brands:
· Manufacturer brands – products produced under a brand name identified with a specific manufacturer.  Also called “national brands”.  E.g. Yardley
· Store brands – brands whose distribution and promotion are controlled by a particular store.  Often cheaper than manufacturers’ brands.  Also called “private brands” e.g. Red label by Edgars.  Trends supporting the rise of store brands:

· Drop in consumer loyalty to manufacturer brands

· Better value for money offered by store-controlled brands

· Growing similarity of brands

· Growing knowledge among consumers that store brands are often the same as manufacturers’ brands

· Ongoing move towards impulse shopping and self-service

· Increasing willingness of retailers to support their brands by providing satisfaction guarantees, thus reducing consumer risk

· Increasing ability of giant retailers to promote their own brands.

· Generic brands – no-name brands.

· Stages of store loyalty:
· Store awareness

· Store patronage

· Store image – impressions of store in shopper’s mind

· Store preference

· Store habit

· Store loyalty – based on product offerings, physical factors, psychological factors, aesthetic factors.
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Figure 15.9: Evaluative criteria used in determining store patronage and store loyalty

Retailers want consumers to patronise their stores all the time. However, consumers’
attitudes towards the store, that is, the consumers’ affect, cognition and behaviour, is
largely influenced by the store image and store environment. The store environment
comprises the in-store stimuli; the speed, accuracy and friendliness of cashiers; the
quality of products; store layout; lighting; the clarity with which prices of products are
displayed; promotional strategies and overall store atmosphere. Therefore, it is impor-
tant for marketers to strongly influence consumers’ behaviour towards their business
and its products and to create a positive store image. The store image reflects a mixture
of meanings and relationships that characterise the store for consumers, that is, what
consumers think about a particular store.

A store image is the definition of the store in the shoppers mind, composed partly by
its functional qualities and partly by an aura of psychological attributes. In other words,
consumers gain a perception of the store not only from the functional attributes of price,
convenience and selection of merchandise, but also from the influence of variables such
as architecture, interior design, colours and advertising (see Figure 15.8). Store choice
determinants are intimately related to a store’s image, and they influence its power to
attract consumers.” Consumers react to the store’s characteristics. They may be drawn
to it if they feel a sense of trustworthiness and warmth, and they may be repelled if they
view the store as deceitful, exploitative, unpleasant and antagonistic.

In essence, store loyalty is based on product offerings, physical factors, psychological





Study unit 16 – Building relationships with customers

· Traditional marketing framework comprises:

· Marketing mix, made up of the 4 Ps (Price, product, promotion, place)

· Marketing forces – opportunities and threats that have an influence on the marketing operation of an organisation

· Matching process – ensuring that the marketing mix and internal policies are appropriate to the market forces.

· Relationship marketing – the objectives of relationship marketing are to identify and establish, maintain and enhance, and, when necessary, terminate relationships with customers and other stakeholders, at a profit so that the objectives of all parties involved are met.  This is done by mutual exchange and fulfilment of promises.
· Prerequisites for implementing CRM:

· Teamwork and processes – relationship marketing requires teams to be more formal than informal and that they include the customer.  Processes should also be changed to focus on the customer.

· Support at executive level

· Excellent customer service

· Technology to gain customer knowledge and insight

· Ways in which technology contributes to building relationships with customers:
· Enhancing customer care and service – e.g. using the internet to make reservations in hotels

· Identifying the best customers – customers’ info is easily accessible on computer, so it could be used by marketers to determine the best people with whom to do business

· Establishing the best product

· Enhancing capabilities – e.g. providing computing and data warehousing

· Managing cost value of relationship

· Performing a control function – e.g. helping in tactical and strategic control

· Customising products – e.g. helping the customer to make an input in the design of the product

· Customising communication and interaction – the internet makes interaction between marketers and customers easy

· CRM strategies:  analysing the customers’ life time value (LTV) / future profitability and projected duration of their relationships, the organisation can categorise customers as:
· Short-term customers:

· Butterflies:  Good fit between company’s offerings and customer’s needs & High profit potential

· Strangers:  Little fit between company’s offerings and customer’s needs & Lowest profit potential
· Long-term customers:

· True friends:  Good fit between company’s offerings and customer’s needs & Highest profit potential

· Barnacles:  Limited fit between company’s offerings and customer’s needs & Low profit potential
Study unit 17 – The value of e-commerce in customer behaviour

· Paradigm shifts in using e-commerce:
· Disintermediation and reintermediation – using internet as transaction tool, it is possible to put the ability to buy inside the customer’s home or office.
· Personalisation and customisation – providing customers with value is about meeting individual needs.
· Shopping on demand 
· Customers as co-producers – customers can become involved in designing and customising the products they buy.

· Blurring between customer and business markets

· Power shift to customers – move from supplier-push to consumer-pull.

· Automation of consumption – e.g. online grocery shopping
· Features that affect online customer behaviour:
· Online shopping, isolation and integration

· Abbreviated attention span

· Instant gratification

· Monitors

· Dependence on shopping agents

· Information overload
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