UNIT 18 RECENT DEVELOPMENTS IN
MODELLING CONSUMER
BEHAVIOUR

Objectives

After going through this unit you should be able to:

e understand consumer Behaviour as a sub-set of human behaviour

e know the basic elements of a consumer behaviour model

e describe the nature, scope and areas of application of consumer behaviour models

e study the relationship and support of other disciplines in building consumer
behaviour models

e understand the role, relevance and limitations of the other disciplines in building
consumer behaviour models

e discuss the use of consumer model in explaining buyer behaviour
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18.1 INTRODUCTION

Every marketer implicitly has a consumer behaviour model in his mind. This is the
result of the several understandings gained over time by him about different facets of
consumer behaviour. These understandings are built upon his own experiences as a
consumer, his knowledge of consumers gained through his marketing: efforts and the
body of knowledge available through the past researches in the area of consumer
behaviour.Since consumer behaviour is only a subset of human behaviour, the
consumer behaviour models do also borrow from other disciplines covering, human
behaviour like psychology, sociology, economics, anthropology, decision sciences
etc. In the previous unit we have seen the attempts to build-these-models using
simpler constructs where the models focussed on only parts of the consumer
behaviour. Such constructs are usually borrowed from only one or two disciplines.

Grander models like Howard-Sheth model, discussed in the previous unit, have also
attempted to integrate these constructs and submodels. Such attempts had been very
laudable, indeed. For example, the output of the Howard Sheth model had been the
prediction of brand choice of the customer while the inputs to the model had been the
marketing mix offered by the marketer in the market place. These input-output
relationships are expected to be mediated b certain external environmental variables
and the individual's personal characteristics. While such models are quite
comprehensive, their crucial tests are the tests or validity based on live empirical
data. Such tests reveal that the predictability of brand choice, the basic stated purpose
of the model, is quite low. Although explanations have been offered for this lack of
predictability, such models still serve important purposes like:



Modelling Consumer i) They place various known constructs into a well defined scheme.
Behaviour

@ ii)) They show the directions of relationships among different constructs. These
Y directions, incidentally, are found to be much more correctly indicated than the
strengths of their relationships.

iii) They offer themselves as elegant and stronger tools of communication
about consumer behaviour.

iv) They provide sound basis for further consumer research.

18.2 CLASSIFICATION OF CURRENT MODELLING
EFFORTS

Fuelled by the experience of Howard-Sheth model and other parallel researchers,
many more attempts have taken place to understand and ultimately model Consumer
Behaviour. These attempts can be classified into different categories according to
following main criteria:

1) The objective of modelling.

i)  Support of basic disciplines.

iii)  Support of analytical techniques.

iv)  Basic unit of consumer behaviour modelled.

18.2.1 Modelling Objectives

The objectives of modelling have mainly confined to the following:

1) Description of buying behaviour: Models with this objective focus upon the
various constructs which play key roles in the buying process and behaviour.
These constructs are highlighted through their locations in the schematic
diagrams representing overall consumer behaviour. These models are like
snapshots of the consumer behaviour. Thus, they are strong in representing the
values that different variables of the model take. But, they are weak in
explaining causality.

One of the major use of such models is to communicate marketers visualisation
of his consumers to his audiences. Models prepared with this objective are also
found to be convenient starting points for building more complex and higher
objective models. Various market definition or consumer profile surveys
provide the data sources for achieving these objectives. Through such surveys
the demographic, socio-economic, psychographic and other buying stages
related data can be provided. These data can portray the consumers in terms of
their key dimensions as well as on overall basis. Thus, for example, one
microwave oven marketing company, can describe its consumers as aware but
not yet sure about the utility of these ovens in their type of cooking. The
company can also profile such customers along their other salient
characteristics for marketing programmes. The company can, therefore,
hypothesise about the likely causes of the poor sales among the target
customers by identifying certain patterns in the data obtained through such
descriptions of consumers. For becoming more sure or establishing causalities,
the marketer shall have to approach modelling in alternative ways, as well.

ii)  Describing the consumer processes: This objective focusses upon the
processes which take place in influencing the consumer behaviour rather than
the state of consumers. Nicosia model (see later) is one of the examples which
is built with such an objective. The objectives take the marketer one step closer
to the causality models. They also help in linking various constructs and
provide directions to these linkages within the models of consumer behaviour.
Whenever these linkages are quantified the marketer gets even stronger handles
to design the input mix for achieving the resultant consumer states.

iii)  Predictability and Control of Consumer behaviour: This is the ultimate
o) objective of consumer behaviour modelling. It presupposes the data to describe
the



states of consumer behaviour as well as the relationships among them. Recent Developments in

Understandably, it is the hardest to achieve. For one reason, the knowledge Modelling Consumer
base for achieving this objective depends upon the entire knowledge base in. Behaviour
marketing and rest of other disciplines connected with the prediction of human @

behaviour. The state of knowledge in all such disciplines have not yet reached
to a stage where they can attempt this task. In the marketing contexts, the
variables involved are of micro nature like brand choice of a consumer,
perception about a product or learned associations about a product category or
brand or consumption occasions etc. While predicting such micro-level
phenomena with the help of usual variables the accuracy suffers acutely.

Activity 1

You are associated with a multinational company and belong to an orthodox and
traditional joint family system. The company offers perks which include free club
membership to you and your family members. How is this perk likely to affect life
style of you and your family members.

Activity 2

Hailing from a middle class family you wish to buy a 100 c.c motorcycle. List out all
the activities which precede before deciding on the specific Brand. Also, comment on
the criteria for choosing the said brand in view of your economic status.

18.2.2 Support of Basic Disciplines

The current model developments in the consumer behaviour can also be seen through
the utilisation of the basic academic disciplines on which such models are mainly
built. Economics, which gave the earliest conceptualisation of consumer behaviour,
assumed consumer to be a rational economic entity. His choices were the focus of
attention in' economics at micro as well as macro levels. The restrictive assumptions
made in the discipline and the multitude of human factors encountered in the practice
of marketing reduces the utility of this discipline somewhat in modelling consumer
behaviour.

Psychology, with its focus on the why of human behaviour, has also contributed
significantly to the knowledge and modelling attempts of consumer behaviour.
Almost every consumer behaviour model uses; some psychological constructs. The
understanding of these constructs and their relationships with other constructs are
often borrowed from the mother discipline of psychology. The main problem with the
psychological constructs had mainly been in the areas of their operationalisability in
the context of marketing, weaker relationships encountered and exclusion of non-
psychological variables. Sociology, similarly has also been used significantly in
understanding the group phenomena of consumers (such as market segmentation) and
different social processes among consumers (such as diffusion of innovations).

There are some disciplines whose roles are increasingly felt to be important by
consumer behaviour modelers. We are discussing the roles of some such disciplines
next. 23



Modelling Consumer 1) Decision Sciences: Consumer choice or decision is one- of the most important
Begviour . areas of marketers interests. While economics and psychology (through cognitive
@ psychology) have developed in this area, the emerging discipline of Decision

Sciences focusses upon it, most directly. The advantages of this discipline in the
area of consumer behaviour are many. (i) This helps in tracking the flow of
consumer decision making process; (ii) it helps in sorting out the important
attributes or features contributing to the decision; (iii) it helps in understanding
tradeoffs among these key attributes and their levels employed in the minds of
consumers. Another by product of utilising decision sciences. paradigm in.
consumer behaviour is the availability of decision sciences methodologies to
consumer behaviour.

ii))  Anthropology: The unique focus, which differentiates anthropology from rest of
the disciplines, is "man-to-physical-world-interaction". Marketing, which is
preoccupied with consumer-product interfaces should be a natural strong
borrower from this discipline. Unfortunately, this has not happened, in the past.
There are several reasons for this. Anthropology itself had been preoccupied
with, much broader issues like impact of wheel on society or distribution of
blood groups across population etc. For the reasons of making its studies more
scientific- and isolating the extraneous variables from the main variable of
interest, they had often set up their laboratories among the isolated tribals located
in remote areas. Such things gave to anthropology an esoteric aura. However,
there is a growing realisation, both among anthropologists and marketers, to cone
closer and gain from the mutual interactions. Anthropologists, on their part, have
started studying the phenomena which are commonplace in marketing and no
longer overlook them as mundane or difficult to scientifically capture through
their established methodologies. They are modifying their methodologies,
searching for more managerially meaningful contexts to- collect the data and-
work with their disciplines. Marketers, on the other hand, are realising the
marketing lob does not end by formulating marketing mix for a. given scenario of
consumers. -The products and the rest of the offers made by marketers interact
with the lives of the consumers much more intensely and organically. Unless
these interactions are understood, the lasting bond with the customers would be
difficult to Maintain. For example, a sofa set in a household may enter the
household through the impact of marketing mix built, around the appeals of
status, affiliation or convenience. But, once adopted, the same sofa set interacts
with the life styles of family members, affects social relationships within the
family and outside, gives rise to the needs for a chain of additional artefacts and
so on. Many of these effects may be intended or not. But, they happen
nevertheless. Marketers are realising that anthropological understandings of
consumers in the context of their products provide them with the cutting edge
over their competitors. At another level, the deeply satisfying relationship
between the marketing mix, so designed, and their consumers help to retain the
customers far longer durations and spread positive word of mouth.

iii)  Systems Dynamics and Simulation: System dynamics and simulation have been
developed basically to model complex situations. The tools of these techniques
are specially honed to handle large number of variable and their relationships.
Consumer behaviour situations very closely fit these requirements. As a result,
there is a growing appreciations and utilisation of system dynamics and
simulation in consumer behaviour models. These disciplines are used for
formulating, testing and refining. the models,

18.2.3 Support of Analytic Techniques

Consumer behaviour models -invariably -deal with a multiplicity of variables. For
coping with this situation; current consumer behaviour models are using diverse
analytical techniques. Most of these techniques were available in the literatures of
mathematics, statistics and operations research. But, with the easy availability of
sophisticated computing power, these techniques have started playing much greater
roles recently. Thus, for example, stepwise regression analysis, correspondence
analysis are very often used for identifying the salient variables and their relationships

24 out of the observed data: Factor analysis and multidimensional scaling techniques are
used for reducing data and



drawing the essence from a large set of data. Very often consumers evaluation of
different attributes and their relative trade - offs are important. Conjoint analysis has
come as a handy tool for such purposes.

In consumer behaviour models the sequencing and directions of constructs are
crucial. Graph theory helps in doing this job well.

18.2.4 Basic Unit of Consumer Behaviour Models

Earlier consumer behaviour models centred around the behaviour of individual
consumers. In fact, they further concentrated upon fast moving consumer nondurable
products. This was, perhaps, easier as such models did not require considerations of
interactions among different individuals involved in the purchase of same item. But,
with the greater share of families, institutions and industries in the total purchase of
products, these social units can no longer be ignored. Therefore, more and more
models are surfacing whose units of decision making are larger than individuals. Out
of these, the most common units of decision making are industries (for example,
Websters "General Model for Understanding Organisational Buying Behaviour'),
distribution channel members and families (for example Sheth's "Family Decision
Making Model").

Activity 3

The youngest sibling in your family is about to join the college and is bent upon
buying a pair of jeans. How would you and your parents react to this decision. Try
and list out the factors influencing the decision maker/s in this case.

18.3 SOME RECENT MODELS

We shall now consider two of the recent models to illustrate the developments in
consumer behaviour modelling. The first one is Nicosia model which is along the
consumer decision process focussing on the relationship between the marketing
organisation and its target consumers. Bettman's information processing model of
consumer choice, on the other hand, focusses on the strategies that consumers adopt
to operationalise the complex task of information processing.

a) Nicosia's Model of Consumer Decision Process

This model elaborates the decision making steps that the consumers adopt before

buying goods or services. It is written in the format of a detailed computer flow chart.

For ease of understanding the model can be simplified by grouping together its
various elements into fields and subfields. (Figure 1). Various components of the
model are connected through direct as well as feed back loops. Thus, the marketing
organisation affects the target customers. The customers, in turn, through the effects
of marketers action affect the next decisions of the marketer himself. This process
goes on. The main fields and subfields of the model are as following:

Recent Developments in

Modelling
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Modelling Consumer Figure 1: Abridged version of Nicosia Model of Consumer Decision Process
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1) Marketer's Communication affecting consumers attitude : Here the
marketing communications include not only mass media and personal
communications but products, price and even distribution aspects, too. The
exposure of these attributes affect consumer's attitudes as well as perceptions.
These effects on consumers depend upon his personal characteristics (like
values, personality and cumulative experiences). After processing the inputs
from marketer, the consumer forms his attitudes as the inputs for the next field.

ii) ~ Consumer's search and evaluation: This step occurs before consumer
becomes motivated to purchase the product. He seeks more information and
evaluates the relative merits of competing products' attributes. The criteria for
evaluation do also evolve with consumers past experiences and the marketer's
inputs in the form of marketing mix.

iii)  Purchase action: This is the field 3 of the Nicosia model. Here, after getting
motivated to buy the brand, the customer actually shops for the product. The
choice of actual retailer does also take place here.

iv) Consumption experience and feedback: After purchasing the product, the
experience with its consumption can affect the consumers in many ways. The
negative experience may block his future purchase and lower his attitude and
evaluations of the product. The positive experience may motivate him further
to be loyal to the product. In any case, the field provides significant feedback to
the marketer. With this feedback, the marketer can suitably modify the next
cycle's marketing inputs.

Nicosia's model may appear to be simple and obvious at the first glance. But its
value lies in the integration of the body of knowledge in the area of consumer
behaviour existing till its time of formulation. It does also provide insights
about how the non-action kind of variables present in the environment and
related to the consumers trigger actions at the consumers end.

The flowcharting approach followed by the model systemises the presentation
of the model considerably. But, it also forces boundaries on the set of
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before the consumers. These boundaries may even be unrealistic. This kind of Recent Developments in

situation limits the scope and flexibility of the model. Modelling Consumer
Behaviour

Activity 4 ©

Your employer realises the need for a pager and advises you to buy one and get
reimbursement for the same. The two salesman handling two different brands make a
presentation and give a demonstration on your request. Eventually, you choose to buy
one of the two brands which are equally good in all respects. Comment on the
decision making process involved in deciding the specific Brand. Can you explain
these processes in terms of the Nicosia Model.

Activity 5

In .a social gathering you had a chance to taste liquor for the first time in your life
and enjoyed it to the maximum. Describe the impact of the experience and the
attitude Rewards liquor.

184 BETTMAN'S INFORMATION PROCESSING
MODEL OF CONSUMER CHOICE

In this model the consumer is seen in the center of a host of information processing
activities. The consumer is the recipient of a large amount of information from the
marketer, competitors and rest of the environment. Moreover, he has his own
database built over time from his experiences, personality and set of values. Since
handling such a large amount of information simultaneously can be very complex,
the model believes that the consumers use certain simplifying strategies. By using
these decision strategies (heuristics), he need not process all the information together.
He can also follow some simple decision rules which can provide ready answers for
prespecified situations.

This model is also built around several flowcharts. (Figure 2). These flowcharts
describe the components and interconnections among themselves that are involved in
the decision process. The main components of the model are the following:

1) Processing Capacity: Each individual has a limited capacity to process
information. This capacity can vary across individuals to some extent. But, its
limits across all individuals are severally restrictive. Consumers try to by pass
these limits by ignoring certain information, priortising information in use or
using rules of thumb. Knowledge of the processing capacities of individual
consumers and the ways they utilise these capacities provide invaluable
insights to marketers.

i1)  Motivation: Motivation provides the intensity and direction for the choice
process to the consumer in this model. This acts as the superiding component
and controls the continuation and suspension of various processes in the model
like attention and scanning etc. It also acts as the engine to convert the non-
action or passive inputs to the customers into action outputs or overt behaviour
of the consumer.

ttention and Perceptual Encoding: This model divides attention into voluntary and involuntary
on. The voluntary attention is the conscious
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Figure 2 : The Bettman’s Information Processing Model of Consumer Cholce
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attention seeking to achieve the hierarchy of goals as set by the consumer for
himself. The involuntary attention is triggered when the consumers have to
resolve between the conflicting information received for processing or the short
term attention provided before deciding whether to process information
through voluntary attention.

The perceptual encoding helps the consumer in integrating the acquired
information to his perceptual network. It also helps the consumer in deciding
how and how much to process the information received from the marketer.

Information Acquisition and Evaluation: Within the scope of heuristics, the
consumer also decides about the nature and amount of information that would
be necessary and sufficient for decision making. If the available information is
found to be insufficient but necessary, he goes for acquiring further
information through external search. This new information is again evaluated
in the light of decision at hand. This process continues till the consumer is
satisfied with the balance achieved between the utility of information and the
sacrifices required to acquire them.



v)  Memory: Consumer memory comprises of short term memory and long term Recent Developments in

memory. In the short term memory the acquired information is stored for less Modelling Consumer
than two minutes. The consumer evaluates the impinging stimuli and decides Behaviour
whether the information is worth transferring to long term memory or may be @

forgotten. If it goes to long term memory, it is stored for ever.

Memory is the resource for the internal search for information. Only when it is
found to be insufficient the external search is carried on.

vi) Decision Process: The ultimate decision of the brand is preceded by various
sub-decisions about various aspects using rules of thumb or other methods of
decision making. These decision processes work on the acquired and evaluated
information as well as the perceptions of the consumer. The situational factors
(like time pressure, moods and company of other individuals etc.) do also
influence these decision processes.

vii) Consumption and Learning Processes: The experience gained through the
consumption of products as well as the process of decision making are stored
by the consumers. These learnings affect not only the memory for the next
cycle of decision making but also affects the future heuristics for consumer
decision making.

viii) Scanner and Interrupt Mechanisms: These are like the information switches
of the consumers. Whenever the consumer decides that he does not have
sufficient information for decision making internally, he scans the environment
for acquiring the necessary information. On the other hand, whenever he finds
that he has sufficient information or acquiring more information is not worth
the decision at stake, he shall interrupt the information search process.

The Bettinan's consumer behaviour model focusses entirely on the information
processing. The research attempts to validate it are also focussing upon the
information handling by consumers. Consumers are encouraged to share the protocol
that they mentally" go through, while taking decisions. These methods are rich in
providing consumer insights but difficult to administer practically.

Activity 6

You are planning to buy your first car though you have been using the official vehicle
for a long time. How does your search of information get affected by

a) Memory b) Motivation c) Attention d) Processing capacity

Activity 7

As a producer and user of a leading brand of toilet soap. Identify the consumer
behaviour model that you would think appropriate understanding buyer behaviour
this product.

18.5 EVALUATION OF CONSUMER BEHAVIOUR
MODELS

Besides the two models discussed above, several more models have been developed
and are also emerging. Therefore, there is a need to evaluate the worth of these
models from 29



Modelling Consumer theoretical and marketing practice points of view. Some of the criteria chosen for this
Behaviour purpose and as following:

@ 1) External validity.
i1)  Internal validity.
iii) ~ Robustness.
iv)  Generalisability.
v)  Descriptive ability
vi)  Predictability
vii)  Simplicity.

viii) Compreshensiveness.

18.6 SUMMARY

This unit focusses upon the relevance and utility of consumer behaviour models for
marketing managers. After describing the elements that make up a consumer model,
it goes on to comment on the contribution of the basic disciplines to developing
consumer behaviour models. Two models Nicosia model and Bettman's information
processing model have been describe in detail. This unit concludes with some criteria
for evaluation of consumer models in general.

18.7 SELF-ASSESSMENT QUESTIONS

1)  What is the utility of consumer behaviour models to a marketer? Explain with
reference to marketing application in case of

a) An entertainment service
b) A marketer of office equipment
¢) A marketer of luxury cars.
2)  Comment upon the uses of consumer models

How have the basic disciplines of psychology and anthropology helped in
developing consumer models? Take examples from your own decisions to
explain the aspects which are explained by psychological variables.

4)  Briefly describe the scanner and interrupt mechanisms in the Bettman model.
How would these operate if you are planning to

a) Replenish your supply of toothpaste

b) Buy a new carpet for your living room.
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