
CHAPTER 1 – INTRODUCTION: DIVERSITY IN THE  MARKETPLACE

LEARNING OBJECTIVES
After studying this chapter students should be able to:

1. Define Consumer Behavior.

2. Explain why we study Consumer Behavior.

3. Identify the two major approaches to the study of Consumer Behavior.

4. Describe the importance of the development of Consumer Behavior.

5. Understand the development of the marketing concept.

6. Discuss the role of Ethics in marketing.

7. Describe the two major groups of ethical theories. 

8. Identify the three major influences on the development of business ethics.

9. Understand the relationship of ethics and social responsibility.

LECTURE OUTLINE 

INTRODUCTION 

1. The global marketplace is a celebration in diversity. People differ not only among cultures, but within cultures. 

a) Once newcomers sought assimilation; they now value transnationalism. 

b) Multiculturism has become a major contributing factor to the diversity of consumer behavior. 

c) Consumers differ not only in the usual ways, but also in their activities and interests, their preferences and opinions, the foods they eat and the products they buy.

2. There is also diversity among marketers. Traditional retailers are the mass merchandisers.

a) But there has been a shift from mass marketing to niche marketing to direct marketing, from custom catalogs to television shopping to cyber shopping. 

b) The larger global market also now beckons, and marketers employ marketing strategies designed to be as effective in Bombay as they are in Boston.

3. There is great diversity in advertising media. There is traditional broadcast, print media, and:

a) Ethnic media.

b) Alternative media such as web sites on the Internet.

4. How do they know which people to target, where and how to locate them, and what message would be most effective? Through consumer research.
a) Consumer researchers seek to identify the many similarities, constants, such as biological needs--the need for nourishment, for water, for air, for shelter from the elements. 

b) They also want to know our acquired needs, those we learn and that are shaped by the environment and the culture in which we live, and by our education and our experiences. 

c) Commonality of need or interest constitutes a market segment, enables the marketer to:

i) design specific products and/or promotional appeals.

ii) vary the image of its product.

5. One of the most important constants is that we are consumers. 

6. There is no question that consumer behavior has become an integral factor in the ebb and flow of all business in a bustling world economy.

7. The term consumer is often used to describe two different kinds of consuming entities: the personal consumer and the organizational consumer. 

a) The personal consumer buys goods and services for his or her own use, for the use of the household, or as a gift for a friend. The products are bought for final use by individuals, who are referred to as end users or ultimate consumers. 

b) The organizational consumer--includes profit and not-for-profit businesses, government agencies, and institutions, all of which must buy products, equipment, and services in order to run their organizations.

8. Despite the importance of both categories of consumers, individuals and organizations, this book will focus on the individual consumer, who purchases for his or her own personal use or for household use. End-use consumption is perhaps the most pervasive of all types of consumer behavior.

I. CONSUMER BEHAVIOR AS AN ACADEMIC DISCIPLINE AND AN APPLIED SCIENCE

A. Consumer behavior as a separate marketing discipline

1. Marketers realized that consumers did not always act or react as marketing theory suggested they would. 

2. They preferred differentiated products that they felt reflected their own special needs, personalities, and lifestyles. 

3. Even in industrial markets, where needs were always more homogeneous than in consumer markets, buyers were exhibiting diversified preferences and less predictable purchase behavior.

4. Other factors:

a) the accelerated rate of new product development.

b) the consumer movement.

c) public policy concerns.

d) environmental concerns.

e) the opening of national markets throughout the world.

B. The Marketing Concept

1. The field of consumer behavior is rooted in a marketing strategy that evolved in the late 1950s.
2. Instead of trying to persuade customers to buy what the firm had already produced, marketing-oriented firms found that it was a lot easier to produce only products they had first confirmed, through research, that consumers wanted. 
3. Consumer needs and wants became the firm's primary focus.
4. The key assumption:

a) to be successful, a company must determine the needs and wants of specific target markets, and deliver the desired satisfactions better than the competition. 

5. 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. 

a) The older selling concept focused on the needs of the seller.

b) The marketing concept focuses on the needs of the buyer.

6. This change by American business fed the need to study consumer behavior. 

7. They discovered that consumers were highly complex individuals, subject to a variety of psychological and social needs quite apart from their survival needs. 

a) The needs and priorities of different consumer segments differed dramatically, and in order to design new products and marketing strategies that would fulfill consumer needs, they had to study consumers and their consumption behavior in depth.

C. The Scope of Consumer Behavior

1. The study of consumer behavior focuses on how individuals make decisions to spend their available resources (time, money, effort) on consumption-related items. 

a) That includes what they buy, why they buy it, when they buy it, where they buy it, how often they buy it, and how often they use it.

2. Consumer researchers also are interested in how individuals dispose of their once-new purchases. 

a) The answers to these questions are important to marketers, because they must match their production to the frequency with which consumers buy replacements. 

b) The answers are also important to society as a whole, because solid waste disposal has become a major environmental problem that marketers must address.

D. Consumer Behavior has Interdisciplinary Roots

1. Consumer behavior was a relatively new field of study in the mid-to-late 1960s.

2. Marketing theorists borrowed heavily from concepts developed in other scientific disciplines:

a) Psychology--the study of the individual.

b) Sociology--the study of groups.

c) Social psychology--the study of how an individual operates in groups.

d) Anthropology--the influence of society on the individual.

e) Economics to form the basis of this new marketing discipline. 

3. Many early theories concerning consumer behavior were based on economic theory, the idea that individuals act rationally to maximize their benefits (satisfactions) in the purchase of goods and services. 

4. Later research discovered that consumers are just as likely to purchase impulsively, and to be influenced not only by family and friends, by advertisers and role models, but by mood and situation and emotion.

5. A Simplified Model of Consumer Decision Making

a) Three distinct but interlocking stages: the input stage, the process stage, and the output stage. 

b) Depicted in Figure 1-1. 

c) The input stage influences the consumer's recognition of a product need and consists of two major sources of information: 

(1) the firm's marketing efforts (the product itself, its price, promotion and where it is sold).

(2) the external sociological influences on the consumer (family, friends, neighbors, other informal and noncommercial sources, social class, cultural and subcultural memberships.) 

d) The process stage focuses on how consumers make decisions. 

(1) The psychological factors inherent in each individual (motivation, perception, learning, personality, attitudes) affect how the external inputs influence the consumer's recognition of a need, prepurchase search for information, and evaluation of alternatives.

(2) The experience gained through evaluation of alternatives, in turn, affects the consumer's existing psychological attributes.

e) The output stage of the consumer decision-making model consists of two closely-related post decision activities: 

(1) Purchase behavior, which can be a trial purchase or a repeat purchase. 

(2) The postpurchase evaluation of the product feeds directly into the consumer's experience in the process stage of the model.

6. This consumer decision making is examined in greater depth in Chapter 16.

II. ETHICS IN MARKETING

E. Introduction 

1. In-depth understanding of consumer behavior opens the door to the exploitation of human vulnerabilities.

2. The knowledge of consumer behavior may give the marketer an ‘unfair’ advantage over the consumer.

3. Unethical practices can and have occurred at every level of the marketing mix; design, promotion, packaging, and pricing.

4. Most studies focus on marketers’ practices.

5. Some are now looking at consumer ethics.

a) Table 1-1 outlines various types of unethical marketing behavior.

b) Table 1-2 names various types of unethical consumer behavior.

F. A study of ethical philosophies reveals two different groups of theories--teleological and deontological theories.

1. Teleology deals with the moral worth of a behavior as determined by its consequences.

a) Utilitarianism, a teleological theory, is best summarized by the notion of “the greatest good for the greatest number.”

b) To utilitarians, ethics are evaluated on the basis of a kind of cost/benefit analysis - so long as the benefits to society exceed the costs, a behavior is considered ethical.

2. Deontology deals with the methods and intentions involved in a particular behavior.

a) Deontological theories tend to place greater weight on personal and social values than on economic values.

b) Kant’s categorical imperative suggests that individuals should be willing for their behavior to become universal laws that apply to everyone.

c) This leads to the simple statement, “ Do not do unto others what you would not have others do unto you or your loved ones.”

3. Ethics is a two-way street, involving the ethical behavior of both the marketer and the consumer.

G. Ethics and Social Responsibility

1. The corporate environment and corporate philosophy are crucial determinants of ethical behavior among an organization's employees. 

2. Many companies have developed explicit codes of ethics that set the tone for decision making throughout the organization.

3. Many trade associations have developed industry-wide codes of ethics because:

a) they recognize that industry-wide self-regulation is in their best interests.

b) it deters government from imposing its own regulations on the industry.

4. A number of companies have incorporated specific social goals into their mission statements and include programs in support of these goals as integral components of their strategic planning. 

a) Most companies recognize that socially responsible activities improve their image.

b) They have found that ethical and socially responsible practices are simply good business.

c) Figure 1-2 includes excerpts from a brochure issued by Ben & Jerrys.

H. The Societal Marketing Concept

1. Many people believe that all of us, companies as well as individuals, would be better off if social responsibility was an integral component of every marketing decision. 

2. This is particularly true when the means for need satisfaction--the product or service provided--can be harmful to the individual or to society. 

3. The societal marketing concept requires that all marketers adhere to principles of social responsibility in the marketing of their goods and services.

a) They must endeavor to satisfy the needs and wants of their target markets in ways that preserve and enhance the well-being of consumers and society as a whole. 

4. A serious deterrent to widespread implementation of the societal marketing concept is the short-term orientation embraced by most business managers in their drive for increased market share and quick profits.

II. PLAN OF THE BOOK

A. The book is divided into four parts.

1. Part I gives an Introduction to the Study of Consumer Behavior.

2. Part II discusses the Consumer as an Individual.

3. Part III examines Consumers in their Social and Cultural Sellings.

4. Part IV synthesizes all of the variables discussed earlier into the Consumer Decision-Making Process.

B. Part I

1. Chapter 1 introduces the reader to the study of consumer behavior as an interdisciplinary science, the reasons for the development of consumer behavior as an academic discipline and an applied science, and it introduces a simplified model of consumer decision-making.

2. Chapter 2 examines the methodology of consumer research, including the assumptions underlying qualitative and quantitative research approaches. 

3. Chapter 3 discusses the process of market segmentation, including the demographic, sociocultural, and psychographic bases for segmenting markets.

C. Part II 

1. Chapter 4 discusses how individuals are motivated.

2. Chapter 5 examines the impact of individual personality characteristics on consumer behavior.

3. Chapter 6 explores consumer perception.

4. Chapter 7 examines how consumers learn.

5. Chapter 8 discusses consumer attitudes.

6. Chapter 9 concludes Part II with an examination of the communications process and consumer persuasion.

D. Part III 

1. Chapter 10 focuses on consumers as members of society, subject to varying external influences on their buying behavior, such as their group and family memberships.

2. Chapter 11 looks at social class.

3. Chapters 12 and 13 examine the broad cultural and specific subcultural groups to which they belong.

4. The importance of cross-cultural consumer research to international marketing is explored in Chapter 14.

E. Part IV 

1. Chapter 15 discusses the consumer's reactions to innovation and change and describes the process by which new products are adopted and become diffused throughout society. 

2. Chapter 16, is an indepth discussion of consumer decision making that shows how all the psychological and sociocultural variables discussed in Parts II and III influence the consumer's decision-making process.

SUMMARY

The global marketplace is a study in diversity, diversity among consumers, producers, marketers, retailers, advertising media, cultures, and customs. However, despite prevailing diversity, there also are many similarities. Segmenting target audiences on the basis of such similarities makes it possible for marketers to design marketing strategies with which their target consumers identify.

The study of consumer behavior enables marketers to understand and predict consumer behavior in the marketplace; it is concerned not only with what consumers buy, but also with why they buy it, when and where and how they buy it, and how often they buy it. Consumer research is the methodology used to study consumer behavior; it takes place at every phase of the consumption process: before the purchase, during the purchase, and after the purchase.

Consumer behavior is interdisciplinary; that is, it is based on concepts and theories about people that have been developed by scientists in such diverse disciplines as psychology, sociology, social psychology, cultural anthropology, and economics.

Consumer behavior has become an integral part of strategic market planning. The belief that ethics and social responsibility should also be integral components of every marketing decision is embodied in a revised marketing concept -- the societal marketing concept -- which calls on marketers to fulfill the needs of their target markets in ways that improve society as a whole.

KEY TERMS

Consumer behavior
Consumer research
Deontology

Market segmentation
Marketing concept
Marketing ethics

Organizational consumer
Personal consumer
Societal marketing concept

Teleology
Utilitarianism


APPLICATION ASSIGNMENT

Have students search the Wall Street Journal, Business Week, etc. for articles on companies that are cited for showing social responsibility, ethical behavior, and affirmation of diversity. Have the students summarize the stories verbally and then discuss them.

DISCUSSION QUESTIONS AND ANSWERS
1. Describe the interrelationship between the consumer behavior discipline and the marketing concept.

Answer - The term consumer behavior refers to the behavior 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 behavior is the study of how individuals make consumption-related decisions. 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 they can sell, instead of trying to sell what they have made. Thus, a company which adopts the marketing concept must continuously research and monitor its customers' and potential clients' needs and consumption-related behavior in order to develop, effectively promote, and deliver products and services which satisfy clients needs better than the competition.

2. Discuss the differences involved in marketing fax machines to personal consumers and to organizational consumers.  

Answer - A personal consumer is likely to purchase one small and compact fax machine, which will help him or her keep in touch with the office and utilize time more efficiently. Since a fax machine is a durable and expensive product and a lot of different models are available, the consumer is likely to consult Consumer Reports, decide on a model and seek to buy it at the lowest price available. The marketer should offer the personal consumer a small, compact, reliable and easy-to-operate machine that does not require a "dedicated," separate phone line. Some consumers may prefer a fax with a built-in answering machine. The marketer should stress low cost, reliability and availability of local service and supplies. The ads for the machine should be placed in business magazines catering to professionals.

An organizational consumer is likely to purchase an entire system of fax machines that can handle heavy usage and is compatible with the organization's telecommunications and computer systems. The purchase is likely to be the result of evaluating several competitive bids where payment schedules, installment procedures, and terms of service contracts play a crucial role. The sale will probably have to be approved by management. The seller should stress overall quality, low maintenance costs, the advantages of the service contract, the equipment's compatibility with newer technology and its update options and capabilities. Advertisements should be placed in professional publications and designed to generate requests for submitting competitive bids to prospective clients.

3. You are the brand manager of a new line of lightweight digital cameras. Describe how an understanding of consumer behavior is useful to you in terms of market segmentation strategy.

Answer - The study of consumer behavior focuses on how individuals make decisions to spend their available resources (time, money, effort) on consumption-related items. That includes what they buy, why they buy it, when they buy it, where they buy it, how often they buy it, and how often they use it. Consumer researchers want to know what features they look for, what benefits they seek, how likely are they to replace their old models when new models with added features become available, etc. 

4. Is it ethical for marketers to promote expensive sneakers to inner-city youth? Explain your answer.

Answer - Students can answer two ways. On the one hand to deny a market access to a product because of its characteristics could be discriminatory. On the other hand the answer would be no because it would be in violation of the societal marketing concept. This product would contribute to strife and violence within the community.

5. Compare the marketing concept with the societal marketing concept. Do you think marketers should adopt the societal marketing concept? What arguments can you suggest against the practice of societal marketing? In which industries does the immediate adoption of the societal marketing concept appear to be necessary?

Answer - The marketing concept states that the objective of the company should be to find and fill 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 which takes into account the customer's and society’s long-run well-being. Clearly, on the surface, the societal marketing concept appears reasonable and desirable, and companies should adopt it. However, marketers might not be experts on acting in the public's interest and may not foresee all the consequences of “socially desirable” marketing actions. For example, when a soup manufacturer reduces the product's salt content, consumers might add salt to the soup and end up consuming more salt than the soup contained initially.

The answer to the question regarding which industries should adopt the societal marketing concept is quite complex. However, in view of the rapid ecological deterioration of the world's environment, there is probably no service or manufacturing company, which can afford to completely ignore the societal marketing concept.

EXERCISES
1.
Select a product you bought that has features which you never used. Which one of the business orientations discussed in the text has guided the development of this product? Explain.

Answer - This part of the exercise is designed to illustrate that some companies follow the product orientation. Students are likely to mention features which they never used in their VCRs, cars, and stereo equipment. The instructor should ask students to explain why they bought products with features which they do not use, challenge them to speculate why manufacturers included the unused features in their offerings, and use the students' examples to illustrate "marketing myopia."

2.
Select a product, brand, or service which you bought or used because it was particularly suitable for your needs. Would you say that the development of this product or service was guided by the marketing concept? If so, how?

Answer - This part of the exercise is designed to illustrate that many companies follow the marketing concept in designing their products. The instructor should use the exercise to illustrate the difference between product orientation and the marketing concept. An interesting discussion may develop if one student mentions a product feature which 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.

3.
Find an advertisement for a new product. Identify the psychological, sociological and cultural factors which influence consumers' decisions regarding the purchase of this product. In your opinion, will this product succeed or fail in the marketplace? Explain your answer.

Answer - The instructor should use this exercise to illustrate how an understanding of psychological, sociological and cultural factors enables marketers to design products which are likely to succeed while ignoring or misunderstanding these factors will result in failed products. See "Flops - Too Many New Products Fail," Business Week, August 16, 1993, for current examples of products which failed.

4.
Give an example of what you believe to be an unethical marketing practice. How can this practice be stopped through government regulation? Can the company develop codes to stop this practice? If so, how?

Use this exercise to illustrate that both marketers (Table 1-1) and consumers (Table 1-2) often engage in unethical practices. Also, the instructor may ask students to describe additional unethical consumer practices (in response, students often mention unethical practices that their friends, not they themselves, engaged in) and challenge students to explain how those engaging in such practices may justify their actions.
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