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1.
"The Marketing Strategist should recognize the potential interpretative contributions of different partial models for explaining buyer behaviour. Depending upon the product, different variables and behavioural mechanisms may assume particular importance. A psychoanalytic behavioural model might throw much light on the factors operating in chocolate demand, while an economic behavioural model might be useful in explaining machine-tool purchasing." P. Kotler (slightly adapted).

(a)
Explain what is meant by a psychoanalytic behavioural model in the context of buying behaviour.

Generally, a model should help us to understand reality much better, since a model includes only particular matters of interest and, thus, leaves out unimportant aspects of real situations or objects being observed; it gives us an approximation to reality. The objective of the model itself can either be description or explanation or implication.

One such object of observation in marketing theories is buying behaviour of consumers. For obvious reasons, there are difficulties to predict or model buying behaviour. People are different, i.e. they have different needs leading to different wants and they have different possibilities to satisfy these needs. Thus, a marketer must get some insight in the driving forces creating needs and wants so that he can chose marketing strategies that address the people he wants to be addressed. One concept of explaining buying behaviour is a psychoanalytic approach trying to model a human being´s (or buyer´s) psyche. This is normally considered to be the "black box" in the process of buying where the consumer responds to certain stimuli (e.g. prices, quality, availability, options, ...). A well known model trying to analyse the psychoanalytical aspects of buying behaviour – the Freudian Psychoanalytic Model – refers to concepts of Sigmund Freud who stated that the man’s psyche consisted of three parts all contributing – consciously or unconsciously – to the decision of how to satisfy one´s needs.

(b) Explain what is meant by an economic behavioural model such as the Marshallian model in the context of buying behaviour.

The difference to the above given definition of a psychoanalytic behavioural model is that an economic behavioural model stresses another aspect of buying behaviour, i.e. buying behaviour is viewed from another angle. Here, economic aspects are considered to be the driving force of consumer´s decision making process before purchasing. The core statement of the model is consumer´s making their decision by taking into account both relative prices of goods or services and tastes. The combination of both which contributes most to the satisfaction of the consumer is considered to be the best. The consumer is modelled as a utility-maximising individual. The Marshallian Economic Model – named after Alfred Marshall who developed much of the theory on the economic man – puts rational choice according to relative prices in the center of consideration. The waek side of the model is its one-sidedness. For instance, the economic man is assumed to act in an environment of perfect competition. That causes implications about sales depending on prices and income that do not necessarily apply. In fact, consumers rather satisfize than optimize, since their monetary possibilities, availability of information and felt shortcomings often must lead to compromises or even uneconomic behaviour.

(c) Discuss how the psychoanalytic behavioural model might throw light on the factors operating in chocolate demand.

Bearing in mind that the psychoanalytic concepts of Freud are concerned with the elimination of pain and guilt, we should initially mention the quantities which influence chocolate demand, i.e. demand for short-life consumer products. Here, we can list price, quality, availability, image and experience. Factors like pre-sales councel, extra-options and after-sales service do not apply in this case since we rather deal with goods that are bought very frequently without paying to much attention to selection than with long-life consumer products.

As we have rendered in question (a), the psychoanalytic model tries to clarify the decision process while analysing the psyche of the buyer. Thus, we need to analyse what the psychoanalytic impact of the above mentioned factors may be.

In that case, price might not be viewed from an economic standpoint as a basis for a rational decision but rather from a standpoint having some influence on the buyer´s feelings about his or her status. Three effects should be named at this point:

Veblen effect: Prices are rising but, nevertheless, at a certain point of time, consumers tend to buy more again rather than less in order to increase their social status by showing that they can afford to buy expensive goods. That applies to high priced chocolate subject to continuously inclining prices.

SNOB effect: Show No Ordinary Behaviour effect; That is similar to the Veblen effect. Here, consumers tend to buy less although prices are decreasing again, in order to show that they belong to a social upper class where people do not need to buy cheap products. That would explain why sales of low-priced chocolate do not increase infinitely when prices decline even more.

A sort of "short-supply effect": Although prices increase, buyers are going to purchase more products, believing that high prices indicate high quality. That might explain sales figures of a staticly high-priced chocolate.

Quality is also our next factor to be discussed. From a psychoanalytic point of view, quality does not have as great an impact on buying behaviour as, for example, the image of a product. Thus, a very well known but high-priced chocolate of the same quality like a no-name low-priced chocolate, might effect similar sales figures. No implication is made that quality does not play any role in the buying process. It is a prerequisite for a product to become well known and frequently bought by consumers. In this context, experience plays a major role since it enhances the learning process. Nevertheless, viewed from an economic angle that does not seem to be very sensible.

Availability in connection with avoiding pain and guilt is worth consideration since, in case of non-availability of a product (e.g. chocolate) the buyer might change to another buying outlet instead of buying a (close) substitute in the same outlet. Pain or guilt do not necessarily have to be caused by the product itself but may be caused by the fact that a good cannot be given to the final consumer (e.g. a mother is going to buy chocolate for her children).

As a result, we can see that psychoanalytic concepts affect buying situations but that it is a narrow look at the problem. This one-sidedness is not a problem because the intention of a model is to emphasize some certain parts of reality and to give some explanation of it.

(d) Discuss how the Marshallian Model might be useful in explaining machine-tool purchasing.

This question suggests that an economic behavioural model applies to organizational buyers. It has to be considered that buyers within an organization are employees which are paid for buying products and services for their organization ranging from investment goods to material. Thus, we should assume these buyers to be economically rational when deciding about a purchase. In fact, this is not always true. We will come up with this issue in the next question.

Since we are dealing with an organizational buyer it might be useful not only to refer to the Marshallian Economic Model but also to the Hobbesian Organizational-factors Model. Therefore, the factors determining a purchase of an investment good like the above mentioned machine-tool are: price, quality, lifetime, capacity, pre-sales advice, maintenance costs, after-sales service. Both price and lifetime depend on the technology used.

Now, the economic model considers the buyer to calculate marginal costs and marginal utility, to compare both and to buy the product if marginal utilitiy is greater than or equal to marginal costs. This simple economic calculation gives a quantity of the product which should maximize gains. Within the calculation, marginal costs consist of the price of the good, the reliability of the machine and the maintenance costs during its lifetime. Against that, we have to put the capacity which the machine can reach over its lifetime and the quality of the goods which shall be produced by the machine. We may also take into account the product lifecycle of the product which shall be produced with the machine. Is it a new product promising constantly growing sales or are sales already depreciating? Now, after having included all the economic factors of the purchase into the calculation, the buyer should be able to make a rational decision. But what we did not yet look at is the fact that in organizational buying situations goods and services offered to the buyer are likely to be very similar, above all, if there are only few suppliers. Actually, a problem emerges from this: which will now be the factors determining the decision of the buyer? Here, several models have been developed including not only economic factors but also individual preferances of the decision maker. One of them will be discussed in the next section.

(e) Other models have been suggested as throwing light on buying behaviour. Describe briefly one which might be used in explaining chocolate demand and one which might be helpful in explaining machine-tool purchasing.

In this section we are going to present further two models: one giving support in explaining private consumer purchases ("Decision-process model") and one helping with the explanation of organizational buying behaviour ("Webster-Wind model").

1. Decision-process model

This model tries to give a deeper insight into private consumer´s buying behaviour. It is based upon the decision process a potential buyer runs trough before buying a product. The model exists in various forms (e.g. Engel, Kollat and Blackwell developed one form); we will refer to the model evolved by P. Kotler. The different steps which, according to Kotler, a buyer takes (consciously or unconsciously) before purchasing are as follows:


felt need

pre-purchase activity

purchase decision

use beha-viour

post-purchase feelings

The "felt need" is the starting point in this process chain. Some certain drives (e.g. the strong wish to eat something sweet) make the potential buyer feel a lack of something. The search for satisfaction of this lack results in the definition of an end-goal (buy something sweet). The end-goal may be reached by a positive (purchase of a certain product, for example chocolate, cakes, etc.) or negative (avoidance of a certain product, for instance candy) behaviour. During the pre-purchase activitiy the potantial buyer makes an initial selection of products which are consisdered to be good at satisfying the aroused need. Depending on the lifetime and value of the product this search will be more or less extensive. We generally distinguish between high- and low-involvement products.Bearing in mind that we are dealing with chocolate demand, this phase will be rather short. The potential buyer takes into account (most probably unconsciously) some different sorts of chocolate which may give a similar level of satisfaction (utility). In the purchase decision-phase the buyer decides for one of these possible products. The final choice is based upon experience, brand loyalty, price, availability, quality and risk acceptance. These preferences form the so called evoked set of accepted products. All these criteria are valued by their importance which allows the buyer to distinguish in cardinal or ordinal terms between different products. The phase called "use behaviour" is not actively determined by the purchaser but rather by the marketer who observes buying behaviour and who tries to get some insight into the buyer´s decision process. This empirical data and statistics may help the marketer to make implications about the purchase decision regarding some special input factors of the purchase environment. In our case, the purchases of sweets might be observed and buyers will be asked why they have bought that particular sort of sweets or especially chocolate or why did not buy chocolate but a substitute. Post-purchase activities are "extras" which are connected with the product and which should give the buyer another reason why to buy that product and not the same product from another producer or a substitute. In fact, after-sales service reduces risk. The purchaser can concentrate on other factors determining his or her decision.

As can be seen from the little figure above, we are dealing with a linear model comprised of subsequent phases, any phase depending on its predecessor. On the one hand, that simplifies the application of the model and makes it comprehensible to the user. But on the other hand, it might not take into account all factors influencing the purchase decision and some certain dependencies might not be shown.

Therefore, some "multi-variable models" have been developed to give a closer explanation of buying behaviour (e.g. Howard-Ostlund Model, Nicosia Model, etc.). To my mind, these models just give a more detailed look at the decision process. Influences that have an effect on the purchaser are regarded much more detailed and the possibility exists that the same influence can occur at several stages in the process. I am not quite sure that the outcome, may it be descriptive or normative, will be very different from the outcome obtaining from the above described linear model. The question is: does the additional utility (more exact results) justify the additional expenditure (time, money)? You always have to consider this when employing a model to explain reality.

2. Webster-Wind Model

Now, a model is going to be described that can be used to explain organizational buying behaviour, e.g. machine-tool purchasing. We have chosen the Webster-Wind Model. It partitiones the buying process into several processes where every process determines the subsequent one. Here, the organization is regarded as a group of people who have to make a decision as a group but, also, as individuals. These processes of decision-making are determined by environmental and organizational factors. The environmental factors comprise, for example, technology, politics, law, culture but also the closer environment of the organization like suppliers, demanders, concurrence, etc. These factors define the organizational factors like technology used or needed, structure, objectives, tasks and members of the group involved in the buying process. This process then consists of task-related and non-task-related emotions and interpersonal relationships. According to the model, this process determines individual decision processes. In my opinion, group decision process and individual decision process should be rather considered as parallel actions since members of a group interact as individuals which causes them to think and act as both a member of the group and an individual. The final buying process is then rendered as the mixture of individual and group decision.

The additional prblem of organizational buying behaviour – group processes – is taken into account but, it is not clearly depicted how individuals get information and the work with it. The model just mentiones the sources of information and problems but does not suggets how to solve the problems. It is more like giving the objective function and the applying constraints without making a proposal about the outcome. The model might be most effectful if it is used to determine an optimal or, at least, satisfying combination of people forming the buying team.

At this point of the work, I would like to note something about the tasks of the assessment itself, which came into my mind while trying to answer the questions. I think that the first part of question no. 1 rather refers to concepts than to models. To my mind, a marketing model of buying behaviour consists of various concepts which supplement each other and of some underlying idea about future behaviour of purchasers. Concepts, on the other hand, point out one object of investigation without necessarily giving a projection about the future behaviour of buyers. Furthermore, it seems to be rather one-sided than complex. As an example we may employ the Webster-Wind Model. It makes use of both the economic man concept when pointing out the economic environment and the psychoanalytic concept when presenting the interdependency of individual and group behaviour. This should only be viewd as amendment to the first question and not more.

2.
(a)
Define in the context of advertising the terms reach, frequency, impact, total number of exposures (also called gross rating points) and weighted number of exposures and show how they are related by simple mathematical expressions. (Answer mainly from Lilien, Kotler, Moorthy: Marketing Models, pp. 307-318)

With reach (R) we mean the number of different people that is reached, at least once in a given period, by a media schedule. It is presented as an percentage value given by the relation of reached persons to persons having been exposed to the advertisement. The frequency (F) then gives us the number of times an average person is exposed to the same advertisement. The impact (I) is not a quantitative but rather a qualitative figure, trying to evaluate the quality of an exposure of a certain medium. Now, we can already guess what the total number (E) and weighted number (WE) of exposures will be like. The total number of exposures (E) (= Gross Rating Points GRP) is defined as the result of reach times frequency:

E = R * F

The weighted number of exposures includes the impact into the calculation:

WE = R * F * I

(b) Explain how these terms can be of assistance in planning an advertising schedule.

When a marketer is going to plan an advertising schedule, he or she will most probably try to maximize a certain objective function, e.g. the weighted number of exposures, subject to one or more constraints, as for example the availbale budget for the advertisements. Now, if the marketer knows about the variables reach, frequency and impact of some media alternatives and if the different costs of each of these alternatives are available, then he or she can calculate the optimal value of each alternative subject to costs. The decision will then be based upon the different optimal values. The problems arising from this method are the following:

Costs can be easily obtained from suppliers of advertising media, but they are assumed to stay constant and being independent from the number of insertions, i.e. discounts. Reach, frequency and, above all, impact are even much more difficult to estimate. Reach depends on the medium used and frequency certainly depends on how often the advertisement is repeated but also on the expiry date of the medium, i.e. do I insert once into a monthly or a weekly magazine. Impact may be influenced by other advertisements from competitors in the same medium.

Furthermore, the method described above to obtain a solution, i.e. linear programming, is a linear method, suggesting that the a.m. variables do not influence each other. But it can be assumed that impact influences frequency, for example.

(c) Consider the information in the attached newspaper article. Comment on the implications of this information for decisions on where to place advertising material relating to

(i) a breakfast cereal and 

(ii) a new company offering exotic (and relatively expensive) package holidays.

What other information would you find useful in deciding where to place any adverts for these two products.

This article deals with market shares of three different TV programmes during the morning hours of a day. In order to compare shares, the reach figures of each programme for an average week for the years 1992 and 1993 are given. A person is considered to have been "reached" if it has viewed a programme for at least three minutes in a row per week. According to this information, we would going to make a decision in favour of GMTV (in 1992: TV-am) from ITV. But obviously that would be a very short-sighted decision, since we do not know anything about frequency figures or about the impact values of any of these programmes. Only some slight ideas are given in the text. So, the competiton effect evoked by Channel 4‘s „Big Breakfast“ is immense, which may allow for some implication about the impact of Channel 4. That view is supported by the peak-time reach figures presented in the article. Here, differences between the three programmes are much smaller than in the case of total reach figures. Unfortunately, we cannot make any implication about frequency quantities.

But we still have to distinguish between the adverts for the holiday package and for the cereal. Since the expensive vacation offer evidently causes a more expensive advertisement (time needed to present the advantages of the product), the marketer has to make sure that many people at once pay attention to the ad, i.e. the marketer will be intersted in high reach figures in order to compensate for low frequency. As a result, the wieghted number of exposures can still be satisfying – depending on the impact. In the case of a low cost breakfast cereal ad the marketer shall be interested in high frequency figures rather than high reach figures. Thus, the weigthed number of exposures – again depending on the impact of the programme – can be satisfying, as well. But we should bear in mind that not only the absolute figures but also their development is important. And here, referring to the peak-times, Channel 4 evidently outweighs its competitors. So, the holiday package should be presented on Channel 4 during the peak time, whereas the cereal ad should be put on either GMTV or Breakfast News, since they do not differ very strongly from each other, when it comes to absolute reach figures.

But I would like to add some more aspects concerning this decision, which  will be a little bit beyonf the scope of the question.

In order to find out where to place an advertisement either about a breakfast cereal or about an expensive holiday offer, we, first, should examine who is going to decide on the purchase. Then, we have to compare our findings with who is watching the early morning TV programmes. A breakfast cereal will most probably be bought by the houshold keeping person. That does not necessarily have to be a woman. We also have to take into account single households or households being kept by a person being paid for it. Furthermore, people are much more alert to breakfast cereals in the morning because they are concerned with it at that time. Another point worth mentioning is breakfast cereals are bought repeatedly contrary to a luxury holiday package. Thus, the holiday package may better be advertised before certain vacation times during the year. And we have to bear in mind that the holiday package promises some extravagancy whereas a breakfast cereal is a quite common thing nearly everybody can achieve to buy, at least sometimes. A point which may already have come through is: why is a holiday being bought and why is a breakfast cereal. Both are products which should satisfy our needs but the underlying needs arouse at different stages according to Maslow’s pyramid of needs. A breakfast cereal should satisfy the felt need of eating something, whereas a holiday should satisfy the felt need of relaxation ,which first will arouse when the lacks of hunger, sleep and sex – the basic needs – have been satisfied.

Now, let us consider what the information in the newspaper article are. Mainly, reach figures of different TV programmes are presented. But what can be implied from it? We can see that, at first sight, the enumerated reach has grown from 25.8 million to 28.9 million persons. But in fact, we do not know if that is the effect of more people switching between the programmes or if actually more „new“ people watch the programmes. In the first case, reach would not really have increased but rather would have frequency.

We can already see from this short criticism that much more than some figures indicating "reach" are needed to give a profound implication about where to place an advertisement.
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