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Unit-1
Consumer Behaviour - Nature, Scope and Applications
Structure:
1.1 Learning Objectives
1.2 Introduction
1.3 Nature and Characteristics of Consumer Behaviour
1.4 Scope of Consumer Behaviour
1.5 Application of Consumer Behaviour
1.6 Importance of Consumer Behaviour in Marketing Decisions
1.7 Role of Consumer Research
1.8 Consumer Behaviour: Interdisciplinary Approach
1.9 Know Your Progress

1.1 Learning Objectives
The basic objective of this unit is to introduce various concepts of consumer
behaviour by differentiating between the individual and organisational buying
behaviour consumers. After going through this unit, a student will be able to:
 Define the consumer and his consumer behaviour
 Elaborate the nature & scope of consumer behaviour and its various
applications
 Understand the importance of consumer behaviour in marketing
 Examine the role of consumer research in marketing
 Understand the study of consumer behaviour as interdisciplinary approach

1.2 Introduction
In a rapidly changing environment, the consumer’s product and service preferences are
shifting very fast and the marketers are not in a position to understand them. Today in a
competitive market, marketers are become vulnerable to the Consumers making him the
most important person. Consumer is the only reason for which a business thrives and
when he leaves the business collapsed. To fulfil the needs and wants of the consumers is
the main goal of a business organisation. Before the manufacturing of any goods or
providing a service, a business organisation must have a clear idea about who are its
consumers and what they need? What makes products or services of a brand better than
their competitors; so that it can attract consumers and retain them in the business? Will
the products and services match with the expectations of consumers? How the consumer
will perceive their quality? How the fulfilment of needs and wants will get reflected in
the behaviour of consumer?
Odisha State Open University
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To survive in the market by maintaining growth, business organisations must constantly
ask above questions to themselves and try to figure out the best possible answers in
order to execute their present operations and future planning of their business.
Understanding how consumers make purchase decisions can help marketing managers
in several ways. For example, if a manager knows through research that fuel efficiency
is the most important attribute in car market, the manufacturer can redesign the vehicle
to meet this criterion.
A Consumer is an individual who buys products or services for personal use and not for
further processing or resale. A Consumer may be a person or group of people such as a
household who are the final users of products or services. It is very much essential for
an organisation to have in-depth knowledge of its consumers and understanding of
consumer behaviour. Before proceeding further, it is better to get clarity about the
concepts used to describe the consumer and his behaviour.

1.3 Nature and Characteristics of Consumer Behaviour
Consumers are generally considered as the end users of a product or service. They can
either be an individual or a group of people or an organisation. The individual
consumers buy products or services for personal use and not for manufacturing or resale purposes; while organisational buyers buy things for manufacturing or further
processing or for re-sale in the market.
A "consumer" is anyone who typically engages in any one or all of the activities
described in the definition. Traditionally consumers have been defined very strictly in
terms of economic goods and services, i.e., goods and services wherein a monetary
transaction is involved. However, over time this concept has been widened to include
the goods and services where a monetary exchange is not involved. Consumer
behaviour can be defined as:"the decision process and the physical activities engaged in
when evaluating, acquiring, using or disposing of goods and services by a consumer.
"Consumer behaviour is the study of how individual customers, groups or organizations
select, buy, use, and dispose ideas, goods, and services to satisfy their needs and wants.
It refers to the actions of the consumers in the marketplace and the underlying motives
for those actions.
According to Engel, Blackwell, and Mansard, ‘consumer behaviour is the actions and
decision processes of people who purchase goods and services for personal consumption’.
Similarly Louden D. L. & Della Bitta A. J. defined it as, “Consumer behaviour is the
decision process and physical activity individuals engage in when evaluating, acquiring
using or disposing of goods and services.”
According to Schiffman, “Consumer Behaviour is defined as behaviour that consumers
display in searching for purchasing, using evaluating and disposing of products and services
that expect will satisfy their needs”
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In order to understand the demand of a product in the market and to properly present it
to consumers by outperforming in a competitive market it is very much essential to have
a clear knowledge on the nature of consumer behaviour.
Get influenced by various factors:
Consumer behaviour in general get influenced by the following factors;
 Product design, its pricing, packaging, positioning and distribution etc. considered
as various marketing factors.
 Demographic factors like gender, age, education income etc.
 Psychological factors such as buying motives, perception of the product and attitudes
towards the product.
 Physical surroundings at the time of purchase, social surroundings and time factor
considered as situational factors.
 Social factors such as social status, reference groups and family.
 Cultural factors, such as religion, social class—caste and sub-castes
 It undergoes a constant change: Consumer behaviour is dynamic. It keeps on
changing over a period of time considering the changes in the nature of products
and services. For example, according to seasons the garment preferences changes
among the customers. Similarly, preferences of using shoes change with age. While
children prefer fancy shoes, teenagers prefer trendy shoes and old age people look
forward for comfortable shoes. We can find such numerous examples around us.
 Varies from consumer to consumer: Behaviour of a person differs from the
behaviour of other persons. Similarly, different consumers behave in different
manners. Nature of consumers, their lifestyles, cultures, ethical values etc. affect
consumer behaviour. Some consumers consume more than their capacity even by
borrowing money and taking loans, while some consumers consume very much less
than their capacities and focus on further investing and saving of them. Some
consumers prefer technically advanced versions of mobile phones loaded with 5G
technology, high performing cameras, fast processing, large storage space etc. At
the same time, some customers look for minimum facilities like calling, messaging,
internet connectivity, simple mobile application support etc.
 Varies from region to region: The consumer behaviour varies across geographic
and political regions. The behaviour of rural consumers varies from the behaviour
of urban consumers. Consumer behaviour may differ depending on the upbringing,
lifestyle and level of development of consumers belong to specific region, state or
country. For example, consumers of coastal regions may prefer aerated drinks as
beverages and consumers of hill stations may prefer hot tea or coffee as beverages.
 Information on consumer behaviour is important to the marketers: Marketers
are required to have thorough knowledge on various factors influencing consumer
behaviour. It enables them to take appropriate decisions for marketing mix, such as
product/ service design, packaging, pricing, promotion, positioning, place of
Odisha State Open University
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distribution etc. Correct and more information on consumer behaviour give a
competitive advantage to a business in order to outperform in the market.
 Leads to purchase decision: Consumer behaviour leads to purchase decision.
Different motives of consumers affect their buying decisions, that ultimately leads
to create demand and affect sales in the market. Marketers try to influence
consumer behaviour to encourage them to purchase more products.
 Varies from product to product: Consumer behaviour varies from products to
products. Some consumers emphasise on the quality of the product and some
consumers focus on more quantities of the product even compromising the quality.
Some consumers purchase durable products while some consumers use products
with short life span. For example, some students purchase re-usable pens and some
students prefer use and throw pens. Similarly, for some college projects gel pens or
marker pens are required and for other purposes ball point pens would be
preferable.
 Reflects standard of living: The more a consumer purchase quality product and
services, his/ her living standard get higher. At the same time, despite of having
good income, if a person spends less on quality goods and services that may lead to
a low standard of living. Thus, the consumer buying behaviour may lead to higher
or lower standard of living.
 Reflects status: The consumer behaviour is not only influenced by the status of a
consumer, but it also reflects it. Consumers having luxury products are considered
to be rich and have higher status in the society. Having luxury products also give a
sense of pride to the consumers.

1.4 Scope of Consumer Behaviour
Consumer Behaviour has a wide range of scope. As the scope of a subject refers to
everything that is studied as part of that subject, in the scope of consumer behaviour we
need to consider everything that form part of consumer behaviour. The scope of
consumer behaviour can be highlighted as follows;
 Consumer behaviour and marketing management: A thorough understanding of
consumer behaviour is vital for the long run success of any marketing program of a
business organisation. Consumer behaviour can be considered as a keystone of the
Marketing concept, an important orientation of philosophy of many marketing
managers. The essence of the marketing concept is to integrate consumers’ needs
and wants with business strategy of the organisation.
 Consumer behaviour - Non-profit and social marketing: In today's world even
the non-profit organisations like government agencies, religious sects, universities
and charitable institutions have to market their services for ideas to their respective
target group of consumers or institution. At other times these groups are required to
appeal to the general public for support of certain causes or ideas. Also, they make
their contribution towards eradication of the problems of the society. Thus, a clear
Odisha State Open University
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understanding of the consumer behaviour and decision-making process will assist
these efforts.
 Consumer behaviour and government decision making: In recent years the
relevance of consumer behaviour principles to government decision making. Two
major areas of activities have been affected:
i) Government services: It is increasingly and that government provision of public
services can benefit significantly from an understanding of the consumers, or
users, of these services.
ii) consumer protection: Many Agencies at all levels of government are involved
with regulating business practices for the purpose of protecting consumer’s
welfare.
 Consumer behaviour and DE marketing: It has become increasingly clear that
consumers are entering an era of scarcity in terms of some natural gas and water.
These scarcities have led to promotions stressing conservation rather than
consumption. In other circumstances, consumers have been encouraged to decrease
or stop their use of particular goods believed to have harmful effects. Programs
designed to reduce drug abuse, gambling, and similar types of conception
examples. These actions have been undertaken by government agencies non-profit
organizations, and other private groups. The term "DE marketing" refers to all such
efforts to encourage consumers to reduce their consumption of a particular product
or services.
 Consumer behaviour and consumer education: Consumer also stands to benefit
directly from orderly investigations of their own behaviour. This can occur on an
individual basis or as part of more formal educational programs. For example, when
consumers learn that a large proportion of the billions spend annually on grocery
products is used for impulse purchases and not spend according to pre-planned
shopping list, consumers may be more willing to plan effort to save money. In
general, as marketers that can influence consumers' purchases, consumers have the
opportunity to understand better how they affect their own behaviour.

1.5 Application of Consumer Behaviour
 Analysing market opportunity: Consumer behaviour study help in identifying the
unfulfilled needs and wants of consumers. This requires examining the friends and
conditions operating in the Marketplace, consumer’s lifestyle, income levels and
energy influences. This may reveal unsatisfied needs and wants. Mosquito
repellents have been marketed in response to a genuine and unfulfilled consumer
need.
 Selecting target market: Review of market opportunities often helps in identifying
district consumer segments with very distinct and unique wants and needs.
Identifying these groups, behave and how they make purchase decisions enable the
Odisha State Open University
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marketer to design and market products or services particularly suited to their wants
and needs. For example, please sleep revealed that many existing and potential
shampoo users did not want to buy shampoo fax price at rate 60 for more and
would rather prefer a low-price package containing enough quantity for one or two
washers. This finding LED companies to introduce the shampoos sachet, which
become a good seller.
 Marketing-mix decisions: Once unsatisfied needs and wants are identified, the
marketer has to determine the right mix of product, price, distribution and
promotion. Where too, consumer behaviour study is very helpful in finding answers
too many perplexing questions. The factors of marketing mix decisions are: i)
product ii) price iii) promotion iv) distribution
 Use in social and non-profits marketing: Consumer behaviour studies are useful
to design marketing strategies by social, governmental and not for profit
organizations to make their programs more effective such as family planning,
awareness about diseases etc.

1.6 Importance of Consumer Behaviour in Marketing Decisions
Marketing is defined as "human activity directed at satisfying needs and wants through
exchange processes". Thus, the beginning of marketing lies in identifying unsatisfied
human needs and wants and understanding the ensuing activity which people engage in
to fulfil these. And that, as we have described, is the realm of consumer behaviour.
Consumer behaviour and marketing go hand-in-hand. Trying to do the latter without an
understanding of the former in akin to firing a shot in the dark.
Consumer behaviour has a number of applications in the area of marketing as described
in the following paragraphs.
 Analysing Market Opportunity: Study of consumer behaviour helps in
identifying needs and wants which are unfulfilled. This is done by examining trends
in income, consumers lifestyles and emerging influences. The trend towards
increasing number of working wives. and greater emphasis on leisure and
convenience have signalled the emerging needs for household gadgets such as
vacuum cleaner, washing machine and mixer grinder. Tortoise Mosquito repellent
coils and Good Knight electrical repellents were marketed in response to a
genuinely felt need of the people. Its rapidly rising sales graph is an indication of
how well the product has satisfied the consumer's need.
 Selecting the Target Market: The study of the consumer trends would reveal
distinct groups of consumers with very distinct needs and wants. Knowing who
these groups are, how they behave, how they decide to buy enables the marketer to
market products/services especially suited to their needs. All this is made possible
only by studying in depth the consumer and his purchase behaviour.
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A study of potential consumers for shampoo revealed that there was a class of
consumers who would like to use shampoo only on special occasions and who
otherwise use soap to wash their hair. Further, this consumer class would not afford
to spend more than three or four rupees on shampoo. Having identified this target
market, companies with leading brands launched their shampoos in small sachets
containing enough quantity for one wash and priced just at two or three rupees.
 Determining the Product Mix: Having identified the unfulfilled need slot and
having modified the product to suit differing consumer tastes, the marketers now
have to get down to the brass tacks of marketing. He has to determine the right mix
of product, price promotion and advertising. Again, consumer behaviour is
extremely useful as it helps find answers to many perplexing questions.
 Product: The marketer has the product that will satisfy hitherto unfulfilled
consumer need, but he must decide the size, shape and attributes of the product. He
must figure out whether it is better to have one single product or a number of
models to choose from. Does the product require any special kind of packaging?
Does it need any guarantee or after sales service? What associated products and
services can be offered alongside?
Maggi Noodles were first launched in the most common flavours such as masala and
capsicum. Having succeeded with these, other flavours such as garlic and sambhar were
launched with the objective of appealing to specific regional tastes. However, these
flavours did not succeed. Recently, exotic flavour such as prawns has been launched.
All these are attempts to modify the product by adding special features, attributes which
might enhance the product appeal to the consumers.
The study of consumer behaviour also guides the marketer in making decisions
regarding packaging. Pan Parag was first introduced in tins. But study of consumer
behaviour revealed that people wanted smaller packing which they could conveniently
carry on their person and in response to this the individual pouches were introduced.
Further study of consumers revealed a problem with, these pouches. Once opened and
kept in the purse or pocket, the pan masala would spill out of the pouch into the purse or
pocket. To overcome this problem, Pan Parag has now launched a pouch with a zip.
You eat as much as you want, zip up the packet and put it in your pocket without fear of
spillage and wastage.
The study of consumer needs revealed the need for a water storage facility. in the
kitchen and bathroom but which didn't occupy floor space. In response to this need,
Sintex added the overhead indoor loft tank to their existing range of outdoor. roof top
water storage tanks.
Price:
What price should the marketer Charge for the product? Should it be the same as that of
the competing product or lower or higher? Should the price be marked on the product or
left to the discretion of the retailer to charge what he can from the customer? Should any
Odisha State Open University
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price discounts be offered? What is the customer perception of a lower or higher price?
Would a lower price stimulate sales? Or is a lower price associated with poor quality?
These are the kinds of questions facing a marketer when taking a decision regarding
pricing. The marketer has to determine the price level which makes the image of the
product and which also maximises the sales revenue. For doing so he must understand
the way his product
is perceived by consumers, the criticality of the price as a purchase decision variable
and how an increase or decrease in price would affect the sales. It is only through
continuous study of consumer behaviour in actual buying situations that the marketer
can hope to find answers to these issues.
Distribution: Having determined the product size, shape, packaging and price, the next
decision the marketer has to make is regarding the distribution channel. What. type of
retail outlets should sell the products? Should it be sold through all the retail outlets or
only through a selected few? Should it be sold through existing outlets which also sell
competing brands or should new outlets selling exclusively your brand of product be
created? How critical is the location of the retail outlets from the consumers' viewpoint?
Does the consumer look for the nearest convenient location or is he willing to travel
some distance for buying the product?
The answers to all these questions can only be found when the marketer has a good
understanding of the consumers' needs which are being fulfilled by his product and the
manner in which consumers arrive at the decision to buy. A few years ago, Eureka
Forbes introduced a vacuum cleaner in the Indian market. It was not only launch of a
new brand, but rather a launch of a new product concept. No retail outlets were selling
vacuum cleaners very few consumers knew much about the product and fewer still were
willing to buy it. Under these circumstances, the company decided to sell the product
only through personal selling with the salesman calling on the consumer at his home.
Here the salesman had enough time to explain, demonstrate and convince
theprospective customer about the utility of the vacuum cleaner. In a retail outlet
situation, all this would just not have been possible. The retailer has neither the time nor
the detailed knowledge required to sell such a new product concept. This distribution
strategy of Eureka Forbes, based on a very fine understanding of the consumer
behaviour, has yielded good sales results. The product concept is well accepted in the
urban markets and today the vacuum cleaner, in addition to personal selling is also. sold
through some selected retail outlets.
Promotion: The marketer here is concerned with finding the most effective methods of
promotion which will make the product stand out amongst the clutter of so many other
brands: and products, which will help increase the sales objective and yet be within the
budget. This is possible only when the marketer knows who his target consumers are,
where are they located, what media do they have access to, what is their preferred media
and what role does advertise play in influencing the purchase decision?
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Today, TV is the most powerful advertising medium in the country. And many brands
spend the greater part of their promotion and advertising budget on TV. Brands
regularly advertised on TV soon become well recognized names. But as a marketer you
have to question the suitability of any specific medium in case of your specific product
and budget. Suppose your product is sold in only a few geographical markets you may
decide to avoid TV altogether and concentrate on point of purchase promotion and local
advertising through local newspaper, hoardings and wall paintings.
In so many cases of industrial product media advertising is very negligible, instead,
brochures or leaflets containing detailed product specification and information are
directly mailed to the actual consumer, and sometimes followed up by a salesman
making a call to clinch the deal. This is primarily because buyer behaviour and
informational needs of industrial buyers are very different from that of consumer
buying. But you can make these decisions only when you know your consumer and
understand his behaviour.
Use in Non-profit and Social Marketing: The knowledge of consumer behaviour is
also useful in the marketing of non-profit or social or governmental services of
institution such as hospitals, voluntary agencies, law enforcement and tax collection
agencies.
The income tax authorities have always been perceived in negative manner by the
common man who fears them and views them in a suspicious light. To overcome this
poor image, advertisements on TV and in newspapers and magazines are regularly
released, wherein a friendly, helpful image is sought to be projected. Moreover, there is
greater dissemination of information regarding the rights and responsibilities of the
taxpayer. Similarly, Delhi Police is trying to overcome the problem of poor image by
projecting itself as always alert and available for help through regular newspaper
advertisements.

1.7 Role of Consumer Research
Research is defined as, “a systematic inquiry aimed at providing information to solve
managerial problem.” The term systematic is related to the scientific method, the idea
being that research is the process of inquiry conducted in the best, or at least, most
appropriate way. The field of consumer research developed in part as an extension of
the applied field of marketing research and as a part of the scholarly interests of
academicians pursuing a more basis understanding of consumers. In both cases, the
goals have been to enlarge the understanding of consumers. However, there are
differences in motivation carrying out consumer research. Specifically, marketing
practitioners have concentrated on the practical application of predicting how
consumers will react in the marketplace, and to understand the reasons that drive
consumers to make the purchase decisions. In contrast, academic consumer researchers
tend to be more concerned with advancing the basic knowledge and principles that are
associated with consumers’ behaviours. Consumer research can also be divided in terms
Odisha State Open University
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of a qualitative or quantitative perspective. Consumer research can also be differentiated
as exploratory or descriptive research.
Marketers must use primary and secondary research. They need to analyse their
consumers, as well as use secondary information to make decisions to target prospective
consumers. They may do this through: surveys, focus groups, observation, interviews
and secondary methods such as online researching.
Marketers may also make decisions for their marketing strategy based on the consumers
demographic information. This information includes the consumers: income,
educational level, occupation, age, and location etc.
This information gained through consumer research is used to predict purchasing habits
of the consumer and make key decisions in the product the marketers are selling, such
as pricing. For example, marketers targeting consumers will a low income in a low
socio-economic area will have to be particularly price conscious when pricing their
items.
Marketers must also understand the values of the consumer through consumer research.
this will provide them with more success in their marketing campaigns. For an example,
when targeting consumers who value quality, marketers must sell them products that
deliver and re-enforce their values. Marketers will be unsuccessful in any marketing
campaign that doesn’t take into account and reflect the values of the consumer. Values
impacting consumer choices are their knowledge, beliefs, morals and customs, it has a
significant impact on the products consumers seek and purchase. Thus, the role of
consumer research is vital in marketing.

1.8 Consumer Behaviour: Interdisciplinary Approach
Consumer behaviour as a subject borrows concepts from different disciplines like
Psychology, Sociology; Social Psychology; Anthropology and Economics etc. This
makes it an interdisciplinary subject. Some of the concepts from various disciplines
have been elaborated as follows;
 Psychology: This includes the study of the individual as well as the individual
determinants in buying behaviour, viz., consumer perception, learning and memory,
attitude, self-concept and personality, motivation and involvement, attitudes and
attitudinal change and, decision making.
 Sociology: This includes the study of groups as well as the group dynamics in
buying behaviour, viz., family influences, lifestyles and values, and social group
influences.
 Social Psychology: This includes the study of how an individual operates in
group/groups and its effects on buying behaviour viz, reference groups and social
class influences.
 Anthropology: This is the influence of society on the individual viz., cultural and
cross-cultural issues in buying behaviour, national and regional cultures etc.
Odisha State Open University
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 Economics: This is the study of income and purchasing power, and its impact on
consumer behaviour. The underlying premise is that consumers make rational
choices while making purchase decisions. While resources are limited and needs
and wants many, consumers collect information, and evaluate the various
alternatives to finally make a rational decision.

1.9 Know Your Progress







Define Consumer behaviour and describe its nature and characteristics.
Elaborate the scope of consumer research.
What are the applications of consumer research?
Describe the importance of consumer behaviour in marketing decisions.
Elaborate the role of consumer research.
How consumer behaviour is an interdisciplinary subject?

Odisha State Open University

13

Bachelor of Business Administration (BBA)

Unit-2
Industrial Buying Behaviour
Structure
2.1 Learning Objectives
2.2 Introduction
2.3 Defining Industrial Buying Behaviour
2.4 Characteristics of Industrial Buying Behaviour
2.5 Industrial Buying Situations
2.6 Factors Influencing Industrial Buying
2.7 Stages in Industrial Buying
2.8 Know Your Progress

2.1 Learning Objectives
The basic objective of this unit is to understand the significance of industrial buying
behaviour and to describe various concepts of involved in it. After learning this unit,
one should be able to:
 Define industrial buying behaviour
 Recognise various characteristics of industrial buyer and his buying behaviour
 Understand industrial buying process in different situations
 Elaborate factors influencing industrial buying behaviour

2.2 Introduction
Industrial buying is a tricky job as it tries to achieve economy in buying so as to reduce
the overall input and maintenance cost of the business. Organisational consumers are
considered to be an intermediary consumer as they do not buy for their own
consumption rather for re-processing or re-distribution. Different industries are
supplying various goods and services to retailers for distribution among the consumers.
Retail consumers buy industrial products mostly for their personal use, and not for
further business transaction. To supply those goods and services; organisations need to
procure raw materials, equipments and technologies. It is almost impossible of a single
organisation to arrange everything required for the final production and distribution of
products and services by its own. So, one organisation purchase it’s required materials,
resources, technologies and other services from other organisations supplying those
particular items. These transactions between organisations refer as business to business
(B2B) transactions. Business products include those that are used to manufacture other
products, become part of another product, or aid the normal operations of the
organisation.
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For example, to manufacture a smart mobile phone, a company may need plastic
materials, metals, micro chip processors, camera lenses, operating software etc.
Arranging all of these could be very much expensive, tedious and time taking for a
single company. So, the company may search for other companies supplying plastic
materials, metals, processors etc. and easily purchase those in bulk with a reasonable
price from those companies. Similarly, to set up the production unit the mobile
company takes the help of construction and interior design companies, machinery
suppliers etc. In the case of distribution and marketing also the mobile company may
take the help of consultant firms. Such type of examples can widely be observed in
various industries.
How to distinguish between consumer and business products? A product that is
purchased for personal or family consumption is a consumer product; while the same is
used in the business process is a business product. Common example can be a PC for
the home or for the office explain the differences. While purchasing the required
products or services from different organisations by one organisation, the discussions
and actions are needed to be taken on organisational level, that leads to industrial or
organisational buying situations which can be distinguished from individual consumer
buying behaviour. The study of industry buying behaviour helps a lot to the suppliers of
different goods and services of B2B business process.
You must be wondering as to why the same person, buying the same product had
different buying behaviour. Well, if you think a little; you would recognise that in the
organisational buying situation is `buying on behalf’, whereas buying for home is
`buying for self’.
This buying on behalf is the domain of Industrial or Organisational Marketing.
Similarly, the `buying for self is the domain of household or what is popularly known as
consumer marketing. You must have also recognised that `buying on behalf changes the
entire complexion of the buying exercise; and this is precisely the reason of studying
organisational buying behaviour (OBB) separately than the consumer buying behaviour
(CBB).

2.3 Defining Industrial Buying Behaviour
Before having an in-depth knowledge on industrial buying behaviour, it is better to look
into the definitions provided by various scholars and researchers working in this field as
organisational buying is gaining importance day-by-day particularly after introduction
of online and digital transactions. The use of internet in business-to-business
transactions is known as B2B e-commerce. This method of conducting business has
evolved and grown rapidly throughout its short history.
Webster and Wind provided one of the initial and recognisable definitions of industrial
buying behaviour. They have defined it as; “industrial buying behaviour is the decisionmaking process by which formal organizations establish the need for purchase products
and services and identify, evaluate, and choose among alternative brands and suppliers.
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It is a complex process of decision making and communication, which takes place over
time, involving several organizational members and relationships with other firms and
institutions.”
According to Jobber, “Industrial buying concerns the purchase of products and services
for use in an organization’s activities. Wallstrom stated, “Organizational buying
behaviour, or industrial buying behaviour, is the field of industrial marketing that
focuses on the understanding of how companies and organizations buy goods and
services.”
2.4 Characteristics of Industrial Buying Behaviour
This section discusses some of the typical characteristics of industrial buying behaviour.
Let us discuss then one by one.
a) Multiple people get involved in buying activity:
An organisation consists of many people playing different roles in various departments
at different levels of managerial decision making. A single person in a buying situation
of the organisation may also play different roles over the entire buying decision
exercise. A grand conceptualisation of various roles of the different members is the
concept of the Buying Centre. A buying centre is comprised of all those individuals and
groups who participate in the buying decision-making process, who share some
common goals and the risks arising from these decisions.
Before identifying the individuals and groups involved in the buying decision process, a
marketer must understand the roles of buying centre members. Understanding the
buying centre roles helps industrial marketers to develop an effective promotion
strategy. A large number of buying situations in organisations would involve many
persons. These persons may be from different functions (production, purchase, design,
maintenance), may have different backgrounds (engineers, MBA, graduates etc.) may
have different hierarchical levels within the organisation (Managing Director, General
Manager, Material Manager).
Various members of the buying centre may appear to play any of the following roles:
 Users like production department person
 Influencers like Managing Director, Design Engineers or Consultants
 Deciders like the committees appointed for particular issues.
 Buyers like the people from the purchase or materials department
 Gatekeepers like those who can control the flow of information within an
organisation.
 Specifiers like consultants or design or production people who may develop the
specifications of the product or services needed.
b) Formal activity: Different organisation in the industries have their own set of
procedures established for the operation and decision-making purposes. Buying
activities of an organisation need to go in line with the process, procedures and
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policies of the organisation. It is better for the suppliers to be aware of the policies
and procedures of such organisation. In general, the final transactions or business
deals between organisations (industrial buyers and suppliers) takes place according
to the formal contracts agreed upon by both buyers and suppliers.
c) Time lag between efforts and results: As different persons get involved formally in
industrial buying activities following the established procedures and policies, it may
take a considerable time for an organisation, to make its final decision. It creates a
time lag between the application of the market effort and obtaining buying response.
A marketer must consider the possible time lag that may take place in the industrial
buyer side to develop a realistic business transaction plan and confirm minimum or
no time lag at the supply side.
d) Rational but also emotional activity: All the decision makers of an organisation are
humans. Though the decisions are taken in very formal manner following rational
criteria of evaluation, the emotional accept of decision makers cannot be avoided.
Even an organisation shows some human characteristics in terms of its values,
standards, ethics, industrial relationships. In the cases of similar alternatives these
human considerations play very important role as the final decision makers are the
persons belong to that organisation.
e) The uniqueness of organisations: In the industrial level, while considering the
buying behaviour, organisations differ from each other in terms of the nature,
objectives, resources, capabilities, priorities etc. Even the similar products of the
same companies target different market segments. For example, the car company
Tata Motors target middle class customers by launching cars like Tigor, Altroz etc.
and for higher middle class and rich customers it is launching SUVs like Harrier.
Even for the cars with same model it is lunching different variants like petrol, diesel
and electric etc. The rival company Hyundai launches cars for the similar segments
with different specifications. For all these differences in models and variances
companies buy products and services accordingly. So, each and every organisation
need to be treated as a separate segment even though they come under same sector.
All these characteristics make industrial buying behaviour more complex than consumer
buying behaviour. The added complexity, as claimed by Webster and Wind, is primarily
due to four factors:
1) Purchasing work flow is almost entirely crosswise in the organizations.
2) Formal authority over buyers (purchase department executives) can be in the

hands of either a purchase manager or any functional manager like production
manager.
3) Amajorworkofthe`purchasefunction'iswithpeopleoutsidetheorganisation.
4) Purchasing is a service function and this may have the perception of a lower status

within the buying organisation.
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Characteristics of Industrial Buying Behaviour






Multiple people get involved in buying activity
Formal activity
Time lag between efforts and results
Rational but also emotional activity
The uniqueness of organisations

2.5 Industrial Buying Situation
Industrial buying takes place to fulfil various needs of the organization. It can be
recognised that some products may be just for one-time purchases (major capital
equipment), and others may be purchased frequently. The buying effort, in this sense,
would be a function of the experience which the organisation may have for the different
buying situations. Robinson, Faris and Wind have classified the various buying
situations into three categories
i) New Tasks: First time buyers come under this buy class. The first-time buyers look
for a wide variety of information to explore alternative purchasing solutions to
buyers look problems. The greater the cost or perceived risks related to the purchase,
the greater the need for information and the larger the number of participants in the
buying centre.
Some of the characteristics, for `new task' situations are:
a) Need for the product has not arisen previously.
b) Little or no past buying experience is available to assist in the purchasing decision.
c) Members of the buying unit require a great deal of information.
d) Alternative ways of meeting the need are likely to be under review.
e) The situation occurs infrequently, but the decisions taken may set a pattern for

more routine purchases subsequently.
f) Opportunities exist at an early stage in the decision process for external

(marketing) inputs to have an influence on the final decision made
ii) Modified Rebuy: Industrial buyers of this buy class replace a product theocratization
use. The decision making may involve plans to modify the product specifications,
prices, terms or suppliers as when managers of the organisation believe that such a
change will enhance quality or reduce cost. In such circumstances, the buying centre
require fewer participants and allow for a quicker decision process than in a new task
buy class.
Some characteristics of the modified re-buy situations are:
a) A regular requirement for the type of product exists.
b) The buying alternatives are known, but sufficient change has occurred to require

some alteration to the normal supply procedure.
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c) Change may be stimulated by external events, e.g., inputs from supplying

companies.
d) Change may be stimulated by internal events, e.g., new buying influences, value

analysis, reorganisation.
iii) Straight Rebuy: The buyer routinely reorders a product with no modifications. The
buyer retains the supplier as long as the level of satisfaction with the delivery, quality
and price is maintained. New suppliers are considered only when these conditions
change. The challenge for the new supplier is to offer better conditions or draw the
buyer's attention to greater benefits than in the current offering.
Some typical characteristics of the routine buying situations are:
a) Routine purchasing procedures exist,
b) The buying alternatives are known, but a formal or informal list of `approved '

suppliers is available.
c) A supplier, not on list, is not considered.
d) Decision on each separate transaction is made by the purchasing department.
e) Buyers have relevant buying experience and require little new information.

2.6 Factors Influencing Industrial Buying
Various factors which may directly or indirectly influence the Industrial buying
behaviour are important to be studied. A segment of the economists. and the marketers
believe that the dominant influences are essentially economic. Lowest price or lowest
cost are thus considered as the only criteria to select suppliers. On the other hand, some
other take another extreme view of declaring all organisational buying as an emotional
or non-rational act as it involves human beings making it difficult to maintain rationality
or objectivity.
Similarly, some marketers feel that personal relationship, networking, personal
attractions etc. may get preference over others. All these viewpoints are extreme
viewpoints reflecting only limited and narrow reality. A balance point of view is very
much required recognizing the industrial buying behaviour gets affected by many
factors rather than only economic or personal factor. Based on various criteria cited
earlier, an industrial buyer takes decisions to buy. In many cases one of the factors may
play much more vital role than the others, but finally industrial buying behaviour
depends on all these factors as given below. Those factors are described below.
i) Environmental Factors: Environmental factors include economic, political,
technical, legal, regulatory, technological, infrastructural and cultural factors. These
factors interact with each other to produce information, values, norms and general
business conditions. The influence of environmental factors can be pervasive.
Various acts of government like demonetization, introduction of goods and services
tax, international relations, import export restrictions etc. can be considered as the
examples of environmental factors those affect the businesses of Indian markets in a
large-scale manner and hence influence the industrial buying behaviour as well.
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Similarly, availability and shortage of resources in a state or country, lifestyle and
culture of people doing business, landscape, political activities, threats and security
issues etc. affect the industrial buying behaviour. To fine tune the marketing
strategies and to reduce wasteful efforts of marketing of industrial products and
services, marketers must be aware of the environmental factors.
ii) Organisational Factors: While discussing the characteristics of industrial buying
behaviour, it was mentioned that organisations in the industries may differ from each
other on the basis of objectives, procedures, organisational structure, systems and
technologies, target segments etc. It is important to recognise the influence of such
organisational factors on the industrial buying behaviour.
iii) The Interpersonal Factors: Industrial buying is a multi-person activity. The
concept of buying centre highlights the roles which different members of the buying
organisation may play in the entire buying decision making exercise. The situation
becomes more complex due to different statuses, authority, empathy and
persuasiveness of the members of the buying centre. These may lead to conflicts.
Though difficult, but an industrial marketer may make, attempts to become familiar
with the internal dynamics of the buying process within a customer organisation.
Sheth has identified four ways which organisations use for conflict resolutions:
a) Problem Solving Approach: It involves information acquisition and deliberation

for more time.
b) Persuasion: Attempt is made to influence the opinions of dissenting members by

asking them to reduce the importance of the criteria they are using in favour of
better overall achievements of organisational objectives.
c) Bargaining: A more typical situation in which a conflict arises is due to

fundamental differences in buying goals and objectives. This is usually true for
new buying situations. In such a situation, conflict is resolved not by changing the
differences in relative importance of the buying goals or objectives of the
individuals involved, but by the process of bargaining. In this a single party is
allowed to decide autonomously in the spec situation in return for some favour or
promise of reciprocity in future decisions.
d) Politicking: When the earlier three fail, the parties may resort to tactics which may

be unhealthy and lead to casting of aspersions on the dissenting members.
According to Sheth, both `problem solving' and `persuasion' are rational methods.
Politicking and bargaining are considered as non-rational methods.
iv) The Individual Factors: In spite of the environmental, organisational and
interpersonal factors, it must be recognised that ultimately individuals, and not
organisations, take industrial buying decisions. Each member of the buying centre
has a unique personality, a particular set of learned experience, a specified
organisational function to perform, and perceptions of how best to achieve both
personal and organisational goals. An industrial marketer should be aware of the
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differing buying perceptions and their influences on the ultimate buying decision.
Perhaps, an understanding of the `perceived risk and its management' at the
individual level holds the key to identifying the individual influences on
organisational buying behaviour in specific, situations.
v) Risk Factors: Newall defines decision making as a risk-taking activity and in this
sense organisational buyer behaviour is seen as a risk handling behaviour. According
to him, the factors which affect the risk behaviour are:
a) Characteristics of the Purchase Problem: Some factors related to purchase

problems are;


size (rupee value) of the expenditure



degree of novelty contained in the type of buying task



degree of product essentiality



factors provoking purchase.

b) Characteristics of the Buyers: This includes;



Buyer's level of general self-confidence



Buyer's level of specific self-confidence.



Buyer's experience in playing the purchase role



Buyer's purchase history i.e., of buying within a particular product area



Buyer's degree of technical and professional affiliations.

c) Organisational Environment: Some factors affecting the risks at the level of the

company are;


The size and financial standing. of the organisational customer



The degree of decision centralisation



The degree of decision routinisation.

d) The Management of Perceived Risk: Basically, an individual visualises two

types of risk.


Performance risk -product may fail to come up to the performance
standards



Psychological risk-fear of being held responsible or accountable for the
decision by other members.

Both performance and psychological risk can be associated with the uncertainty
concerning the outcome and the magnitude of the consequences associated with the
wrong choice. Individual decision makers are motivated by a strong desire to reduce the
level of risk in purchase decision. Research suggests the following categories of action
to minimise the risk:
1. external uncertainty reduction (e.g., visit supplier's plant)
2. internal uncertainty reduction (e.g., consult with other buyers)
3. external consequence reduction (e.g., multiple sourcing)
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4. internal consequences reduction (e.g., consult with company's top management)
Industrial buyers can also reduce the level of risk in a purchasing situation by relying on
familiar suppliers who are known to him earlier. These familiar suppliers might have
shown their loyalty earlier, provides a convenient method of risk minimization. Similar
to this, is a situation of placing orders on. High credibility image of the suppliers in new
buying situation has proved to be less risky.
An industrial marketer must make an attempt to understand and anticipate the areas of
perceived risk and its minimisation by different members of the buying centre in
specific buying situations. The knowledge may help them in developing effective
selling strategies.

2.7 Stages in Industrial Buying
In general, there are eight stages of industrial buying process. To make a rational buying
decision a decision maker in the organization is expected to follow these steps in
Factors Influencing Industrial Buying






Environmental Factors
Organisational Factors
Interpersonal Factors
Individual Factors
Risk Factors

sequence. In this section one by one each stage will be described.
i) Problem Recognition: The process of industrial buying begins when someone in the
organization recognises a need or a problem that can be catered by procuring goods
and services. The problem might be recognised because of external stimuli such as
the presentation of salesperson or advertisement or internal stimuli like requirement
of advanced technology for production.
ii) General Need Description: After the initial need recognition, the buyer organization
should add further details in order to get the clarity of its exact requirements. This
can be done by analysisng and discussing the issue with concerned departments like
production unit, marketing and distribution dept etc. and personnel such as engineers,
agents, users etc. Having a precise description could save lot of efforts, resources and
time of the buying organisations.
iii) Product Specification: After getting a clear description of the requirements, then
the organization must focus on the products or services required to meet those needs
and requirements. Product specification is usually done through experts or
technicians who are conversant with the product and also familiar with the process of
operation in the business.
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iv) Supplier Search: Once the product specification is done, the industrial buyer looks
forward to find out the appropriate vendors or suppliers. The buying organisation
may examine trade directories, search through computers or contact other
organisations for recommendations. Marketers can participate in this stage by
contacting possible opinion leaders and asking for their supports or by contacting the
buyers after knowing their requirements through different channels.
Stages in Industrial Buying
1.
2.
3.
4.
5.
6.
7.
8.

Problem Recognition
General Need Description
Product Specification
Supplier Search
Proposal Solicitation
Supplier Selection
Order-routine Specification
Performance Review

v) Proposal Solicitation: After searching the suppliers, contacting them or getting
contacted by them, the buying organization invited suppliers to submit their
proposals. Suppliers generally send quotations, catalogues or sales representatives to
buyer organisations. Some buyer organisations may ask the proposal in specific
formats. Proposal development is a tactful and complex process. In the supplier point
of view proposal development requires understanding of requirements, skilful
writing and presentation skills. Then the proposal is sent to buyer organization.
vi) Supplier Selection: Various proposals received by the buying organisations in the
previous stage are screened at this stage and choice is made. Evaluation of suppliers
and their proposals is the significant part of this stage. The organizations mostly
select suppliers on the basis of delivery capability, consistent quality, fair price,
reputation etc. It depends on various buying situations.
vii) Order-routine Specification: At this stage the industrial buyer formally deals with
selected supplier by providing the details of technical specification. The quantity
needed warranty etc. The supplier after getting the specifications gets ready to
deliver the sample product or service or to fulfil the final requirements of the buying
organisation.
viii) Performance Review: This is considered as the final stage of industrial buying.
This may be a very simple or a complex process. The buyer organisation reviews the
performance of suppliers directly through the sample or indirectly through other
ways.

2.8 Know Your Progress





Define Industrial buying behaviour and elaborate its characteristics.
Describe various types of industrial buying situations.
Illustrate various factors influencing industrial buying behaviour.
What are the stages of industrial buying?
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Unit-3
Consumer Behaviour And Lifestyle Marketing
Structure
3.1 Learning Objectives
3.2 Introduction
3.3 Demographics, Psychographics and Lifestyle
3.4 Characteristics of Lifestyle
3.5 Influences on Lifestyle
3.6 Approaches to Study Lifestyle
3.7 Lifestyle Segmentation
3.8 VALS – Values, Attitude & Lifestyle
3.9 The VALS Framework
3.10 VALS – II
3.11 Marketing Using VALS
3.12 Know Your Progress

3.1 Learning Objectives
After reading this unit you should be able to:
• define the concept of lifestyle marketing
• describe the role of lifestyle analysis and other approaches to study of consumer
behaviour.
• identify the characteristics of lifestyle
• learn about AIO inventory and VALS and VALS – II classifications used in
“Lifestyle Analysis"
• describe the application of VALS in marketing.

3.2 Introduction
Lifestyle marketing is a process of establishing relationships between products offered
in the market and targeted lifestyle groups. It involves segmenting the market on the
basis of lifestyle dimensions, positioning the product in a way that appeals to the
activities, interests and opinions of the targeted market and undertaking specific
promotional campaigns which exploit lifestyle appeals to enhance the market value of
the offered product. The Marketing Dictionary of Rona Ostrow and Sweetman R. Smith
describes lifestyle as "a distinctive mode of behaviour centred around activities,
interests, opinions, attitudes and demographic characteristics distinguishing one
segment of a population from another. A consumer's lifestyle is seen as the sum of his
interactions with his environment. Lifestyle studies are a component of the broader
behavioural concept called psychographics." Harold W. Berkman and Christopher
Gilson define lifestyle as "unified" patterns of behaviour that both determine and are
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determined by consumption. The term "unified patterns of behaviour" refers to
behaviour in its broadest sense. Attitude formation and such internal subjective
activities may not be observable, but they are behaviour nonetheless. Lifestyle is an
integrated system of a person's attitudes, values, interests, opinions and his over
behaviour.

3.3 Demographics, Psychographics and Lifestyle
Demographic variables help marketers “locate" their target market and psychographic
variables provide the marketer with more insight about the segment. Psychographics is,
in common parlance, lifestyle analysis or AIO research. In its most widely practised
form, a psychographic study consists of a long list of statements designed to capture
relevant aspects of a consumer, like personality, hinting motives, interests, attitudes,
beliefs and values. When the study becomes oriented towards a particular product, the
consumers have to respond to statements which are selected for the purpose i.e., on
products, brands, services, competitive situations etc.
The demographic and psychographic lifestyle approaches are highly complementary
and work best together. People hailing from the same sub-culture, social class and even
occupation follow quite different lifestyles. He / She may choose to have a "belonging"
lifestyle, which will be reflected in his / her wearing conservative clothes, spending
considerable time with her family and participating in social activities. Or she can be an
"achiever" marked by an active personal life and playing hard when it comes to travel
and sports. It can be seen that lifestyle depicts the “whole person" in active interaction
with his environment.
The lifestyle analysis adds a great amount of understanding to a typical demographic
description. A person buying a new designer shirt may be 34 years old, married and
living in a three-bedroom house and having 2 children. The lifestyle analysis would help
marketers to paint a more human portrait to their target market.
For instance, the "young, upwardly mobile" lifestyle group cutting across sub-cultures,
social class, occupation etc. is now being increasingly used by Indian marketers as their
market group. This finds its expression in advertising appeals "He loves the feel of the
city... The skyscrapers... The crowds... The pretty faces... And the heedy feeling of
being successful... Above all the freedom of being himself." So says the advertisement
for Pantaloon cotton trousers from Manz Wear. Another advertisement for men's
underwear from Bhilwara loudly announces "for the man who plays many roles-here
comes the very best in wearunders via the grand fashion avenues of Paris...Champs
Elise". The behavioural differences between prospects that do not show up in
demographic figures come alive in lifestyle patterns. Lifestyle, analysis leads to more
comprehensive and penetrating profiles of how consumers think and act than may be
available from other approaches.
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3.4 Characteristics of Lifestyle
Feldman and Theilbar describe lifestyle by the following characteristics:
1 Lifestyle is a group phenomenon - A person's lifestyle bears the influence of his/her
participation in social groups and of his/her relationships with others. Two clerks in the
same office may exhibit different lifestyles.
2 Lifestyle pervades various aspects of life - An individual's lifestyle may result in
certain consistency of behaviour. Knowing a person's conduct in one aspect of life may
enable us to predict how he/she may behave in other areas.
3 Lifestyle implies a central life interest - For every individual there are many central
life interests like family, work, leisure, sexual exploits, religion, politics etc. that may
fashion his interaction with the environment.
4 Lifestyles vary according to sociologically relevant variables - The rate of social
change in a society has a great deal to do with variations in lifestyles. So do age, sex,
religion, ethnicity and social class. The increase in the number of double income
families and that of working women have resulted in completely different lifestyles in
the 1980's in India.

3.5 Influences on Lifestyle
Cultural and societal variables establish the outer boundaries of lifestyle specific to our
culture. The interaction of group and individual expectations and values creates a
systematic pattern of behaviour. This is the lifestyle pattern that determines purchase
decisions. When goods and services available in the market are in tune with lifestyle
patterns and values, consumer market reactions are favourable. And purchases that
reinforce these patterns further illuminate these lifestyles. Lazer's lifestyle hierarchy
brings out these interactions.

(Hierarchy of Influences on Lifestyles)
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3.6 Approaches to Study Lifestyle
The study of lifestyle is interdisciplinary. It draws on a variety of disciplines such as
anthropology, psychology, sociology and economics. Marketing uses this eclectic
approach for segmenting, targeting and positioning which forms the core of marketing
strategy. Because lifestyle refers to the way in which people live and spend money,
consumers psychographic profiles are derived by measuring different aspects of
consumer behaviour such as:
1. Products and services consumed
2. Activities, interests and opinions
3. Value systems
4. Personality traits and self-conception
5. Attitude towards various product classes
Many approaches are available to the study of psychographic variables. One of the ways
is to study the lifestyle variables by an AIO (Activities, Interests & Opinions) inventory
for use in segmenting, targeting and positioning. Another lifestyle approach is by using
VALS typology. We will expand on these concepts now.
AIO Inventories - AIO studies envisage a wide variety of variables and measures the
major dimensions shown below:
Activities

Interests

Opinions

Demographics

Work

Family

Themselves

Age

Hobbies

Home

Social

Education

Social events Job

Politics

Income

Vacation

Business

Community

Occupation

Entertainment Recreation

Economics

Family size

Club member Fashion

Education

Geography

Community

Food

Products

City size

Shopping

Media

Future

Lifecycle

Sports

Achievements Culture

Dwelling

Source: Joseph T. Plummer--The Concept and Application of Lifestyle Dimensions,
Journal of Marketing.
Let us take a closer look at these variables:
 What are activities? Activities indicate how a consumer/family spends his/her/their
time.
 What are interests? Interests are a family's or consumer's preferences or priorities.
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 What are opinions? Opinions are how a consumer feels about a wide variety of
events and things.
In order to explore an individual’s activities, interests and opinions, respondents are
given lengthy questionnaires in which they are asked how strongly they agree or
disagree with statements such as:
 I would like to become an actor.
 I usually dress for fashion and not for comfort.
 A woman's place is in the house.
 I-often have drinks before dinner.
 I love the outdoors.
 etc.
These statements can be general or product-specific. They can be pertaining to
individual or family/household. In constructing an inventory of such lifestyle statements
researchers first go through market research studies that might be of help in isolating
psychographic variables. Motivation research studies which reveal consumer's
reflections on their experiences and needs are a good source. Based on such reviews
psychographic statements are prepared which bring out the range of activities, interest
and opinions that the researcher wishes to evaluate. In constructing a psychographic
inventory, it has to be thoroughly assessed whether consumers will understand the
meaning of the each of the statements as the marketer expected them to be interpreted. It
is also important to avoid statements that lead consumers to make a socially acceptable
response which really does not reflect their true feelings or likely ways of interaction
with environment. In responding to an inventory as explained above consumers are
usually asked to rate in a quantifiable rating scale as is used in marketing research
studies, the extent of their agreement or disagreement with each statement and results
are statistically evaluated. Thus, psychographic research produces quantifiable insights
that are usually presented in tabular format. The measurement is similar to the
measurement of personality traits in that it requires the use of self-administered
questionnaire or inventories.

3.7 Lifestyle Segmentation
Segmentation is an integral part of marketing strategy of any organization for
any product. It is important to know the different segments that exist in the
possible target customers to ensure that a product is positioned to the right segment
of people. It actually means dividing a market into sub-segments and each segment have
something in common.
It helps in identifying a different set of people who are interested in
different products and look for specific featured or prices in a product. This
segmentation can further be understood and segregated on the basis of various dividing
identifiers like geographic, demographics, and many more.

Odisha State Open University

28

Bachelor of Business Administration (BBA)

Among the various types of segmentation, lifestyle segmentation holds its value in a
unique way. As the word suggests, lifestyle means the way of living a consumer is
pursuing and then based on these ways of living they are grouped to form the lifestyle
segment. The importance of lifestyle segmentation comes at two very important phases
of the lifecycle of a product.
The study of the lifestyle of consumers helps the marketers understand the right need of
customers so making a decision about what product should be targeted to which
customer set becomes easy. And another significant phase is the product communication
as it tells what communication message needs to be portrayed in front of the target
audience to ensure they can relate to it.
Lifestyle segmentation helps in understanding the customer requirements better and
based on which marketers can take appropriate decisions of rightly placing the products
in the right market segments.
The lifestyle of consumers consists of many aspects and to do the segmentation on this
basis, it is important to understand these different aspects. These aspects help in
delivering the customized services and good quality products. These lifestyle aspects are
majorly divided into below as per the commonly used tool called AIO (Activities,
Interests, and Opinions): 

Activities – What are the daily activities of the consumers in which they are
spending their time and money?



Interests – What are the interest of consumers?



Opinions – What do they think about various issues, people, and surroundings?



Demographics – What category in terms of age groups, gender, income, and
occupation they belong to?

All the above aspects are important to define the lifestyle of consumers and finally to
come up with the lifestyle segmentation. Let us now understand the AIO with examples.
Activities of consumers help a marketer in understanding the kind of work a consumer
does or the ways he/she keeps him/her indulged on a daily basis like work, hobbies,
social events, vacations, entertainment, club membership, community, and many more.
These activities decide the person’s routine for e.g., if we have a sales guy whose job
involves a lot of traveling on a daily basis then we know that his work is exposing him
with a lot of outdoor activities. On the other hand, a person who works in a BPO will be
the one who is sitting and talking to people regularly. There will be a huge difference
between these two types of people and similarly multiple profiles can be generated on
the basis of the activities that a consumer performs daily.
Interests are the next part of understanding a customer’s lifestyle. A consumer may have
multiple interests like someone may like to go out and see movies, on the other hand,
another person may like to watch live sports for entertainment.
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Interests can be in any form or towards any particular thing like family, home, job,
community, recreation, fashion, food, and other areas of interest. These are an important
factor for a marketer to decide what is the next thing that a consumer is looking for and
finally to have the right kind of segmentation.
Then comes the Opinions which again different people will have different on various
topics of general availability all around. These opinions may be related to anything
social issues, themselves, politics, business, economics, education, products, etc.
Suppose a consumer is very much attached to a particular social issue and a promotional
campaign involves the negative side of that social issue, then as a marketer, you
immediately lose the interest of that particular consumer. Culture, emotions, and
family values are really very important, it becomes a significant deciding factor when
segmenting the customers in a category.

3.8 VALS – Values, Attitude & Lifestyle
The acronym VALS, (for "Values, Attitudes and Lifestyles") is a psychographic
segmentation. VALS is actually a proprietary term of SRI international. VALS is one of
the primary ways to perform psychographic segmentation The term was developed by
social scientist and futurist Arnold Mitchell. He developed the VALS framework to
determine different classes of people who had varying values, attitudes and lifestyle.
The main dimensions of the segmentation framework are primary motivation (the
horizontal dimension) and resources (the vertical dimension). The VALS approach is
derived from a theoretical base in Maslow's work (1954).
VALS is a qualitative methodology used to understand how consumers think. All three
terms are intangible in nature and therefore give an idea of the inert nature of the
consumer. This way marketers can create more effective messages focused on their
interests. Segmentation is determined by considering various types of customers having
different types of resources at their disposal as well as the amount of
primary innovation they could accept or create.
Let’s take income as an example. If you are a person with high income your lifestyle
would probably include habits like dining out of home frequently and that too in top
class restaurants, wearing only branded clothes and buying the best cars out there.
Whereas if you are a middle-class income group consumer, you would be more wary of
spending money and would rather concentrate on savings.
Thus, the people with low resources were low on innovation and the ones with higher
resources were higher in innovation. This formed the basis of the VALS framework.

3.9 The VALS Framework
The VALS framework was developed keeping a consumer’s resources as well as his
capacity to accept innovation in mind. There are two factors were determined to be
critical to define the values attitude and lifestyle of any consumer.
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a) Resources: Included resources available to an individual such as income, education,
intelligence, emotional support, etc.
b) Primary motivation: Which determined what actually drives the individual. It
might be knowledge, the desire to achieve something or is it to be social.
After researching more than 1500 consumers, Arnold Mitchell actually divided
consumers into 9 different types based on the number of resources they had as well as
their capacity for primary motivation. Those nine lifestyle types are: innovators,
thinkers, achievers, emulators, achievers, strivers, experiences, makers, and survivors.
these are discussed in details below.
i) Innovators: The class of consumer at the top of the VALS framework. They are
characterized by High income and high resource individuals for whom independence
is very important. They have their own individual taste in things and are motivated in
achieving the finer things in life.
ii) Thinkers: A well-educated professional is an excellent example of Thinkers in the
VALS framework. These are the people who have high resources and are motivated
by their knowledge. These are the rational decision-making consumers and are well
informed about their surroundings. These consumers are likely to accept any social
change because of their knowledge level.
iii) Believers: The subtle difference between thinkers and believers is that thinkers
make their own decisions whereas believers are more social in nature and hence also
believe other consumers. They are characterized by lower resources and are less
likely to accept innovation on their own. They are the best class of word-of-mouth
consumers.
iv) Achievers: The achievers are mainly motivated by achievements. These individuals
want to excel at their job as well in their family. Thus, they are more likely to
purchase a brand which has shown its success over time. The achievers are said to be
high resource consumers but at the same time, if any brand is rising, they are more
likely to adopt that brand faster.
v) Strivers: Low resource consumer group which wants to reach some achievements
are known as strivers. These customers do not have the resources to be an achiever.
But as they have values similar to an achiever, they fall under the striver category. If
a striver can gain the necessary resources such as a high income or social status then
he can move on to becoming an achiever.
vi) Experiencers: The group of consumers who have high resources but also need a
mode of self-expression are known as Experiencers. Mostly characterized by young
adults, it consists of people who want to experience being different. This class of
consumers is filled up with early adopters who spend heavily on food, clothing and
other youthful products and services.
vii) Makers: These are consumers who also want self-expression but they are limited
by the number of resources they have. Thus, they would be more focused towards
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building a better family rather than going out and actually spending higher amount of
money. Making themselves into better individuals and families becomes a form of
self-expression for the Makers.
viii) Survivors: The class of consumers in the VALS framework with the least
resources and therefore the least likely to adopt any innovation. As they are not likely
to change their course of action regularly, they form into brand loyal customers. An
example can include old age pension earners living alone for whom the basic
necessities are important and they are least likely to concentrate on anything else.

(VALS Framework)

3.10 VALS – II
A modified version of VALS-I is VALS-II, where the VALS-II typology draws heavily
on Maslow's need hierarchy and tries to explain the lifestyle orientation of the various
segments based on the values sought by each of them in their life. VALS2 focuses on
psychological parameters of a customer as compared to the AIO or activities, interest
and opinions.
VALS 2 is divided into 8 lifestyle groups, which are: Strugglers, Makers, Strivers,
Believers, Experiencers, Achievers, Fulfillers and Actualizers. Let us look at each one
of them.
i) Strugglers: Firstly, Survivors or strugglers are financially needy people. They have
the least resources and thus, are the least likely to adopt any innovation. they are
poor, low-skilled, ill-educated, without strong social bonds, elderly and passive.
They avoid risk because of feeling powerless. It seems like their prime motive is to
meet safety and security demands. High income and high resource group for whom
independence is very important
ii) Makers: Makers are practical people with strong traditional values, constructive
skills, self-sufficiency, and enough income. They live within a conventional context
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of family, practical work, and also physical recreation. They have limited resources
and want to make themselves better individuals Makers are suspicious of new ideas,
politically conservative, and respectful of government authority but resentful
government intrusion on individual rights. For example, a religious leader having
traditional values. For example, students can be considered as survivors.
iii) Strivers: Strivers are attracted to others who exhibit qualities that they don’t have
but that they admire. They do not have resources but want to become achievers. They
inquire about motivation and self-definition. They expect to achieve goals through
wealth and often feel that life has dealt them a bad hand because of the less money.
Strivers feel easily bored because they are very impulsive. For example, an
unemployed person is looking for a job after completing graduation.
iv) Believers: Believers belong to a very conservative and profoundly moral mentality
similar to makers. They are considered as well-educated rational thinking consumers.
They seem like makers because of having conservative and traditional values. They
follow established routines organized by the family, social and religious
organizations. Their income, education, and energy are enough to meet demands. For
example, an adult person retired from government service
v) Experiencers: Experiencers are very young, energetic, enthusiastic, impulsive, and
rebellious people. They have high resources but also need a mode of self -expression
and love to indulge. They seek a variety of excitements but are politically
uncommitted and highly ambivalent about what they believe. They like to be
associated with outdoor activities, sports, recreational, and social activities. For
example, a teenager belongs to the group of experiencers.
vi) Achievers: Actually, achievers are work-oriented successful people. They want to
excel at their job and follow successful things. They like to feel in control of their
lives. They are also deeply committed to work and keep promises to family, society,
and career. Achievers respect authority because they prefer to keeping the promise
but are politically conservative. For example, an employed person is an achiever.
vii) Fulfillers: Thinkers are well educated rational thinking consumers. They are
enough adult and mature, well-educated, professional people with satisfying income.
They stay current with international and national events and are often tended to
increase knowledge. They are usually calm and self-assured because they depend on
their decisions. For example, a successful business is a Fulfiller.
viii) Actualizers: Finally, actualizers are highly successful people with self-esteem and
considerable resources in contrast to strugglers. They are high income and high
resource group for whom independence is very important. They are supervised by
both their principle and by the dreams around them. They want to be a leader in
government and business because of having enormous power and social
consciousness. For example, a political leader is an actualizer who can change
society with power.
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(VALS -II Framework)
Thus, the VALS framework can be used primarily to classify consumers based on their
values, attitudes and lifestyle. Once the classification has been done, marketers can
know which types of customers they want to target. Depending on their target customers
VALS, they can make up marketing strategies and promotional messages such that it
hits their audience at the right spot.

3.11 Use of VALS in Marketing
So now how does VALS affect a marketer? Being a marketer if you know what your
consumer is thinking, you would know what kind of promotions or communications
will attract him most. And how do you know what the consumer is thinking? By
determining his VALS. Each type of customer in VALS is thought to behave and
consume differently. VALS is a marketing tool used to predict consumer behaviour
based on their philosophical beliefs, mechanical and intellectual curiosity, among other
things. There are several ways marketer can apply the VALS methodology.
Let’s say you were a banker. What would you sell someone who had a high-income
lifestyle? You would sell them investment options and would also dedicate
a relationship manager to take care of their needs. In fact, the bankers also have a term
for high income individuals known as HNI – high net worth individuals. But, if your
lifestyle was that of a low-income customer, you are more likely to be targeted for
savings. To any business who is seeking to find more details about their audience.
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Using VALS methods in customer surveys
One method of using the VALS methodology to determine the direction a business
should take is to survey your market and customers. If you can convince enough of your
target market to complete a VALS survey, you can then use the data to determine how
strong your customers lean toward their wants and spending behaviours. If your
customers are primarily innovators or thinkers, they will consume quite differently than
someone who is maker or survivor. With this data, you can then determine if your brand
should take a new direction. A brand like Nike likely applied a similar strategy
when determining their buying audience was more in line with a younger, more socially
conscious customer base than the survivor.
Using VALS to create a product
Another method of applying VALS methodology to a marketing strategy is in product
creation. If you seek to attract a certain audience, you can use VALS as the basis for
brand and product creation. You then can reverse engineer the results. If you want to
attract an innovator or thinker and are in the tech industry, you would want to create
products and market them like how Apple runs its company. However, if you are
wanting to attract a maker or survivor, you would want to go more along the lines of
practicality and functionality rather than design and high-end features.
Limitation of VALS
VALS method can be fairly limiting, as most people do not fit into clearly defined
categories and are more likely complex beings that make a variety of statistically
irrational decisions. So, while VALS may be an excellent tool for a broad market,
people should be careful to not assume these results fully define the consumer audience,
again, as the Nike Kaepernick ad also did.
Tests shows some people are primarily makers and second experiencers. While this is
true, the results seem to be almost like a sort of astrology for marketers. Just vague
enough to apply no matter what. Because while these apply to some customers, one can
also say pretty much all the types apply to those customers to some extent
and generalizing a mass market in this way can be misleading. In conclusion, it can be
said that while VALS is a good source for brand identity and for targeting audiences, it
is far from a universal perfect targeting system that you can expect any audience to
believe in.
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(Developing Marketing Strategy Using STP)
Lastly, demographics are an important part of any kind of segmentation and for lifestyle
segmentation as well. They are playing as a usual vital role in the organisation. It
provides insights regarding what age-group a marketer is talking about, what are the
gender of the prospective consumers, which geography they belong to, their occupation,
and income levels always help in deciding up a direct customer-oriented strategy for
marketers.
Therefore, as marketers, the most important thing to remember is that lifestyle analysis
is an ongoing process. The interests, activities, opinions, and demographic changes with
time and situation. Everything in this dynamic world takes a shift, groups with
something else, changes due to various factors, and tastes are continuously changing.
New trends and social changes determine what the consumers will pick to do next.
Hence, it becomes utmost important to keep an ardent eye on all dynamics and
continuously change strategies according to these changing factors. Lifestyle
segmentation is periodic, consistent, and never-ending.

3.12 Know Your Progress
 What are the characteristics of lifestyle?
 Describe the lifestyle segmentation process.
 What is VALS? Write in details on VALS framework.
 Explain VALS -II and its applications.
 How VALS can be used in marketing?
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