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Chapter 1
The foundations of consumer behaviour
Book Content 
Learning Objectives

After reading this chapter you should be able to:
· understand what consumer behaviour is and understand the different types of consumers

· understand why marketers study consumer behaviour

· understand the relationship between consumer behaviour and the societal marketing concept

· understand the importance of consumer research for firms and their brands, as well as for consumers

· understand the steps in the consumer research process and the imperatives to conduct research

· understand the types of consumer research

· understand the relationship between consumer behaviour and customer value, satisfaction, trust and retention

· understand the make-up and composition of a model of consumer behaviour

· understand the structure and plan of this book.

Discussion Questions
1.
Describe the relationship between consumer behaviour and the marketing concept.

The American Marketing Association defines marketing as: the process of planning and executing the conception, pricing, promotion, and distribution of ideas, goods, and services to create exchanges that satisfy individual and organisational objectives.

The key assumption underlying the marketing concept is that a company must determine the needs and wants of specific target markets, and deliver the desired satisfaction better than the competition. The marketing concept is based on the premise that a marketer should ‘make what it can sell’, instead of trying to ‘sell what it has made’.

The term consumer behaviour refers to the behaviour that consumers display in searching for, purchasing, using, evaluating and disposing of products and services that they expect will satisfy their needs. The study of consumer behaviour is the study of how individuals make consumption-related decisions. Thus, a company which adopts the marketing concept must continuously research and monitor its customers’ and potential clients’ needs and consumption-related behaviour in order to develop, effectively promote, and deliver products and services which satisfy clients’ needs better than the competition.

Note that consumer behaviour under this definition also includes anything to do with decision-making and the use of products. Thus children, although they are not always purchasers of products and services but are important influencers and users, are also studied as part of consumer behaviour. The impact of government policy for example, on product information, is also another important area of consumer behaviour. 

2.
Define the societal marketing concept and discuss the importance of integrating marketing ethics into a company’s philosophy and marketing.

The marketing concept states that the objective of the company should be to find and fulfil consumer needs while making a profit. The societal marketing concept adds to this statement the notion that this objective should be achieved in a way that takes into account the well-being of customers and the societies in which they live. Marketing ethics and the societal marketing concept share the belief that marketing efforts should not harm, but should rather enhance, the well-being of both consumers and societies. Companies have a greater chance of prospering in a strong, healthy society and companies that incorporate ethical behaviour and social responsibility into all of their business dealings tend to attract and maintain loyal consumer support over the long term. 
3.
Discuss the concepts of customer expectations, perceived value, satisfaction and customer retention. How are they related, if at all? Is customer retention important? Why?

Customer satisfaction is the consumer’s perception of the performance of the product or service in relation to his or her expectations. As such, it is now accepted that the function of marketing includes setting up processes that create, communicate and deliver value to the consumer to provide perceived benefits in terms of resources expended to obtain those benefits.

The three drivers of a successful relationship between marketers and customers are: customer value, customer satisfaction and customer retention.

The strategy of customer retention makes it in the best interest of customers to stay with the company (as loyal customers are more profitable). They buy more products, are less price sensitive or susceptible to competitive advertising, they are cheaper to service, and they spread positive ‘word of mouth’.

4.
Apply each of the two models depicted in Table 1.2 (i.e. traditional marketing versus value and retention marketing) to the marketing of mobile phone services. You may want to incorporate into your answer your own and your peers’ experiences in selecting mobile providers. 

Traditional marketing takes a product-centric view of marketing, focusing on individual transactions, customer needs and customer acquisition in the short term. A mobile phone service marketer adopting the traditional marketing approach would engage in persuasive selling, telling consumers about product features and how those product features would allow the consumer to satisfy their needs better than competitors. The aim is to generate customer satisfaction and loyalty to the particular product and service provider. Relational-value marketing takes a customer-centric view, focusing on customer retention and value creation in the long term. The mobile phone service marketer adopting this approach would seek to create a long-term relationship with the customer based on customer trust and involving the customer in value co-creation. 
5.
Select any one of the company websites and product-specific site pairs listed in Table 1.1 that interests you. Then systematically examine each of the two sites in terms of how you as a consumer respond differently to the two sites.

While student answers will vary, differences between the two sites should be immediately noticeable. For example, students should notice that corporate sites are designed to provide information and appeal to different stakeholders – e.g. Proctor & Gamble’s Australia and New Zealand site contains corporate organisation charts and information on sustainability initiatives.  Brand sites are specifically designed to engage with consumers - e.g. My Coke Rewards provides a range of rewards and special promotions for loyal customers. Students should also notice that brand sites tend to be more ‘user friendly’, with blogs and discussion forums to facilitate engagement, encouraging visitors to stay longer on the sites. 
Exercises

1.
(a) Select a product or brand you bought recently that has features you didn’t want or don’t use. Which of the business orientations discussed in the text may have guided the development of this product? Explain.
This part of the exercise is designed to illustrate that some companies (and consumers) follow the product orientation – adding in lots of features, many of which may not be used by any given consumer. Students are likely to mention features that they never used in their mobile phones, computer hardware or software, cars and stereo-equipment. Students should be asked to explain why they bought products with features which they do not use, and challenged to speculate why manufacturers included the unused features in their offerings. Then use the students’ examples to illustrate ‘marketing myopia’ (what the product is used for is far more important than the technology of the product). Students should be encouraged to consider how they made the decision to purchase (e.g. did they discount unwanted features or just focus on those they wanted) and whether features that may have initially been unwanted remained unused or if they eventually delivered value. Specific unwanted features should be discussed to determine why they may have been unwanted (e.g. were they difficult to understand or use).
(b) Select a product or brand that you bought recently because it met your needs exactly. Which of the business orientations discussed in the text may have guided the development of this product? Explain.
This part of the exercise is designed to illustrate that many companies follow the marketing concept in designing their products. The instructor should use parts (a) and (b) of this exercise to illustrate the difference between the product orientation and the marketing concept. An interesting discussion may develop if one student mentions a product feature that he/she had never used while another student bought a comparable product because he/she viewed the same feature as particularly suitable for his/her needs. Students should be encouraged to think about why different consumers might view the same feature in different ways.  

2.
Find two examples (e.g. advertisements, articles) depicting practices that are consistent with the societal marketing concept and two examples that contradict the concept. Discuss the examples.
When providing examples of the societal marketing concept in action, students might point to corporate charity or community efforts such as Ronald McDonald House or the Clean Up Australia initiative. When looking for examples that contradict the concept, students might identify specific practices around advertising to children or marketing controversial products such as tobacco. This exercise can be used to illustrate how an understanding of the societal marketing concept has repercussions on company profitability, personal advancement, the shareholder driven economy and long-term company sustainability. 
3.
Give an example of what you believe to be an unethical marketing practice. How can this practice be stopped through government regulation? Can the industry stop this practice? If so, how?
Student examples will vary but they should be encouraged to explain specifically why they believe the particular practice is unethical. They should also be encouraged to consider what government regulations might be and whether industry standards or membership in industry associations would be powerful enough motivators to change the specific practices. Polling the class on each example might identify differing opinions, providing a springboard for discussing the challenges involved in determining ethical standards (e.g. generally acceptable/unacceptable) and the contrast with legal standards (e.g. government regulations). Students could also be challenged to consider whether consumers engage in unethical practices (e.g. returning items that have been used). 
4.
You are the marketing manager of the Commonwealth Bank’s online banking services. How would you apply the concepts of customer value, customer satisfaction, customer retention and trust to designing and marketing online banking?

Customer satisfaction is the consumer’s perception of the performance of the service compared to his/her expectations. In order to retain customers, a strategy of customer ‘delight’ could be used with the aim of producing customers whose expectations were exceeded by the service received. This would involve all forms of marketing communication, from advertising to a targeted market whose needs are well understood, to delivering a two-way communication that will add value to the customer’s experience and allow for further personalisation, resulting in a more loyal customer base. The fact that the potential target groups vary widely in psychological and material needs will provide a spectrum of benefits that will appeal to the different segments.

Case Study Solutions
iSnack 2.0: It looked good on paper
Question 1
Using the tricomponent attitude model, compare the differences in attitude of consumers towards Kraft Foods versus their attitude towards Vegemite.

Answer

· Kraft Cognitive Component: A large American company therefore does not understand the Australian consumer, a well-known brand, quality products.

· Kraft Affective Component: Negative because it did not involve Australian consumers throughout the entire Cheesybite campaign.

· Kraft Conative Component: Started Facebook clubs condemning the iSnack brand, posted comments on media websites with anger directed towards Kraft, negative word of mouth was focused towards the company.
· Vegemite Cognitive Component: A trusted and familiar brand, the new product was accepted once details of it had been released as it was aligned with the parent brand. 

· Vegemite Affective Component: High levels of familiarity and trust. Positive emotions continue to be felt by the consumer even during the furore of iSnack. 

· Vegemite Conative Component: Consumers continue to buy both Vegemite and Cheesybite. Mixed responses in terms of favourability towards Cheesybite.

Question 2
Thinking about the different methods Kraft used to encourage consumer input for their new Vegemite product, what kind of consumer learning took place during the entire process?
Answer

Initially, instrumental learning took place as the consumer tried the new Vegemite brand and then entered the competition to give it a name. Positive reinforcement occurred via the ‘How do you like your Vegemite’ promotion, which then developed into shaping behaviour when the ‘Name me ...’ promotion was launched (i.e. positive associations with the brand). As the campaign continued, cognitive learning took place once the name ‘iSnack 2.0’ was announced. Consumers sought out websites and media outlets where they could see the response from others and then vent their own opinions. Memories of this event will remain for several years, particularly when new promotions for Vegemite are presented.

Question 3
Vegemite is a food product, suggesting consumers would have lower levels of involvement with the brand. However, the fallout from ‘iSnack 2.0’ implies otherwise. What aspects of involvement theory were presented in their response?

Answer

Hemispheral Lateralisation occurred when the ‘Name me ...’ promotion was launched via television and simple print advertisements. The left brain component was instigated when product names were submitted and consumers were encouraged to try and review the new brand. The right brain component was engaged with the ‘How do you like your Vegemite’ promotion which led to the ‘Name me …’ campaign. An antecedent was set when ‘iSnack 2.0’ was launched (and then rapidly withdrawn) and Kraft asked the community to repeat the exercise for ‘Cheesybite’. Consumers showed high levels of intense and persistent degrees of involvement, as represented by the depth of their anger towards Kraft’s choice of name and the speed with which they responded to the first promotion and continued to do so well after the event. 

Question 4
Do you think Kraft can change perceptions of ‘iSnack 2.0’ by changing the name to ‘Cheesybite’? Explain your answer.

Answer

By rapidly responding to the negative feedback to ‘iSnack 2.0’, Kraft attempted to reduce the negativity being transferred to the new product. Consumer perceptions of ‘Cheesybite’ will most likely remain the same as there were no changes to the actual product, and even the same TV advertisement was used (albeit with the ‘Cheesybite’ name). Print advertisements did not highlight ‘iSnack 2.0’ as the wrong choice, just that ‘Cheesybite’ was now the new Vegemite brand. Perceptions of Kraft as a company may well be affected, as consumer anger was vented towards the company rather than the brand (particularly emphasising the issue that Kraft is an American-owned entity). Vegemite’s status will withstand the ‘iSnack 2.0’ debacle, but Kraft’s image has been tarnished.

Question 5
If ‘Vegemite’ could be given a brand personality, what do you think it would be like? Compare this to how the ‘Cheesybite’ personality might be.

Answer

· Vegemite: older, sedate, reliable, follows traditional values, possibly a father/mother-like figure, conscientious, even tempered.

· Cheesybite: younger, open to experience, smooth-talking, extroverted, need for uniqueness.
Teaching Notes

Lectures

1. At the beginning of the lecture, challenge students to consider the following statement: ‘Consumer behaviour is just about buying products so marketers only need to collect and analyse sales data.’ The purpose is from the outset to get students thinking about the breadth and depth of consumer analysis.

2. When discussing why marketers study consumer behaviour, ask students to consider changes that have occurred in the music industry and how these changes have impacted how music is both purchased and consumed. For example, formats have changed from records (singles and LPs) to tapes (cassettes and 8 tracks) to minidiscs to CDs to videodiscs to downloads – with each change requiring a change in music player (e.g. record player to MP3 player/smartphone). The purpose is for students to realise that industries respond to changes in consumer behaviours but also can drive these changes.
Discussion Notes

What is Consumer Behaviour? Have students discuss some of the everyday things they do that are consumer behaviours and why marketers might be interested in studying them.

Have students discuss how a marketer would use the marketing mix to target (a) a product user and (b) a product buyer. Have them focus on the differences. Give examples of how students are displaying consumer behaviour every day - morning grooming ritual; the kind of car they drive; if and how much of the newspaper they read; whether they dress conservatively or flamboyantly; the brand of beer they drink.

Make sure students understand that there is a difference between buyers and users (e.g. the majority of men’s cologne is purchased by women). Point out how this relates to differences in the advertising target and the user target. Buyers and users may be very different from the perspective of both demographics and psychographics.

Why we study Consumer Behaviour - Discuss some specific marketing decisions that have been made as a result of understanding consumer behaviour and the strategies used, which are based upon what marketers know about consumers. For example, we know that baby boomers are concerned about clean air (they have been since the 1960s). Now that they are a powerful market segment, companies have engaged in green marketing. Discuss the ethical implications of being truly environmentally oriented versus giving lip service to the issue.

Consumer Behaviour is interdisciplinary - Discuss an example of each of the sub-disciplines of CB and show how it applies to CB. Psychology - might examine how people learn; we also learn to be consumers through the same principles (operant and classical conditioning). Sociology - may examine how the behaviours of social classes vary. There are commonalties within and differences between social classes in terms of the products and brands they buy, the stores they patronise etc.

Global Involvement - Discuss how with increased global involvement, marketers need to understand cultural origins and differences. This is why anthropology is playing an increasing role in CB.

Ethics in Marketing - Discuss the concept of short-term profitability versus long-term loyalty and how companies are shifting their goals toward the latter. Because a company’s goal is long-term in nature it must (at the very least) be socially responsible and ethical. This sometimes means that a company may have to forgo a short-term profit opportunity. But if the alternative is to engage in an ethically questionable practice, it could jeopardise long-run customer loyalty.
Student examples – Students should be encouraged to begin analysing their own consumption behaviours and to share examples with their fellow students. As each discussion point is introduced, student examples should be solicited to ensure students realise they are not just studying consumer behaviour but are the target of corporate marketing efforts.
Application Assignments

1. Have students collect examples of advertisements that illustrate companies who are (a) focusing on short-term profits and (b) focusing on cultivating long-run loyalty through social responsibility. Have them discuss the implications.
2. Have students create a consumer diary. Students should chronicle five purchases from five different retailers (e.g. take-away coffee from a local café, downloaded video from iTunes). For each purchase, students should note their overall impressions of the retailer, the service offered and the orientation they believe the retailer is adopting. For each purchase, students should make one recommendation that they believe would increase customer value, satisfaction, trust and retention. 
Additional Readings

Achol, R. & Kotler, P. 2012, ‘Frontiers of the marketing paradigm in the third millennium’, Journal of the Academy of Marketing Science, pp. 35-52.
This article looks at marketing’s future possibilities, with a particular focus on how consumers experience products and services via their senses and the growing impact of digitisation and virtual media.

This article reinforces the need to study consumer behaviour and why marketers need to be aware of changing trends.

Fortin, D. & Uncles, M. 2011, ‘The first decade: emerging issues of the twenty-first century in consumer marketing’, The Journal of Consumer Marketing, pp. 472-475.

This article reflects on the past decade with its attention on social marketing and protection of vulnerable consumers. The article also discusses anti-consumption, social networking and consumer co-creation.

This article, read in conjunction with the first article, provides a solid backdrop of where the study of consumer behaviour has come from and where it is going.
Elliott, S. 1992, ‘Marketers Still Struggling to Appeal to 90s Consumers’, New York Times, 31 August.

With the hedonism of the 1980s gone, many producers of premium consumer goods are revamping their advertising to reflect the altered realities of a marketplace shifting from conspicuous consumption to prudent purchasing.

This article ties in with the earlier discussion of why it is important to study consumer behaviour and why marketers need to be aware of consumer trends.

Kardon, B. 1992, ‘Consumer Schizophrenia: Extremism in the Marketplace’, Planning Review, July/August, pp. 18-22.

There’s an important new pattern in buyer choice processes: consumer schizophrenia. Consumers are making decisions on what to put in their shopping carts based on mutually contradictory or antagonistic motives.

This article ties in with how consumer behaviour changes. It illustrates the importance of consumer research. New research methods such as observation (‘shadow shopping’) are growing in importance and this paper points out how they can be valuable. However, there are also ethical issues involved in the use of such techniques, e.g. do staff members who unwittingly participate in this research have any rights?

Trust in Advertising: A Global Nielsen Consumer Report, 1 October 2008; and <www2.acnielsen.com/reports/documents/Trustin
AdvertisingOct07.pdf>, April 2009. 

There is a growing trend for consumers to rely on recommendations from friends and other consumers. The growth and importance of WOM and the need for marketers to use country relevant material is analysed in this report.

This material is useful for determining the importance of WOM and the need for careful segmentation not only on the basis of shared characteristics but also country of origin affects.
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