LINDELL'S LECTURE NOTES

PART 3

CONSUMER ANALYSIS: UNDERSTANDING AND RESPONDING TO DIVERSITY IN THE MARKETPLACE

In Part 3, we see why consumer analysis is so essential and discuss

consumer characteristics, needs, profiles, and decision making-and how

firms can devise marketing plans responsive to today's diverse global

marketplace.

Chapter 8 Final Consumers This chapter is devoted to final consumer

demographics, lifestyles, and decision making. We examine several specific

demographics (objective and quantifiable characteristics that describe the

population)-for the United States and other countries around the globe. By

studying final consumer lifestyles and decision making, we can learn about

why and how consumers act as they do. Lifestyles encompass various social

and psychological factors, many of which we note here. The decision process

involves the steps as consumers move from stimulus to purchase or

nonpurchase.

Chapter 9 Organizational Consumers Here, we focus on organizational

consumers purchasing goods and services for further production, use in

operations, or resale to other consumers. We look at how they differ from

final consumers and at their individual characteristics, buying goals,

buying structure, constraints on purchases, and decision process.

Chapter 10 Developing a Target Market Strategy We are now ready to discuss

how to plan a target market strategy. Consumer-demand patterns and

segmentation bases are examined; and undifferentiated marketing,

concentrated marketing, and differentiated marketing are explained and

contrasted. The requirements for successful segmentation and the importance

of positioning are also considered. We conclude with a discussion of sales

forecasting.
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CHAPTER 8

FINAL CONSUMERS

CHAPTER OBJECTIVES AND SUMMARY

1.
To show the importance and scope of consumer analysis  By analyzing

consumers, a firm is better able to determine the most appropriate audience

to which to appeal and the combination of marketing factors that will

satisfy this audience. This is a critical task given the diversity in

today's global marketplace. The scope of consumer analysis includes who,

what, why, how, when, where, and how often. Chapter 8 examines final

consumers, while Chapters 9 and 10 cover organizational consumers,

developing a target market strategy, and sales forecasting. We will cover

chapter 10 before chapter 9.

2.
To define and enumerate important consumer demographics for the

U.S. population and other countries  Consumer demographics are objective

and quantifiable population statistics. They include population size,

gender, and age; population location, housing, and mobility; population

income and expenditures; population occupations and education; population

marital status; and population ethnicity/race. Profiles can be derived.

The world has 6.15 billion people, rising by 1.2 percent annually. The U.S.

has 283 million people, increasing by less than one percent each year. In

many nations, a large proportion of births involves firstborns. Worldwide,

the number of men and women is roughly equal. However, women generally live

longer than men; and the average age of populations in industrialized

nations is higher than in less developed and developing countries.

The level of urbanization does vary by country, with more than

three-quarters of the U.S. population living in urban and suburban areas.

In many countries, the majority of people own the home in which they live.

Each year, millions of people emigrate from one country to another and

hundreds of millions move within their countries.

The 2000 U.S. median household income was between $41,000 and $42,000. Many

nations measure their cost of living and rate of inflation via a consumer

price index. There are differences in consumption patterns between people

in industrialized nations and ones in less developed and developing

countries. When assessing consumption patterns, the distinction between

disposable-income spending and discretionary-income expenditures should be

kept in mind.

In industrialized nations, the labor force is continuing its movement to

white-collar and service occupations; many more jobs in less-developed and

developing nations still entail manual work and are agriculture-based.

Throughout the world, women comprise a significant part of the labor force.

Unemployment varies widely among nations, based on economies and industry

shifts. Globally, education has improved in recent decades.

Marriage and family are strong institutions, although less dominant than

before for some nations. A family consists of relatives living together. A

household consists of a person or persons occupying a housing unit, related

or not. In many nations, both family and household size have declined, due

to the growth in single-person households and other factors.

Demographically, ethnicity/race is important as it pertains to the

diversity of people among and within nations. Most countries have

populations representing different ethnic and racial groups.

3.
To show why consumer demographic analysis is not sufficient in

planning marketing strategies These limitations of demographics are noted:

data may be obsolete; data may be unavailable for some nations; there may

be hidden trends or implications; and demographics do not explain the

factors affecting behavior, consumer decision making, and motivation.

Because demographic data do not answer such questions as why consumers act

as they do, why demographically similar consumers act differently, how

motives and risks affect decisions, and how long it takes people to reach

purchase decisions, many firms now analyze the social and psychological

aspects of final consumer lifestyles, as well as the way in which consumers

make decisions-in conjunction with demographics.

4.
To define and describe consumer lifestyles and their

characteristics, examine selected lifestyles, and consider the limitations

of lifestyle analysis  A final consumer's lifestyle is the way in which a

person lives and spends time and money. It is a function of the social and

psychological factors internalized by that person, along with his or her

demographic background. Consumer social profiles are made up of several

elements, including culture, social class, social performance, reference

groups, opinion leaders, the family life cycle, and time expenditures.

Psychological profiles are based on a combination of personality, attitudes

(opinions), the level of class consciousness, motivation, perceived risk,

innovativeness, and purchase importance.

Seven lifestyle types are expected to continue, with their popularity often

differing by country: family values, voluntary simplicity, getting by, the

"me" generation stresses, blurring gender roles, poverty of time, and

component lifestyles.

Many lifestyle concepts are hard to measure, rather subjective, based on

consumer self-reports, and sometimes hidden from view. There are disputes

over terms, misuse of data, and reliability.

5.
To define and describe the final consumer's decision process and

consider the limitations of final consumer decision-making analysis  The

decision process is the way by which people collect and analyze information

and make choices among alternatives. It consists of the process itself and

the factors affecting it (demographic, social, and psychological). It can

be delayed or terminated by a consumer at any point.

The process has six steps: stimulus, problem awareness, information search,

evaluation of alternatives, purchase, and post-purchase behavior. There are

three types of process: extended, limited, and routine. The way people make

decisions varies widely between industrialized nations and less-developed

and developing nations. Consumers often reduce shopping time, thought, and

risk via low-involvement purchasing and brand loyalty.

The limitations of the decision process for marketers lie in the

unexpressed nature of many parts of the process; the subconscious nature of

many consumer actions; the impact of demographic, social, and psychological

factors; and the intercountry differences in consumer decision making.

8-2    DEMOGRAPHICS DEFINED AND ENUMERATED

A.
Consumer demographics are objective and quantifiable population

characteristics. They are easy to identify, collect, measure, and analyze.

B.
In combination, demographics can be used to develop consumer

demographic profiles that may pinpoint opportunities and potential

problems. See Figure 8-2.

8-2a    POPULATION SIZE, GENDER, AND AGE

8-2b    LOCATION, HOUSING, AND MOBILITY

A..
About 15 to 20 percent of the population moves each year. Mobility

includes local, statewide, regional, and foreign forms.

8-2c    INCOME AND EXPENDITURES

A.
Consumer income and expenditure patterns are important demographic

characteristics. B.
In 2000, the U.S. median household income was

between $41,000 and $42,000. The mean income for the top one-fifth of

households was $130,000; for the bottom fifth, it was $18,000. And 12

percent of all households were at the poverty level.

B.
In terms of purchasing power, U.S. median household income has

risen by only $5,000 since 1973.

E.
A higher cost of living is the result of the slowdown of real

income growth in the United States. A cost of living is the total amount

consumers pay annually for goods and services.

8-2d    OCCUPATIONS AND EDUCATION

A.
The work force in industrialized countries is still moving to

white-collar and service jobs.

B.
The total available civilian labor force in the United States is

136 million people.

8-2e    MARITAL STATUS

A.
About 2.3 million couples get married each year. Currently, only 53

percent of adults are married-down from 76 percent in 1960.

B.
.
A household is a housing unit with one or more people,

related or unrelated. In many nations, average household size has been

dropping. (The U.S. average has gone from 3.3 in 1960 to 2.7 today.) Just

over one-quarter of all U.S. households are now one-person units, while

family households represent nearly 70 percent of all households.

8-2f    ETHNICITY/RACE (SUBCULTURE)- SEE LINDELL'S EXAMPLES

A.
Ethnicity/race should be studied to determine the existence of

diversity among and within nations in terms of language and country of

origin or race.

B.
Worldwide, there are over 200 different languages spoken by at

least one million people each.

C.
Even within countries, there is often diversity in the population

with regard to the languages spoken.

D.

In the United States, the population is comprised of people

from virtually every ethnic and racial group in the world. "Hispanic" is

used by the Bureau as an ethnic term, with people of any race. Please

review Lindell's example used in class.

E.
The 2000 population was 71 percent White, 12.3 percent

Black/African-American, 3.7 percent Asian/Native Hawaiian/Other Pacific

Islander, and 0.9 percent American Indian/Alaska Native, with 5.6 percent

defined as "Other Race" and 2.4 percent calling themselves multiracial.

Hispanics comprised 12.5 percent of the population.

F.
In the future, the U.S. population will become even more diverse.

See Figure 8-5.

8-2g    USES OF DEMOGRAPHIC DATA

A.
After examining each of the demographics separately, a firm can

form demographic profiles to better focus its marketing efforts.

8-2h    LIMITATIONS OF DEMOGRAPHICS

A.
Demographic data may be dated.

B.
Data on several of the demographics may not be available in some

nations, especially less developed and developing ones.

C.
Summary data may be too broad and hide opportunities and risks in

small markets or specialized product categories.

D.
Demographic data do not consider psychological and social factors

affecting consumers.

E.
Demographics do not explain the decision process people use in

making purchases.

F.
Demographics do not explain why consumers make particular decisions.

8-3    CONSUMER LIFESTYLES

A.
Consumer lifestyles are formed by social and psychological

characteristics.

8-3a    SOCIAL CHARACTERISTICS OF CONSUMERS

A. The social profile of a final consumer is based on a combination of factors.

         See Figure 8-6.

B.
A culture is a group of people sharing a distinctive heritage.

Present-day American culture emphasizes achievement and success, activity,

efficiency and practicality, progress, material comfort, individualism,

freedom, external conformity, humanitarianism, youthfulness, and fitness

and health.

C.
Social class systems reflect a "status hierarchy by which groups

and individuals are classified on the basis of esteem and prestige." This

system ranks people in a culture on the basis of income, occupation,

education, and type of dwelling. Each social class may represent a distinct

target market. See Table 8-1.

D.
Social performance is how a person carries out his or her roles as

a worker, family member, citizen, and friend.

E.
A reference group is one that influences a person's thoughts or

actions. By pinpointing the reference groups that most influence consumers,

marketers can better target their strategies. Face-to-face groups have the

most influence.

F.
Opinion leaders (EARLY ADOPTERS) are people to whom other consumers

turn for advice and information via face-to-face communication. They are

expert about a product category, socially accepted, long-standing community

members, gregarious, active, trusted, and tend to seek approval from

others. They have an impact over a narrow range of products, and tend to be

perceived as more credible than company-sponsored information.

G.
The family life cycle describes how a family evolves from

bachelorhood to solitary retirement. At each stage, needs, experience,

income, family composition, and the use of joint decision making change.

Joint decision making is the process whereby two or more people have input

into purchases. Table 8-2 shows the traditional family life cycle.

H.
The household life cycle incorporates the life stages of both

family and nonfamily households. There is a growing number of people who do

not follow the traditional family pattern. Table 8-3 shows the current

status of U.S. family and nonfamily households.

I.
Time expenditures involve the activities in which a person

participates and the time allocated to them.

8-3b    PSYCHOLOGICAL CHARACTERISTICS OF CONSUMERS

A.
The final consumer's psychological profile is shown in Figure 8-7.

8-3c    SELECTED CONSUMER LIFESTYLES

A. The marketing implications of distinct lifestyle categories are shown in

Table 8-4.

B. The family values lifestyle emphasizes marriage, children, and home life.

C.
Voluntary simplicity is a lifestyle in which people have an

ecological awareness, seek product durability, strive for self-reliance,

and buy simple products. Consumers with this lifestyle are more concerned

with a product's durability than its appearance and believe in conservation

of scarce resources.

D.
Getting by is a frugal lifestyle that is pursued by people because

of their economic circumstances. They seek product durability, strive for

self-reliance, and simple products. They follow this lifestyle because they

must. They are attracted to well-known products, do not try new products,

rarely go out, and take few vacations.

E.
The "me" generation stresses being good to oneself,

self-fulfillment, and self-expression. Consumers with this lifestyle stress

nutrition, exercise, and grooming. They are more concerned with a product's

appearance than its durability.

F.
Since many women work, more men are assuming the once-traditional

roles of their wives, and vice versa. This is known as blurring gender

roles. See Figure 8-8.

G.
The poverty-of-time concept states that for some consumers, the

quest for greater affluence results in less free time because the

alternatives competing for time expand. This leads to increased use of

timesaving goods and services such as the following:

1.
Convenience foods.

2.
Quick-oil-change services.

3.
Microwave ovens.

4.
Fast-food restaurants.

5.
Mail-order retailers.

6.
One-hour film processing.

7.
Professional lawn and household care.

H.
Component lifestyles are those in which consumers' attitudes and

behaviors depend on particular situations rather than an overall lifestyle

philosophy. Grasping component life-styles can be quite challenging for

firms.

8-3d    LIMITATIONS OF LIFE-STYLE ANALYSIS

8-4    THE FINAL CONSUMER'S DECISION PROCESS

A.
The final consumer's decision process is the way in which people

gather and assess information and make choices among alternative goods,

services, organizations, people, places, and ideas. It consists of the

process itself and factors affecting the process.

B.
The decision process consists of six basic stages (the next six

sections). Factors affecting the process are a consumer's demographic,

social, and psychological characteristics. See Figure 8-9.

1.
Sometimes, all six stages in the process are used; other times,

only a few steps are utilized.

2.
At any point in the process, it may be ended.

8-4a    STIMULUS

A.
A stimulus is a cue or drive meant to motivate a person to act.

B.
A stimulus can be any of the following:

1.
Social.

2.
Commercial.

3.
Noncommercial.

4.
Physical.

C.
A prospective consumer may be exposed to any or all of these types

of stimuli. If a person is sufficiently stimulated, he or she will go on to

the next step in the decision process.

8-4b    PROBLEM AWARENESS

A.
During problem awareness, the consumer recognizes that the good,

service, organization, person, place, or idea may solve a problem of

shortage or unfulfilled desire.

B.
Many consumers are hesitant to react to unfulfilled desires because

there are risks and the benefits may be hard to judge.

8-4c    INFORMATION SEARCH

A.
Information search involves listing alternatives that will solve

the problem at hand and a determination of the characteristics of each.

B.
Search can be internal and/or external.

C.
As risk increases, the amount of information sought also increases.

D.
Once the information search is completed, it must be determined

whether the shortage or unfulfilled desire can be satisfied by any

alternative.

E.
The Internet has become a major source for consumer shopping

information. Seven useful sources are provided.

8-4d    EVALUATION OF ALTERNATIVES

A.
The alternatives are evaluated on the basis of the consumer's

criteria and the relative importance of these criteria.

B.
They are then ranked and a choice made.

8-4e    PURCHASE

A.
The purchase act involves the exchange of money or a promise to pay

for a product, or support in return of ownership of a specific good, the

performance of a specific service, and so on.

B.
Purchase decisions remaining at this stage center on

1.
The place of purchase.
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A.
The purchase act involves the exchange of money or a promise to pay

for a product, or support in return of ownership of a specific good, the

performance of a specific service, and so on.

B.
Purchase decisions remaining at this stage center on

1.
The place of purchase.

2.
Terms.

3.
Availability.

C.
If the above elements are acceptable, a consumer will make a

purchase. See Figure 8-10.

8-4f    POST-PURCHASE BEHAVIOR

A.
Frequently, the consumer engages in post-purchase behavior.

1.
Buying one item may lead to the purchase of another.

2.
Re-evaluation of the purchase occurs when the consumer rates the

alternative selected against performance standards.

B.
COGNITIVE DISSONANCE is the decision process is used each time a

good or service is bought, often subconsciously.

B.
There are three ways in which the decision process may be used. See

Figure 8-11.

1.
Extended decision making occurs when a consumer makes full use of

the process. It is used for expensive, complex items with which the

consumer has little or no experience. Perceived risk is high and time

pressure is low.

2.
Limited decision making takes place when each step of the process

is used, but the consumer does not need to spend a great deal of time on

any of them. The consumer has some experience. The thoroughness with which

the process is used depends on the amount of experience, the importance of

the purchase, and time pressure.

3.
Routine decision making involves habitual behavior and skips steps

in the process. Regularly-purchased items are bought in this manner.

Information search, evaluation, and post-purchase behavior are normally

omitted.

C.
Several differences between consumers in industrialized nations and

those in less-developed and developing ones are cited by the text.

D.
With low-involvement purchasing, the consumer minimizes decision

making for those goods and services perceived to be socially and/or

psychologically unimportant. Table 8-5 compares the traditional

high-involvement view of consumer behavior with the newer low-involvement

view.

8-4i    MARKETING APPLICATIONS OF THE FINAL CONSUMER'S DECISION PROCESS

8-4j    LIMITATIONS OF THE FINAL CONSUMER'S DECISION PROCESS

