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Industrial buying behaviour, CRM and consumer
protection.

Unitl: Introduction to Consumer Behavior

Consumer behavior is the study of how individuals, groups, or organizations select, purchase,
use, and dispose of goods, services, ideas, or experiences to satisfy their needs and desires. It
involves understanding the underlying psychological, social, and emotional factors that
influence buying decisions.

Key Concepts in Consumer Behavior:

Consumers: Any individual who makes purchasing decisions to satisfy needs.
Behaviour: The way consumers act when purchasing goods or services.
Decision-Making: The process consumers go through when selecting products or services.

2. Concept of Consumer Behavior

Consumer behavior is central to marketing because understanding how consumers make
decisions helps companies design better products, marketing strategies, and advertising
messages. The key concept of consumer behavior is that individuals or groups do not make
decisions in isolation. They are influenced by personal, psychological, social, and cultural
factors.

Main Areas of Consumer Behavior:

« Psychological Factors: Includes motivation, perception, learning, and attitudes.

« Social Factors: Includes influences from family, friends, peer groups, and social
status.

e Cultural Factors: Includes influences from culture, subculture, and social class.

« Personal Factors: Includes factors like age, occupation, lifestyle, and personality.

Why is Consumer Behavior Important?
e Helps in identifying customer needs.
« Aids in designing targeted marketing strategies.
e Helps businesses to understand how to influence customer purchasing behavior and
loyalty.

3. Scope of Consumer Behavior
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The scope of consumer behavior extends to the various factors influencing the decisions and
actions of consumers. This includes a wide range of social, psychological, personal, and
cultural elements that determine consumer choices.

Key Areas of Consumer Behavior:

o Psychological Factors: These are internal factors that affect how a consumer makes
decisions, including:
Motivation: The internal drive to satisfy needs.
o Perception: How a consumer views or interprets information.
o Learning: Changes in behavior that arise from past experiences.
o Attitudes: A consumer’s evaluation of a product, which can affect future
purchases.
« Social Factors:
o Family Influence: Families often play a key role in influencing decisions.
o Reference Groups: Groups that influence an individual’s behavior, such as
friends, colleagues, or celebrities.
o Social Class: The grouping of people based on economic status and lifestyle,
which can impact their purchasing decisions.
e Cultural Factors:
o Culture: Refers to shared beliefs, values, and practices in a society.
Consumers from different cultures may behave differently.
o Subcultures: Groups within a culture that share distinct values or behaviors
(e.g., youth culture, ethnic subcultures).
o Social Class: A division of people based on socio-economic status, which
affects their buying choices.
e Personal Factors:
o Age and Life Cycle: A consumer’s buying behavior is influenced by their
stage in life (e.g., young, middle-aged, senior).
o Occupation: A person’s job or career influences the types of products they
buy.
o Lifestyle: A person’s daily activities, interests, and opinions can greatly
influence purchasing decisions.

o

4. Applications of Consumer Behavior
Understanding consumer behavior is not just for academic purposes; it has significant
applications in real-world marketing. By studying consumer behavior, businesses can tailor
their marketing strategies to better meet the needs and preferences of their target audiences.
How Consumer Behavior is Applied in Marketing:

o Market Segmentation: Businesses use consumer behavior insights to divide the

market into segments of consumers who have similar needs or preferences (e.g.,
young professionals, eco-conscious consumers).
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o Targeting: Once market segments are identified, companies can choose the right
target group to focus their marketing efforts on.

« Positioning: Understanding how consumers perceive different products helps
marketers position their products effectively in the market.

e Advertising: Knowledge of consumer attitudes, perceptions, and emotions helps
marketers design ads that resonate with consumers.

e Product Development: Insights into consumer behavior inform product design,
ensuring that products meet the needs and preferences of the target market.

5. Information Search Process

The information search process is an essential part of the consumer decision-making process.
It refers to the steps that consumers take to gather information about a product or service
before making a purchase decision.

Stages of the Information Search Process:

1. Internal Search: The consumer recalls information from memory, such as prior
experiences with the product or brand.
o Example: A consumer may remember using a particular brand of soap in the
past and recall that they liked it.
2. External Search: If internal search doesn’t provide enough information, the
consumer looks for external sources of information.
o Example: The consumer might ask friends for recommendations, read online
reviews, or visit stores to check out different brands.

Factors Influencing the Information Search Process:

o Perceived Risk: The higher the perceived risk, the more likely consumers are to
search for more information. Risk can be physical, financial, or psychological.

e Product Involvement: If a product is highly involved or important (e.g., a car or
house), consumers will search more extensively for information.

e Cost and Time: Consumers weigh the time and effort required to search for
information against the potential benefits.

6. Evaluative Criteria and Decision Rules

Evaluative criteria are the factors or attributes that consumers consider when evaluating a
product. These can include price, quality, brand, style, or features.

Decision-Making Process:
o Evaluative Criteria: Consumers compare products based on several factors. For
example, when buying a smartphone, evaluative criteria might include:

o Price
o Brand reputation
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o Battery life
o Camera quality
o Design and features
o Decision Rules: The rules or methods that consumers use to compare and select from
among the alternatives.
o Compensatory Decision Rule: A product that has a low score on one attribute
can still be chosen if it has a high score on another attribute.

Example: A smartphone with a higher price may be chosen if it offers better features like
camera quality or battery life.

o Non-compensatory Decision Rule: Consumers do not trade off attributes. If a
product doesn’t meet the consumer’s standards on any one criterion, they
won’t consider it.

= Example: A consumer may refuse to buy a smartphone if it doesn’t
meet their minimum requirements for screen size, regardless of price
or other features.

7. Building Customer Satisfaction

Customer satisfaction is a key element in consumer behavior because satisfied customers are
more likely to repeat purchases, recommend the product, and become loyal customers.

Key Elements in Building Customer Satisfaction:

e Quality of Product: A high-quality product that meets or exceeds customer
expectations leads to satisfaction.

o Customer Service: A helpful, responsive customer service team can enhance the
overall experience and increase satisfaction.

e Post-Purchase Support: Follow-up services such as warranties, easy returns, and
customer feedback mechanisms make customers feel valued.

e Price-Value Relationship: The perceived value of a product compared to its price. If
consumers feel that they get more value than they pay for, satisfaction is high.

The Importance of Customer Satisfaction:

o Repeat Business: Satisfied customers are more likely to make repeat purchases,
leading to higher customer lifetime value (CLV).

« Word-of-Mouth: Happy customers often share their positive experiences with others,
acting as advocates for the brand.

o Brand Loyalty: Satisfied customers are more likely to develop loyalty to a brand,
making them less likely to switch to competitors.

o Reduced Marketing Costs: Loyal customers often require less aggressive marketing
efforts because they already trust the brand.
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UNIT 2: Consumer Decision Making Process and Views of Consumer Decision Making

1. Consumer Decision Making Process

The consumer decision-making process refers to the stages a consumer goes through when
choosing a product or service. This process can range from a quick, impulsive decision to a
more deliberate, extensive one, depending on factors such as the type of purchase, the level of
involvement, and the perceived risk.

Stages in the Consumer Decision Making Process:

1. Problem Recognition:

o The decision-making process begins when the consumer recognizes a problem
or need. This can arise from a stimulus such as a need for food, clothing,
entertainment, or a specific product or service.

o Example: A person might realize they need a new laptop because their old one
is slow and outdated.

2. Information Search:
o Once aneed is recognized, consumers search for information to solve the
problem. This information can come from various sources:
= Internal Search: Using personal experience or memories (e.g.,
recalling the last time they bought a laptop).
= External Search: Seeking information from external sources like
friends, family, reviews, advertisements, or online searches.

o The amount of information searched depends on the importance of the
purchase, perceived risk, and the consumer’s previous knowledge about the
product.

3. Evaluation of Alternatives:

o After gathering information, consumers evaluate the alternatives. They use
various criteria (such as price, quality, features, and brand reputation) to
compare different products or brands.

o Consumers may use decision rules, which can be compensatory or non-
compensatory (discussed later) to decide the best product.

4. Purchase Decision:

o The consumer selects a product or service based on the evaluation of
alternatives. The actual purchase decision can still be influenced by factors
like promotions, peer pressure, or sudden changes in the consumer’s budget or
priorities.

o Example: A consumer might choose a laptop based on the features, but if a
discount is available or a trusted friend recommends another brand, the
decision may shift.

5. Post-Purchase Behavior:
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o After the purchase, consumers evaluate their decision. If the product meets or
exceeds expectations, the consumer feels satisfied, which may lead to repeat
purchases and brand loyalty.

o If the product doesn’t meet expectations, it can lead to dissatisfaction, returns,
or complaints. This stage is important because dissatisfied consumers can
spread negative word-of-mouth and impact brand reputation.

o Cognitive Dissonance (Post-purchase dissonance) may also occur, where
consumers feel uneasy about their purchase, especially if they compare it to
other alternatives.

2. Four Views of Consumer Decision Making

Consumers can approach decisions from various perspectives depending on their attitudes,
behavior, and involvement with the product. Four major views or models of consumer
decision making can help explain how people make purchasing choices:

(a) Economic Man

The Economic Man theory assumes that consumers are rational and logical decision-
makers who aim to maximize utility (benefits) while minimizing costs. This model is based
on the idea that consumers make purchasing decisions by comparing the costs and benefits of
different options.

Characteristics:

« Rational Decision Making: The consumer gathers all relevant information, evaluates
alternatives, and chooses the one that provides the greatest value or utility.

« Maximizing Utility: Consumers are expected to make decisions that offer them the
most satisfaction for the least cost.

o Optimizing Decisions: Every choice is a calculation to maximize benefit, with no
emotional influence.

Example: A consumer may choose a low-cost smartphone that offers the most useful features
compared to other options, regardless of brand loyalty or emotional preference.

Limitations:
o Simplistic Assumption: This model assumes that consumers always have complete

information and make decisions solely on logic, which is not always the case in real
life (e.g., impulse purchases or brand loyalty).
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(b) Passive Man

The Passive Man view suggests that consumers are reactive and influenced by external
stimuli. Unlike the Economic Man, the Passive Man is not a rational decision-maker. Instead,
they respond to external factors such as advertising, peer pressure, or emotional appeals.

Characteristics:

o External Influence: Passive Man is highly influenced by advertisements, product
placement, social norms, and emaotional appeals in marketing messages.

e Lack of Active Engagement: These consumers may not actively search for
information or evaluate alternatives thoroughly.

o Impulsive Decisions: They may buy products on impulse or based on social influence
rather than a logical evaluation.

Example: A consumer buys a new brand of soda after seeing a celebrity endorse it on TV,
without doing any prior research or considering alternatives.

Limitations:

e Limited Consumer Involvement: This view overlooks situations where consumers
actively seek information or engage in more thoughtful decision-making.

« Overemphasis on External Factors: It doesn't account for individual differences in
consumer behavior, such as personal preferences or prior knowledge.

(c) Emotional Man

The Emotional Man model focuses on emotions and feelings as the main driving forces
behind consumer decisions. According to this model, consumers make decisions based on
their emotional response to a product, service, or brand, rather than using logic or external
influences.

Characteristics:

e Emotion-Driven Decisions: The consumer’s emotional connection to a brand,
product, or experience is central to the decision-making process.

« Impulse Buying: Emotions such as excitement, desire, or nostalgia may prompt
spontaneous purchases.

e Brand Attachment: Consumers may feel a strong connection to a particular brand or
product, influencing their purchasing behavior.

Example: A consumer buys an expensive handbag because it makes them feel confident and
elegant, even though there are cheaper alternatives available.

Limitations:
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« Emotions Can Be Irrational: This model can lead to decisions that are not
necessarily in the consumer’s best interest, such as overspending or purchasing
products with little practical use.

o Lack of Objectivity: Emotional decision-making does not always align with practical
needs or long-term benefits.

(d) Cognitive Man

The Cognitive Man model emphasizes rationality, information processing, and logical
decision-making. According to this view, consumers make purchasing decisions by carefully
evaluating information and making reasoned choices based on their knowledge and
perceptions.

Characteristics:

o Information Search and Evaluation: Consumers actively search for information,
evaluate alternatives, and use logical reasoning to make decisions.

o Cognitive Bias: Even though the process is primarily rational, factors like cognitive
biases (e.g., confirmation bias) may still affect the decision-making process.

e Learning and Memory: Consumers remember past experiences and use that
information to guide future purchases.

Example: A consumer buys a new refrigerator after researching energy efficiency, brand
reputation, and reviews, carefully comparing different models to find the best option based on
performance and price.

Limitations:

o Complex and Time-Consuming: This model assumes that consumers always have
the time, motivation, and resources to engage in deep analysis and decision-making.

o May Overlook Emotional Factors: Cognitive Man’s approach can downplay the
influence of emotional or impulsive factors that often drive real-world consumer
behavior.

3. Decision Rules in Consumer Decision Making

In the decision-making process, consumers apply different decision rules to evaluate and
select alternatives. The two primary types of decision rules are:

o Compensatory Decision Rules: Consumers are willing to accept a trade-off. A

product’s weakness in one area (e.g., high price) can be compensated by its strength
in another area (e.g., superior features or quality).
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e Non-Compensatory Decision Rules: Consumers set strict criteria, and if a product
does not meet those criteria, it is excluded from consideration, regardless of how well
it performs in other areas. This is more rigid and doesn’t allow for trade-offs.
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UNIT 3: Consumer Motivation, Perception, and Cultural Influence

1. Consumer Motivation

Motivation refers to the internal drive that propels a consumer to take action to fulfill a need
or achieve a goal. Motivation plays a crucial role in consumer behavior because it influences
what products or services a person chooses to purchase and how they make these decisions.

« Motivation can be defined as the desire to satisfy unsatisfied needs. It is the force
that leads an individual to seek fulfillment, whether it’s a physical need like hunger or
a psychological need like self-esteem.
e Theories of Motivation:
o Maslow’s Hierarchy of Needs: Maslow proposed that human needs are
arranged in a hierarchy, from basic physiological needs to self-actualization:
1. Physiological Needs (basic needs like food, water, shelter)
2. Safety Needs (security, stability)
3. Social Needs (love, belonging)
4. Esteem Needs (recognition, respect)
5. Self-Actualization Needs (personal growth, creativity)

Implication for Consumer Behavior: Consumers must satisfy lower-level
needs before they move on to higher-level needs. Marketers design products
targeting the specific needs of consumers at different levels.

o Herzberg's Two-Factor Theory: This theory divides factors that motivate

consumers into two categories:
= Hygiene Factors: Basic necessities that prevent dissatisfaction (e.g.,
price, availability).
= Motivators: Factors that lead to satisfaction or motivate action (e.g.,
product features, quality).

Implication for Marketers: To attract consumers, companies need to ensure
hygiene factors are met and also offer motivating factors that enhance
satisfaction.

2. Needs and Goals in Consumer Motivation

Needs are essential for survival or personal fulfillment. They are the driving force behind
consumer behavior, creating a desire for goods and services that satisfy them.

e Types of Needs:
o Biogenic Needs: Physical or biological needs, like hunger and thirst.
o Psychogenic Needs: Psychological needs, like the desire for status, affection,
or social acceptance.
o Utilitarian Needs: Needs related to practicality and function, such as a
durable car or a reliable washing machine.
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o Hedonic Needs: Emotional or sensory needs, such as luxury, pleasure, and

excitement.
e Goals are the desired outcomes or end states that consumers aim to achieve to fulfill
their needs.

o Goal Setting: Consumers set goals based on their needs (e.g., to own a car for
convenience or social status).

o Goal-Directed Behavior: The actions taken by consumers to achieve their
goals, such as purchasing specific products.

Example: A consumer might have a physiological need for food (a biogenic need) but seeks
a luxury dining experience (a hedonic goal) for social satisfaction. This goal motivates them
to choose high-end restaurants.

3. Positive and Negative Motivation
Motivation can be broadly categorized into two types based on the direction of the goal:

«  Positive Motivation: Occurs when a consumer is motivated to achieve a goal or gain
a reward. This type of motivation is driven by the desire for positive outcomes such
as pleasure, success, or satisfaction.

o Example: A consumer buying a fitness tracker to track their health and
achieve a fitness goal.

o Marketers’ Approach: Advertisements and marketing strategies focusing on
benefits of a product, such as happiness, improved performance, or
convenience, appeal to consumers' positive motivations.

o Negative Motivation: Occurs when a consumer is motivated to avoid a negative
outcome or reduce a discomfort. This type of motivation is often driven by fear or
anxiety about potential loss, discomfort, or failure.

o Example: A consumer buys insurance to avoid the risk of financial loss.

o Marketers’ Approach: Marketing strategies focusing on risk avoidance,
such as safety features in cars or products that guarantee security, appeal to
consumers' desire to avoid negative outcomes.

4. Dynamic Nature of Motivation

Motivation is dynamic, meaning it changes over time, depending on personal circumstances,
life stages, and external factors. Consumer motivations can evolve based on various
influences, including:

« Life Cycle Changes: A person’s motivations shift as they move through different
stages of life. For example:
o Teenagers may be motivated by the desire for peer acceptance and status,
leading them to purchase fashion-oriented products.
o Adults may prioritize family needs, leading them to purchase more practical
items like homes, cars, and appliances.
o Elderly Consumers may focus on health-related products and services.
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e Social and Cultural Influences: Changes in society, such as new trends or
technological advances, can shift what motivates consumers.

o Example: The rise of environmental awareness has led to increased demand
for sustainable and eco-friendly products, motivating consumers to choose
brands with green initiatives.

o Emotional State: A consumer’s emotional state can influence their motivation at any
given time. If a person is stressed, they might be motivated to seek comfort food,
while someone feeling happy might be motivated to buy indulgent or luxury items.

e Seasonal and Environmental Factors: Changes in the environment, like the
weather, holidays, or events, can also influence consumer motivation. For example,
during the summer, people may be motivated to buy products related to outdoor
activities, while in winter, warm clothing or heating appliances become priorities.

5. Consumer Perception

Perception is the process by which consumers select, organize, and interpret information to
form an understanding of the world around them. It is influenced by individual experiences,
beliefs, and cultural factors, and it shapes how they perceive products, brands, and
advertisements.

o Perceptual Process: The process includes:

1. Exposure: The consumer’s first contact with a stimulus (e.g., seeing a product
on a shelf or in an ad).

2. Attention: The level of focus a consumer gives to the stimulus (e.g., the
consumer notices the ad or product).

3. Interpretation: The meaning the consumer assigns to the stimulus based on
personal experiences, attitudes, and prior knowledge.

o Selective Perception: Consumers often engage in selective perception, meaning they
focus on specific aspects of a product that align with their needs or beliefs while
ignoring other information.

o Example: A health-conscious consumer may focus on the low-calorie content
of a product while ignoring its high sugar content.

o Perceptual Distortions: Consumers may interpret the same information differently
based on their attitudes and biases. For instance, consumers may perceive two similar
products differently based on the brand or design, even if the actual product quality is
the same.

« Brand Perception: The way consumers perceive a brand can significantly influence
their purchasing decisions. Companies often try to shape positive perceptions through
branding strategies, such as logos, packaging, and advertising messages.

6. Conceptual Framework of Consumer Behavior
A conceptual framework in consumer behavior refers to a model or structure that explains

how various factors (like motivations, perceptions, attitudes, etc.) interact to influence
consumer behavior. This framework includes:
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1. Internal Influences:
o Motivation: Drives consumer decisions.
o Perception: How consumers interpret and understand product information.
o Learning: Past experiences that shape future behavior.
o Attitudes: Preconceived beliefs and evaluations of products.
2. External Influences:
o Culture: Shared beliefs, values, and customs of a group.
o Social Factors: Family, reference groups, and social class that influence
consumer behavior.
o Situational Factors: Specific circumstances that may affect decisions, such as
time constraints or promotions.
3. Behavioral Response: Ultimately, the consumer’s behavior results from the
interaction between internal and external factors. This behavior can be in the form of
purchasing, recommending, or sharing experiences about the product.

7. Cultural Influence on Consumer Behavior

Culture significantly impacts consumer behavior as it shapes an individual's values, attitudes,
and buying habits. It includes shared customs, beliefs, and practices passed down from one
generation to the next.

e Culture influences:
[ ]
o Consumer Needs: Cultural values shape what consumers need or want. For
example, in some cultures, family-oriented products are more popular, while
in others, individualistic or personal products are prioritized.

Consumer Preferences: Certain products may be more appealing in specific
cultural settings. For example, food preferences are strongly influenced by
cultural traditions.
@)
e Subculture: A subculture is a smaller group within a larger culture that shares distinct
beliefs or behaviors. Marketers often target specific subcultures with tailored
messages and products.

o Example: The youth culture might prefer trendy or tech-savvy products, while
older generations might prioritize functionality and ease of use.
O
e Cultural Change and Dynamism: Culture is not static. It changes over time due to
external influences like technology, globalization, and migration.

o Example: The rise of the environmental movement has shifted consumer

behavior towards sustainable products, such as electric cars and eco-friendly
packaging.
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UNIT 4: Consumer Attitude and Change, Personality, Self-Concept, and Diffusion of
Innovations

1. Consumer Attitudes and Change

Attitude refers to a consumer’s lasting evaluation of a product, brand, or service. It is a
mental state that influences how a person reacts to different products and services in the
marketplace. Attitudes are generally shaped by experiences, perceptions, beliefs, and
emotions.

Key Components of Attitudes:

1. Cognitive Component: The beliefs and knowledge a consumer has about a product.
o Example: "This smartphone has the best camera.”
2. Affective Component: The emotions or feelings a consumer has towards a product.
o Example: "I feel excited when | use this smartphone."
3. Behavioral Component: The actions or behaviors a consumer intends to take in
relation to a product.
o Example: "I am likely to buy this smartphone next time | need a new one."

Changing Consumer Attitudes: Changing consumer attitudes is essential for marketers, as
attitudes significantly influence consumer behavior and purchasing decisions. There are
several strategies used to change or shape consumer attitudes:

1. Persuasion: Marketers attempt to change attitudes by altering one or more
components of an attitude. Persuasive marketing messages often target emotions
(affective) or provide logical reasons (cognitive).

o Example: A brand may show a commercial emphasizing how its product
makes life easier (cognitive) and use happy, satisfied customers (affective) to
create a positive response.

2. Cognitive Dissonance: Consumers may experience discomfort (dissonance) when
their attitudes and behaviors conflict. Marketers can reduce this dissonance by
reinforcing the decision post-purchase (e.g., through positive messaging, reassurance,
and after-sales support).

o Example: After buying a high-end phone, a consumer might feel guilt over the
expense. A brand might reinforce the value of the purchase through follow-up
emails or customer service.

3. Social Influence: Consumer attitudes can also be shaped by social groups. Peer
influence, family, and reference groups often affect how people form their attitudes.

o Example: If friends or family members recommend a product, it can influence
someone’s attitude toward that product, even if they had a negative perception
initially.

4. Repetition: The more often a consumer encounters a particular message, the more
likely it is to change their attitude, particularly if the message resonates with them.
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o Example: A catchy advertisement about a product aired several times can alter
a consumer’s attitude toward the product, making them more likely to
purchase it.

Example of Attitude Change: If a consumer has a negative attitude toward a brand due to its
past poor performance, a company could attempt to change this attitude by improving the
quality of the product and using advertising to communicate these improvements.

2. Influence of Personality and Self-Concept on Buying Behavior

Personality refers to the unique set of psychological traits and patterns of behavior that
determine how an individual responds to the environment. Personality influences the types of
products or brands a consumer is attracted to, their buying habits, and how they interact with
products and services.

Types of Personality Influences:

1. Brand Personality: Brands are often associated with specific traits or characteristics
that consumers resonate with. Brands may try to align their products with certain
personality types to attract consumers.

o Example: Luxury brands like Rolex or Mercedes-Benz appeal to consumers
who identify with sophistication, exclusivity, and prestige.

o Example: Sports brands like Nike or Adidas appeal to active individuals who
value achievement, energy, and perseverance.

2. Consumer Personality Types:

o Innovators: Consumers who are open to new experiences and willing to take
risks on innovative products.

o Thinkers: Consumers who are rational, mature, and prefer products that are
functional and durable.

o Achievers: Consumers who are goal-oriented, prefer products that signify
success, and are often brand loyal.

o Experiencers: Consumers who seek variety and excitement, enjoying
products that provide novelty and adventure.

o Believers: Consumers who value tradition and prefer products that align with
conservative, conventional values.

Self-Concept: Self-concept refers to how an individual sees themselves, their perception of
their identity. It is influenced by personality, social environment, and experiences. Self-
concept plays a crucial role in consumer behavior because people tend to purchase products
that reflect and enhance their self-image.

o Self-Concept and Buying Behavior:
o Actual Self-Concept: How a person perceives themselves in reality.
Consumers may buy products that reflect their actual self-image.
o ldeal Self-Concept: How a person would like to see themselves. Consumers
may buy products that help them attain their ideal self-image.
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o Social Self-Concept: How a person believes others perceive them. Consumers
often buy products to project a certain image to others.

Example of Self-Concept:

e Luxury Cars: A consumer may buy a high-end car like a BMW to align with their
ideal self-concept of being successful and prestigious. Alternatively, someone might
purchase a practical and reliable car like a Toyota to reflect their actual self-concept
of being down-to-earth and sensible.

Self-Concept and Brand Choices:

e Personal Branding: People use products to signal something about themselves to
others. For instance, a person who buys eco-friendly products may be trying to align
their brand choices with an image of being environmentally conscious.

3. Diffusion of Innovations

The diffusion of innovations refers to the process by which a new product, service, idea, or
technology spreads through a society or group over time. The speed and extent to which an
innovation is adopted by consumers depend on various factors, such as the perceived
benefits, complexity, and social influences.

Key Characteristics of Innovations:

1. Relative Advantage: The degree to which an innovation is seen as better than the
existing alternatives.
o Example: Electric cars have a relative advantage over traditional cars in terms
of environmental benefits and lower fuel costs.
2. Compatibility: The degree to which an innovation is consistent with the values,
experiences, and needs of the potential adopters.
o Example: Smartphones were compatible with the increasing need for mobile
communication and convenience.
3. Complexity: The degree to which an innovation is perceived as difficult to
understand or use.
o Example: Smart home devices might be seen as complex by older
generations, delaying adoption.
4. Trialability: The degree to which an innovation can be tested on a limited basis
before full adoption.
o Example: Consumers may hesitate to buy new products until they can try them
out, such as with new software trials or product samples.
5. Observability: The degree to which the results of an innovation are visible to others.
o Example: Wearable fitness trackers like Fitbit become more popular as
users showcase their achievements and encourage others to adopt similar
technology.
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4. Diffusion Process

The diffusion process describes how an innovation spreads through a population or market
over time. It involves different stages and groups of adopters.

1. Innovators: The first individuals to adopt an innovation, usually willing to take risks
and often knowledgeable about new technologies. They represent a small percentage
of the population (about 2-3%).

o Example: Early tech adopters who buy the latest smartphones as soon as they
are released.

2. Early Adopters: These individuals follow innovators and are typically opinion
leaders who influence others. They adopt innovations quickly after innovators and
represent about 13-14% of the population.

o Example: Influencers or individuals who buy the latest fashion trends and set
the tone for others.

3. Early Majority: These consumers adopt new products after seeing that they work and
are popular. They are more deliberate and take time to make decisions, making up
about 34% of the population.

o Example: Consumers who wait for initial reviews and feedback before buying
a product.

4. Late Majority: These consumers are skeptical and cautious, adopting innovations
only after the majority has already embraced it. They make up about 34% of the
population.

o Example: People who only buy a smartphone after seeing it widely used and
after prices drop.

5. Laggards: The last group to adopt an innovation, usually because they are resistant to
change or have limited access to new technology. They make up the final 16% of the
population.

o Example: People who still use older technology, like landline phones, and
resist switching to smartphones.

5. The Adoption Process

The adoption process refers to the mental and behavioural steps a consumer goes through
when deciding whether to accept or reject an innovation.

Stages in the Adoption Process:

1. Awareness: The consumer becomes aware of the innovation but lacks detailed
information about it.
o Example: A person hears about a new virtual reality headset on the news.
2. Interest: The consumer seeks more information and becomes curious about the
innovation.
o Example: The person starts searching online or reading reviews about the
virtual reality headset.
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3. Evaluation: The consumer evaluates the innovation based on their needs, beliefs, and
available alternatives.
o Example: The person compares features, prices, and reviews before deciding
whether the headset meets their needs.
4. Trial: The consumer tries out the innovation to test its functionality and effectiveness.
o Example: The person might visit a store to try the virtual reality headset before
purchasing.
5. Adoption: The consumer decides to purchase and use the innovation on a regular
basis.
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UNIT 5: Reference Group Influence, Opinion Leadership, Industrial Buying Behavior,
CRM, and Consumer Protection

1. Reference Group Influence

A reference group is a group of people that influence an individual's attitudes, beliefs, and
behaviors. Consumers often use reference groups as a standard to evaluate themselves and
their own behaviors. These groups play a significant role in shaping consumers' purchasing
decisions, attitudes, and opinions.

Types of Reference Groups:

1. Primary Reference Groups: These are groups that an individual interacts with
regularly and has close personal relationships with. Examples include family, close
friends, and work colleagues.

o Impact: Primary groups significantly affect day-to-day behaviors,
preferences, and attitudes.

o Example: A teenager might choose to buy the same brand of sneakers as their
friends to fit in.

2. Secondary Reference Groups: These are groups that a person belongs to or interacts
with but with less intimacy. Examples include professional organizations, social
clubs, or religious groups.

o Impact: Secondary groups influence more formal and value-based decisions.
o Example: An individual might buy certain books or subscribe to a particular
news outlet because of their professional association with a particular field.

3. Aspirational Groups: These are groups that individuals aspire to join. Aspirational
groups are often admired for their social status, lifestyle, or achievements.

o Impact: Consumers may imitate the behaviors or preferences of these groups
in an effort to emulate their success or prestige.

o Example: A young professional may aspire to be like a successful
entrepreneur and thus purchase products that the entrepreneur is seen using.

4. Dissociative Groups: These are groups that individuals deliberately avoid or reject.
Consumers try to avoid behaviors or purchasing decisions associated with these
groups.

o Impact: Brands that are associated with dissociative groups may struggle to
gain acceptance in the market.

o Example: A person may avoid wearing certain types of clothing or using
products that are associated with a social group they dislike.

Factors Influencing Reference Group Influence:

e Group Cohesiveness: The stronger and more united a group is, the more likely it is to
influence its members.

e Group Prestige: Products or brands that are perceived as prestigious or high status
are more likely to be adopted by consumers seeking membership or approval from the
reference group.
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« Visibility of Behavior: If a consumer's behaviors (e.g., purchasing decisions) are
visible to the reference group, there is more pressure to conform to group norms.

Example: A consumer may buy an expensive designer handbag because it is highly valued in
their social circle, and they want to be seen as fashionable and successful.

2. Profile of Consumer's Opinion Leadership

Opinion Leaders are individuals who have a significant influence on others' attitudes and
behaviors, especially within specific product categories. These individuals are seen as experts
or highly knowledgeable about certain products or topics and are often looked up to by others
when making decisions.

Characteristics of Opinion Leaders:

1. Knowledgeable: Opinion leaders possess extensive knowledge about specific
products or industries. Their expertise makes them more credible to others.

2. Social Influence: They have strong communication skills and are able to influence
others through their social networks, whether in person or online (e.g., social media
platforms).

3. High Involvement: Opinion leaders are often early adopters of new products and are
highly involved in activities related to their areas of expertise.

4. Trustworthiness: Consumers tend to trust opinion leaders because they believe their
advice is objective and based on knowledge, not advertising.

5. Credibility: Opinion leaders are viewed as credible sources of information, which
gives them the power to shape public opinion.

Types of Opinion Leaders:

1. Personal Opinion Leaders: These individuals influence their immediate circle of
friends, family, or colleagues.
o Example: A tech-savvy friend who advises others on which smartphone to
purchase.
2. Mass Media Opinion Leaders: These individuals reach a large audience through
media channels such as television, newspapers, blogs, and social media.
o Example: A popular YouTuber who reviews tech products and influences the
purchasing decisions of their followers.

Impact on Consumer Behavior:

« Word of Mouth (WOM): Opinion leaders are key drivers of word-of-mouth
communication, which can have a significant impact on a brand’s reputation.

e Product Adoption: Consumers often look to opinion leaders for guidance when
adopting new products or technologies. If an opinion leader recommends a product,
others are more likely to follow their advice.
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Example: If a fashion influencer on Instagram recommends a new clothing brand, their
followers might be influenced to purchase it based on the influencer’s endorsement.

3. Industrial Buying Behavior

Industrial Buying Behavior refers to the purchasing behavior of organizations (businesses,
government entities, and other institutions) that buy goods and services to use in the
production of their own products or to support their operations. Unlike consumer buying
behavior, which is driven by personal needs, industrial buying is influenced by factors such
as functionality, cost-efficiency, and production requirements.

Key Characteristics of Industrial Buying:

1. Complexity: Industrial buying decisions are often more complex than consumer
purchases due to factors like multiple stakeholders, technical specifications, and large-
scale purchases.

2. Rational Decision-Making: Business buyers make decisions based on logic and
objective factors like price, quality, and supplier reliability, rather than emotions or
personal preferences.

3. Longer Decision Process: Industrial buying often involves a longer decision-making
cycle, with more steps, such as needs assessment, supplier evaluation, and contract
negotiation.

4. Multiple Decision-Makers: In most organizations, buying decisions are made by a
group of people (buying center), including executives, engineers, procurement
specialists, and financial officers.

Stages in the Industrial Buying Process:

1. Need Recognition: The organization identifies a problem or need that requires a
solution.
o Example: A manufacturing company may need new machinery to increase
production efficiency.
2. Product Specification: The company defines the specific requirements and
specifications for the product or service they need.
o Example: The company specifies the type, size, and performance capabilities
of the machinery.
3. Supplier Search: The organization searches for potential suppliers who can meet
their needs.
o Example: The procurement team reviews different suppliers and
manufacturers of industrial machines.
4. Proposal Solicitation: The company invites suppliers to submit proposals or bids.
o Example: The company sends out requests for quotations (RFQs) to various
suppliers.
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5. Supplier Selection: The organization evaluates the proposals based on criteria such
as price, quality, and delivery terms.
o Example: The team selects the supplier offering the best combination of price
and quality.
6. Order-Routine Specification: The organization finalizes the terms of the purchase,
including payment terms, delivery schedules, and support services.
o Example: The company finalizes the contract with the selected supplier for the
machinery.
7. Performance Review: After the purchase, the company assesses whether the product
meets its requirements.
o Example: The machinery is tested, and feedback is gathered to ensure it meets
the company’s needs.

4. Customer Relationship Management (CRM)

Customer Relationship Management (CRM) is a business strategy that focuses on building
and maintaining long-term relationships with customers. The goal of CRM is to improve
customer satisfaction, loyalty, and lifetime value by providing personalized services and
communications.

Key Components of CRM:

1. Customer Data Management: Collecting and organizing customer information, such
as demographics, preferences, purchase history, and behavior, to better understand
and meet their needs.

o Example: A retail company uses CRM software to track customer purchases
and send personalized offers.

2. Personalized Communication: Tailoring marketing messages and offers to
individual customers based on their preferences, behavior, and past interactions with
the brand.

o Example: An online store sends a personalized email offering a discount on
products similar to those the customer has previously purchased.

3. Customer Service and Support: Providing exceptional customer service to enhance
the customer experience and resolve issues promptly.

o Example: A company offers a 24/7 customer support helpline to address any
issues with its products.

4. Customer Retention: Developing strategies to retain existing customers, as it is often
more cost-effective to retain customers than to acquire new ones.

o Example: A company may offer loyalty programs, discounts, or exclusive
offers to encourage repeat business.

Benefits of CRM:

e Increased Customer Satisfaction: By understanding and meeting customers’ needs,
companies can improve satisfaction levels.
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o Better Targeted Marketing: CRM allows businesses to segment their customer base
and target marketing efforts more effectively.

o Higher Customer Retention: Personalized communication and exceptional service
encourage customers to stay loyal to the brand.

o Improved Profitability: Loyal customers are more likely to make repeat purchases,
leading to higher profits over time.

5. Consumer Protection

Consumer protection refers to laws, regulations, and practices designed to safeguard
consumers from unfair business practices, defective products, and other potential risks. The
goal is to ensure consumers are treated fairly and have access to remedies in case they are
harmed by a product or service.

Key Aspects of Consumer Protection:

1. Product Safety: Ensuring that products are safe to use and do not pose health risks.
o Example: Food products must be properly labeled with ingredients and
expiration dates to protect consumers from foodborne illness.
2. Fair Marketing Practices: Prohibiting deceptive advertising, false claims, and
misleading promotions.
o Example: A company is not allowed to advertise a product as “100
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