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( Solved )

CONSUMER BEHAVIOUR
Time: 3 Hours ] [ Maximum Marks : 100

(Weightage 70%)

Note: (i) Attempt are three questions from Section-A.
(ii) Section-B is compulsory.

(iii) All questions carry equal marks.

SECTION – A
Q. 1. (a) What do you understand by the term

‘consumer behaviour’? Discuss the applications of
consumer behaviour in designing the marketing
mix.

Ans. Ref.: See Chapter-1, Page No. 1, ‘Nature
of Consumer Behaviour’ and Page No. 3,
‘Applications of Consumer Behaviour in Marketing’.

(b) Explain the AIO Inventories method for
studying lifestyle, giving suitable examples.

Ans. Ref.: See Chapter-2, Page No. 11,
‘Approaches to Study Lifestyle’ and ‘Application of
AIO Studies’.

Q. 2. (a) What is organisational buying
behaviour? Explain its characteristics.

Ans. Ref.: See Chapter-3, Page No. 19, ‘What is
Organisational Buying Behaviour?’ and ‘Organisational
Buying Behaviour : Some Typical Characteristics’.

(b) You are the marketing manager of a
company that sells washing machines. How will
you respond to the post-purchase feelings of your
customers?

Ans. Ref.: See Chapter-15, Page No. 132,
‘Developing An Attitude to Post-Purchase Behaviour’,
Page No. 136, Q. No. 3 and Q. No. 4.

Q. 3. (a) Explain the term ‘information
processing’ and discuss its marketing implications.

Ans. Ref.: See Chapter-13, Page No. 112,
‘Concept of Information Processing’ and Page
No. 118, ‘Marketing Implications of the Information
Processing’.

(b) Define culture and subculture. How does
subcultural analysis help a marketer in the
segmentation exercise?

Ans. Ref.: See Chapter-11, Page No. 96, ‘Culture:
Meaning and Significance’ and Page No. 98, ‘Subculture
and their Influences’ and Page No. 101, Q. No. 3.

Q. 4. Write short notes on the following :
(a) Stages in the perceptual process
Ans. Ref.: See Chapter-4, Page No. 29, ‘Stages

in the Perceptual Process’.
(b) Maslow’s hierarchy of needs
Ans. Ref.: See Chapter-5, Page No. 44, Q. No. 2.
(c) The functions of consumer attitude
Ans. Ref.: See Chapter-6, Page No. 49, ‘The

Functions of Consumer Attitude’.
(d) Theories of learning
Ans. Ref.: See Chapter-7, Page No. 57, ‘Theories

of Learning’.
(e) Trait theory of personality
Ans. Ref.: See Chapter-8, Page No. 66, ‘Traits

Theory of Personality’.
SECTION – B

Q. 5. (a) What is a reference group? Name two
reference groups that are important to you. In what
ways do they influence you in your purchasing
behaviour? Discuss taking example of any product
of your choice.

Ans. Ref.: See Chapter-9, Page No. 83, Q. No. 3.
(b) Briefly explain the family life cycle concept.

Which stage(s) of the family life cycle would be an
attractive segment for the following products and
why?
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(i) Life insurance policy
Ans. Life Insurance: At the post-parenthood

stage (Older, married, with children), the family’s
financial position starts to improve because of career
progress and also because wives may return to work.
They present an active market for life insurance, as
for them family security becomes important.

(ii) Fast food restaurants
Ans. Bachelorhood, Honeymooner and Parent-

hood consitute the most lucrative segment for Pizza
Takeaway Restaurant.

Nothing like a real example to better understand
the five stages of the Consumer Buying Decision
Process. Maybe this situation sounds familiar to you.

Stage 1-Need recognition: It’s sunday night.
You’re hungry (internal physiological stimuli) and
there is nothing in the fridge. You will order food
(statement of need).

Stage 2-Information search: You already have
ordered to the Indian restaurant in your street last
month (internal information). A friend recommended
a pizzeria in your neighbourhood (external
information from environment). And this morning
you've found a flyer for a sushi restaurant in your
mailbox (external information from advertising).

Stage 3-Alternative evaluation: You have a bad
opinion of the Indian restaurant since you’ve been
sick the last time (inept set). The pizzeria is both
recommended by your friend and also happens to be
a well-known brand (positive perception – evoked

set). As for the Sushi Restaurant, it got good reviews
on Tripadvisor (positive perception-evoked set).

Stage 4-Purchase decision: After evaluating the
possibilities, you’ve decided to choose the well-known
pizza delivery chain. In addition, a new episode of
your favorite TV show is broadcasted tonight on TV.

Stage 5-Post-purchase behaviour: The pizza
was good (positive review). But you know there was
too many calories and you regret a little bit (mixed
feelings about yourself). The next time you will choose
the sushi restaurant. There is less fat in sushi than
pizza (next purchase behaviour).

(iii) Luxury products
Ans. Luxury Products: The Bachelorhood

Stage (Young and single) and post parenthood stage
of the life cycle constitute the most lucrative segment
for luxury products. In the bachelor stage of the life
cycle, income is low relative to future earnings, since
most bachelors are just beginning their careers.
However, there are few financial burdens. They there-
fore have relatively high discretionary incomes. They
tend to spend substantial amounts on personal
consumption items, food, clothing, transportation,
certain luxury goods entertainment, vacations, and
possibly even a car. At post parenthood stage with
no children living at home, the financial position
stabilises and savings accumulate. Hobbies also
become an important source of satisfaction. More is
spent on luxury appliances, home decorating items,
magazines and health products.
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1Consumer Behaviour: Nature, Scope and Applications

INTRODUCTION

In earlier times it used to happen that whatever was
produced by the producers was bought by the
consumers. There was no consideration given to the
preferences of the buyers and even the buyers also had
to buy whatever was being sold to them. But, today the
picture is completely different. But with the passage of
time the question that came was who the consumers
are? and what are their needs that need to be fulfilled?
Will the consumers turn up again after they consume
the product once and if the product is a consumer durable
(such as Refrigerator, Television etc.), will they spread
a good word about the company. All such questions
became necessary as the competition increased in the
market and then it became necessary to know whether
the consumers are satisfied or not. With this, a new
termed was coined known as “Post Sales Services” and
studies were being done to know what does the
consumer think about the product. It then became
necessary to study the behaviour of the consumer.

CHAPTER AT A GLANCE

NATURE OF CONSUMER BEHAVIOUR
When defining the nature of anything, it means

we have to state as to what are the things included in
it. Similarly, when it comes to defining the nature of
Consumer Behaviour, it means that what are the points
to be included in consumer behaviour. They are:

CONSUMER
BEHAVIOUR

CONSUMER BEHAVIOUR: ISSUES AND CONCEPTS

Who are to be considered as consumers?
What are the factors involved while making the

buying process?
The above two points can be explained below.

WHO IS A CONSUMER?
Before defining the term consumer, let us define

the term customer. Any person or organisation who
buys a product (goods / services) is a customer. Now
the question arises that whether this customer is
consuming the product or is just passing away it to
other customers. A consumer is any person or
organisation who finally consumes the product to avail
its benefits and is able to state the positives and
negatives of the product.

For example, a dealer of the refrigerator is buying
the refrigerators from  a particular company in bulk is just
a buyer who is buying the product for the purpose of his
business and then sell them to individuals. In such a case
the individuals who are buying the refrigerators are the
final consumers of the product and the company would
know the feedback of these individuals as to what the
reasons for which they bought their product and vice-versa.

Similarly, in another case where an organisation
buys the services of a mobile company for all its
employs and is paying the bill for the usage is
concerned what plan has the service provider has given
to the organisation and the service provider is
concerned whether the organisation is getting all the
required services or not. In this case instead of an
individual, a whole organisation is a consumer.
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WHAT IS A DECISION PROCESS?
While defining the nature of consumer behaviour,

we came across two major points which are to be
considered i.e., who consumers are which is defined
above and what are the factors involved while making
a buying process for which we would be studying the
decision process.

As the term states, it is a whole process before the
final decision is made for the purchase of any item.
There are a lot of factors which plays an important
role in the decision of anything and only after a proper
analysis is being done any final decision is being made.

SCOPE OF CONSUMER BEHAVIOUR
Scope of anything means as to what all can be

included in it or it could be said that what is the widest
area up to which the boundary can be extended of the
particular topic. We have seen earlier that the basic
points that are included in consumer behaviour are who
can we call our consumers and how do they proceed
for the decision-making process. Apart from this there
are factors which are responsible for the buying
decisions made are the influences being made by the
peer groups, social factors, the money factor, the
influences being made by the family members and ones
own choices. Also, whether for buying a product the
collective decision is required or it can be done without
the consent of others.

DECISION PROCESS

Problem Recognition

Information Search

Evaluation of
Alternatives

Purchase Decision

Post-Purchase
Behaviour

The diagram above is given by scholars. It says
that the buying process starts with the recognition of
the problem, then the process of information search
begins which is then followed by the evaluation of each
alternative as to which is the best according to the needs
required and the budget. Finally the purchase decision
is being made and then comes is the post-purchase
decision as to whether the decision made was correct
or not.

Let us move to the example taken above and see
according to the process given above. If taking the first
case then, the individual got to understand that they need
a refrigerator in their home as they need it in summers
and otherwise too. Hence, they moved to the second
step i.e., Information Search as to what are the different
options available in the market of the refrigerators,
having different facilities and what are the different
prices. Then all these options are being evaluated as to
which is best according to their requirements and needs
and according to their budget. After the complete
evaluation is being done, then the final decision is being
made as to this is the particular refrigerator to be bought.
And then the next step which in today's scenario is most
important is that the post-purchase behaviour, whether
the consumer is happy or not. It is so because only if
the consumer is happy he / she will spread the good
word about the company and the product bought.

Six stages to the Consumer Buying Decision
Process (For complex decisions). Actual purchasing is
only one stage of the process. Not all decision processes
lead to a purchase. All consumer decisions do not always
include all six stages, determined by the degree of
complexity.

The six stages are:
1. Problem Recognition (awareness of need)–

Difference between the desired state and the actual
condition. Deficit in assortment of products. Hunger–
Food. Hunger stimulates your need to eat.

Can be stimulated by the marketer through product
information did not know you were deficient? i.e., see a
commercial for a new pair of shoes, stimulates your
recognition that you need a new pair of shoes.

2. Information Search:
Internal search, memory.
External search if you need more information.
Friends and relatives (word of mouth). Marketer
dominated sources; comparison shopping;
public sources etc.

A successful information search leaves a buyer with
possible alternatives, the evoked set. Hungry, want to
go out and eat, evoked set is:
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Chinese food
Indian food
Burger king
Klondike kates etc.

3. Evaluation of Alternatives: Need to establish
criteria for evaluation, features the buyer wants or does
not want. Rank/weight alternatives or resume search.
May decide that you want to eat something spicy, Indian
gets highest rank etc.

If not satisfied with your choice then returns to the
search phase. Can you think of another restaurant? Look
in the yellow pages etc. Information from different
sources may be treated differently. Marketers try to
influence by “framing” alternatives.

4. Purchase Decision: Choose buying alternative,
includes product, package, store, method of purchase
etc.

5. Purchase: May differ from decision, time lapse
between 4 and 5, product availability.

6. Post-Purchase Evaluation: Outcome:
Satisfaction or Dissatisfaction.

Cognitive Dissonance, have you made the right
decision. This can be reduced by warranties, after sales
communication etc.

After eating an Indian meal, may think that really
you wanted a Chinese meal instead.

INDIVIDUAL DETERMINANTS
Determinants are those points which determine

something or are responsible for the happening of a
particular thing. Similarly, talking of the individual
determinants, the self points which affect the decision
process are as follows:
Individual Personality

An individual’s personality is the most crucial
element of the decision made by him / her. It largely
depends on the individual’s personality. If an individual
is very simple living person then in such a case his choice
would also be accordingly and vice versa.
Attitude

Attitude of any person is the way he / she think
regarding life. Similarly, thinking of any person
determines his choice, the way he deals with the
challenges of the life and the different adoptions done
by him / her to win over them.
Peer Group

Any person is known by the company he / she keeps.
Similarly, the behaviour, choice, attitude and way to deal
the life largely depends on the kind of peer group friends
are there in the surrounding and it affects a lot.

EXTERNAL ENVIORNMENT
Educational Background

The kind of educational background received by
any person plays an important role in defining his/her
character. Repercussion of the same would be that it
will affect the thinking, choice, the behaviour and finally
would be affecting the purchase decisions.
Social Environment

The social surroundings of any person lay a lot of
importance. Say for example, a girl wants to decide
which type of sari she should wear in a particular
marriage function. Hence, if her social surroundings
would be of such kind that they permit her to be simple,
she would  like that but if not so then in such a case she
will buy a designer sari.
Cultural Upbringing

This means that what kind of cultural values have
been given to the children during their upbringing was
done. If a family is very strict and dose not allow any
kind of western wears to their children then in such a
case, the children would not buy the western clothes
and where it is allowed, they would be buying such
things.
Family Background

How family background is important. What ever
values a family would have in them, the same would be
passed on to the children as family is first school for
nay child and hence a thorough study is required for the
same. Whatever a child sees from the childhood is
inculcated in him for the future and same behaviour is
developed by him.
Other Influences

Apart from the above given influences, there are
other influences also which at times determine a lot
about the behaviour and purchase decisions made. For
example, a small child is after his parents for them to
buy him a new bike to go to college because all his
friends also have the same and then when parents give
the new bike, it's a purchase decision due to some other
influences.

APPLICATIONS OF CONSUMER
BEHAVIOUR IN MARKETNG

As we have read in the beginning, today the desires
and wants of the consumers are primary, it is important
to know as to what the consumer thinks and what he
wants and then only accordingly the product is
developed. Consumer Behaviour has a number of
applications in marketing which are as follows:

www.neerajbooks.com

www.neerajbooks.com



www.neerajbooks.com

Neeraj  
Publications

4 / NEERAJ : CONSUMER BEHAVIOUR

Determining the P’s of Marketing Product
In marketing, a product is anything that can be

offered to a market that might satisfy a want or need. In
retailing, products are called merchandise. In
manufacturing, products are purchased as raw materials
and sold as finished goods. Commodities are usually
raw materials such as metals and agricultural products,
but a commodity can also be anything widely available
in the open market. In project management, products
are the formal definition of the project deliverables that
make up or contribute to delivering the objectives of
the project.

In general usage, product may refer to a single item
or unit, a group of equivalent products, a grouping of
goods or services, or an industrial classification for the
goods or services.

After knowing the behaviour of the consumer, the
company chooses the product to be finally made for the
consumers or if there is a specific product already in
existence then in such a case the company can alter its
existing product and make necessary changes in the
product according to the needs of the consumers.
Price

Pricing is one of the four Ps of the marketing mix.
The other three aspects are product, promotion, and
place. It is also a key variable in microeconomic price
allocation theory. Price is the only revenue generating
element amongst the 4ps, the rest being cost centres.
Pricing is the manual or automatic process of applying
prices to purchase and sales orders, based on factors
such as: a fixed amount, quantity break, promotion or
sales campaign, specific vendor quote, price prevailing
on entry, shipment or invoice date, combination of
multiple orders or lines, and many others. Automated
systems require more setup and maintenance but may
prevent pricing errors. Price is one of the biggest factors
which affect the sales of a particular product. The price
of any product should match with the benefits it provides
to the consumers as any person before buying the
product does compare the no. of benefits it gives to the
consumer as compared to the price.
Place

Distribution (or place) is one of the four elements
of marketing mix. An organisation or set of organisations
(go-betweens) involved in the process of making a
product or service available for use or consumption by
a consumer or business user.

Place states as to what are the places where the
particular product is available. It is more important in
the case of the FMCG products as for such products the

reach of the product should be to the interiors of the
areas.
Promotion

Promotion involves disseminating information
about a product, product line, brand, or company. It is
one of the four key aspects of the marketing mix. (The
other three elements are product marketing, pricing, and
distribution).

Promotion is generally sub-divided into two parts:
Above the line promotion: Promotion in the
media (e.g. TV, radio, newspapers, Internet and
Mobile Phones) in which the advertiser pays
an advertising agency to place the ad.
Below the line promotion: All other
promotion. Much of this is intended to be subtle
enough for the consumer to be unaware that
promotion is taking place. e.g. sponsorship,
product placement, endorsements, sales
promotion, merchandising, direct mail, personal
selling, public relations, trade shows

The specification of these four variables creates a
promotional mix or promotional plan. A promotional
mix specifies how much attention to pay to each of the
four subcategories, and how much money to budget for
each. A promotional plan can have a wide range of
objectives, including: sales increases, new product
acceptance, creation of brand equity, positioning,
competitive retaliations, or creation of a corporate
image.

The term “promotion” is usually an “in” expression
used internally by the marketing company, but not
normally to the public or the market–phrases like
“special offer” are more common.

An example of a fully integrated, long-term, large-
scale promotion is My Coke Rewards and Pepsi Stuff.

It is very important for any organisation that the
company should use the best promotion policy so that
the right marketing strategy could be adopted.
Finding the Target Customer

A target customer start with the Target Marketing
involves breaking a market into segments and then
concentrating your marketing efforts on one or a few
key segments.

Target marketing can be the key to a small business's
success.

The beauty of target marketing is that it makes the
promotion, pricing and distribution of your products
and/or services easier and more cost-effective. Target
marketing provides a focus to all of your marketing
activities.
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