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Task 1

Study Task

1. Explain what services are.

Services are comprised out of deeds, processes and performance. They are intangible which means that they cannot be touched seen or felt. In order for a service to take place there must be human interaction, this means that there has to be a server and a person who receives the service. An example of a service is car wash centre where they offer the service of washing your car.

2. Explain the taxonomies of services and give the nine categories for classifying services.

The nine categories for classifying services:

1. Services and goods.

Goods or services contain a mixture of tangible and intangible elements.

A combination of intangibility and tangibility often occurs when services are offered in addition to goods.

The distinction between various roles of services:

· A pure service exists where there is little if any evidence of tangible goods.

· Services adding value to a tangible good.

· Services adding value to goods more fundamentally by making them available in the first place.

Pure services are unimportant while pure goods are important. Buying goods results in the transfer of a material object an exchange of title. This is not the case with services. When services are bought no exchange of title take place. Such an exchange is always at stake when buying goods.

2. Profit versus non profit.

Differences can be made between the profit and non profit sector.

When you start a business, it is for the financial benefit of its owners and/or shareholders. Profit is the goal and the business pays taxes on that profit. A nonprofit entity has a mission that benefits the greater good of the community, society, or the world. It does not pay taxes, but it also cannot use its funds for anything other than the mission for which it was formed. Nonprofit organizations can and do make a profit, but it must be used solely for the operation of the organization or, in the case of a foundation, granted to other nonprofit organizations. When a for-profit organization goes out of business, its assets can be liquidated and the proceeds distributed to the owners or the shareholders. When a nonprofit goes out of business, its remaining assets must be given to another nonprofit. 

3. Markets and industries.

A market is a mechanism for buyers and sellers to exchange goods and services, while an industry is a collection of companies that compete with one another. An industry might be segmented by type of supplier or type of distribution (or some other distinguishing characteristic).  For example, let's examine publishing.  You might have newspaper publishers, magazine publishers, and book publishers. Market segments might describe different types of customers.  Each of these segments could have unique 'needs' or might be attracted to varying advertising methods.

4. Internal or external services.

Most of the services can be offered internally in the firm to other departments as well as external to outside to the market. 

5. Consumer, customer, client and consumer behaviour.

Customers have different buying behaviours and problem solving behaviours. Sometimes one person is involved in buying services and the service encounter while in other instances many people are involved in this buying process. 

Customers may search for information about a product before buying it and this information could depend on the decision that the customer buys that product or not.

Buying behaviours may also depend on specific purposes at different occasions/domains. The domain specificity is related to the degree of commitment and involvement of the service, both may differ between high and low but will be different to a particular customer and a particular client. This will depend partly on the value of the service to the customer.

6. Service provider and customer relationship: customer loyalty.

The relationship between the service provider and the customer. Customer loyalty is used to describe the behavior of repeat customers, as well as those that offer good ratings, reviews, or testimonials. Some customers do a particular company a great service by offering favorable word of mouth publicity regarding a product, telling friends and family, thus adding them to the number of loyal customers. However, customer loyalty includes much more. It is a process, a program, or a group of programs geared toward keeping a client happy so he or she will provide more business.

7. The service provider’s knowledge, skills and capacity.

The capacity of the service organization has to do with the ability to react properly to temporal changes in demand.

What extent is the service provider able to customize its offerings to individual preferences or differentiate in its offerings between core services and the improved service?

8. The service delivery process.

The process of delivering services differs in the difficulty. This is reflected in the way the service provider’s knowledge, skills and capacity are applied.  The difficulty of the service delivery process from very high to very low. The difficulty of service is partly reflected in the degree of differentiation. 

9. The physical site of the service delivery.

An organisation may have one or more service delivery outlets. An organisation with a devolved structure for service delivery may or may not devolve all functions to the service delivery outlet level. It is common for administrative functions, including personnel management, to be retained at a higher or central level of an organisation. The service delivery outlet is the lowest level of an organisation at which, or from which, services are delivered. The site from which a service is delivered relates to the physical location of the service and is to be clearly differentiated from the service delivery setting which refers to the type of physical setting in which a service is actually provided to a client (e.g. client's home, non-residential treatment facility etc).

3. Explain the tangibility spectrum.

The tangibility spectrum means that services tend to be more intangible than manufactured products, and manufactured products tend to be more tangible then services. But this does not mean that a service is mainly intangible, for example BMWs main objective is to sell cars (products) but it also offers after sales services so we cannot say that it is mainly a product orientated business, but we classify it based on its main business which in this case is selling cars.

4. Explain what the difference is between services and manufactured goods marketing.

Services marketing is marketing based on relationship and value. It may be used to market a service or a product.

Marketing a service-base business is different from marketing a product-base business.

There are several major differences, including:

The buyer purchases are intangible. 

The service may be based on the reputation of a single person. 

It's more difficult to compare the quality of similar services.

The buyer cannot return the service.

Service Marketing mix adds 3 more p's, i.e. people, physical environment, process service and follow-through are keys to a successful venture. The major difference in the education of services marketing versus regular marketing is that instead of the traditional 4 P's, Product, Price, Place, Promotion, there are three additional P's consisting of Personnel, Physical evidence, and Process. Service marketing also includes the services cape referring to but not limited to the aesthetic appearance of the business from the outside, the inside, and the general appearance of the employees themselves. Service Marketing has been relatively gaining ground in the overall spectrum of educational marketing as developed economies move farther away from industrial importance to service oriented economies. 

5. Explain the effects of technology on service concepts.

Technology is changing how services are delivered, enabling both customers and employees to get and provide better, more efficient, customized services.

6. Explain the services marketing mix.

The service marketing mix comprises off the 7’p’s. These include:

The 4 p’s:
• Product 
• Price
• Place
• Promotion

The 3 additional p’s:
• People
• Process
• Physical evidence.


The additional 3 p’s:

People
An essential ingredient to any service provision is the use of appropriate staff and people. Recruiting the right staff and training them appropriately in the delivery of their service is essential if the organisation wants to obtain a form of competitive advantage. Consumers make judgements and deliver perceptions of the service based on the employees they interact with. Staff should have the appropriate interpersonal skills, aptititude, and service knowledge to provide the service that consumers are paying for. Many British organisations aim to apply for the Investors In People accreditation, which tells consumers that staff are taken care off by the company and they are trained to certain standards.

Process
Refers to the systems used to assist the organisation in delivering the service. Imagine you walk into Burger King and you order a Whopper Meal and you get it delivered within 2 minutes. What was the process that allowed you to obtain an efficient service delivery? Banks that send out Credit Cards automatically when their customers old one has expired again require an efficient process to identify expiry dates and renewal. An efficient service that replaces old credit cards will foster consumer loyalty and confidence in the company.

Physical Evidence
Where is the service being delivered? Physical Evidence is the element of the service mix which allows the consumer again to make judgements on the organisation. If you walk into a restaurant your expectations are of a clean, friendly environment. On an aircraft if you travel first class you expect enough room to be able to lay down! 
Physical evidence is an essential ingredient of the service mix, consumers will make perceptions based on their sight of the service provision which will have an impact on the organisations perceptual plan of the service.

The Service marketing mix involves analysing the 7’p of marketing involving, Product, Price, Place, Promotion, Physical Evidence, Process and People.

To certain extent managing services are more complicated then managing products, products can be standardised, to standardise a service is far more difficult as there are more input factors i.e. people, physical evidence, process to manage then with a product.

Task 2:

Problem Task

1. Explain the macro environment and its factors.

Macro environment are factors that cannot be influenced by an organization, they are factors which change according to a countries economy or government decisions.

Major external and uncontrollable factors that influence an organization's decision making, and affect its performance and strategies. These factors include the economic, demographics, legal, political, and social conditions, technological changes, and natural forces. There are five main factors within Macro Environment; these factors are also known as DRETS: demographics, regulatory, economic, technological and social factors.

Demographics: land, population, ecosystem.

Major demographic tendencies are: total population growth, increase in the number of households and decrease in the number of members per household in most industrialized countries, higher life expectancy, and better education.

Regulatory: 

Regulation/Deregulation, due to regulator measures that were mainly taken by governmental institutions, the marketer’s playground has changed over the last decades. A number of fields, super national organizations are setting the path. 

Flexibility of labour factor, the urge tom increase flexibility manifests itself thought all sorts of environmental factors. There is no doubt that governments will take action in this field in the future.  

Commercialization of the education system.

Self-regulation and other regulatory forces.

Many sectors manly in service businesses have their own codes of conduct which affect market policy (self regulation). Consumer organizations, institutions like Greenpeace and the media constitute a regulating force. 

Economic factor: GDP, Economic development, currency.

· Gross national product and changes in income, the steady growth of growth national product offers opportunities for new companies and promotes the growth of existing companies. The consumer is likely to be able to spend more, especially on services.

· The stage of economic development, of a country is of particular interest to service providers operating in the international markets.

· The value of the national currency, is of particular interest to the importing/exporting service providers in non dollar dominant countries. 

Changing expenditure patterns, the expenditure of consumers changes as time goes by. Amongst other things, this has to do with changing habits, alternating preferences and the state in which the economy finds itself.

Technological factors: internet, phones.

Social factors: women working, shorter working hours, health care.

2. Define and explain the core business.

The core business of an organization is an idealized construct intended to express that organization's main or essential activity. The core business is central, and usually the original, focus of an organization's activities that differentiate it from others and make a vital contribution to its success. Core business is the main or the initial service or product which a company offered when it first started to operate. For example Al Fardan Group first started to sell jewellery and now the expanded they business to include a variety of products and services ranging from cars to boats. But their core business is still selling jewellery.

3. Define franchising.

Franchising is a form of business by which the owner (franchisor) of a product, service, or method obtains distribution through affiliated dealers (franchisees). In other words the initial owner sells the rights or brand of the company to and individual for exploitation in return the initial owner receives financial compensation and exclusive rights in employing his workforce in the initial operating and training phase of the franchise. 

4. What are service trends?

There are six main groups within service trends.

1. Internationalization: going global.

The internationalization of services is at the very core of economic globalization. Service industries provide links between geographically dispersed economic activities and thus play a fundamental role in the growing interdependence of markets and production activities across nations. Moreover, many services considered nontradable only a few years ago are now being traded actively, as advances in information technology (IT) expand the boundaries of tradability. As technological progress further reduces communication costs, trade in services is expected to continue to expand quickly.

2. Rise of commercial principles: privatization, shareholders, self-sufficiency.

Shareholder value, the focus is not only on strategy or actions of the firm but also the results obtained the impact on value of the company to its shareholders. Satisfied customers based on excellent service quality are a must to achieve profits and therefore shareholder value.

Getting self sufficiency, firms try to be more self sufficient by focusing on their core business, downsizing or mean and lean production.

Privatization is the incidence or process of transferring ownership of business from the public sector (government) to the private sector (business). In a broader sense, privatization refers to transfer of any government function to the private sector including governmental functions like revenue collection and law enforcement. 

3. Focusing on core business: focusing on main business, outsourcing or contracting out.

Focus on core business, It implies important ways to pursue downsize or downscale which are spinning off units which senior management view as not belonging to core activities, specialization or outsourcing. 

Outsourcing or contracting out, outsourcing is subcontracting a process, such as product design or manufacturing, to a third-party company. The decision to outsource is often made in the interest of lowering firm costs, redirecting or conserving energy directed at the competencies of a particular business, or to make more efficient use of labor, capital, technology and resources. Contracting out A process, usually following competition, by which a government body pays a private provider to deliver a service, either to itself (e.g. the maintenance of public buildings) or to the public (e.g. collecting household waste).

4. Up-scaling in core activities: mergers, cooperation, focusing on core business, franchising.

Mergers, two companies come together to become one. The shareholders of the merging companies often become joint owners of the combined entity. 

Cooperation, an arrangement in which two or more entities engage in a mutually beneficial exchange instead of competing. Cooperation can happen where resources adequate for both parties exist or are created by their interaction.

Franchising, a business model in which you purchase a license of a specific business.
The Franchise Fee {Licensing fee} gives you the right to open a franchise of that particular business, using trademarks, products, software, business systems etc.

5. Diminishing differences: selling products and offering after sales service is now different now you pay for service it becomes profitable, leasing and rental of land.

6. Changes in asset structure and delivery mode: now technology can deliver your service, disintermediation: no need for travel agencies any more.

5. Explain downsizing.

Downsizing is reducing the number of employees on the operating payroll. Some users distinguish downsizing from a layoff, with downsizing intended to be a permanent downscaling and a layoff intended to be a temporary downscaling in which employees may later be rehired. Businesses use several techniques in downsizing, including providing incentives to take early retirement and transfer to subsidiary companies, but the most common technique is to simply terminate the employment of a certain number of people.

Task 3

Problem Task

1. Explain customer satisfaction?

Customer satisfaction is very important for nearly every business, through customer satisfaction the business can generate good profits and possibly expand its business. If an establishment offers good customer service then it will most probably receive return business, customer loyalty and new customers. But on the other hand if the customer is not satisfied then he or she would not come back and they will also tell other people not to go as well, so by providing no customer satisfaction the business could lose both its existing and future customers. 

The importance of customer satisfaction is to satisfy and provide your customers with what they want, so that you won’t lose your customers to other competitive companies.

2. List the sources of customer service expectations.

The sources of customer service expectations are:

1. Personal needs.

States or conditions essential to the physical or psychological well being of the customer and are desired in service.

2. Enduring service intensifiers.

Individual and stable factors that lead the customer to a heightened sensitivity of service.

3. Transitory service intensifiers

Temporary, usually short term, individual factors that make a customer more aware of the need for service.

4. Perceived service alternatives

Provide from whom the customer can obtain service.

5. Customers self.

Perceived service role customer perceptions of the degree to which customers exert an influence on the level of service they receive.

6. Situational factors.

Service performance conditions that customer’s view as beyond the control of the service provider.

7. Predicted service. 

The level of service customers believe they are likely to get.

8. Explicit service promises.

Personal and non personal statements about the service made by the organization to the customers.

9. Implicit service promises.

Services related cues other than explicit promises that lead to inferences about what the service should and will be like.

10. Word of mouth communication.

These personal and sometimes non personal statements made by parties other than organization convey to the customers what the service will be like and influence both predicted and desired service.

11. Past experience.

The customer pervious contact to service that is relevant to the focal service, is another force in shaping predictions and desires.

3. Explain customer focus.

Customer focus is very important in both product and service related business. A business can only survive if it has customers which buy their products or use their services. So for this reason it is important for business to maintain good customer focus, or in other words to know what the customer wants, needs and when does he needed. When these aspects are satisfied then a customer is satisfied, this would lead to return business and customer loyalty which is crucial for a company which wishes to become and stay profitable.

The quality of many services depends on the information the customer brings to the service encounter. A doctor’s accurate diagnosis requires a conscientious case history and a clear articulation of symptoms, a dry cleaners success in removing a spot depends on the customer’s knowledge of its cause, and a tax preparer’s satisfactory performance relies on the receipts saved by the consumer.

4. Describe the zone of tolerance.

Zone of tolerance is the extent to which customers recognize and are willing to accept variation in the service. In other words it means how far customers are willing accept different levels of service from different or from the same service provider. Some customer might not accept this variation while others might; this is the difference between customers who have a narrow zone of tolerance and the ones who have a broad zone of tolerance. Customers only notice service when it exceeds or does not meet their expectations, so if a customer expects a hamburger in five minutes and you give it to him in two then he will be very pleased and vice versa.

Minimum tolerance expectations: bad service because of low price

Acceptable expectations: expecting adequate service

Experienced based norms: from experience the service is mostly good

Normative should expectations: high price, expecting good service

Ideal expectations: good word of mouth and high expectations

5. Describe the role of customer service expectation.

Customer expectations are believes about service delivery that functions as standards or reference points against which performance is judged. It is very ethical for service providers to know what the customer expects in delivering quality services. This is because customers compare their perceptions of performance with reference points.

Sources of desired service expectations:

1. Personal needs

2. Enduring service intensifiers: individual stable factors

3. Derived service expectations: occur when customer’s expectations are driven by another person or a group of people.

4. Personal service philosophy: service meaning to the customer

Sources of adequate service expectations:

1. Transitory service intensifiers.

 Short terms factors that make customer aware of service.

2. Perceived service alternative.

 When you know you can get better service somewhere else.

3. Customer self-perceived service role.

 How much influence you have on service.

4. Situational factors.

 Service performance conditions that customer’s view as beyond the control of the service provider.

5. Predicted service.

 The level of service customers believe that they are likely to receive. 

6. Explain current issues involving customer service expectations.

1. What does a service marketer do if customer expectations are unrealistic?

Follow the safe with a reality check about service delivery and by asking and under promising to exceed customer expectations.

2. Should a company try to delight the customer?

It is a positive emotional state that results from having ones expectations exceeded to a surprising degree. To provide delight to customers means extra effort to a cost, and so the benefits of providing delight must weighed.

3. How does a company exceed customer service expectations?

In almost any service, developing a customer relationship is an approach for exceeding customer expectations. 

4. Do customer service expectations continually escalate?

In the credit card industry, as in many competitive service industries, competing companies seek to best each other and thereby raise the level of service above that of competing companies.

5. How does a service company stay ahead of competition in meeting customer expectations?

A company’s goal is to meet customer expectations better than its competitors.

Task 4

Problem Task

1. What is the gap model?

The GAP model is mainly based on Quantitive research; this means that it utilizes questionnaires in order to gather information. In this model the user’s quality is measured as the differences between the expectations and perceptions of customers. The GAP model deals with customer research, their views on service, their expectations and perceptions based on quality and past experience. The model deals with how the customer and the service provider perceive customer expectations and how these expectations can be met. The gap model defines quality as the difference between customer’s expectations and perceptions of the service delivered.

Gap 1:

Inadequate marketing research orientation (insufficient marketing research; research not focussed on service quality and inadequate use of market research);

Lack of upward communication (lack of interaction between management and customers; insufficient communication between contact employees and managers and too many layers between contact personnel and top management);

Insufficient relationship focuses (lack of market segmentation; focus on transactions rather than relationships and focus on new customers rather than on relationship customers).

Gap 2:

Absence of customer driven standards (lack of customer-driven service standards; absence of process management to focus on customer requirements and absence of formal process for setting service quality goals);

Inadequate service leadership (perception of unfeasibility and inadequate management commitment);

Poor service design (unsystematic new service development process; vague, undefined service designs and failure to connect service design to service positioning).

Gap 3:

Deficiencies in human resource policies (ineffective recruitment; role ambiguity and role conflict; poor employee-technology job fit; inappropriate evaluation and compensation systems; lack of empowerment, perceived control and team work);

Failure to match supply and demand (failure to smooth peaks and valleys of demand; inappropriate customer mix; over-reliance on price to smooth demand);

Customers not fulfilling roles (customers lacking knowledge of their roles and responsibilities and customers negatively impacting each other).

Gap 4:

Ineffective management of customer expectations (failure to manage customer expectations through all forms of communication and failure to educate customers adequately);

Over-promising (in advertising, in personal selling and through physical evidence cues);

Inadequate horizontal communications (insufficient communication between sales and operations; insufficient communication between advertising and operations and differences in policies and procedures across branches or units).

2. How can the gap be reduced related to Hakim?

Gap 1: Customer expected service versus management perception of consumer expectations: Hakim expected his inter-rail ticket to be fully valid in France, but it wasn’t, while the travel agent said it was valid across Europe. This gap could be diminished by providing Hakim with reliable information on the validity of the ticket by the travel agent. 

Gap 2: Translation of perceptions into service quality specifications versus Management perception of consumer expectations: Hakim expected a five star hotel in Berlin with good service, but he felt that he did not receive the service which he had hoped for. It is important for the travel agent to understand the consumer’s perception of good service and therefore provide him with such a service.   

3. What are the dimensions of service quality?

1. Tangibles: appearance of physical facilities, equipment, personnel and communication materials.

2. Reliability: ability to perform the promised service dependably and accurately.

3. Responsiveness: willingness to help customers and to provide prompt service.

4. Assurance: knowledge and courtesy of employees and their ability to convey trust and confidence.

5. Empathy: caring, individualised attention the firm provides to its customers.

4. What are the different types of qualities?

Technical: What is offered and received.

Functional: How it is offered and received.

Relational: Who delivers it?

5. What are the differences between customer expectations and perception of quality?

Customer’s perceptions:

· Perceptions are, translated literally, (the end result of one or more) observations. Perception can be based on actual or supposed experiences.

· Perception is defined as the process by which an individual selects, organises and interprets stimuli into a meaningful and coherent picture of the world.

· Service providers must be aware of the subjective and selective character of perceptions in general and of quality perceptions of consumers in particular. It not only concerns the perception of the service but also the perception of the service delivery process. The resulting attitudes about a particular service provider may change over time.

· Perceptions partly determine the reputation and image of the service provider. This is important to realise since reputation is a key success factor in service and an issue consumers often use in their decision making process.

Customer’s expectations: 
· Expectations: we do know that people make certain demands on certain services, which are based on their own norms, values, wishes, needs, etc., so, we do know expectations are very individualistic. Also, it is known that expectations are not stable in the sense that they may change over time due to changes in aspiration levels or needs at a particular moment in time. Therefore, expectations will be domain specific and may alter under the influence of all kinds of new situations. 

· Expectations are not only determined by individuals themselves, but also by reference groups, external situations, norms, values, time, service provider, and the like.

· Expectations are complex in many ways.

· Ask the students what people mean when they talk about their expectations!

· Generally speaking, expectations can be formulated in terms of what should be done and in terms of what will be done. Some distinctions are made about the kind of performance standards consumers apply. 

Four different performance standards can be distinguished: 

1. The equitable performance or deserved performance; 

2. The ideal performance or desired performance; 

3. He expected performance; 

4. Minimal tolerable performance.

Consumer’s service expectations exist at two different levels:

· A desired level: reflects the service the customer hopes to receive. It is a blend of what the customer believes can be and should be.

· An adequate level: reflects what the customer finds acceptable. It is, in part, a function of the customer's assessment of what the service will be, i.e. the customer's predicted service level.

· The difference between the desired service level and the adequate service level can be called the zone of tolerance: the extent to which customers recognise and are willing to accept heterogeneity. There is considerable variation in customer’s tolerance zones between various services, or between various service attributes. They vary over time as well; even for one particular service. This depends on the specific situation or need to be fulfilled. 

Task 5

Last month I went to the Leonardo Café for lunch with some of my friends. We attracted to this café by the layout and design which we saw from outside. The service was not good and up to standards. As soon as we sat at the table, a menu was given to us, but when ordering items on the menu the waiter said some were not available today, he also asked us to hurry up as he said they would be closing soon. But I didn’t see what was the need for the rush, as we arrived at 12:00 at the waiter said the café was closing at 1:00; also we were the only customers in the café. All of us order a meal with a hamburger with fries, a salad and a drink.

We waited and waited for what seen like ages, but when the meal arrived after about 20 mins just in time as we were just about to leave. I was not happy with the meal as I though there was a hamburger as it said on the menu, but we were given a sandwich. Also the salad did not look fresh, even the one included inside the burger. The drink and fries were fine.

At the end of our meal when we had to pay, when paying at the cashier the cashier told us that there was a service charge included, which was not mentioned in the menu. To make sure I asked for the manager but the cashier told us that the manager was not there. 

Gap 1: Expected service versus Management perceptions of consumer expectations:

The management of the restaurant simply does not know what the customer values the most, and that is time and precisions. In this case the food was, so for this reason such a gap occurred. All information about service charge should have been included in the menu. The waiting time for order a meal should be quicker, and the meal needs to be improved. There needs to be check up before sending the meal.

Gap 2: Translation of perceptions into service quality specifications versus management perceptions of consumer expectations:

The waiter needs to be trained more in order to improve the speed and quality of service. They should be trained more and given courses in fulfilling customer expectations.

Even thought the café looked attractive and it was well decorated and had old guns, paintings, and cds etc and different than a usual café I would not go there again.

Gap 3: Service delivered versus translation of perceptions into service quality specifications:

The service they have delivered was not even adequate, actually it was very poor. The reasons for this are because the waiters do not follow rules and guidelines on how to satisfy the customer. The management should constantly check on their workers to make sure that they are doing their job properly and correctly. There should always be a manager available at the café to check that every this is done properly. 

Task 6

Problem Task

1. Explain the perceptual process?
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The perceptual process is a sequence of steps that begins with the environment and leads to our perception of a stimulus and an action in response to the stimulus. 

2. What is perceptual selection?

Perceptual selection means that consumers only focus on a small amount of stimuli which they are exposed, this means that consumers when they go shopping do not look at each and every brand and do not pay attention to each advert. The reason for this is because consumers are constantly bombarded by commercials on TV, banners, sales promotions and other tools which companies use to market their products.

3. What is interpretation?

Interpretation is defined as the meaning of things. This means that each persons interprets either a stimuli or a though and forms a meaning for it, meanings wary depending on each persons interpretation of an event… consumers give a meaning to a stimuli based on a set of beliefs which they have on that certain product. 

A mental representation of the meaning or significance of something. 

4. Explain sensory threshold?

The sensory threshold is defined as how much a person can pickup sensory information. This information can be from the radio, banner etc.

There are two important parts of the sensory threshold, the absolute threshold and the differential threshold. 

The absolute threshold can be defined as the minimum amount of stimulation that can be detected on a sensory channel. An example of this would be a TV commercial, if a commercial for a car has only text, then that would not be enough to stimulate buyers, simply because it is a lot of information which needs to be interpret in a short period of time. So it is better to put videos of the car rather than text.

The differential threshold is defined as the ability of a sensory system to detect changes or differences between two stimuli. This means the ability of the human brain to detect changes; most people do not notice an increase in price if it is not big. But most people on the other hand notice the fall in price because companies market that and make sure that you notice it. 

5. What is the role of symbolism in interpretation? 

Different symbols meaning different things to different people, so this means that each symbol is interpreted differently by each individual so the whole interpretation varies depending on the individual. The reason for this is because each person has his own thoughts on a particular symbol and therefore has his own meaning for that symbol. Symbolism is important in interpretation because it is one of the core aspects which we use to interpret.

6. How are sensory system functions and how does it relate to perception?

Sensory system, we receive input from our five senses; we then interpret that data and generate feelings towards a certain thing.

Task 7

Study Task

There are two main research types, quantitative and qualitative research. Both types of research are used to gather information on consumers and their preferences. These two researches are normally utilized by organizations which wish to find out more about customer preference. 

Marketing research:

The function of marketing that links the consumer, customer and public to the marketer through information.

Market research is used to:

1. Identify and define marketing opportunities and problems.

2. Generate, refined and evaluate marketing actions.

3. Monitor marketing performance.

4. Improve the understanding of marketing as a process.

Reasons for doing marketing research (5 c’s of marketing research):

1. Customers, helps organization develop a detailed knowledge of its customers.

2. Competition, identify competitors and their strengths and weaknesses.

3. Confidence, reduce risk and increase confidence.

4. Credibility, increases by demonstrating effective marketing programmes.

5. Change, helps organizations keep updated.

Reasons for not doing marketing research:

1. Timing, not enough time for research, the cost may outweigh the potential benefit.

2. Reliability, there is not reliable research that is available.

3. Competitive intelligence, company not willing to disclose the matter to its competitors.

4. Management decision, use its feeling and judgment rather than research data.

Market segmentation:

The process of grouping a market into smaller subgroups. This is not something that is arbitrarily imposed on society: it is derived from the recognition that the total market is often made up of submarkets (called segments). These segments are homogeneous within (i.e. people in the segment are similar to each other in their attitudes about certain variables). Because of this intra-group similarity, they are likely to respond somewhat similarly to a given marketing strategy. That is, they are likely to have similar feelings about a marketing mix comprised of a given product, sold at a given price, distributed in a certain way, and promoted in a certain way.

Research types:

	Types of research

	Qualitative:
	Quantitive:

	Interviews - 

· Open ended questions

· No of respondents are less

· Analysis is based on skill of researcher. 
	Questionnaires:

· Close ended questions

· No of respondents is any no.

· Analysis is based on software: Excel / SPSS.


Quantitative research:

Quantitative research is numerically oriented, requires significant attention to the measurement of market phenomena and often involves statistical analysis. For example, a bank might ask its customers to rate its overall service as excellent, good, poor or very poor. This will provide quantitative information that can be analysed statistically. The main rule with quantitative research is that every respondent is asked the same series of questions. The approach is very structured and normally involves large numbers of interviews/questionnaires.

Qualitative research:

Qualitative research provides an understanding of how or why things are as they are. For example, a Market Researcher may stop a consumer who has purchased a particular type of bread and ask him or her why that type of bread was chosen. Unlike quantitative research there are no fixed set of questions but, instead, a topic guide (or discussion guide) is used to explore various issues in-depth. The discussion between the interviewer (or moderator) and the respondent is largely determined by the respondents' own thoughts and feelings.

Quantitative research method can be in a form of a questionnaire or survey. This type of research focuses on collecting as much information as possible from as much people as possible. This type of research usually has short questions which are straight to the point and offer little room for open answers. We have three main types of quantitative research:

Relationship survey: 

· To monitor and track service performance, to asses overall performance compared with that of competition. 

· To determine links between, satisfaction and behavioral intensions in consumers.

Process check point evaluations: 

· To determine customer perceptions of long-term professional services during service provision. 

· To identify systematic strengths and weaknesses in customer-contact services.

Mystery shopping: 

· To measure individual employee performance for evaluation, recognition and rewards. 

· To identify systemic weaknesses in customer-contact service.

Advantages of questionnaires:

· Efficient in researches time and effort

· If well constructed, time needed to code and analyse answers is also short.

Disadvantages of questionnaires:

· Data are superficial

· Questionnaires must be set-up carefully

· Interpretation of data can be difficult

Qualitative research on the other hand involves more prices information gathering and involves less people than in quantitative research. A usual form of qualitative research would be an interview. In this way the interviewer can carefully and fully analyze the person he or she is interview and gain exact information which can be easy to analyze. There are two main types of qualitative research, complaint solicitation and customer panels.

Complaint solicitation: 

To identify/attend to dissatisfied customers. 

To identify common service failure points.

Customer panels:

To monitor changing customer expectations. To provide a forum for customers to suggest and evaluate new service ideas.

Advantages: 

Precise, understanding

Disadvantages: 

Need skilled interviewer, people get bored if it is long.

Task 8

Problem Task

1. Explain learning from a marketing perspective.

Learning refers to relatively permanent change in behaviour which comes with experience. This experience does not have to affect the learner directly. We can learn vicariously by observing events that affect others. The unintentional acquisition of knowledge is known as incidental learning.

2. Explain how consumers learn.

Learning is a change in behaviour that is caused by experience. Learning takes place as the result of responses to external event such as: names, scents etc.

Behavioral learning theories assume that learning takes place as the result of responses to external events. Behavioral learning is basically learning about how people behave and evaluating these behaviours.

Classical conditioning:

Occurs when a stimuli’s elicits a response and pairs with another stimuli’s that later elicits the response.

Operant conditioning: occurs as the person learns to perform behaviours that produce positive outcomes and avoid those that result in negative.

Cognitive learning theory: occurs as the result of mental processes.

Observational learning:

The process by which the individual learns to perform behaviors that produce positive outcomes and to avoid those that yields negative outcomes.

Observational learning consists of: 

1. Attention 

2. Retention 

3. Production process  

4. Motivation 

5. Observational learning.

3. Explain consumer learning principles.

Repetition: 

Marketers must make sure the consumer is exposed to the product a number of times (in a commercial).

Conditioning product associations: 

Advertisements often pair a product with positive stimuli (like music), to create a desirable association.

Applications of stimuli generalisation: attempting to capitalise a brand/package on consumer’s positive associations.

Applications of stimuli discrimination: emphasize the distinctive attributes of a product in comparison to competitors.

Frequent marketing: giving prizes to regular purchasers.

4. Explain the system of memory and how learning relates to memory.

Memory involves a process of acquiring information and storing it over time so that it will be available when needed, like studying. 

There are four stages to memorizing: external information: new information recognized, encoding: information is entered in a way the system (your brain) will recognize it, storage: the new knowledge is stored in your brain, retrieval:  person accesses the desired information. Memories fade due to time/new information replacing old. Memory fro product information can be measured either through recognition or recall techniques.

5. Explain how consumers forget.

There are different factors which influence forgetting one of them is time. Over a long period of time consumers tend to forget stored information especially if it has no important meaning to the consumer and no emotional side like (death). Another reason for forgetting is interference: as you learn new information and store it in your brain the old information which you have learnt is simply forgotten. Also as you learn new things your brain loses the ability to retrieve the old things which you have learnt because it is busy memorizing the new things. Another way in which memory is forget is by replacing it with more up to date information, for example you might remember a car you saw and its specifics but once you see that same car only the bran new model you will forget about the specifics of the old car and focus on the new one.

6. Is it possible to measure whether if an add is remembered, if so to what extent.

Generally it is possible to measure if an advertisement can be remembered. Researches are worried if customers notice their adverts so for this reason they have developed two types of researches which can help them in finding out if customers remember their ads. The two types are Recognition tests and free recall tests. 

Recognition test: subjects are shown ads one at a time and asked if they have seen them before.

Recall test: 

Ask consumer to produce independently previously acquired information and then perform a recognition test on it.

Generally recognition tests tend to be more reliable and do not decay over time in the way recall scores do.

The why these tests are not a 100 percent useful is because people respond usually with yes when asked a yes or no question and they also have memory lapses which make them forget crucial fact about the product or advertisement.
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Task 9

Problem Task

1. Describe motivation and why is it conflicting.

Motivation is the degree to which a person is willing to expand energy to reach one goal as opposed to another, reflecting their underlying motivation to attain the goal.

The drive theory: focuses on biological needs that produce unpleasant arousal and therefore we are motivated to reduce the tensions.
Motivation is an internal state that activates goal oriented behaviour.
Expect nary theory: suggests that behaviour is largely pulled by expectations of achieving desirable outcomes.
Motivation can conflict in three ways:

1. Approach-approach: a person must choose between two desirable alternatives.

2. Approach-avoidance: choose between a lox cost good and a high cost good.

3. Avoidance- avoidance: two undesirable alternatives (buying a new car or fixing old)
2. Describe the process of motivation.

Motivation refers to the process that causes people to behave as they do. From a psychological perspective, motivation occurs when a need aroused that the customer wishes to satisfy. The need to which a person is willing to expand energy to reach one goal as opposed to another reflects their underlying motivation to attain the goal. 

3. Explain values and how they influence the consumer behaviour and how knowledge about values can support marketing.

Values are beliefs about some desirable end state that transcends specific situations and guides selection of behaviour. They are general principles for judging between bad and good. Values have not been widely applied to direct examinations of consumer behaviours because it is a broad based concept, as freedom, security or inner harmony are more likely to affect the general purchasing pattern than to differentiate between brands within a product category.

Since values drive much of the consumer behaviour it could be said that all types of consumer research are related to the identification and measurement of values.

Usually it is possible to identify a set of core values which uniquely define a culture. These beliefs are taught to us by socialization agents, including parents, friends and teachers. The process of learning the beliefs and behaviours endorsed by ones own behaviours of a foreign culture is called acculturation.  

4. What are the different types of needs?

Maslow formulated a hierarchy of needs in which levels of motives are specified. 

The needs are:
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5. Define superego and its theory.

Superego is a person’s conscience, a conflict between satisfying your needs and the necessity to look good in the society. 

The superego is the counterweight to the id. This system is essentially the person’s conscience. It internalizes society’s rules and work to prevent the id from seeking selfish gratification.

The ego system meditates between the id and the superego. It is a way to judge in the fight between temptation and virtue. The ego tries to balance these two opposing factors according to the reality principle.

Freudian theory developed the idea that much of human behaviour stems from a fundamental conflict between a persons desire to gratify their physical needs and the necessity to function as a responsible member of society. 

6. Explain what involvement is, how it relates to motivation and how you can influence consumer motivation for marketing purposes.

Involvement:
Refers to person’s perceived relevance of the object, based on their needs, values and interests.

Product involvement: 
Consumers level of interest in a making of a particular purchase. 


Message response involvement:
Consumers interest in perceiving marketing communications.
Ego involvement:
Importance of a product to a consumer’s self concept.  

Task 10

Problem Task

1. Explain the process of attitude change.

Formation and change of attitude are not two separate things, they are interwoven. People are always adopting, modifying, and relinquishing attitudes to fit there ever changing needs and interests. Attitude cannot be changed by simple education. Acceptance of new attitudes depends on who is presenting the knowledge, how it is presented, how the person is perceived, the credibility of the communicator, and the conditions by which the knowledge was received.

Attitudes change when: 
1. A person receives new info from others or media- Cognitive change.                                    2. Through direct experience with the attitude object - Affective change.                          3. Force a person to behave in a way different than normal- Behavioral change.
The levels of commitment to an attitude:

The degree of commitment is related to consumer’s level of involvement with the attitude object:

1. Compliance: lowest level of involvement, attitude is formed because it helps in gaining rewards or avoiding punishments from others. It is superficial, likely to change when the behaviour is no longer monitored.

2. Identification: occurs when attitudes are formed in order for the consumer to be similar to another person or group.

3. Internalization: at high level of involvement, deep-seated attitudes are internalized and become part of the person’s value system. They’re very difficult to change because they are important to the individual.
Social marketing refers to attempts to change consumer’s attitudes and beyhaviours in ways that are beneficial to the society as a whole.

Attitudes are made up of three components: beliefs, affect and behavioral interactions.

The difficulty of attitudes is underscored by multiattribute attitude models, which sets of beliefs and evaluations are identified and combined to predict an overall attitude. Factors such as subjective norms and the specificity of attitude scales have been integrated into attitude measures to improve predictability. 
Changing attitudes through communication: Persuasion is the central goal of many marketing communications and it refers to an active attempt to change attitudes.

Attitude: A lasting, general evaluation of people including oneself, objects or issues.

Attitude towards the act of buying: The perceived consequences of a purchase.

Attitude towards the advertisement: A predisposition to respond favorably to a particular advertising stimulus during an exposure situation. The feelings generated by advertising can have a direct impact on brand attitudes. Three emotional dimensions have been identified in commercials, pleasure, arousal and intimidation. Specific types of feelings that can be generated by an ad include the following:

1. Upbeat feelings – amused, delighted, playful

2. Warm feelings – affectionate, contemplative, hopeful

3. Negative feelings – critical, defiant, offended  

2. Explain the concept of attitude.

Attitudes are mental and neural representations, organized through experience, exerting a directive or dynamic influence on behavior. Attitudes and attitude objects are functions of cognitive, affective and cognitive components. Attitudes are part of the brain’s associative networks, the spider-like structures residing in long term memory that consist of affective and cognitive nodes linked through associative pathways. These nodes contain affective, cognitive, and behavioral components.
The functions of attitudes:

Attitudes exist because they serve a function for the person and are determined by a person’s motive.

The attitude functions:

· Utilitarian function:

This function is related to the basic principles of reward and punishment. Some of our attitudes towards products are simply on the basis of whether these products provide pleasure or pain.

· Value expressed function:

Attitudes that perform a value expressed function express the consumer’s central values or self concept. A person performs a product attitude not because of its objective benefits but because of what the product says about them as a person.

· Ego defensive function:

Attitudes that are formed to protect the person, from either external threats or internal feelings.

· Knowledge function:

Attitudes that are formed as a result of a need for order, structure or meaning. This need is often present when a person is in an ambiguous situation or is confronted with a new product.
Attitude models:
Multiattribute attitude model: assumes that a consumer’s attitude of an object will depend on the beliefs he or she has about several or many attributes of the object, the attitude towards a product or brand can be predicted by identifying those beliefs. There are three main elements:  
1. Attributes are characteristics of the attitude object

2. Beliefs are cognitions about the specific attitude object

3. Importance weights reflect the relative priority of an attribute to the consumer.

Single-item scales: one way to asses consumers attitudes towards as store or assessment does not provide much information about specific attribute, but it gives managers some sense of consumers overall attitudes – only one attribute important.

Multiple-item batteries: attitude models acknowledge that an overall attitude may often be composed of consumers perceptions about multiple elements. Many attitude measures assess a set of beliefs about an issue and combine these reactions into an overall score.

Fishbone model: measure three components, 
1. Salient beliefs people have about an attitude object

2. Object attitude linkages 
3. Evaluation of each important attributes.

Task 11

Problem Task

1. Identify the needs of consumers to make a decision about the product and service.

There are three types of decisions:

1. Extended problem solving: the consumer tries to collect a lot of information, from memory and outside sources, not frequent, high involvement. (usually experience products)

2. Limited problem solving: straightforward and simple, something you do every now and then, not so frequent.

3. Habitual decision making: frequent every day buying and doing (smoking, buying water etc), low cost and low involvement.
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2. Explain the decision making process.

The decision making process:

1. Problem recognition: 
When customer sees a difference in his actual and ideal state, marketers create a problem, and then make opportunity recognition so it can look like a need.
2. Information search: 
Internal, external, accidental, rational, searches: then you look at monetary, functional, physical, social and psychological risks.
3. Evaluation of alternatives: 
Evoked set (what you want), inept set (what you don’t want), inert set (not considered).
4. Product choice: 
Choose product
5. Outcome: 
Are you satisfied or not with the purchase
3. List different perceptions on decision making.

1. Rational: 

People calmly and carefully integrate as much information as possible with what they already know about a product, painstakingly weigh the positive and negative of each alternative and arrive at satisfactory decisions.

2. Behavioural influence: 

A process when the consumer’s decision is a learned response to environmental cues, as when he or she decides to buy something on impulse that is promoted as a special offer shop. Some decisions are based on low involvement.

3. Experiential: 

Consumer highly involved in decisions, but can’t explain the made selections.

Task 12

Problem Task

1. Explain the issues related to purchasing and post purchase activities.

Antecedent states: situational factors, usage context and time pressure

Purchase environment: the shopping experience, point of purchase stimuli

Post purchase process: consumer satisfaction, product disposal and alternative market.

2. Explain antecedent and states of a purchasing activity.

What is bought and can also affect how products are evaluated.

Situational effects: mood and consumption situation, a consumers mood will have an impact on purchase decisions.

Social and physical surroundings: a consumer’s physical and social environment can make a big difference in motives for product purchase and usage and also affect how the product is evaluated.

Temporal factors: time is one of the consumer’s most limiting resources. Our perspective on time can affect many stages of decisions making and consumption.

Shopping motivation and experience: people often shop though they do not intend to buy anything at all. Other scholars distinguish between shopping as an activity performed for utilitarian or hedonic reasons. Hedonic shopping motives can include the following: anticipated utility, role enactment, choice optimization, stimulation, shopping motives etc.

	Antecedent states
	Purchase states
	Post purchase processes

	· Situational factors

· Usage context

· Time pleasure

· Mood
	· Shopping experience

· Point of purchase stimuli

· Sales interaction

· Moment of truth
	· Consumer satisfaction

· Product disposal

· Alternative markets


3. Explain the moment of truth.

In customer service, instance of contact or interaction between a customer and a firm (through a product, sales force, or visit) that gives the customer an opportunity to form (or change) an impression about the firm.

The moment of truth is when the service provider communicates with the customer. The moment of truth can be defined from a customer’s point of view, the most vivid impression of service occurs in the service encounters, when the customer interacts with the service firm. 

There are three types of service encounters:

1. Remote – When the customer contact with the firm without any physical contact.

2. Telephone – The customer and the service provider interact through a phone.

3. Face to face – When there is a direct contact between the two sides.

4. Explain the purchase environment.

Shopping motivation and experience: People often shop though they do not intent to buy anything at all. Other scholars distinguish between shopping as an activity performed for utilitarian or hedonic reasons. Hedonic shopping motives can include the following:

· Anticipated utility

· Role enactment 

· Choice optimization 

· Stimulation 

· Shopping motives

There are also some other environmental factors: store image, non-store shopping, theatre and the relationship between the customer and the product provider.

5. Describe the post purchase process.

The post purchase process can be described as the consumer satisfaction or dissatisfaction which is determined by the overall feelings or attitudes a person has about a product after it has been purchased. Basically this means what happens to the product once it is bough, is it useful, how is it used, how is it disposed, is the consumer satisfied.
Task 13

Study Task

1. What are reference groups, what is their importance and what are their powers?

Reference group: is an actual or imaginary individual or group conceived of having significant relevance upon an individual’s evaluation, aspirations or behaviour. In other words you look up to them a take their view instead of forming you own view. 

Three influences:

· Informational: individual seeks information from experts, friends etc.
· Utilitarian: individuals purchase decision influenced by other people.

· Value experience: individual wants to enhance his image, feel admired, etc.
Formal versus Informal groups:

Formal groups are more official and organized; they are also easily accessible by marketers. While informal groups like students tend to have more influence on the consumer because the consumer can relate to them. 

Membership versus aspirational groups:

Some groups can be known to the consumer while others can be admired by the consumer like stars apart from his teacher.

Identificational reference groups:

People who the consumer can relate with and there fore accept his or hers style of living. That is why marketers use ordinary people for their campaigns. 

Positive versus negative groups:

Consumers will want to be the same as people who they think are positive, but if they think that a certain group exerts negative influence then they would not wear anything which might group them into that particular group.

Power of reference groups:

Referent power: imitate the people who you admire

Information power: News people can influence people because they know lots of information.

Legitimate power: Police or the president expert power which is given to them by the people. 

Expert power: you know a lot so people will listen to you

Reward power: You will always do what your boss tells you to do; this might give you a rise.

Coercive power: Effective in short term, fear, intimidation or personal selling.
2. What is conformity and social influence?

Conformity: refers to a change in beliefs or actions, as a reaction to real or imaged group pressure. Members of a society develop norms to govern behaviour. 

Factors affecting conformity:

· Cultural pressures: when the culture forces you to accept their type of behaviour and as a result they influence you.

· Fear of deviance: You will receive punishment if you do not act the way the group wants you to act.

· Commitment: the more you are committed the more you will do.

· Group unanimity: as a group gains power so does compliance with it. Like political parties. 

· Susceptibility: Look good in front of people who are very important to you or the group you belong to. 

3. What is word of mouth communication and its effects?

Word of mouth: word of mouth is basically people talking between them self about situations which they have experienced and evaluating them. This will influence the person who you are explaining the experience to. 

Guerrilla marketing: creating communication about a certain product just before it comes out in order to increase its popularity and raise the anticipation level. 

Viral marketing: the ads on hotmail when you receive an email. 

· Hearing about a product through conversation

· Rumours can hurt companies

· Negative word of mouth ruins companies

· Good word of mouth helps companies

4. What is opinion leadership and its impacts?

Opinion leaders: is known as consumers being influenced by people or groups who have extensive knowledge about a certain product or service. 
Opinion leaders are very important and can serve as a marketing tool to marketers. By supplying such leaders which specialised magazines you may market your product to the opinion leaders and at the same time market it to other consumers thorough them. If good product it will receive good word of mouth. 

Innovative communicators: are also known as early purchasers, there are several characteristics of opinion leaders,

· Experts

· Socially active

· Share consumer’s values and beliefs

· They are heavy magazine readers

Opinion leaders are also likely to be opinion seekers; they like to get feedback.

5. What is a family?

A family consist any group of persons closely related by blood, as parents, children, uncles, aunts, and cousins etc and through the last decades the role and function of the family have deteriorated and changed dramatically. But now it is most common to find that people are coming back to their families due to the fact that it has deteriorated in the past decades. 
6. Are there effects of family structure on consumption?

There are certain effects of family structure on consumption; this all depends on the number of family members, on the age of the children, on the income of the parents. If income is high then consumption would most probably be high as well, and vase versa. 

The family life cycle: known the needs and expenditures of families during their life cycle are very important so you can market for their needs.

Life cycle effects on buying: young people would go to clubs, be modern, this is how to develop the marketing scheme to market for such a group.
7. How does decision making happen in families?

Decision making in families is similar to a business conference, views, opinions and options are put forward and discussed by the people who are in control in the family like the father or the mother. 

Consensual purchase decision: group agrees what should be bought, but does not agree on how it will be achieved. Like buying a car, who will take care of it? who will drive it…?

Accommodative purchase decisions: Group’s members have different preferences and priorities, bargaining is utilised in this situation. 

Family financial officer: is a person who keeps track of all the finances of the family and makes decisions on certain financial outcomes.

Decision making in families:

1. Sex roles and stereotypes

2. Spousal resources

3. Experience

      Socio-economic status
8. What role to children have in consumer decision making?

Children play an important role in deciding what to buy, marketers recognized this and now they are trying to market to the children’s needs. Like Kodak cameras. 

Parental yielding: is when a parent the decision maker is influenced by his or hers child to purchase a certain product. This depends on strictness of parents, how they teach their children.
 Task 14

Problem Task

1. What are the benefits of consumer retention?

Consumers will remain loyal to a firm when they receive greater value relative to what they expect from competing firms. Customers will also benefit in other ways for long term relationship benefits. 

There are three types of benefits and they are:

1. Confidence benefits: These are benefits which comprise feelings of trust or confidence in the provider, along with a sense of reduced anxiety and comfort in knowing what to expect.

2. Social benefits: These are when a customer develops a sense of familiarity and even a social relationship with their service providers. These ties make it less likely to switch.

3. Special treatment benefits: This includes getting the benefit of the doubt, being given a special deal or price or getting preferential treatment.

2. Explain what relationship marketing is.

Relationship marketing represents a paradigm shift within marketing away from an acquisition or transaction which focuses towards retention and relationship focus. 

Relationship marketing is a philosophy of doing business, a strategic orientation that focuses on keeping and improving current customers rather than acquiring new customers. The philosophy assumes that many current customers rather than acquiring new customers. The philosophy assumes that many consumers and business customers prefer to have ongoing relationships with one organization than to switch continually among providers in their search for value.

The bucket theory illustrates why a relationship strategy that focuses on plugging the holes in the bucket makes so much sense. There are often fewer rewards for retaining current accounts. So even when people see the logic of customer retention, the existing organizational systems may not support its implementations.

3. List the goals of relationship marketing.

The primary goal is to build and maintain a base of committed customers who are profitable for the organization. To achieve this goal, the firms will focus on the attraction, retention and enhancement of customer relationships. Firms will try to attract customers who are likely to become long term relationship customers. Once customers are attracted to begin a relationship, then the customers will be more likely to stay in the relationship when they are consistently provided with quality products and services and goods value over time. Finally the goal of customer enhancement suggests that loyal customers can be even better customers if they buy more products and services form the company over time. 

Task 15

Problem Task

1. What is the process of culture change?

Culture is often described in terms of high or elite forms or low or popular forms. Products of popular culture tend to follow a cultural formula and contain predictable components. On the other hand these distinctions are blurring in modern society as imagery from high art, is increasingly being incorporated into marketing efforts and marketed products or even marketing products like advertisements are treated and evaluated as high art.

The diffusion of innovations refers to the process whereby a new product, service or idea spreads through a population. A consumers decision to adopt a new item depends on their personnel characteristics such as their incline to try new things and on the characteristics of the item. 

Products sometimes stand a better chance of being adopted if they demand relatively little change in behaviour from consumers and are compatible with current practices. They are also more likely to diffuse if they can be tested prior to purchase, if they provide a relative advantage on existing products.

2. How is culture linked to consumption?

Culture is a concept crucial to the understanding of consumer behaviour, may be thought of as the collective memory of a society. Culture is the accumulation of shared meaning, rituals, norms and traditions among the members of an organisation or society. 

There is a two way street, product and services that resonate with priorities of a culture at any given time have a much better chance of being accepted by reflect underlying cultural process at the tie they were introduced such as convenience foods, cosmetics.

The aspects of culture:

1. Ecology: Shaped by technology used.

2. Social structure: It includes the domestic and political groups that are dominant within the culture.

3. Ideology: It involves around the belief that members of a society possess a common worldview. 

4. Describe the importance of myths and rituals.

A myth is a story containing symbolic elements that express the shared emotions and ideals of a culture.

The function and structure of myths:

1. Metaphysical: They help to explain the origins of existence.

2. Cosmological: They emphasize that all components of the universe are part of a single picture.

3. Sociological: They maintain social order by authorizing a social code to be followed by members of a culture.

4. Psychological: They provide models for personal conduct.

A ritual is a set of multiple, symbolic behaviors that occur in a fixed sequence and that tend to be replaced periodically.

There are types of rituals:

1. Ritual artifacts

2. Grooming rituals

3. Gift giving rituals

4. Self gifts

5. Holiday rituals

6. Rites of passage

4. Describe profane and sacred.

Profane means marked by contempt or irreverence for what is sacred.

Profane consumption: The process of consuming objects and events that are ordinary or of everyday world.

Sacred means devoted or dedicated to a deity or to some religious purpose; consecrated.

Sacred consumption: The process of consuming objects and events or people take on sacred meaning to a culture or to specific groups within a culture. 

5. How does lifestyle effect consumer behaviour.

Lifestyle refers to the way a person chooses to spend time and money and how their values, attitudes and tastes are reflected by consumption choices. Lifestyle research is useful to track societal consumption preferences and also to position specific products and services to different services.

Lifestyles may be considered as group identities. Marketers use demographics and economic approaches in tracking changes in broad societal priorities, but these approaches do not begin to embrace the symbolic nuances that separate lifestyle groups.

Patterns of consumption based on lifestyles are often composed of many ingredients that are shared by others in similar social and economic circumstances. 
Task 16

Study Task

1. Explain what is meant by the term self concept?

The self concept refers to the beliefs a person holds about their attributes, and how they evaluate these qualities. While ones overall self concept may be positive, there are certainly parts of the self that are evaluated more positively than others.

The self esteem refers to the positivity of a persons self concept. People with low self esteem do not expect they will perform very well, and they will try to avoid embarrassment, failure or rejection. In contrast, people with high self esteem expect to be successful, will take more risks and are more willing to be the center of attention. The ideal self is a person’s conception of how they would like to be, while the actual self refers to our more realistic appraisal of the qualities we have or lack. 

A fantasy or day dream is a self induced shift in consciousness, which is sometimes a way of compensating for a lack of external stimulation or of escaping from problems in the real world.

The self concept is how we think about and evaluate ourselves.

To be aware of oneself is to have a concept of oneself. The term self concept is a general term used to refer to how someone thinks about or perceives themselves.

2. Describe why a customer chooses a certain product or brand name?

The reflected self helps to shape self concept, which implies that people see themselves as they imagine others see them. Since what others see includes a persons clothing, jewellery, furniture etc, it stands to reason that these products also help determine the perceived self. A consumers products place them in a social role, which helps to answer the question, who am I now.

3. Explain with which kind of social groups or identities a person may identify him or her self.

Four levels of the extended self are:

1. Individual level: Consumers include many of their personal possessions in self definition. These products can include jewellery, cars, clothing etc.

2. Family level: This part of the extended self includes a consumer’s residence and its furnishings.

3. Community level: it is common for consumers to describe themselves in terms of the neighborhood or town which they come.

4. Group level: Our attachments to certain social groups can be considered a part of self.

4. Describe the difference of gender society?

In many societies, males are controlled by agented goals which stress self assertion and mastery. Females are taught to value communal goals, such as affiliation and the fostering of harmonious relations.

Gender vs. sexual identity: Sex role identity is a state as well as body. A persons biological gender does not totally determine whether they will exhibit sex type traits.

Female gender roles: For women are changing rapidly. Social changes such as the dramatic increase in proportion of in waged work have lead to an confusion in the way women are regarded by men, the way they regard themselves and in the products they choose to buy.
Male gender roles: While the traditional conception of the ideal male is as a tough, aggressive, muscular man who enjoys mainly sports and activities is not dead, societies definition of the role of males is evolving. 
5. Explain and give examples of how a particular self concept could be manifested by one self?

A person’s physical appearance is a large part of their self concept. Body image refers to a consumer’s subjective evaluation of their physical self. A persons feeling about their body can be described in terms of body cathexis. Cathexis refers to the emotional significance of some object or idea to a person and some parts of the body are more central to self concept than others. An ideal beauty is a particular model or example of appearance and includes many physical features.  
6. Explain how a marketer can anticipate on a persons self concept?

Marketing communications can influence a consumer’s level of self esteem. Exposure to ads can trigger a process of social comparison, where the person tries images. This form of comparison appears to be basic to human motive and many marketers have tapped into this need by supplying idealized images of happy, attractive people who just happen to be using their product. 
Task 17

Problem Task

1. Explain market segmentation.

Market segmentation refers to the process of segmenting the market using different segmentation methods: age, sex, income. Market segmentation is used to form a target market and focus the product on that particular target market.

The purpose for segmenting a market is to allow your marketing/sales program to focus on the subset of prospects that are most likely to purchase your offering. If done properly this will help to insure the highest return for your marketing/sales expenditures. Depending on whether you are selling your offering to individual consumers or a business, there are definite differences in what you will consider when defining market segments. 

A market segment is a subgroup of people or organizations sharing one or more characteristics that cause them to have similar product needs. A true market segment meets all of the following criteria: it is distinct from other segments (heterogeneity across segments), it is homogeneous within the segment (exhibits common attributes); it responds similarly to a market stimulus, and it can be reached by a market intervention.
Market segment is the processing of marketing of characterizing a market into distinct subsets (segments) that behave in similar ways or have similar needs. The segmentation process in itself consists of segment identification, segment characterization, segment evaluation and target segment selection. If each segment is fairly homogeneous in its needs and attitudes, it is likely to respond similarly to a given marketing strategy. That is, they are likely to have similar feelings and ideas about a marketing mix comprising a given product or service, sold at a given price, and distributed and promoted in a certain way.

2. Describe the basic principles marketing principles for segmentation and targeting.

Market segmentation refers to finding out who is your target market and focusing your resources on attracting and retaining that particular target market. 

Product positioning refers to positioning your product or knowing where your product stands compared to the competition, by properly positioning your product you will be able to gain and edge over the competition. 

3. Describe the process of market segmentation and targeting.

The process of market segmentation refers to the process of segmenting a market according to different principals which help you to form a target market. Firstly you have to find out who your market is: old people, young, male or female. 

Once you segmented the market according to your needs you then focus on the market which you think will use your product or service.

Once you found out whom that target market is then you focus on than market and try to target it with your products or services using different advertisement techniques which will help you in attracting that particular target market group.

4. Describe relevant segmentation criteria and how to apply it.

Criteria for Segmentation: Things you have to think about in order to decide if a potential group is worthwhile being considered a segment. 

1. Homogeneous: Are the people in the proposed segment all similar without too many differences. You could say right handed people is a segment, but if half the right handed people were women, and half were men, then this might not work if the gender also was an issue. 

2. Heterogeneous: The people between the segments should be very different. Right handed and left handed might not be worthwhile if you are talking about a market segment for a product like pull-on boots.

3. Substantial: The people in the segment should be large enough in number to be worthwhile. Right handed men might be a large enough segment. The group has to be large enough to generate sufficient sales volume at a low enough cost to result in a profit.

4. Competition: A company should target segments where the number of competitors and their size are such that the firm is able to compete effectively. Example: Some people buy trucks, some SUVs and some cars and some mini-vans. Some companies have a product segment devoted to truck buyers, like Ford. Car companies, like Nissan and Toyota might be advised to avoid selling trucks in North America because the competition is intense and they might not make a profit.

5. Resources: A company should make sure the segment relates to the resources of the company. If the company can mfg. variations to fit its key demographics, great, but it should not take on additional demographics if it does not have the capability. 
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How and why of marketing research

Lecture 1
Marketing research:

The function of marketing that links the consumer, customer and public to the marketer through information.

Market research is used to:

1. Identify and define marketing opportunities and problems.

2. Generate, refined and evaluate marketing actions.

3. Monitor marketing performance.

4. Improve the understanding of marketing as a process.

Reasons for doing marketing research (5 c’s of marketing research):

1. Customers, helps organization develop a detailed knowledge of its customers.

2. Competition, identify competitors and their strengths and weaknesses.

3. Confidence, reduce risk and increase confidence.

4. Credibility, increases by demonstrating effective marketing programmes.

5. Change, helps organizations keep updated.

Reasons for not doing marketing research:

1. Timing, not enough time for research, the cost may outweigh the potential benefit.

2. Reliability, there is not reliable research that is available.

3. Competitive intelligence, company not willing to disclose the matter to its competitors.

4. Management decision, use its feeling and judgment rather than research data.

Market segmentation:

The process of grouping a market into smaller subgroups. This is not something that is arbitrarily imposed on society: it is derived from the recognition that the total market is often made up of submarkets (called segments). These segments are homogeneous within (i.e. people in the segment are similar to each other in their attitudes about certain variables). Because of this intra-group similarity, they are likely to respond somewhat similarly to a given marketing strategy. That is, they are likely to have similar feelings about a marketing mix comprised of a given product, sold at a given price, distributed in a certain way, and promoted in a certain way.
Steps in designing market research:

1. Define the general problem to be addressed and specify the objectives to be pursued.

2. Identify the specific components of the research task.

Research types:

· Quantitative research:

Quantitative research is numerically oriented, requires significant attention to the measurement of market phenomena and often involves statistical analysis. For example, a bank might ask its customers to rate its overall service as excellent, good, poor or very poor. This will provide quantitative information that can be analysed statistically. The main rule with quantitative research is that every respondent is asked the same series of questions. The approach is very structured and normally involves large numbers of interviews/questionnaires.

· Qualitative research:

Qualitative research provides an understanding of how or why things are as they are. For example, a Market Researcher may stop a consumer who has purchased a particular type of bread and ask him or her why that type of bread was chosen. Unlike quantitative research there are no fixed set of questions but, instead, a topic guide (or discussion guide) is used to explore various issues in-depth. The discussion between the interviewer (or moderator) and the respondent is largely determined by the respondents' own thoughts and feelings.
Questionnaire design

Lecture 2

	Types of research

	Qualitative:
	Quantitive:

	Interviews - 

· Open ended questions

· No of respondents are less

· Analysis is based on skill of researcher. 
	Questionnaires:

· Close ended questions

· No of respondents is any no.

· Analysis is based on software: Excel / SPSS.


Questionnaire:

· A list of questions, usually printed, submitted for replies that can be analyzed for usable information: a questionnaire used in market research.
Interview:

· A formal meeting in which one or more persons question, consult, or evaluate another person: a job interview.
· A meeting or conversation in which a writer or reporter asks questions of one or more persons from whom material is sought for a newspaper story, television broadcast, etc.

· The report of such a conversation or meeting.
Four fundamentals of questionnaire design:

1. What type of questions can be asked?

· Behaviour

· Attitude

· Classificatory

2. What types of responses should be built in?

· Open ended

· Close ended, verbal rating scale: five points scale; very good – very bad.

3. How to layout the questionnaire?

· Clear

· Logical

· Attractive

· Sequence

· Easy proceed to the difficult ones.

4. How to test it?

· Telephone

· Face to face

· Postal

Designing your own questionnaire

Lecture 3

Specific questions are better than general ones.

With general questions:

· A wider range of interpretations

· Greater susceptibility

· Poorer prediction of behaviour

Eg, a wide range of interpretations, list the newspaper/magazine you looked at yesterday?

Eg, a specific range of interpretations, which of the following newspaper/magazine did you look at yesterday?

1. ………..

2. ………..

3. ………..

Pitfalls in designing questions:

· Avoid jargon, the language, esp. the vocabulary, peculiar to a particular profession, or group such as medical jargon.
· Simplify whenever possible.

· Avoid ambiguity, doubtfulness or uncertainty of meaning or intention.
· Ask only one question at the time.
Seven important questions in questionnaire design:

1. Specific questions are better than general ones.

2. Closed questions are usually preferable to open questions.

3. Offer a no opinion option.

4. Omit the middle alternative and measure intensity.

5. Use of forced choice rather than agree/disagree statements.

6. Question order.

7. Wording effects.

Marketing Research Presenting questionnaire data

Lecture 4

The need to code collected data:

· The information form the questionnaire must be converted to information, numbers, which can be read by the computer.

· Choose a variety of ways to present your data. 

· Besides the narrative of a report or oral presentation, graphic presentations of your data, such as graphs or tables, help people understand your findings.

· Choose the type of data presentation that most effectively communicates your information.

[image: image9.jpg]Stages in consumer decision-making

terms of reputatlon
and avarlable features.





Lecture 1
Services:

· Actions steps and performances

· Include all economic activities whose output is not a physical product or construction, generally consumed at the time produced and provides added value in forms that are essentially intangible concerns of its first purchaser.

Generally, services are conceptualised as activities or processes distinguished by specific characteristics:

· Intangibility

Emphasises that it is not an object and does not have a physical dimension, although services can have physical dimensions that embody the service offered.

· Inseparability

This characteristic relates to the notion that the production and consumption of a service takes place at the same time, in real time, with the provider and the consumer co-operating in the process.

· Heterogeneity

This characteristic emphasises that service encounters involve individuals – service providers and consumers.  Moreover, service encounters take place again and again, at different times.  As a consequence, there are likely to be variations in service provision, by virtue of the participants, the time of the encounter or the circumstances.

· Perishability

Relates to the concept that services, unlike tangible goods, cannot be stocked or stored.  Perishability is linked to the notion of inseparability or simultaneity in that services must be provided and utilised at the point of consumption, during the service encounter.

Taxonomies of services:


The nine categories for classifying services:

1. Services and goods.

Goods or services contain a mixture of tangible and intangible elements.

A combination of intangibility and tangibility often occurs when services are offered in addition to goods.

The distinction between various roles of services:

· A pure service exists where there is little if any evidence of tangible goods.

· Services adding value to a tangible good.

· Services adding value to goods more fundamentally by making them available in the first place.

Pure services are unimportant while pure goods are important. Buying goods results in the transfer of a material object an exchange of title. This is not the case with services. When services are bought no exchange of title take place. Such an exchange is always at stake when buying goods.

2. Profit versus non profit.

Differences can be made between the profit and non profit sector.

When you start a business, it is for the financial benefit of its owners and/or shareholders. Profit is the goal and the business pays taxes on that profit. A nonprofit entity has a mission that benefits the greater good of the community, society, or the world. It does not pay taxes, but it also cannot use its funds for anything other than the mission for which it was formed. Nonprofit organizations can and do make a profit, but it must be used solely for the operation of the organization or, in the case of a foundation, granted to other nonprofit organizations. When a for-profit organization goes out of business, its assets can be liquidated and the proceeds distributed to the owners or the shareholders. When a nonprofit goes out of business, its remaining assets must be given to another nonprofit. 
3. Markets and industries.

A market is a mechanism for buyers and sellers to exchange goods and services, while an industry is a collection of companies that compete with one another. An industry might be segmented by type of supplier or type of distribution (or some other distinguishing characteristic).  For example, let's examine publishing.  You might have newspaper publishers, magazine publishers, and book publishers. Market segments might describe different types of customers.  Each of these segments could have unique 'needs' or might be attracted to varying advertising methods.
4. Internal or external services.

Most of the services can be offered internally in the firm to other departments as well as external to outside to the market. 

5. Consumer, customer, client and consumer behaviour.

Customers have different buying behaviours and problem solving behaviours. Sometimes one person is involved in buying services and the service encounter while in other instances many people are involved in this buying process. 

Customers may search for information about a product before buying it and this information could depend on the decision that the customer buys that product or not.

Buying behaviours may also depend on specific purposes at different occasions/domains. The domain specificity is related to the degree of commitment and involvement of the service, both may differ between high and low but will be different to a particular customer and a particular client. This will depend partly on the value of the service to the customer.

10. Service provider and customer relationship: customer loyalty.

The relationship between the service provider and the customer. Customer loyalty is used to describe the behavior of repeat customers, as well as those that offer good ratings, reviews, or testimonials. Some customers do a particular company a great service by offering favorable word of mouth publicity regarding a product, telling friends and family, thus adding them to the number of loyal customers. However, customer loyalty includes much more. It is a process, a program, or a group of programs geared toward keeping a client happy so he or she will provide more business.
11. The service provider’s knowledge, skills and capacity.

The capacity of the service organization has to do with the ability to react properly to temporal changes in demand.

What extent is the service provider able to customize its offerings to individual preferences or differentiate in its offerings between core services and the improved service?

12. The service delivery process.

The process of delivering services differs in the difficulty. This is reflected in the way the service provider’s knowledge, skills and capacity are applied.  The difficulty of the service delivery process from very high to very low. The difficulty of service is partly reflected in the degree of differentiation. 

13. The physical site of the service delivery.

An organisation may have one or more service delivery outlets. An organisation with a devolved structure for service delivery may or may not devolve all functions to the service delivery outlet level. It is common for administrative functions, including personnel management, to be retained at a higher or central level of an organisation. The service delivery outlet is the lowest level of an organisation at which, or from which, services are delivered. The site from which a service is delivered relates to the physical location of the service and is to be clearly differentiated from the service delivery setting which refers to the type of physical setting in which a service is actually provided to a client (e.g. client's home, non-residential treatment facility etc).
The tangibility spectrum:

· Services tend to be more intangible than manufactured products, and manufactured products tend to be more tangible then services.

· There are very few pure services or pure goods.

Services marketing mix:

· The elements an organization controls that can be used to satisfy or communicate with customers.

· The management process responsible for identifying, anticipating and satisfying the customer’s requirements. It highlights that customers are at the heart of marketing which consists of 4p’s which are: price, product place and promotion. 
· The 3 additional p’s which are personnel, process and physical evidence. With these additional p’s added make 7p’s of service marketing.

· The additional 3 p’s:

People
An essential ingredient to any service provision is the use of appropriate staff and people. Recruiting the right staff and training them appropriately in the delivery of their service is essential if the organisation wants to obtain a form of competitive advantage. Consumers make judgements and deliver perceptions of the service based on the employees they interact with. Staff should have the appropriate interpersonal skills, aptititude, and service knowledge to provide the service that consumers are paying for. Many British organisations aim to apply for the Investors In People accreditation, which tells consumers that staff are taken care off by the company and they are trained to certain standards.
Process
Refers to the systems used to assist the organisation in delivering the service. Imagine you walk into Burger King and you order a Whopper Meal and you get it delivered within 2 minutes. What was the process that allowed you to obtain an efficient service delivery? Banks that send out Credit Cards automatically when their customers old one has expired again require an efficient process to identify expiry dates and renewal. An efficient service that replaces old credit cards will foster consumer loyalty and confidence in the company.

Physical Evidence
Where is the service being delivered? Physical Evidence is the element of the service mix which allows the consumer again to make judgements on the organisation. If you walk into a restaurant your expectations are of a clean, friendly environment. On an aircraft if you travel first class you expect enough room to be able to lay down! 
Physical evidence is an essential ingredient of the service mix, consumers will make perceptions based on their sight of the service provision which will have an impact on the organisations perceptual plan of the service.

The Service marketing mix involves analysing the 7’p of marketing involving, Product, Price, Place, Promotion, Physical Evidence, Process and People.

To certain extent managing services are more complicated then managing products, products can be standardised, to standardise a service is far more difficult as there are more input factors i.e. people, physical evidence, process to manage then with a product.

The services marketing triangle:

      Company


                  Internal Marketing



External Marketing


     Enabling the promise                  

            setting the promise 

                 service environment



the service product

                       Provider                Interactive Marketing           Customers

  Delivering the promise

Service delivery

Consumer behaviour:

The study of the process involved when individuals or groups select, purchase, use or dispose of products, services, ideas or experiences to satisfy needs and desiers.
Lecture 2

Quality:

· In many service organisations today, quality is considered the magic word in competition. Offering quality has a magical impact on present and future customers. Quality is the best weapon to fight competitors.
· A characteristic of thoughts and statements, which are believed to be taken for granted or self evident.

· Quality is fitness for use, the extent to which the product successfully serves the purpose of the user during usage.

· Quality is conformance to requirements.

· Quality is zero defects - doing it right the first time.

· Quality is exceeding what customers expect from the service.
Five Approaches to Quality:
1. Transcendent approach (psychology).

Quality is synonymous with innate excellence. This approach claims that quality cannot always be defined and is partly a matter of experience. That it is a simple, unanalysed property we learn to recognise only through experience.

2. Product-based approach (economics).

The product-based approach maintains that differences in quality are caused by the quantity of features or attributes of a product. This results in a ranking of attributes, which are required by all consumers. This approach views quality as a measurable variable and thus also as an objective and absolute term.

3. User-based approach (marketing & operational management).

In this approach, quality is determined by the customer. The customer's judgement is always right. It needs no explanation that this approach is subjective to a large extent, because every user has different thoughts and ideas about what quality is.

4. Manufacturing-based approach (operational management).

In this approach, quality is considered from the supply side point of view and mainly concerns conformance to requirements. Every product must meet a fixed number of specific requirements. Any divergence from these requirements is considered a decrease in quality. As in the product-based approach, quality here is viewed as an objective and measurable term, for the requirements are most stated in technical terms/specifications.

5. Here, simply stated, quality is considered in relation to cost and price. Product quality is only considered good if the price is acceptable for potential buyers or costs are low. In this approach, services or products which are judged not as poor according to the product based approach, may be qualitatively judged excellent, because the price and costs relate better. 

Total Quality Control (TQC):
· TQC is a prerequisite to compete and survive.

· TQC is an efficient system to integrate the efforts of several groups within an organization to develop, maintain and improve quality in order to organise the production process and service delivery in the most economic way, totally satisfying the customer
· Japanese service quality theory and practice in particular tells us that total quality control (TQC) is a prerequisite to compete and survive. TQC is defined as an efficient system to integrate the efforts of Servqual groups within an organisation to develop, maintain and improve quality in order to organise the production process and service delivery in the most economic way, totally satisfying the customer. 

Four phases in the historical development of the quality concept:

1. Inspection (before 1920).

 When mass production evolved, an increasing need for inspection of ready for use products emerged. Nowadays, some products are still inspected before they are put on the market.
2. Statistical quality control (1920-1965).

 As time went by, statistical methods were used for quality control. Partly, a shift from end product control, to control during the production process was observed.
3. Integral service quality (1965-1985).

 Integral service quality emphasises co-ordination between different departments. The main goal of this co-ordination is to be able to control co-operation in an organisation and to achieve a more efficient interaction between functional units. This period is characterised by the fact that quality control does not only concern the product, but the production process as a whole.  
4. Strategic quality management (1985 - now).

The present vision on quality management is reflected by the following definition of strategic quality management which is management of the process of continuous improvement of all internal processes, in order to fulfil the customer's need at lowest possible costs.
The Cost of Quality:
· Inspection costs are direct costs of testing, collecting and processing quality control data. 

· Prevention costs are the expenses incurred in avoiding poor quality.

· Internal failure costs are costs of scrapping or networking faulty products, before they reach the consumer.

· If defective products are not intercepted before they reach the consumer, the consumer will become dissatisfied, may complain and external failure costs arise.

· Quality costs for delivering good quality consists of inspection costs and prevention costs. If poor or inferior quality is produced, quality costs do not only consist of inspection and prevention costs, they also consist of internal failure and external failure costs as well as a share in the loss of sales, that the organisation will suffer in the future because of dissatisfied customers. It is obvious that delivering poor quality will be more costly than delivering good quality. That is mainly why a prevention strategy aimed at avoiding poor quality is so important. 

Quality audit:
· Quality improvement aims at bringing an organisation's service quality to a higher level. A quality audit can be used to determine whether a specified quality level has been achieved. 

· A quality audit is a systematic examination of an organisation's quality system with a view to determining whether objectives are achieved.

Three types of quality audits can be distinguished:

1. Internal audits are conducted by the managers of an organisation themselves to evaluate their own performance. 

2. External audits are conducted by an organisation to evaluate the activities of its suppliers, agents, licensees, etc. 

3. Extrinsic audits are conducted by a buyer, an independent authority or a regularly agency to check whether an organisation meets the standards applied by these bodies. 

Customers’ expectations: 

· Expectations: we do know that people make certain demands on certain services, which are based on their own norms, values, wishes, needs, etc., so, we do know expectations are very individualistic. Also, it is known that expectations are not stable in the sense that they may change over time due to changes in aspiration levels or needs at a particular moment in time. Therefore, expectations will be domain specific and may alter under the influence of all kinds of new situations. 

· Expectations are not only determined by individuals themselves, but also by reference groups, external situations, norms, values, time, service provider, and the like.

· Expectations are complex in many ways.
Customer perceptions:

Perceptions are, translated literally, (the end result of one or more) observations. Perception can be based on actual or supposed experiences.

Dimensions of Service Quality:
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1. Tangibles: appearance of physical facilities, equipment, personnel and communication materials;

2. Reliability: ability to perform the promised service dependably and accurately;

3. Responsiveness: willingness to help customers and to provide prompt service;

4. Assurance: knowledge and courtesy of employees and their ability to convey trust and confidence, and:

5. Empathy: caring, individualised attention the firm provides to its customers.

Attributes:
If we take a closer look at the various criteria customers use to evaluate services, it appears these attributes of services and service delivery processes are not completely comparable. We can make a distinction between search attributes, experience attributes and credence attributes. Search attributes are characteristics customers can evaluate before an actual purchase. Experience attributes can only be evaluated during or after the service delivery. Credence attributes are characteristics customers cannot (or hardly can) evaluate, even after service delivery. Research shows customers evaluate the service quality mainly by experience attributes.

The SERVQUAL Model:

[image: image2]
Gap 1.
Inadequate marketing research orientation (insufficient marketing research; research not focussed on service quality and inadequate use of market research);

Lack of upward communication (lack of interaction between management and customers; insufficient communication between contact employees and managers and too many layers between contact personnel and top management);

Insufficient relationship focus (lack of market segmentation; focus on transactions rather than relationships and focus on new customers rather than on relationship customers).
Gap 2.

Absence of customer driven standards (lack of customer-driven service standards; absence of process management to focus on customer requirements and absence of formal process for setting service quality goals);

Inadequate service leadership (perception of unfeasibility and inadequate management commitment);

Poor service design (unsystematic new service development process; vague, undefined service designs and failure to connect service design to service positioning).

Gap 3.
Deficiencies in human resource policies (ineffective recruitment; role ambiguity and role conflict; poor employee-technology job fit; inappropriate evaluation and compensation systems; lack of empowerment, perceived control and team work);

Failure to match supply and demand (failure to smooth peaks and valleys of demand; inappropriate customer mix; over-reliance on price to smooth demand);

Customers not fulfilling roles (customers lacking knowledge of their roles and responsibilities and customers negatively impacting each other).

Gap 4.
Ineffective management of customer expectations (failure to manage customer expectations through all forms of communication and failure to educate customers adequately);

Over-promising (in advertising, in personal selling and through physical evidence cues);

Inadequate horizontal communications (insufficient communication between sales and operations; insufficient communication between advertising and operations and differences in policies and procedures across branches or units).


Aggregate demand and supply, and macro economic problems

Lecture 1

Macroeconomics:

· The study of the behavior an economy at the aggregate level, as opposed to the level of a specific subgroups or individuals (which is called microeconomics).

· Example, a macroeconomist might consider the industrial sector, the services sector or the farm sector, but he/she will not consider specific parts of any of these sectors. Factors studies include inflation, unemployment, and industrial production, often with the aim of studying the effect of government policy on these factors.

Economic growth:

· The increase in value of the goods and services produced by an economy. It is conventionally measured as the percent rate of increase in real gross domestic product, or real GDP. 

· Growth is usually calculated in real terms, i.e. inflation-adjusted terms, in order to net out the effect of inflation on the price of the goods and services produced. 

· In economics, economic growth typically refers to growth of potential output, i.e., production at full employment, which is caused by growth in aggregate demand or observed output.
Rate of economic growth:

The percentage increase in output over a 12 month period.

Rate of inflation:

The percentage increase in prices over a 12 month period.

Balance of payments account:

A record of the countries transactions with the rest of the world. It shows the countries payments to or deposits from other countries (debits) and its recipients or deposits from other countries (credits). It also shows the balance between these debits and credits under various headings.

Exchange rate:

The rate at which one national currency is exchanged for another. The rate is expressed as the amount of one currency that is necessary to purchase one unit of another currency. The rate is expressed as the amount of one currency that is necessary to purchase one unit of another currency.

Inflation:

A rise in the general level of prices over time. It may also refer to a rise in the prices of a specific set of goods or services. 

The circular flow of income:


Aggregate demand: 

Total spending on domestically produced goods and services made in the economy. It consists of four elements, consumer spending, investment, government spending and expenditure on exports.

Formula:

Aggregate demand = Cd (Consumer spending on domestically produced goods and services) + I (Investment expenditure by firms) + G (government spending) + X (expenditure by foreign residents on the countries goods and services).

Withdrawals (W) (or leakages)

Incomes of households or firms that are not passed on round the inner flow.

Formula:

W (withdrawals) = S (net savings) + T (net taxes) + M (import expenditure).

Net savings:

Income that household choose not to spend but to put aside for the future. Savings are normally deposited in financial institutions such as banks and building societies.

Net taxes:

When people pay taxes, this represents a withdrawal of money from the inner flow in much the same way as savings, only in this case people have no choice.

Import expenditure:

Household spend some of their incomes on imported goods and services or on goods and services using imported components.

Injections (J):

Expenditure on the production of domestic firms coming from outside the inner flow of the circular flow of income. 

Formula:

J (injections) = I (investment) + G (government expenditure) + X (expenditure on exports).

The relationship between injections and withdrawals:

· If injections > withdrawal = rise in aggregate demand resulting in:

· Economic growth = rise in national income.

· Unemployment

· Inflation rises

· Balance of payment deteriorates

· If injections < withdrawal = disequilibrium:

· This will result to national income rises

· Growth of consumer spending

· Growth in savings

· Higher amount in tax

· Higher level of import

Unit withdrawals = injections = equilibrium

Measuring national income and output:

· The product method:

The first method of measuring GDP is add up the value of all the goods and services produced in the country, industry by industry, in other words, focus on firms and add up all their production.

· Gross value added (GVA) at basic prices:

The sum of all the values added by industries in the economy over a year.

· Gross domestic product (GDP) at market prices:

The value of output produced within a country over a 12 month period in terms of the price actually paid.

Formula:

GDP = GVA + taxes on products – subsidies

· Subsidies: 

Grants of money made by the government to either a seller or a buyer of a certain product or service, thereby altering the price or cost in a way which affects the output. Governments usually make payments to domestic producers to offset partially their costs of producing and selling certain goods and services. 
· The income method:

This method is to focus on the incomes generated from the production of goods and services. Value added is the difference between a firm’s revenue from sales and the costs of its purchases from other firms. This difference is made up of wages and salaries, rent, interest and profit.

· The expenditure method:

The final system is to calculate GDP is to add up all the expenditure on final output which will be at market prices. This will include:

Consumer expenditure (C):

All expenditure on goods and services by households and by non profit institutions serving households (NPISH), e.g. clubs and societies.

Government expenditure (G): 

Central and local government expenditure on final goods and services such as health, education, pensions etc.

Investment expenditure (I):

Investment in capital such as building and machinery. It also includes the value of any increase (+) or decrease (-) in inventories, whether raw materials, semi or finished goods.

Exports of goods and services (X)

Import of goods and services (M):

These have to be substracted from the total in order to leave just the expenditure on domestic products.

Formula:

GDP (at market prices) = C + G + I + X – M

Economic growth and the business cycle:

· Actual growth:

The percentage annual increase in national output or GDP actually produced.

· Potential growth:

The speed at which the economy could grow. It is the percentage annual increase in the economies capacity to produce.

· Potential output:

The output that could be produced in the economy if there were full employment of resources (including labour).

The business cycle (4 stages):

1. The upturn.

A contracting or stagnant economy begins to recover and growth in actual output resumes.

2. The expansion.

There is rapid economic growth, the economy is booming. A fuller use is made of resources and the gap between actual and potential output narrows.

3. The peaking out.

Growth slows down or even ceases.

4. The slowdown recession or slump.

There is little or no growth or even a decline in output.

Unemployment:

· The number unemployed:

Those of working ages who are without work, but who are available for work at current wage rates.

· The labour force:

The number employed plus number unemployed.

· The unemployed rate:

The number unemployed expressed as a percentage of the labour force.

· Aggregate supply of labour:

A curve showing the total number of people wiling and able to work at different average real wage rate.

· Aggregate demand of labour:

A curve showing the total demand for labour in the economy at different average real wage rates.

· Disequilibrium employment:

Unemployment resulting from real wages in the economy being above the equilibrium level.

· Equilibrium unemployment:

The difference between those who would like unemployment as the current wage rate and those willing and able to take a job.

· Technological unemployment:

Structural unemployment that occurs as a result of the introduction of labour saving technology.

· Regional unemployment:

Structural unemployment occurring in specific regions of the country.

· Seasonal unemployment:

Unemployment associated with industries or regions where the demand for labour is lower at certain times of the year.

Inflation:

· Demand pull inflation:

Inflation caused by persistent rises in aggregate demand.

· Cost push inflation:

Inflation caused by persistent rises in cost of production.

Various types of cost pull inflation:

· Wage pushes inflation:

Where trade unions push up wage rates independently of the demand for labour.

· Profit push inflation:

Where firms us their monopoly power to make bigger profits by pushing up prices independently of consumer demand.

· Import price push inflation:

Where import prices rises independently of the level of aggregate demand.

Determination of national income and the role of fiscal policy
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Keynesian theory of the determination of national income:

· Had its birth in 1920s and 1930s.

· People’s spending were low because their income was low.

· People’s income was low because wages and employment were low.

· Wages and employment were low because production was low.

· Production was low because consumer spending was low.

The circular flow of income:

Multiplier effect:

An initial increase in aggregate demand of £ X M leads to an eventual rise in national income that is greater than £ X M.

Equilibrium level of national income:

· Effect on national income of a change in injections and / or withdrawals.

· An initial fall in injections or rise in withdrawal will lead to a multiplied fall in national income and employment.

· The equilibrium in the circular flow of income can be at any level of output and employment.

Multiplier:

The number of times by which a rise in national income exceeds the rise in injections that caused it.

Formula:

K = 1/mpw

Philips curve:

A curve showing the relationship between (price) inflation and unemployment for the years 1861 – 1957.

Fiscal policy:

Takes place within the scope of budgetary policy, refers to government policy that attempts to influence the direction of the economy through changes in government taxes, or through some spending (fiscal allowances).
Fiscal policy can be contrasted with the other main type of economic policy, monetary policy, which attempts to stabilize the economy by controlling interest rates and the supply of money. The two main instruments of fiscal policy are government spending and taxation.

The role of fiscal policy:

· Fiscal policy involves government changing the level of government expenditure and or rates of tax so as to affect the level of aggregate demand.

· An increase in aggregate demand will lead to a multiplied rise in national income.

· A deflationary (i.e. a contractionary) fiscal policy will involve cutting government expenditure and or raising taxes.

The purpose of fiscal policy:

· Correcting a fundamental disequilibrium.

· Fine tuning.

Deficits and surpluses:

· Central government deficits and surpluses.

· Public sector deficits and surpluses.

· The public sector net cash requirement.

· The national debt.

The use of fiscal policy:

· Automatic fiscal stabilizers.

As national income rises, the amount of tax people pay automatically rises.

· Discretionary fiscal policy.

Deliberate changes in tax rates or the level of government expenditure in order to influence the level of aggregate demand.

Money and Monetary Policy
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The functions of money:

· Medium of exchange

Something that is expectable for goods and services.=

· Means of storing wealth

People store wealth, a means of savings.

· Means of evaluation

Money allows the value of goods, services and assets to be compared. The value of goods is expressed in terms of prices. Prices are expressed in terms of money.

The key role of banks:

· Deposits - To put (money) in a bank or financial account.

· Loans - A sum of money lent.

· Liabilities – customer deposits in banks and other deposits taking institutions such as building societies are liabilities to these institutions.

Four major types of deposits:

1. Slight deposit – Deposits that can be withdrawn on demand by the depositor without penalty. For deposits banks issue cheque books or debit cards.

2. Time deposits – This deposits require notice of withdrawal or penalty is charged for withdrawals on demand. 

3. Certificate of deposit (CDs) – CDs are certificates issued by banks to customers (usually firms) for large deposits of fixed terms. They can be sold by one customer to another, and provide a means whereby the holder can get money quickly if they need it, without the banks that have issued the CD supplying the money.

4. Sale and repurchase agreements (repos) – An agreement between two financial institutions whereby one in effect borrows form another by selling its assets, agreeing to buy them back at a fixed price and on fixed date. 

· Assets – banks financial assets are its claims on others. 

There are three main categories of assets:

1. Cash and balances – Banks need to hold a certain amount of their assets at cash. This is in order to meet the day to day demands for customers for cash. They also keep operational balances in the central bank.

2.  Short term loans – These are in the form of market loans, bills of exchange and reverse repos.

Market loans – these are made primarily to other banks or financial institutions. They consist of money lent at call, money lent at short notice and CDs.

Bills of exchange – A certificate promising to repay a stated amount on a certain date, typically three months from the issue of the bill.

Reverse repos – When a sale and repurchase agreement is made, the financial institution purchasing the assets such as a gift is in effect giving a short term loan. The other party agrees to buy back the assets on a set date. The assets temporarily held by the bank making the loan are known as reverse repos.

3. Long term loans – These consist mainly of loans to customers, both personal customers and businesses.

Liquidity and profitability:

Banks keep a range of liabilities and assets. The balance of items in this range is influence by two important considerations:

1. Profitability – Profits are made up by leading money out a higher rate of interest than paid to depositors.

2. Liquidity – The liquidity of an asset is the ease with which it can be converted into cash without loss. Cash itself, by definition is perfectly liquid.

Liquidity ratio: 

· The proportion of a banks total assets held in liquid form such as if a bank had 100 million of assets, 10 million were liquid and 90 million were liquid, the back would have a 10 per cent liquidity ration. 

· If a financial institutions liquidity ratio is too high, it will make to little profit. If the ratio is too low, there will be the risk that customers demands may not be able to be met.

The central bank:

This is the main bank of a country. All countries have a central bank and they fulfil two important roles in the economy.

1. To oversee the whole monetary system and ensure that banks and other financial institutions operate as stably and as efficiently as possible.

2. To act as the governments agent, both as its banker and in carrying out monetary policy.

Functions of the central bank:

· It issues notes.

· It acts as a bank,

· To the government.

· To the recognized banks.

· To oversees central banks.

· It oversees the activities of banks and other financial institutions.

· It provides liquidity, as necessary, to banks.

· It operates the governments monetary and exchange rate policy.

The discount and repo markets:

· Rediscounting – Buying bills before they reach maturity.

· Lender of last resort – The role of the Bank of England as the guarantor of sufficient liquidity in the monetary system.

Monetary base: Notes and coins outside the central bank.

Wide monetary base (MO): Notes and coins outside the central bank plus banks operational deposits with the central bank.

Broad money: Cash in circulation plus retail and wholesale bank and building society deposits.

Bank deposit multiplier: The number of times greater the expansion of bank deposits is than the additional liquidity in banks that causes it, I/L (the inverse of the liquidity ratio). 

Bank deposits multiplier: The number of times greater the expansion of bank deposits is than additional liquidity in banks causing it, I/L (the inverse of the liquidity ratio). 

The creation of credit:

· Banks liquidity ratio may vary.

· Banks may choose a different liquidity ratio, customer may not want to take up the credit offer.

· Banks may not operate a simple liquidity ratio.

· Some of the extra cash may be withdrawn from the banks.

Unemployment, Inflation and Growth
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Quantity theory of money:

The price level (P) is directly related to the quantity of money in the economy (M).

Equation of exchange:

MV = PY

M = money supply

V = velocity of circulation

P = price level

Y = real value of output at base year prices

Velocity of circulation:

The number of times annually, money on average is spent on goods and services that made up GDP.

Effect of a change in money supply on aggregate demand:

1. Rise in money supply, fall in interest rate.

2. Fall in interest rate, rise in investment and other forms of borrowing.

Also fall in exchange rate, rise in exports and fall in imports.

3. Rise in investment and rise in exports, fall in imports. Result is rise in aggregate demand and in national income and output.

Effect of a change in money supply on aggregate demand:

· The short run: (money interest rate link)

· Increase in money supply

· A small fall in interest rates and other assets

· Average speed which money circulates is slowed down

· The long run:

· Velocity is determined totally independently of the money supply

· An increase in money supply will leave velocity unaffected and will directly increase expenditure, money supply and velocity

The short run aggregate supply curve:

· A rise in unemployment.

· Aggregate supply curve is relatively elastic because,

· Strictness of wages and prices

· Confidence

The long run aggregate supply curve:

· Aggregate supply curve is vertical

· Long term increases in output could occur through rightward shifts in vertical aggregate supply curve.

· Relatively inelastic

· The effects of investment on aggregate supply

Expectations augmented Philips curve:

· A short run Philips curve depends on expected rate of inflation

· Formula:

· (P) Philips curve = f - formula (1 / U – unemployment) + Pe

· Inverse of unemployment (1/U)

· Expected rate of inflation (Pe)

Acceleration theory:

Unemployment can only be reduced below the natural rate at the cost of accelerating inflation.

The long run Philips curve:

· As long as there are demand pull pressures inflation will accelerate as expected rate of inflation.

· In long run, Philips curve will be vertical at rate of unemployment where wage aggregate demand equals real aggregate supply.

Short run effect of changes in aggregate demand:

· Major effect on output and employment

· Small effect on prices

Long run effect of changes in aggregate demand:

· Small effect on output and jobs

· Large effect on prices

· Long run effects of changes in aggregate demand on investment

Velocity of circulation:

The number of times that money on average is spent on goods and services that made up GDP.

Causes of economic growth:

· Increase in quantity of factors

· Increase in productivity of factors

· Capital accumulation

· Effect of an increase in capital

· Diminishing returns

· Steady national income

Supply side policy:

· To reduce unemployment

· To reduce inflation

· To increase economic growth

Market orientated supply side policies:

· Reduce government expenditure

· Tax cuts

Inventionist supply side policy:

· Failure of market to provide enough training, research and development and investment

· Help to firms

· Finance for research and development

· Assistance to small firms

· Advice and persuasion

· Information

· Infrastructure development

· Training and education 
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