Chapter 2 – Creating Market Value for Customers
Definition of Value – “can describe value as a the beliefs that a community shares and that provide guidelines for how community members should think, act and feel in a given situation”

Determine market value of any product or service by what it can do to solve a problem for a customer.

Official definition of market value “is the potential of a product or service to satisfy a customers’ wants and needs”

The market value of a product or service

Consists of a universal or a personal value, or both.

 Universal values satisfy the basic needs of the customer.  

Personal values vary from customer to customer.

Market value sought by users, buyers,payers
Users:
Universal value –performance

Personal Value – social and emotional ( group and individual specific)
Payers
Universal value – Price

Personal Value –Credit and financing ( group and individual specifc)

Buyers

Universal Value –service

Personal value - Convenience and personalisation

The  Organisation’s perspective of measuring value
2 types of measurement

Customer satisfaction - old

Customer value - new

The new approach ( customer value) focuses on how customers choose among competing organisations.organisations must ask themselves the following:

· What are the key buying factors that customers value when the choose between our organisation and the competitors?

· How do customers rate our performance verus that of the competitors?

The best way to accurately determine whether value has been added for the customers is to quantify it in what is called the “value metrics process” This entails finding out the different values that consumers expect from a product or service,that is creating a benchmark, developing a strategy to deliver value to the customer and measuring whether the customers expectations where met or exceeded.
Determining the expected value
· Conduct a consumer satisfaction index. Best done through questionnaire

· Build on the CSI using customer value management.

· Measures satisfaction in relation to price paid. Called customers perceived value
By using CVM organisations can determine the following:

-key buying factors

- how organisations rate against competitors

- relative importance is of these components to delivering customer value

Formulating a strategy for delivering value to the customer

Develop strategy to deliver value to the consumer. Have to convince top management o the benefit of CVM. Then generate and implement action plans.

Measuring value delivery

This can  be measured using CVM or Balanced Scorecard.

Core consumer outcome measures:

· Market share

· Consumer acquistion

· Consumer retention

· Consumer satisfaction

· Consumer profitability

Investigating deviations and adapting strategy

In the last step,the organisation must determine if there any deviations and correct them. This starts a new cycle of research.

Marketing implications of the concept of value

Value has been described as the only way that an organisation can differentiate itself consistently from it’s competitors.  Organisation must become market driven. 

Value based marketing “ which is defined as the way in which the organisation designs and manufacturs useful products that it delivers on time while maintain a more than satisfactory level of service for an extended period.

Chapter 3 – Market Characteristics

Market characteristics consist of:

· Country’s  climate

· Economy

· Government

· Technology

· Demographical composition

· Societal changes

Demographical Characteristics
Demographics the study of people’s vital statistical: age, race, ethnicity, location.

SA’s population is divided by 2 broad catagories by census SA: individuals and Households.

Economic Factors influencing Consumer Behaviour

The economic areas of biggest concern to marketers are inflation and the impactof the interest rates and currency fluctuations on prices and consumer demand.

Governmental factors influencing consumer behaviour

Every aspect of the marketing mix is subject to laws & restrictions. Failure to comply can have major consequences. 

Business needs Government regulation to protect innovators of technology, to promote the interests of society in general, to protect one business from another and to protect consumers. In turn Government need businesses so they can generate taxes.

Legislation affecting marketing activities:

· Promotion competition 

· Limiting competition

· Protecting consumer rights

SA government is trying to create informed and well educated consumers.

Physical conditions influencing consumer behaviour

2 aspects playing an increasingly important role in terms of the physical envrioment: Climate and environmental deterioration.

Societal factors influencing consumer behaviour
Most difficult external variable to forecast, influence or integrate into marketing plans

Societal factors include our attitudes, values and lifestyle.

Technological factors influencing consumer behaviour

It has a pervasive influence. The rate of development is increasing exponentially.  

Affect consumer behaviour in Sa in the following ways:

· The way people access information

· The way marketers communicate

· The way consumers’ purchase processes are changing to take place online via the internet and Credit cards

· The way consumers can buy anything from anywhere in the world thereby increasing competition for south African companies.

Developing trends that influence consumer Behaviour
Green Marketing
Due to a growing concern for the environment marketers are establishing a different approach to marketing. This approach is called green marketing.

Generally involves the following:

· Developing products whose production, use or disposal is less harmful to the environment.

· Developing products that have a positive impact on the environment

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

Cause-related marketing
The term cause related marketing is sometimes used interchangeably with “social Marketing”. To refer to the application of marketing principles and tactics, and to advance a cause such as a charity , an ideology or an activity. There is an absence of the “ profit motive”

Cause related marketing ties a company and its products to an issue or cause with the goal of improving of sales or the corporate image while providing benefits to the cause. 

It markets to the consumer values.

Marketing to gay and lesbian consumers

Any firm that desires to capture the loyalty of the gay community must ask itself the following questions when approaching the market:

· Must we modify our products in any way to meet the needs of this market?

· Should we advertise in gay orientated media using our standard ads?

· Should we advertise in gay media using ad with gay themes?

· To what extent should we be involved in gay community activities?

· Should our major media ads include ads with gay themes?

Chapter 4 – Culture and Subculture
The Nature of culture

Culture is society’s personality

Culture, as a ‘complex whole’, is a systemof interdependent component.

Culture is not only a  narrow view of people’s activities, it extends to include all activities that characterise the behaviour of particular communities of people.

Customer Beliefs and values

Customs are overt modes of behaviour that constitute culturally approved or acceptable ways of behaving in specific conditions.  Customs consist of daily or routine behaviour

While beliefs and values are guides for behaviour, customsare 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.
However, values differ from beliefs in that each one must meet the following criteria:

· They are relatively few in number

· They serve as a guide for culturally appropriate behaviour

· They are enduring or difficult to change

· They are not tied to specific objects or situations

· They are widely accepted by the members of 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. 

Learning and culture
At an early age, we begin to acquire from our social environment a set of beliefs, values and customs that make up our culture

There are 3 distinct forms of  learning:

· Formal learning – adults and older siblings teach young family member “ how to behave”

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

· Technical learning – teachers instruct children in an educational environment as to what, how and why they should do certain things.

Language,symbols and rituals
Language 

Members of society must be able to communicate through a common language.

Symbols
A symbol is anything that stands for something else. Marketers use symbols to convey desired product images or characteristics. Price and channels of distribution are also significant symbols of marketers and marketers products. 

Ritual
Definition – a type of symbolic activity consisting of a series of steps occurring in a fixed sequence and repeated over time. It is often formal and scripted, such as the way proper conduct is prescribed. 

The Dynamic nature of culture

The changing 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 and Acculturation

Enculturation  - is the learning of our own culture

Acculturation – learning of a new or foreign culture.  This results in an cosmopolitan urban community with different ethnic groups experiencing constant interaction. This results in the development of subcultures. This ongoing process of acculturation also ensures that lifestyles and consumption patterns change.


Subculture
Definition –as a distinct cultural group that exists as an identifiable segment within a larger, more complex society. 

Subcultures include nationalities, religions, language groups, racial groups and geographic regions. 

Cultural values and society
In order for a particular belief, value or practise to be considered a cultural characteristic, a significant portion of society must share it.

Various social institutions transmit the elements of culture:

· Family

· Educational institutions

· Houses ofworship

· Mass media

Social Values
Values are deep-seated motivations instilled from culture. People feel them more strongly than opinions, which can be easily influenced by current debates, and hole values far more strongly and change them less easily that they would change their attitudes.

Values exist at individual level but when it is shared throughout society it becomes a cultural value. 

Values are widely viewed as the outcomes of culture and ethnicity of a society.

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 independant, ambitious or honest.

Personal Values

Personal Values are shown as the underlying, determinant of consumer attitudes and consumption behaviour.  We can view personal values as 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

The value concept refers to people and to objects. A brand will be a strong  brand if people’s values match the values of the brand. ‘Branding’ means adding value to products, and advertising in an important instrument for achieving this. Values play an important role because they influence choice. They provide consumers with standards for marking comparisons between alternatives

A value structure map ( VSM) links the products attributes and benefits to values.VSMs provide a structure of peoples association with a brand at 3 levels: attributes, benefits and values. 
South African core values

Learn page 67

The measurement of culture

Content analysis

Focuses on the content of verbal, written and pictorial communication. It is a relatively objectively way of determining social and cultural changes within a specific society.

Consumer fieldwork

Researchers are likely to select a small sample of people from a particular society and observe their behaviour.  Sometimes they become active in the environment they studying.

Characteristics:

· It takes place within a natural environment

· Performed without the subjects awareness

· Focuses on observation behaviour

Social Values measurement

They measure values.  They ask how they feel about basic personal and social concepts.

Chapter 5 – Reference Groups and Social Class
2 group factors that influence Consumer behaviour – Reference groups and social class

Reference groups form part of  group of dynamics and 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.

In all reference groups there are norms for behaviour and each member must comply with these norms or sanctions may be imposed. The more involved you are the more likely you will conform to these norms. Consumers use the groups frame of reference or value system to guide their decision making process.

Types of reference groups:

· Formal and informal reference groups ( formal= people at work; informal = friends&family)

· Primary and secondary reference groups (primary =face2face interaction; secondary= LFC)

· Membership and non membership reference groups

· Aspirational reference groups and dissociative groups ( groups that people aspire to belong too; dissociative are groups that you avoid and reject)

Use of reference groups in marketing:

Marketers try to determine the shared values and beliefs of the various reference groups and to align their marketing with these values and beliefs. Consumers associate with certain reference groups for the following 3 reasons:

· Information ( informational influence)

· Reward and Punishment ( normative or utilitaraian influence) 

· Aspiration ( identification influence; value expressive reference groups)

Determinants of reference group influence:

· Group influence is strongest when a product is visible to the group.

· Reference group influence is higher the less of a necessity an item is.
· The more commitment a person feels to the group the more they will conform to the norms.
· The more relevant the activity is to the groups functioning, the stronger the pressure to conform to the group norms concerning that activity.
Reference groups and advertising

Marketers often position their products in a way that plays on people’s desire to join groups. They promote goods by subtly inducing the prospective consumer to identify with the person in the advert who is using their product.

Social Class
A social class is 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. People in the same social class exhibit similar behaviour. To a large extent social class also determines their media usage.

Chapter 6 – Personal Characteristics
when we consider how to market to a customer, we need to ask 2 basic questions: who is the customer and why do they buy.

Age, race and gender are personal characteristics in that each customer possess these characteristics as an individual. Furthermore since they are not unique to the individual, they are also termed group traits because they belong to groups of people.

Race
Definition –genetic heritage group into which a person is born. Ethnic identity = Ethnic heritage ( eg different tribes in SA; zulu, xhosa)

Gender
Men are more loyal to domestic / local retailers. Women are more responsive to international retailers.

Gender Identity -  refer to traits of femininity – expressive traits like tenderness and compassion – and masculinity – instrumental traits like aggression and dominance. 

Gender roles can be described as  ‘ the behaviours considered appropriate for males and females in a given society.’

4 significant female market segments

· Traditional housewife

· Trapped housewife

· Trapped working women

· Career working women

Age
Defining age, there are 3 types:

· Chronological age ( refers to length of time that has passed since a persons birth)

·  Biological ageing ( refers to changes taking place in the human functional capacity over time. Affected by diet,lifestyle and  health habits)

· Psychological ageing (refers to the changes in people’s self-perceptions and cognitions, that is, the way people view themselves and others)

Importance of age to marketers 
3 major reasons for studying age:

· The things that a person needs or wants

· Helps calculate the lifetime value

· Changes in the age composition of a population

Age Subcultures
Marketers can divide the population into cultures by using cohort analysis, which is the process of describing and explaining attitudes, behaviours and values of an age group. Marketers can also use it to predict an age group’s future attitudes, values and behaviours. This process divides the population up into generations or AGE COHORTS, which are groups of people who experience a common social, political, historical and economic environment. Interestingly, each generation behaves differently from the preceding one.

Seniors
What drives their growth? – declining birth rate, improved medical treatment, and the ageing of the baby boomer segment.

Their Values – Autonomy, Connectedness, altruism, personal growth. 

They think they are younger than their chronological age. As a result slightly younger people are used to target this segment of the market. 

Baby boomers

This refers to the generation born after the second world war, which saw a boom in the birth of babies that last till the 60’s.

Compromises of 50% of the people in professional and managerial occupations.

Age range is mid30’s – mid50’s.

Characterised by family and home orientations, high education levels, high income and dual career households. This creates pressure on time as they can’t manage work and family.

Concerns: expenses for education,weddings and retirement.

Marketing is appealing because:

· Compromises the single largest distinctive age category

· Members frequently make important consumer purchase decisions

· It contains small subsegments of trend setting consumers known as “Yuppies”, who influence other age categories

Don’t like idea of growing old.  Try hard to look and feel young and will do anything to keep this look. ( gym membership)

Motivated, consumption-orientated individuals. 

Generation X

Born mid60’s – mid70’s

Grew up in difficult economic conditions and struggled to find meaningful jobs. As a result they are disillusioned and less materialistic than the boomers.  

Generation X referred to as “MTV generation”, for whom it is important to enjoy life that provides freedom and flexibility. 

Stereotypical perception: they are slackers, yet this is not true. Found satisfaction through technology and heavy internet users.

Job satisfaction is extremely important to them.

Often said Boomers live to work, Generation X work to live

Pride themselves with sophistication and purchase good quality brands, not necessarily designer labels.
Generation Y

Born between 1977 and 1994

Grown up in an era characterised by global communication, fragmented media a powerful focus on materialism. 

Also known as  Echo Boomers and the millennium generation.

Can be divided in 3 subsegments:

Adults ( 19-24)

Teens ( 13-18)

Children ( 8-12)

Described as pragmatic, savy, socially and environmentally aware and open to new experiences. Moved TV viewing to the internet and are less likely to read the newspaper. They do not trust the stores their parents shop in.

This generation has an increased influence on household spending and has developed sophisticated decision making skills as a result of having to shop for themselves because parents who both work or are divorced. Shop for good value.

Importantly ,they will carry brand loyalty into adulthood.

Marketers wishing to connect must ensure taht their messages incorporates symbols, issues, languages,images and media that are appropriate and relatable. 
Chapter 7 – Customer Perception and Learning
The Customer as perceiver
The nature of perception

Perception is the process by which people select, organise and interpret stimuli to the 5 senses of sight, sound, smell touch and taste. In other words, the way buyers interpret or give meaning to the world around them. 

Process of perception includes being exposed to stimuli , paying attention to it and interpreting its meaning in order to respond.

(1)Perception is selective. (2) Perception is subjective in that each one of us interprets it differently according to our needs, biases and personality.(3) Perception is based on each of our personal experiences. 

Perception is selective

Although we are exposed to a huge quantity of information, we attend to only a relatively small percentage, which we pass to the central processing part of our brain for interpretation. This selectivity is called perceptual defence.   i.e.: customers largely determine the messages they will notice as well as the meaning they will assign to the messages.

Perception is subjective

Subjective factors always play a role in perception. We see and hear what we are interested in because of what we are, what we believe in and what our values are.

Perception is based on the individual’s frame of reference

Act of perceiving is based on the customers experiences. Eg: a customer who shops in a store for the first time will create a lasting impression of the store dependent on how they were treated (rudely or friendly) 

Once a message is received it‘s effectiveness hinges on the customers interest in paying attention to it. 

The perceptual process

Stages of the perceptual process

Exposure
attention
 interpretation
           memory

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

The individual need not receive the stimulus for exposure to have occurred. Most stimuli to which an individual is exposed are “self selected” i.e.: we mentally tune out messages we do not want to hear. Exposure to messages means only that it has been seen or heard. There is no guarantee that the individual will pay attention to it.

Attention
Attention refers to the extent to which the processing activity is devoted to a particular stimulus.  Attention is determined by the individual, the stimulus and the situation.

The individual – customers are more likely to be aware of stimuli that relate to their current needs.  Interest or needs are the primary characteristics that influence attention.  Interest = long term; needs = short term. People will only pay attention to messages that are in line with the personality, experience and attitudes. 

The Stimulus – the characteristics of the stimulus itself also play an important role in determining what gets noticed and what gets ignored. Stimuli that is different from others are more likely to be noticed. This contrast is created by:

· Size and intensity

· Colour

· Position

· Isolation

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

Interpretation
Once a customer is exposed and has attended to it, they need to interpret it the way the marketer wants.  It is the meaning people assign to sensory stimuli. Eg: 2 people see the same message but interpret it differently. Marketers therefore rely on signs and symbols in marketing messages. Interpretation is selective. 

Selective interpretation may be due to mis-indexing the message or distorting the meaning the message:

· Mis-indexing: the reason for mis-indexing lies in the construction, and it often occurs in the following situations:

· A novel or amusing situation

· An inappropriate attention seeking device

· Me-too-ism

· Distorting – purposefully or subconsciously , customers distort messages to fit their likes, dislikes, prejudice and attitudes. Message can be distorted by

· Levelling ( remove information)

· Sharpening ( add information/ meaning)

Memory ( Recall)

Last stage of the perceptual process is recall. Customers do not remember all the information they see, hear or read, even after attending to it and interpreting it. Advertisers try to make sure customers information will be retained.

3 factors that is important to recall:

· The positive sleeper effect: not convinced by advertising message but will still buy product. Due t o effective point of purchase promotion

· The boomerang effect: result in customers reversing their decision to buy one product and take the directly opposite course of action by buying a competitors product. 

· Overcrowded file space: recall may be extremely difficult if the customers mind are overcrowded with info, causing them to mis-index the message.  

Perception and marketing

Retail strategy

Often use exposure effectively. Store interiors are designed with the intention of separating goods bought frequently from those that are bought less often, so that the average customer will travel through the store more, increasing total exposure of goods in store.

Brand image

The image of a product that the customer has in their mind is more important to its ultimate success than its actual characteristics. Marketers position brands in a marketplace by stressing it’s attributes that will match the customers’ needs.

 Price and quality cue

Customers rely on price as indicator of product quality, marketers emphasise the high price of some products to underscore their claims of quality. 
Customer Learning
From a marketing perspective, learning is the process by which individuals acquire the buying and consumption knowledge and experience they apply to future-related behaviour.  Process of learning evolves and changes as a result of newly acquired knowledge or experience. It serves as feedback.  All future behaviour is based on acquired knowledge and experiences.

The elements of learning

Stimulus 
 Response
  Reinforcement

Stimulus
The first requirement of learning is something that stimulates the learner’s interest. Marketers can stimulate customers by using physical things such as products, brands and size, or intangible things such as service, quality and satisfaction. The stronger the motivation, the quicker the customer learns and seeks the object.

Response

Motives stimulates learning, while the cues are the stimuli that give direction the motives. A response is any action, reaction or state of mind resulting from a particular stimulus or cue. The same response to a stimulus may occur several times before they are learned. 

Reinforcement

Increases the likelihood that a particular response will occur in the future as the result of specific cues or stimuli. Reinforcement , or reward, is the satisfaction resulting from successful behaviour that triggers human memory of how the satisfaction was obtained. 

2 important aspects of reinforcement are:

· Repetition – to increase reinforcement, the same action should be performed several times. 

· Participation – an active role in any activity generally results in the acquisition of more knowledge about that activity.  Free samples, trials, demonstrations are participation devices that marketers use in guiding the customers learning process towards products. 

Theories of learning

· Classical Conditioning -  learns an association between 2 stimuli because of their constant appearance as a pair. It’s the possibility of a reward that connects the objects or ideas. Marketers put this principle to use when they pair their brand with a celebrity. 

· Instrumental learning – also known as operant conditioning. Occurs as the individual learns to perform behaviours that produce positive outcomes. They are made to achieve a goal. Customers may learn the desired behaviour over a period of time, as their immediate actions are rewarded in a process called shaping. E.G: new store owner may award prizes to lucky shoppers for just coming to the store. Rewards loyal shoppers etc.

· Cognitive theory -  cognitive learning stresses the importance of internal mental processes. Considerable learning takes place through customer thinking and problem solving. This theory views people as problem solvers who use information from the world to master their environment.  Must be creative and provide insight in the learning process.

3 types of cognitive learning are important to marketers
· Iconic rote learning -  learning the association between 2 or more concepts in the absence of conditioning. 
· Vicarious learning or modelling -  not necessary for customer to directly experience a reward or punishment to learn. Instead, we can observe the outcome of others behaviour and adjust our own behaviour accordingly. 
· Reasoning -  individuals engage in creative thinking to restructure and recombine existing and new information to form new associations and concepts. 
Chapter 8 – Customer Motivation
The nature of motivation
Motivation occurs when a customer wants to satisfy a need that has arisen. We can therefore say that motivation is what moves people and is the driving force for all human behaviour. The term need refers to something physical or psychological that the body must have in order to function or develop.

Innate needs -  are physiological and help to sustain biological life, such as food, water and air.

Acquired needs - We learn in response to our culture or environment such as affection, prestige. 

A need is not enough. The individual must want to satisfy the need, we call this motivation.

Motivation is produced as a result of an unfulfilled need.

Condition of need
state of motivation
Behaviour (Goals)

Utilitarian needs – achieve some functional or practical benefit

Hedonistic needs – pleasant emotional responses or fantasies. 

Need Arousal
Begins with the presence of a stimuli that causes the recognition of a need. May be caused by an internal or external stimuli.

· Physiological arousal – stimulus may come from inside the customer ( eg: feeling hungry) and is involuntary 

· Emotional arousal – daydreaming results in the arousal or stimulation of latent (unconscious) needs.  Eg: someone wants to play soccer professionally will identify with an important soccer player and will use products he endorses in ads.

· Cognitive arousal – may be triggered by a stimulus in the environment. An ad with low distance call rates can arouse a cognitive need in that person to speak to a friend in another country.

· Environmental arousal - activated at a specific time are often determined by specific cues in the environment. Without these cues, the need would remain dormant. 

Once a need is aroused, it produces a drive state.  When we in drive state, we engage in goal oriented behaviour.

The Classification of motives ( needs)

3 useful approaches :

(1) Maslow’s hierarchy of needs

Based on 3 basic ideas:

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

· Some motives are more basic than others

· The most basic motive must be satisfied first.

Upper Level Needs
Self Actualisation

Self-fulfilment, enriching experiences

Ego Needs

Prestige, Status, Accomplishment

Belonging

Love, Friendship, acceptance by others

Safety

Security, Shelter, Protection

Physiological needs

Water, Sleep, Food

Lower-Level Needs
The Hierarchy provides a useful framework for marketers to segment the market and helps with product positioning. 

· Segmentation applications - the needs hierarchy is often used as the basis for segmentation, as specific advertising appeals are directed to individuals on one or more of the levels. 

· Positioning applications - is to decide how the product is to be perceived by prospective customers. 
(2) McGuire’s psychological motives

Mcguire’s classification consists of 2 categories: 

· Internal

McGuire’s internal non-social motives (CCCCIN)
	Consistency
	need for internal equilibrium or balance

	Causation
	need to determine who or what causes the things that happen to us

	Categorisation
	need to establish categories or mental partitions that provide frames of reference

	Cues
	need for observable cues or symbols that enable us to infer what we feel and know

	Independence
	need for a feeling or self-governance or self-control

	Novelty
	the need for variety and difference


· External

McGuire’s external non-social motives (SEARAM)
	Self expression
	need to express self-identity to others

	Ego Defence
	need to defend or protect our identities or egos

	Assertion
	need to increase self-esteem

	Reinforcement
	need to act in such a way that others will reward us

	Affiliation
	need to develop mutually satisfying relationships with others

	Modelling
	need to base behaviour on that of others


(3) Economic and emotional classification
Customers are not always motivated by psychological needs in their decision-making. When consumers buy products, they are also concerned about aspects such as economy, quality, performance, suitability and reliability. 

Economic criteria in customer decision-making
	Cost Criteria
	Performance value

	Price
	Durability

	Reparis
	Efficency

	Installation
	Economy

	Operating costs
	Materials

	Cost of extras
	Depenability


Psychographics
Psychographics are characteristics of individuals that describe them in terms of their psychological and behavioural make up.  – how people occupy themselves ( behaviour) and the psychological factors that underlie this activity pattern. They define an individuals motivation. 

Psychographics and lifestyle
A persons motivation determines their behaviour and lifestyle. 

Demographics allow us to describe who buys, while Psychographics allow us to understand why they buy. This is based on the values of the customer
Values determine Lifestyle

Our lifestyle expresses the goals we live for, while values are the goals we live for. A person’s set of values plays an extremely important role in consumption activities. 

Psychographic Profiles
In order to create value groups respondents answered an extensive battery of psychographic statements. Their answers were grouped and scored, giving every single person  a different score and position on the “social map”. Refer to page 66
The uses of psychographics
· Used in market segmentation

· Allows us to go beyond normal demographics

· Can guide marketers in emphasising features of the product that fit in with a person’s lifestyle.

· Information can offer useful input in advertising, that is, specifically communicating something about the product. 

Motivational Research

Motivational research is directed at discovering the reasons for a persons behaviour. It is conducted to find out the conscious or unconscious reasons that motivate people to buy or not to buy a specific product, to patronise or avoid a store, or to accept or reject a marketing communication. 2 techniques exist namely: 


· Depth Interview 

· Designed to determine deep-seated or repressed motives that could not be brought out through structured questions.
· Customers encouraged to talk freely and their responses are interpreted carefully to reveal their motives and buying behaviour
· A related feature of the depth interview is the focus group interview. 

· Projective techniques

· Designed to determine motives that are difficult to express or identify. 
· Researchers cannot ask direct questions because customers may not be aware of their motives for buying.
· Give customers a situation, a cartoon or a set of words and ask them to respond.
Chapter 9 – Customer Attitudes
Attitude research enables marketers to:

· Answer many marketing questions, like : will customers accept a product?

· Gauge why a retailers target audience has not reacted more favourable 2 it’s new promo theme.

· Learn how target customers are likely to react to a proposed change in a product’s packaging.

The nature of customer attitudes

Defined as “  a learned predisposition to behave in a consistently favourable or unfavourable way toward market related objects, events or situations” 

Important facets of this definition are:

· Attitudes are learned

· Attitudes tend to be consistent

We have a large number of beliefs, a small number of attitudes and ever fewer values.

The ABC model of attitude

The individual has attitude has 3 components: affect (feelings), behaviour (actions) and cognition (beliefs)

The Cognitive component

Consists of a customer’s beliefs about an object. Beliefs need not be correct or true – they only need to exist.

A customer’s beliefs about a brand are the characteristics they ascribe to it. There are 2 types of beliefs:

· Informational beliefs – associated with product attributes

· Evaluative beliefs – associated with product benefits

The affective component

Involves our feelings and emotions towards a product. this evaluation may be vague, general feeling developed without cognitive information or beliefs about the object or product.

The behavioural component

Represents the outcome of the cognitive and affective components. To buy or not to buy?  Is manifested in both intention to buy and actual buying. 

The function of attitudes

· The utilitarian function – people express their feelings to maximise reward and minimise punishment they receive from others. 

· The Ego-Defensive function/ self-esteem – protect people from basic truths about themselves, or from the harsh realities of the external world.

· The value-expressive function – express their central values to others.  Allows customer to positively demonstrate their basic values.

· The knowledge function – attitudes may serve as standards that help people to understand their environment, and so give meaning to it. 

Attitude formation
People can learn attitudes. It can be learned in the following ways:

· Classical conditioning – Customers often buy new products that are associated with a favourable brand name. 

· Instrumental learning – sometimes, attitudes follow the buying and consumption of a product. ( they try new brands without having an attitude towards it)

· Cognitive learning theory – customers seek information about a product in order to solve a problem or satisfy a need, they are likely to form positive or negative attitudes based on the info.

· Experience – formed through our direct experience of trying and evaluating them. Marketers encourage customers by free trials.  Aim is to experience it and evaluate it.

· External authorities – we acquire attitudes from friends, family, teachers whom we admire. Depending on the level of trust and respect, we will believe 1 over the other.

· Marketing communication – influenced most strongly when the brand has something unique to offer and its unique benefits are the focus of the advert.  Source of message is important. Easier to influence attitudes when the source is highly credible. ( trustworthiness and expertise)

Attitude Change

To change attitude, we must focus on 1 of the 3 components of attitude ( affective, behavioural and cognitive)

Changing the Affective component
· Classical conditioning - consistently links a stimulus that the audience likes with a brand name.  over time, some of the positive affect associated with the stimulus will transfer to the brand.

· Producing positive affect toward the advert – preference for an advert for a product generally increases their tendency to like the product as well. 

· Mere exposure -  repeatedly expose them to the stimulus.  People’s liking for something may increase just by seeing it over and over again.

Changing the behavioural component
Changing behaviour before changing affect or cognition is based primarily on instrumental conditioning – that is customers learn through trial and error.  

Changing the cognitive component 
· Changing beliefs – shifting beliefs about the performance of a brand on one or more attributes.
· Shifting performance – try to convince customers that their brand attributes are important than competitors attributes
· Adding beliefs – can add new beliefs to the customers belief structure.
· Changing the ideal – change the perception of the brand or situation. 
Factors that influence attitude change
· Fear appeals – make use of threat of negative consequences if attitude or behaviour is not altered. 

· Humorous appeals – are built around the product. 

· Emotional appeals – designed to create a positive affective response rather than to provide information or state an argument. 
Chapter 10 – Personality and self concept
Needs and personality provide the foundation for behaviour, while personality attempts to categorise behaviour systematically. Essentially, they study of personality is aimed at identifying consistent need levels and behaviour patterns that individuals follow in satisfying needs.

The key to understanding a customer lies in personality. Needs, motives, attitudes, learning and perception, taken separately, constitute only bits and pieces of the totality that is a person, and that it is personality that ties all these pieces together.

The majority of segmentation strategies can be grouped into these 4 categories:

· Geographic or geodemographic

· Demographic 

· Behavioural

· Psychographic

The process of segmenting markets based on customer personality traits can be classified as a psychographic segmentation strategy.

The nature of personality

Psychographics measure the motivation behind a behaviour and tries to explain why some individuals accept or reject a message, act on it, or ignore it. Psychographics segmentation is thus essentially about the study of attitudes, motivations, personality characteristics and belief systems.

Definition of personality - those inner psychological characteristics that both determine and reflect how a person responds to their environment.

The characteristics of personality – ( 4 characteristics)

· Personality reflects individual differences

· Personality is consistent and enduring 
market segmentation based on the assumption that a customer’s personality and behaviour changes little over time is called tradition-directed behaviour segmentation.
· Personality is conceived of as a whole actualising itself in an environment

· Personality can change.

Personality theories – (4 theories)

· Freud’s psychoanalytic theory of personality – the motivational researcher tends to focus on what the customer buys, treating the purchase as a reflection and extension of the customers personality.
· Neo-Freudian Theory – it’s an extension on the Freudian theory. It tends to emphasise the fundamental role of social relationships in the formation and development of personality.
· Trait theory -  this theory focuses on the measurement of personality in terms of specific individual psychological characteristics called “traits”. A trait is an distinguishing, relatively enduring way in which one individual differs from another.
· Gestalt theory – this theory views personality as the result of the interaction between the person and the total environment. – the 2 must be considered together as a patterned event. The whole person is greater than the sum of their parts. 
Harish  argues that there are 8 elements traits that are core to the effect of personality on consumer behaviour. These are:

· Openness to new experiences
· Orderliness or conscientiousness
· Extraversion
· The need to be agreeable and kind
· The tendency to be moody or temperamental
· The need to collect or own material things
· The desire for excitement
· The need to look after the body

The influence of personality on lifestyle

We have seen that a person’s personality determines to a large extent how they relate to their environment. This means that their mode of living or lifestyle is an expression of the their personality. 

Because of the apparent insights offered by lifestyle analysis, a variety of models for categorising consumers has emerged. One of them is the taylor nelson model.

3 main groups divided into subgroups

· Sustenance driven – motivated by material security, they are divided into:

· The aimless

· Survivors

· Belongers

· Outer-directed. Motivated by the desire for status divided into:

· Belongers

· Conspicuous consumers

· Inner-directed. Divided into:

· Social resisters

· Experimentalists

· Self-explorers

The value of personality to marketers

It’s an alternative to demographic segmentation. Demographics tell you common characteristics whiles personality (psychographics) tell you more about values and beliefs.

Self and self concept

Most individuals are aware of how they are differentiated from their surroundings – this awareness is commonly referred to as an individual’s ‘sense of self’. Customers, have an image of themselves, known as their ‘self concept’, which refers to the attitude a person holds about him.
One self or multiple selves?

A single customer is likely to act differently in different situations, and when they are with different people. ( eg:church v rave club. Parents v friends)

The implication is that marketers should target their product and services to customers within the context of a particular self.

The makeup of the self-image

Despite the varying social roles that we play as individuals, we all have an image of ourselves as a certain kind of person, with certain traits, habits, possessions, relationships and ways of behaving.

We develop our self image through interactions with people: parents, other individuals, groups.
It is held that customers use products that preserve or enhance their self-image and avoid products that do not.

The extended self

Prized possessions can be considered as an extension on one self. If you lose something very dear to you (pocketknife inherited from granddad) you will feel emotions such as frustration, loss of control and the feeling of being ‘violated’

Possessions can extend the self in a number of ways:

· Actually

· Symbolically

· By conferring status or rank

· Feeling of immortality

· Magical powers

Altering the self

Customers constantly try to change themselves. to do this, they use a variety of products such as clothing, grooming aid and cosmetics – to modify their appearance and so alter their self-image. In using self-altering products customers are trying to express their individualism or uniqueness by creating a new self.
Chapter 11 – Market Segmentation
Organisations cannot satisfy all the consumers in the world, marketers should determine who should be part of their base. The most effective method is by segmenting the market or target markets.

Market segmentation helps marketers to know where and how consumers shop and how much they are will pay for a product. A profile of the intended target market will also help determine the methods of communication that marketers will use to reach a particular market. 

SA is diverse, therefore marketers should pay close attention to their target market  so that can better serve the needs and preference of their target market.

The STP Process ( Segmentation, Targeting, Positioning)

Marketers need to focus on the consumers that have the greatest chance of satisfying. The STP process requires from marketers to do the following:

· They should segment the market

· Targeting – involves selecting one or more of the market segments. Marketing mix is tailored to suit that specific market segment.

· Positioning – enables marketers to establish and communicate the distinctive benefits of the company’s market offering. Deals with the way people perceive a product in a market in relation to those offerings of competitors

(1)Market Segmentation

Market segmentation is the process of dividing a market into subsets or segments of consumers so that the members of each segment share characteristics, and are distinct from members of other segments. 

Each segment must be have its own marketing strategy and the marketing mix must be tailored for that market. 

Advantages of segmenting are:
· Ability to define and thus satisfy consumer needs more accurately 
· Better utilisation of scarce resources
· More opportunities to build long term relationships with consumers
· It sets more accurate or detailed goals and objectives and therefore enhances performance assessment.
To be viable, a segment must be large enough to be served profitability. The smaller the segment the more expensive it is to serve. 
Steps of market segmentation (Market segmentation involves the following 4 steps)

4 steps of market segmentation
Step 1



Step2


Step3


Step4
(1.1)Identifying product related needs sets 

· Identify need sets that the organisation is capable of meeting.  ‘need sets’ used to reflect that most product satisfy more than 1 need. Determining the needs set require research + logic and intuition. 


Marketers can use one or a combination of the following bases to segment the market:

· Usage or behavioural segmentation –it possible to divide current users of a product into categories of light, medium and heavy users. Try to encourage brand loyalty as they are likely to be heavy users and pay less attention to competing messages.

This segmentation lacks depth for it to be applied effectively. Should be used inconjuction with other segmentation bases.

· Demographic segmentation – based on aspects such as age, gender, marital status, occupation etc. Demographics is closely linked with consumer needs and buying behaviour. Segment based on LSM

· Lifestyle and psychological segmentation – breaking up of the marketin terms of attributes such as social class, lifestyle and personality.

· Geographic segmentation – market is divided according to geographic location, such as countries or regions. Other appropriate bases include, density and size of city.

· Needs / benefit segmentation – can be effectively segmented by classifying consumers into groups according to the specific benefits they want from a product. 

(1.2) grouping consumers with similar need sets

· using the bases above, the next step is to group consumers with similar need sets.
(1.3)  Description of each group

· once consumers with similar need sets are identified, they should be decribed in terms of their demographics, lifestyles and media usage. In order to design an effective marketing programme,it is necessary to have a complete understanding of the potential consumer.

· You cannot communicate effectively if you do not understand the consumer

(1.4) selecting attractive segment(s) to serve
· Once they have a thorough understanding of each segment, marketers must select the target market. 
Targeting

Once a firm has identified its market segment opportunities, it needs to decide how many and which segment to target. A TARGET MARKET is a group of people for whom the firm designs, implements and maintains a marketing mix intended to meet the needs of the group.  Select segments that offer the best return on investment ( ROI)

Evaluating market segments

 Not all segmentation schemes are useful. To be a useful market segment, segments must rate favourably on these 5 criteria:

· Measurability – size ofmarket,purchasing power

· Substance – identify segments that are large and profitable enough to serve.

· Accessibility –must be able to reach the segment effectively so that it can be served cost effectively.

· Differentiability – the identified segments must be distinguishable from one another.

· Actionable – the development of unique marketing programmes for target segments cannot be justified if the segments fail to respond to the efforts.

Strategies for selecting target markets

Now that we have evaluated various segments, marketers need to employ a strategy to target those specific markets.

· Undifferentiated targeting - organisation views the market as one big market with no individual segments. The firm uses one marketing mix for the entire market.

· Concentrated targeting – organisations are appealing to a single segment. They focus on understanding the needs, motives and satisfaction of that segment’s members and developing a suitable marketing mix.  

· Multi-segment targeting – when organisations decide to service more than 1 segment of the market. 

Positioning

A product’s positioning is an image of the product or brand in the consumer’s mind relative to competing products and brands. Image consists of a set of beliefs, pictorial representations and feelings about the product or brand. It is determined by communications about the brand from the firm and other sources, as well as by direct experience.

The goal of product positioning is therefore to influence demand by creating a product with specific characteristics and a clear image that differentiates it from competitors. You can create a competitive advantage through positioning. 

Developing a positioning strategy

To develop a positioning strategy, marketers need to analyse competitors’ positions and then identify their own competitive advantage. 

Seven step approach when positioning a product
7 steps of positioning




· Identify a relevant set of competitive products or services –understand the competitors that exist and how they are perceived by the market. Also need to identify SWOT for own products and services.
· Identify differentiation variables – identify a product with a competitive advantage. Select a variable that play a major role in helping consumers to differentiate between alternative products. determine if it’s a competitive advantage, you must answer the ffg:
· Do customers desire the differentiating factor
· Can we sustain the advantage over a period of time
· Can we manufacture & market the product according to the price a cust wil pay 
· Is it profitable
        4bases available for product differentiation:

· Product differentiation

· Differentiation based on services accompanying the product

· Personnel differentiation 

· Image differentiation

· Determine the consumer’s perception – establish how consumers perceive the various products or services in terms of the variables selected. Usually done with research.

· Analyse the intensity of a product or service’s current position – intensity of awareness may differ, although they are aware of product. create strong awareness with product and variables

· Analyse the products current position – establish how strongly a particular product or service is associated with a variety of determinant variables. To do this, a positioning map is developed. 

· Determine the most preferred combination of attributes 

· Select a positioning strategy – various positioning methods:

· Attribute positioning

· Benefit positioning

· Price and quality positioning

· Use or application positioning

· Product user positioning

· Product class positioning

· Competitor positioning

· Origin positioning

Once marketers have gone through these steps, they may realise the need to reposition

Repositioning

Process whereby a brand’s original ‘personality’ is repositioned to appeal to a different segment. 

Reasons for repositioning:

· Original positioning strategy was inappropriate

· Consumers’ demands have changed

· The service provider wants to build on it’s strengths

· Own brand competition

· Overemphasis on attributes

Deliberate decision to alter the way the market views a product.

Chapter 12 – The consumer decision making process
Consumer analysis includes an evaluation of 4 interrelated dimensions, namely, cognition, behaviour, environment and marketing strategies, in order for marketers to obtain a profile of the target market.

The consumer decision-making process
2 fundamental reasons why individual makes decisions:

· Satisfy needs and desires

· More than one choice or alternative will satisfy their needs

Perception is the process by which an individual becomes aware of the environment and interprets it so that it will be congruent with their frame of reference.

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 decision making process
· Problem recognition

· Search for information

· Evaluation of alternatives

· Buying

· Post buying evaluation

Problem recognition
Difference between existing and desired state of affairs triggers motivation.

Problem recognition can take place at every stage of decision making.

Consumer problem occur due to barrier:

· Internal barrier – distorted perception, negative attitude

· External barrier – lack of cunds, product unavailable, need for more information

Consumer problems result from:

· Assortment inadequacies

· New information

· Expanded desires

· Expanded or reduced means
The search for and processing of information

Consumer search is the mental and psychical activities undertaken by consumers to obtain information on identified problems. 

They engage in internal or external search.

Internal search
Concerns info in consumers’ memories and this use this to shorten the process. Info comes from learning processes in the past. Learning includes interaction with salesperson, store layout, etc.

External search
Customers also try to get information from outside their experience. This type of search is affected by individual differences ( motivation and involvement, knowledge, attitudes) and environmental influences ( personal selling, instore promotions, business and marketing forces of advertising)

Neutral sources – booklets, brochures  and pamphlets.

Types of consumer decision making
· Habitual decision making – satisfaction leads to repeat buying + based on habit. Can be categorised into brand loyalty and repeat buying behaviour.

· Brand loyalty – become committed because it meets their needs.

· Repeat buying behaviour – buy same brand over and over again without psychological commitment

· Limited decision making – closely related to habitual buying. Not highly involved with alternatives.

· Extended decision making – response to high level of buying involvement, where internal and external searches of information are followed by a complex evaluation of alternatives. 

The evaluation of alternatives
Consumer evaluation is the act of identifying alternative solutions to a problem and assessing the relative merits and demerits of each. 

· Economic individual – takes a calculated, rational decision based on complete information.

· Passive individual – not knowledgeable can be manipulated by the marketer react impulsively and irrationally.

· Emotional individual – takes consumer decisions based entirely on personal and irrational needs

· Cognitive individual – bases consumer decisions on information from the environment, social influences, personal needs, attitudes and perceptions.

Evaluation brings consumers to the point where they can make a decision. 

The response/ buying decision
Decision is based on the evaluation.  Selecting the most desired decision from options that fit their criteria.

Post buying evaluation 

Post buying satisfaction – positive assessment of the purchase decision result in post-buying satisfaction.

Post buying dissatisfaction – negative assessment of the purchase decision result in dissatisfaction. 

Response to dissatisfaction may be verbal or behavioural. That is customers make talk about or act out their dissatisfaction in some way.

A neutral of indifferent behavioural response

Inertia – buy same brand because it’s not worth the effort to look for alternative

Impulse buying- is an unplanned consumer buying pattern. There is no thought before buying a product and virtually no external search activity.

Post buying conflict
Post buying dissonance -  conflict and question whether they made the right decision or should have bought a different product.

Cognitive dissonance – logical inconsistency with reference to all other aspects of cognitive behaviour
Chapter 13 – Family Decision making
Family is the most important reference group for consumer decision making. 

3 reasons for analysing families from a marketing strategy perspective:

· An individual may not perform all the buying / consumption tasks 

· There is long term influence of family buying patterns on children’s behaviour 

· Children influence the family budget allocation and buying consumption behaviour.

The family as a reference group

Family defined as 2 more person’s related by blood, marriage or adoption, who reside together. 

2 types of households
Multiple households – consists of one or more families, dependant on common or pooled income, living under the same roof

Single household – consists of one person who is financially independent of any person or household group.

Marketers can avoid the problem of studying households or families by using term consumer unit.

Type of families:

· Married couple

· Nuclear family

· Extended family

· Single-parent family

The function of the family

· Socialisation of family members – absorbing culture ( intergenerational socialisation – brand loyalty passed from generation to generation) 

· Emotional support – providing love, affection, intimacy

· Economic well-being – providing financial means to dependents.

· Suitable family lifestyles – establishment of a suitable family lifestyle. 

Family decision making
Role behaviour
8 distinct roles in the decision making process

· Influencers – provide information to other members about a product

· Gatekeepers – control the flow of information about a product into the family

· Deciders – decide themselves or with others whether they shop for, buy, use of a product

· Buyers – do the actual buying of a product

· Preparers – transform the product  ( eg raw meat to food to eat)

· Users – use or consume a particular product

· Maintainers – service or repair products so that they will be continuously satisfied. 

· Disposers – carry out the disposal or discontinuation of a product

Husband and wife decision making

Joint decision making
Influences on decision making process

Influence of decision stage – the information search stage tends to be carried out by more than 1 spouse than jointly.

Influence of employment – increasing nature of urban working women has affected the way buying responsibilities are shared

Influence of gender – as the gender gap narrows, decisions are increasingly made jointly.

Family life cycle

Traditional family life cycle

· Stage 1 – bachelorhood: single men and women established households apart from parents.

· Stage 2 – Honeymooners: starts after marriage before first child born. 

· Stage 3 – parenthood / full nest stage: couple have first child, the honeymoon is over. 

· Stage 4- post-parenthood/empty nest stage: when all the children have left home. Traumatic / liberating for some parents.

· Stage 5 – dissolution: occurs with death of a spouse. Thereafter follow more economic lifestyle

Modifications to the family life cycle model: 9 stages: 

At home singles

starting out singles
mature singles
young couples
new parents


Mature parents

single parents

golden nests
left alones
Chapter 14 – organisational behaviour
Organisational buying concerns the buying of products and services for use in an organisation’s activities. Organisational buyers buy goods and services for one of the following purposes:

· To manufacture other products and services – raw materials, equipment, tools

· To resell to other organisational buyers or customers – retailers , wholesalers

· To carry out the organisations operations – stationery, office equipment.

Organisations pay premiums for well known brands, avoid risk and sometimes fail to properly evaluate products both before and after buying them.

Types of buying decisions
· New task buying – buy something they never bought before. Problem is different from previous buying experience. Therefore will need significant amount of information to enable them to explore alternative ways of solving a problem. Most complex and difficult buying situation.  Risk is great and information need is high. 

market implications - marketers can gain an advantage by participating actively in the initial stages of procurement. They should gather information on the problem, determine the organisations requirements and offer proposals, solutions, to meet those requirements. “in” suppliers have an advantage because they know the culture, nature and behaviour.

· Straight rebuy – buying products that are bought before. Routine, low involvement buying with minimal information and no need for alternatives. For straight rebuys, organisations use internet to streamline the buying process.


Market implications – an in supplier must concentrate on:
1) building and reinforcing the buyer seller relationship. 2) meeting the buyers expectation. 3) adapting to the changing needs and new needs of the buying organisation.
Out supplier faces a number of obstacles, and must convice the buyer organisation of the significant benefits that it can get by changing to this supplier. Aim: to re-evaluate alternatives

· Modified rebuy – in a modified rebuy, the buyer wants to alter the specifications of a product, price or suppliers. 

market implications – in supplier must move to decision makers into a straight rebuy decision. The out supplier should try to hold the buyer organisation in the modified rebuy situation long enough for the buyer to evaluate alternate offerings.

The forces shaping organisational buying behaviour
· Environmental forces – monitor economic, political, technological, regulatory an competitive developments. 

· Organisational forces – trends that affect buying behaviour are:

· Upgrading of buying departments

· Centralised buying

· Buying on the internet

· Long term contracts

· Buying performance evaluation

· Lean production

· Group forces 

· Individual factors - must understand the following:

· The indviduals’ evaluative criteria

· How an individual buyer processes information

· The individuals risk reduction strategies

The buying centre
Buying is a group activity.

The members of the buying centre can play any of the following roles:

· Users of a product

· Influencers

· Buyers

· Decision makers concerned with the approval of transactions

· Gatekeepers

Stages in the buying process:
Seven stages in the buying process:

· Recognition of problem / need ( internal factor: new machinery; external factor: salesperson can save money through lower maintenance costs)

· Determination of specification and quantity needed of an item (description of what is needed and in what quantity. Marketers Ability to influence specifications gives company advantage) 

· Search for and qualification of potential suppliers( cheaper and less important the item and the more information the buyer possesses, the less of a search takes place)

· Acquisition and analysis of proposals (invite qualified suppliers to submit proposals. Proposal should be marketing documents, not just technical documents)

· Evaluation of proposals and selection of suppliers – considerations of evaluation below

· Quality

· Price

· Life cycle costs

· Continuity of supply

· Perceived risk

· Functional risk – uncertainty of performance.

· Psychological risk – fear of upsetting the boss, losing status

· Office politics

· Personal likes and dislikes
· Selection of an order routine – details of payment, delivery and installation drawn up. 

· Performance feedback and evaluation – 

· Formal feedback – completing evaluation forms

· Informal feedback – everyday conversation

· Performance review may lead the buyer to continue, modify or end the relationship with the supplier.

New development in buying practice

Just in time buying- Aim is to minimise stock holding. This improves profit and effiency.

Reverse marketing -Traditionally, suppliers tried to meet buyers requirements better than competitors. The process, whereby the buyer attempts to persuade the supplier to provide exactly what the organisation want is called reverse marketing.  Buyer takes initiative. 

Relationship building

Relationships can be built by:

Technical support
expertise
resource support
service level agreements


Risk reduction
Chapter 15- customer loyalty

The long term success of a particular brand is based not on the number of consumer who buy it once but on those who become repeat buyers and are loyal to it. 

Objectives of marketing management:

· Encourage occasional buyers to become repeat buyers

· Increase the amount consumed by repeat buyers

· Attract buyers from competing brands

· Maintain high levels of repeat buying for its brand by discouraging repeat buyers from brand switching

Brand loyalty
Branding is seen as a form of security that adds value and profitability to the overall marketing effort.

Well positioned brands fulfil consumers deeper needs, wants and urges. There is a relationship between consumers’ attitude toward the brand and their buying behaviour

Repeat buying does not imply loyalty. For brand loyalty to exist, there must be psychological commitment to the brand. Variety seeking is opposite to brand loyalty. Customers try different brands because of their urge to try different things.

Branding serves to distinguish products from competitors so that can be marketed separately.

Brand is a name, term, sign, symbol or design intended to identify goods of sellers and from competitors

Influence of brand names on product preference

Brands offer consumers convenience in shopping. Make it easier to identify particular items from a multitude of goods and assure customers that they will always be the same products.  Brands provide consumers with consistent quality.consumers can also express their self concepts through branding. 

Brand image

A brand is a product with a personality. A product is something physical created by a manufactor. A brand consists of all living impressions a consumer has a of a product or service. These impression combine to give a brand a unique character. Social influence is a major factor in the development and modification of brand images. 

Brand preference 
Is the consumers’ tendency to select a brand or product from among a set of known available brands. When confronted with a choice of brands, consumers are more positive towards one brand than towards others.  
Brand preference exists for 2 major reasons:

· In a choice of brands, consumers feel 1 is more satisfying than others and therefore favour it.

· Brand preference occurs as a result of efficiency in decision making.

Brand preference may change as a result of marketing efforts such as price, product changes & coupons.

Formation of brand loyalty
Refers to a situation where a consumer strongly prefers one brand to  others. Becoming brand loyal is a learning process, which takes place over a period of time.

3 factors vital to its development:

· Exposure of information concerning the brand

· Favourable experience in buy and using the brand

· The extent of its use by peers and social groups

Brand loyalty is lower when:

· More brands are available for consumers to choose from

· More products of greater value bought

· Prices are relatively active among competing brands

· Consumers use a number of brands at the same time

Complex decision making and brand loyalty

Brand loyalty is often the measure by how involved customers are in decisions to buy particular products. 

High involvement = brand loyalty

Low involvement = brand habit

Brand loyalty and vulnerability
the term vulnerability may be used to distinguish loyal customers from those who buy a brand but like other brands equally well, or better and are therefore vulnerable to these products. 

Stages of brand loyalty
· Brand awareness – consumers cannot buy a brand unless they are aware of it’s existence. 
· Brand trial – consumers will know a brand only if they try it. Free samples,coupon,reduced price
· Brand image – impression of the brand created by brand messages and experiences. 
· Brand preference – tendency to select a brand  from among a set of known available brands.
· Brand habit – a consumer who prefers a particular brand will habitually buy it without thinking or evaluating it.  May consider another brand if it becomes too expensive or is out of stock
· Brand loyalty – commitment – will go to another store if they are out of stock.  Loyalty is the true measure of brand preference.
Brand loyalty and brand segmentation

A market can be segmented by consumer loyalty to brands, stores and companies. A brand loyal market is one with a high proportion of consumers showing strong brand loyalty. 

Determining the brand loyal segment
The behavioural approach to brand loyalty. 
Defines loyalty as buying the same brand 5 times in a row. Behaviourists argue that what consumers think or believe is unimportant, but that the consumer’ behaviour is the full statement of  what brand loyalty is.

The cognitive approach to brand loyalty

Brand loyalty implies repeat buying behaviour based on cognitive, affective and behavioural factors – the basic components of attitude. In order to be truly loyal, a consumer must a favourable attitude to the brand in addition to buying it repeatedly.

The combined behavioural and attitudinal approach

Research indicates that measures of brand loyalty that use both attitudinal and behavioural approaches provide a more powerful definition of the concept. 

Brand loyalty correlates
Consumer buying habits

Brand loyal consumers are more likely to be influenced by reference groups because of lack of information and the desire to conform and be accepted. 

Shopping pattern characteristics

Research have shown importance in store loyalty and brand loyalty. Brand loyalty was higher for heavy buyers than for light ones. 

Market structure characteristics
Models of brand loyalty
· Deterministic models – designed to explain the processes through which buyers make their brand choices, decide to repeat buy or become brand loyal

· Stochastic models – allow for many variables that are not or cannot be measured and a simplification of reality 

Consumer behaviour and brand type

· Manufacturer  brands – called national brands. Produced and merchandised by manufactuerer

· Store brands – distribution is controlled by retailers and wholesalers. Called private brands because producers are unknown. They tend to be less expensive than national brands. Why are they popular?

· Drop in consumer loyalty

· Better value for money

· Growing similarity of brands

· Store brands are Siamese twins of manufacturer brands

· Impulse shopping and self-service

· Willingness of retailers to support their brands

· Increasing ability of retailers to promote their own brands

· Generic brands – offer at much lower price. 

Brand amnesia – forgets what it stands for

Brand ego – overestimates its own importance and capability

Brand megalomania – egotism can lead to megalomania. When the brands wants to expand into every possible category

Brand deception – act of covering up the reality of the product/brand

Brand fatigue – when companies get bored with their brand and the brand lacks creativity

Brand paranoia – opposite to ego, occurs when there is increasing competition

Brand irrelevance – market evolves drastically, brand faces the risk of becoming irrelevant and obsolete. 
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